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ABSTRACT

Prior research in the field of purchasing points out that an assessment of sourcing strategies is
a complex task. Accordingly, it is proposed to expand the purely cost-saving oriented
assessment of sourcing activities. Particularly, it is recommended to monitor the intensity of
competition in the supply market as an indicator for sourcing success. However, buying
organizations struggle to measure competition in their supply markets. In this context, in
homogenous product markets, it can be observed that the offered prices for an item vary
considerably. A review of economic literature on price dispersion indicates that offered prices
could reflect competitive pressures in B2C markets. As a consequence, in this paper, it is
argued that also in B2B environments, price dispersion could be applied as a measure for
competitive pressures. Thus, this conceptual research paper aims at clarifying the role of
price dispersion in B2B supply markets. Based on the reviewed literature, and in combination
with the theory of competitive dynamics, five practical recommendations for industrial
purchasing are developed.
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AMBIGUOUS RESULTS IN THE ASSESSMENT OF SOURCING SUCCESS IMPLY
THE NEED TO INTRODUCE NEW INDICATORS

Since Kraljic (1983), researchers as well as practitioners have acknowledged that purchasing
IS a strategic function that can significantly and directly contribute to corporate performance.
Given the fact that most organizations in business-to-business (B2B) environments appear as
customers as well as vendors in certain markets, savings generated through purchasing
activities considerably affect the profitability of enterprises (Monczka et al., 2008). As a
consequence, in recent years, the pressure on purchasing departments and purchasing staff
respectively, has increased dramatically (Haynes and Helms, 1991; Wagner, 1993; Wood,
1995).

Being aware of the eminent role of procurement for business success, recent research has put
remarkable efforts in the identification of effective purchasing levers and strategies (Carter
and Narasimhan, 1996; Doha et al., 2013; Schiele et al., 2011; Steinle and Schiele, 2008). As
procurement activities become more focused and efficient, also on the supplier side important
developments can be observed. Particularly the trend towards supplier consolidation is
broadly discussed in supply chain management (Abe and Ye, 2013; MacNeill and Chanaron,
2005). Whereas some scholars view supplier consolidation as a threat (Huttinger et al., 2012;
Schiele et al., 2012), some researchers even argue in favor of downsizing a company’s
supplier base, in order to reduce the efforts of supplier management (Dubois et al., 2003;
Krause, 1997; Ulaga and Eggert, 2006).

As a consequence, it might be appropriate to distinguish between innovation-oriented and
cost-oriented strategies (Theodosiou et al., 2012). In this context, it is argued that for some
projects close relationships with suppliers are required, whereas in other situations a more
transactional perspective might be sufficient (Parker and Hartley, 1997). Focusing on
procurement activities, Schiele et al. (2011) propose to classify purchasing levers depending
upon whether they rather support innovation-oriented or cost-oriented strategies.
Accordingly, in the group of cost-oriented levers, we find international sourcing, price
evaluation, and pooling of demand (Schiele et al., 2011). In recent years, these practices have
been intensively discussed in the literature, resulting in ambiguous estimations on saving-
potentials.

As indicated by Scheffler et al. (2014) the unclear picture of certain sourcing activities might
be attributed to some extent to the missing distinction between direct and indirect sourcing
effects. So far, literature has almost exclusively focused on cost-saving potentials in order to
assess purchasing practices. Scheffler et al. (2014) however, point into the direction that also
the creation of increased competition in the supply base could be interpreted as an indirect
outcome of sourcing activities.

Prior research from the field of economics has shown that a large number of sellers (density)
can lead to lower price levels as well as intensive competition, which is accompanied with a
relatively small amount of price dispersion (see e.g. Clay et al., 2001; Gerardi and Shapiro,
2009; Hayes and Ross, 1998; Lewis, 2008; Sorensen, 2000). As a consequence, the idea
emerges that price dispersion, could be used as a measure to assess the competiveness of a
firm’s supply base. Thus, this conceptual paper aims at clarifying whether an evaluation of
price dispersion could be an appropriate means to monitor competition in B2B supply
markets and by doing so, to assess the effectiveness of purchasing activities. This is
supported through the application of competitive dynamics as a theoretic framework. The
underlying rational of competitive dynamics literature is to examine how a company’s
competitive actions and reactions influence the corporate success (Chen and Miller, 2012;
Ketchen et al., 2004). Consequently, the purpose of this paper is to combine insights gained



in economic research with the theory of competitive dynamics in order to develop five
recommendations for successful cost-oriented supply management.

Recently, a growing number of scholars deplore the decline of conceptual articles in scientific
journals (Geuens, 2011; Watts, 2011; Xie, 2012; Yadav, 2010). The main argument is that
conceptual papers are essential for the vitality of scientific disciplines, since they provide and
combine new ideas, and thus, extend the boundaries of research fields (Maclnnis, 2011;
Stewart and Zinkhan, 2006; Yadav, 2010). In this context, Maclnnis (2011) identifies four
major contributions of conceptual papers, namely: envisioning new ideas, relating ideas,
explicating ideas, or debating ideas. The intention to apply insights from economic research
in the field of purchasing seems to fit to this description. As a consequence, for the present
research setting, the form of a conceptual paper is chosen.

The remainder of the paper is structured as follows: In the subsequent section, an overview of
relevant economic literature is presented. Then, the characteristics of purchasing in B2B
environments are discussed. As a next step, price dispersion in industrial purchasing is
discussed, followed by elaborations on measures of price dispersion. The next section is an
introduction into competitive dynamics literature. Then, five recommendations for successful
purchasing are derived. Subsequently, the impact of the present paper as well as its
limitations are discussed. Finally, we end with some concluding remarks and avenues for
future research.

HOMOGENOUS PRODUCT PRICE DISPERSION IN COMPETITIVE
ENVIRONMENTS AS CONSEQUENCE OF DIFFERENT INFORMATION LEVELS,
FIRM HETEROGENEITY, AND COLLUSION

During the last century, many scholars have analyzed consumer and producer behavior from
an economic perspective (e.g. Belk et al., 1989; Jacobsen, 2013; Rosen, 1974; Von Hippel et
al., 2012). A core element of these studies is research on price setting and competition (Kreps
and Scheinkman, 1983; Tremblay et al., 2013). Looking beyond the boundaries of economic
literature, it becomes apparent that particularly for the field of purchasing these topics are of
interest as well (Hahn et al., 1986; Parker and Hartley, 1997). Thus, for the present paper, we
review economic literature on competitive behavior under a procurement perspective.

In general, economic literature suggests a distinction between two types of competition,
namely “Cournot” and “Bertrand” competition (see e.g. Kreps and Scheinkman, 1983; Qiu,
1997; Singh and Vives, 1984). Companies engaging in Cournot competition compete on
output levels, whereas under Bertrand competition firms compete on price levels (Bonanno
and Haworth, 1998). Put in another way, under Cournot competition, sellers limit their
production to achieve a high price, whereas under Bertrand competition many suppliers
compete to offer the lowest price. In an industrial procurement context, where in the majority
of cases the buying company specifies the demand (producer output), it is reasonable to argue
that there is an increased likelihood of price competition (Bertrand) between suppliers (Jin
and Ryan, 2012).

Further, most researchers share the opinion that increased competition leads to lower price
levels (Bonanno and Haworth, 1998; Chen and Zhang, 2011; Clay et al., 2001; Morgan et al.,
2006). Hence, the idea emerges that buying organizations could strive to induce competition
within their supply base in order to reduce price levels (Gerardi and Shapiro, 2009). This in
turn leads to two essential questions: How can the intensity of competition between producers
be evaluated? And, given the fact that organizations struggle to assess the effectiveness of
their savings calculations, could the intensity of competition be a new sourcing performance
indicator?



In the reviewed literature, it is indicated that there could be a relationship between the
distribution of prices and the intensity of competition between sellers (Barron et al., 2004;
Clay et al., 2001; Lewis, 2008; Pereira, 2005; Tang et al., 2010). The distribution of prices is
often referred to as price dispersion which is described as the phenomenon of “(...) firms in
the same market selling identical goods for different prices (at the same time)” (Lewis, 2008,
p. 654). According to the law of one price, for identical, so called “homogenous”, products
there should not be any price dispersion under perfect competition (Ancarani and Shankar,
2004; Azar, 2013). However, already Varian (1980, p. 651) highlights that “(...) ‘the law of
one price’ is no law at all”. As a result, a vast amount of research was conducted in order to
clarify why price dispersion for homogenous products is persistent and how it relates to
competition (Azar, 2013; Barron et al., 2004; Baye et al., 2004a; Lewis, 2008; Pereira, 2005).
The results of these studies are partially ambiguous (Pan et al., 2004). While the majority of
scholars report that increased competition leads to lower price dispersion for homogenous
goods (e.g. Barron et al., 2004; Chevalier and Goolsbee, 2003; Clay et al., 2001; Gerardi and
Shapiro, 2009; Lewis, 2008; Pereira, 2005), there are also researchers claiming the opposite
(Borenstein and Rose, 1994; Chandra and Tappata, 2011).

In spite of partially contradicting findings, the majority of papers analyzed, support the idea
that “(...) as more competitors enter a market, incumbent firms will find it more difficult to
maintain markups over marginal cost” (Gerardi and Shapiro, 2009, p. 2). Thus, the more
quotations are available, the more will the offered prices converge towards the perfect
competition price (Chen and Zhang, 2011; Clay et al., 2001; Gerardi and Shapiro, 2009;
Pereira, 2005). In this context, the perfect competition price is that one that equals the
marginal cost of production (Basu and Fernald, 1997; Brander and Spencer, 1981). Hence, in
highly competitive markets, different sellers are expected to ask the same price for a certain
product (Baffes, 1991). In contrast to the predictions of the law of one price, all of the
reviewed studies find evidence for the existence of price dispersion for homogenous goods
(e.g. Chen and Miller, 2011; Chevalier and Goolsbee, 2003; Ghose and Yao, 2011; Pan et al.,
2004).

In the reviewed literature, various potential reasons for homogeneous product price
dispersion are proposed. First, it is indicated that consumers need information on the
offerings available in the market (Barron et al., 2004; Liu et al., 2012). To gather this
information, customers must engage in search activities, which produce costs (Baye et al.,
2004b; Bayer et al., 2013; Chandra and Tappata, 2011). Some customers are not willing or
able to bear the incorporated search costs (Chandra and Tappata, 2011; Sorensen, 2000),
ultimately leading to a market which includes well informed and less informed customers
(Chen and Zhang, 2011; Morgan et al., 2006). Due to the heterogeneity of the customers’
information levels, sellers are not necessarily forced to engage in price competition (Bonanno
and Haworth, 1998; Chellappa et al., 2011). In contrast, sellers might accept to lose some
share among the well informed customers, if they assume that the increased profits generated
to sales to less informed or bounded rational customers will outweigh these losses (Baye et
al., 2004a; Chen and Zhang, 2011). Generally, this is a form of price discrimination and an
important reason why price dispersion is also persistent for homogenous goods (Borenstein
and Rose, 1994; Chellappa et al., 2011; Gerardi and Shapiro, 2009; Hayes and Ross, 1998).
Another eminent source of price dispersion is firm heterogeneity (Arnold and Saliba, 2011;
Bayer et al., 2013), incorporating different cost structures of the producers (Borenstein and
Rose, 1994). Economists suggest that the perfect competition price equals the marginal
production cost of the supplier. Accordingly, if the marginal costs of sellers within the same
market vary, it is argued that there will be price dispersion (Borenstein and Rose, 1994; Chen
and Zhang, 2011; Ghose and Yao, 2011). Additionally, suppliers usually add a markup to



their marginal costs, which further causes variations in the prices offered (Borenstein and
Rose, 1994; Goldberg and Verboven, 2001).

Finally, collusion might be a reason for price dispersion. Collusion describes collaborative
behavior of a group of competitors that either explicitly or implicitly aims at limiting the
competition between each other (Porter and Zona, 1992; Potter, 1998; Stigler, 1961). It seems
to be reasonable to assume that suppliers strive to avoid price competition, in order to secure
their markups (Fornell and Robinson, 1983; Hess and Gerstner, 1991; Hopp and Xu, 2008;
Slade, 1990). One of the most well-known forms of collusive behavior is the formation of a
cartel, in which the participants secretly agree on prices or market shares (Stigler, 1961). As a
consequence, some scholars attribute persisting price dispersion for homogenous goods to
collusive behavior of the suppliers involved (Blanckenburg et al., 2012; Harrington, 2005;
Slade, 1990). In this context, it has been shown that repeated interaction of sellers could limit
competition (Bayer et al., 2013).

In summary, it is highlighted that price dispersion is closely related to the intensity of
competition in supply markets. Particularly for Bertrand competition, theory predicts that
there should be no price dispersion. However, empirical studies find evidence that
homogenous product price dispersion exists and is persistent. The most prominent reasons for
price dispersion are different levels of information among customers, differences in the cost
structure of sellers, as well as collusion.

CHARACTERISTICS OF INDUSTRIAL PURCHASING

As demonstrated in the previous section, there is a considerable number of publications in
economic literature, investigating the phenomenon of price dispersion. A major limitation of
the reviewed literature is the almost exclusive analysis of Business-to-Consumer relationships
(Webster Jr and Wind, 1972). Thus, in this section, the essential differences between B2C
and B2B purchasing are highlighted.

Whereas in B2C markets, consumers buy products for their own use, in B2B markets, the
customers are organizations rather than individuals (Tanner et al., 2010). As a consequence,
“industrial buying takes place in the context of a formal organization influenced by budget,
cost, and profit considerations”(Webster Jr and Wind, 1972, p. 12). Hence, it is not
surprising that B2B purchasing is usually considered to be more complex (Hutton, 1997;
Murtaza et al., 2004; Talluri, 2002). Most large companies execute their purchasing activities
by applying a structured purchasing process, involving multiple professional buyers
(Arantola, 2002; Bendixen et al., 2004; Min et al., 1994; Woodside and Wilson, 2000). These
purchasing agents are assumed to act primarily rational by systematically making their
decisions on the basis of defined criteria (Anderson et al., 1999; Hakansson, 1982; Stock,
2005).

Moreover, in many industrial organizations, not only “the buyer” is involved in the decision
making process, but a cross-functional group of people representing different roles (Emiliani,
2006; Tollner et al., 2011; Webster Jr and Wind, 1972). The group of individuals involved in
the organizational procurement process is usually referred to as buying center, incorporating
the roles of user, influencer, decider, buyer and gatekeeper (Tollner et al., 2011; Webster Jr
and Wind, 1972). Consequently, additional complexity stems from the need to identify
transparent criteria that are comprehensible to all of these roles.

As mentioned in the introduction, it can generally be distinguished between innovation- and
cost-oriented purchasing strategies. Following a cost-oriented approach, most organizations
prefer to base their sourcing decisions on the price of an item, making price the main vendor
selection criterion (De Toni, 1999; Emiliani, 2006). Accordingly, suppliers and offerings are
carefully selected (Min et al.,, 1994) because buyers must justify the prices they pay



(Arantola, 2002). Usually, professional buyers aim at achieving cost reductions, which means
“(...) paying less for the same quantity and quality purchasing requirements in the current
year compared to the previous year (...)” (Woodside and Wilson, 2000, p. 359). To achieve
price reductions, buyers strive to interact with multiple suppliers, to create potential sourcing
alternatives and to promote competition (De Toni, 1999). This reveals another essential
difference between B2B and B2C markets.

Whereas in many B2C markets there is a large number of potential customers, B2B
environments are often characterized by a small number of customers purchasing large
volumes (Monczka et al., 2008; Webster Jr and Wind, 1972). This is particularly true for
routine as well as leverage products (Kraljic, 1983). Hence suppliers find themselves under
pressure, since it would be a considerable loss if a business relationship with one of these
large customers would end (Cooper and Gardner, 1993). Industrial purchasing organizations,
are aware of this pressure on suppliers and take this as a point of departure for intensive and
time consuming negotiation processes (Emiliani, 2000; Giunipero et al., 2005; McCarthy-
Byrne and Mentzer, 2011). For items with a relatively low complexity and many available
suppliers, most of these negotiations focus on cost reductions (Ancarani, 2002; Bharadwaj
and Matsuno, 2006; Khan and Burnes, 2007).

The fact that buying organizations (at least for productive materials) provide detailed
specifications, additionally improves their bargaining position (Lilien and Wong, 1984;
Schoenherr and Mabert, 2008). As a result of detailed specifications, industrial customers are
able to compare the quotations they receive. By doing so, buying organizations can create an
artificial supply market for homogenous product offerings, limiting the suppliers
opportunities for product differentiation and conjoint price premiums (Chioveanu and Zhou,
2013; Desai et al., 2001).

A precondition to compare offers is that organizations gather information. In contrast to B2C
markets, where the literature distinguishes between informed and uninformed customers
(Baylis and Perloff, 2002; Chen and Zhang, 2011; Salop and Stiglitz, 1977), it is reasonable
to assume that B2B customers are well informed (Emiliani, 2006; West and Paliwoda, 1996).
In order to get the information that is required to assess the supply market conditions,
industrial organizations are rather willing to bear the incorporated search costs (Johnson et
al., 2002). This is also reflected in the growing number of international purchasing offices,
searching for competitive suppliers in low-cost countries (Jia et al., 2013; Nassimbeni and
Sartor, 2006; Sartor et al., 2014). Examples for additional sources of information costs could
be the preparation of requests for quotations (RFQs), legal considerations, negotiation
processes, and supplier ratings. However, the investments in the accumulation of relevant
information are an acceptable burden, as they might protect the purchasing organization
against price discrimination (Chandra and Tappata, 2011; Chellappa et al., 2011; Chen and
Zhang, 2011).

Taking all things into consideration, in this section it is argued that industrial buying is
essentially different from purchasing in B2C markets. Accordingly, the most striking
characteristics of procurement activities in B2B environments are: the involvement of
professional and rational buyers, complex decision-making processes, the possibility to
negotiate, and the willingness to bear search costs. These specific characteristics should be
considered, when preparing practical recommendations for purchasing agents.

PRICE DISPERSION AS A MEASURE FOR COMPETITION IN INDUSTRIAL
PURCHASING DUE TO WELL INFORMED CUSTOMERS, HOMOGENOQOUS
PRODUCTS, AND THE ABILITY TO BEAR SEARCH COSTS



It has been highlighted that the nature of purchasing in B2B environments differs essentially
from B2C markets. Consequently, this section aims at framing the literature on price
dispersion for the application in a B2B context.

Currently, in industrial purchasing, buying organizations struggle to assess the intensity of
competition in their supply markets (Boone, 2008; Boone et al., 2007; Raider, 1998; Yeyati
and Micco, 2007). Recently, different approaches have been discussed, such as the
determination of cost-profit margins (Boone, 2008; Boone et al., 2007) or the R&D intensity
(Raider, 1998). Nevertheless, from a practitioner’s perspective, these measures have serious
limitations. The data that is required to calculate the aforementioned indicators is rather hard
to get, since suppliers are likely to decline their disclosure (Kajuter and Kulmala, 2005).

In contrast, most buying organizations dispose of a large amount of price data, as they usually
intensively screen the market and send out requests for quotations (Colton, 1962; Johnston
and Bonama, 1981). Thus, the available price information could be used to calculate the price
dispersion, and by doing so, to draw inferences on the intensity of competition in the supply
base (Barron et al., 2004; Clay et al., 2001; Gerardi and Shapiro, 2009; Lewis, 2008). The
underlying rationale is that higher levels of competition are found to be associated with lower
price levels (Clay et al., 2001), ultimately leading to an improved purchasing performance.
Previously, it has been shown that from a theoretical perspective, the price dispersion for
homogenous products should be rather low, if the intensity of price competition is high. For
B2C environments, this hypothesis has been tested and confirmed empirically in various
studies (Barron et al., 2004; Clay et al., 2001; Gerardi and Shapiro, 2009; Lewis, 2008).
Surprisingly, we were not able to find a study investigating price dispersion in an industrial
buying context. After reviewing the respective literature on price dispersion, it could be
argued that within B2B contexts price dispersion is likely to be even stronger associated with
the intensity of competition.

A precondition for this argumentation is that industrial buying activities aim at homogenous
products. Without homogeneity of the requested products, there would be the opportunity for
suppliers to differentiate their products and to use unique features as justification for price
dispersion (Chandra and Tappata, 2011; Clemons et al., 2002; Pan et al., 2002). Yet, many
buying organizations (e.g. automotive OEMS) provide very detailed specifications in their
requests for quotations, impeding the possibilities of product differentiation (Chioveanu and
Zhou, 2013; Lilien and Wong, 1984; Schoenherr and Mabert, 2008). As a result, the obtained
offerings are homogenous and comparable, under the assumption that the respective suppliers
fulfill certain hygienic requirements (e.g. quality management).

Literature further points into the direction that a certain amount of price variance stems from
the simultaneous presence of well informed and less informed customers (Chen and Zhang,
2011; Morgan et al., 2006). For B2C markets this assumption seems to be reasonable but in
B2B markets it can be expected that the customers possess high levels of information (Eggert
and Helm, 2003). Many industrial organizations have complex purchasing decision making
processes in place, involving multiple roles and professional buyers (Arantola, 2002;
Bendixen et al., 2004; Emiliani, 2006; Min et al., 1994; Woodside and Wilson, 2000).
Additionally, organizational customers are often considered as being rational in their
decisions, which requires a sound set of relevant information (Anderson et al., 1999; Stock,
2005). In this context, buying organizations are willing and possess the resources to cover the
incorporated search costs (Johnson et al., 2002). Consequently, in B2B markets, the
likelihood of price discrimination is expected to be lower than in the B2C segment.

Another source of price dispersion is grounded in different cost structures of the sellers
(Arnold and Saliba, 2011; Bayer et al., 2013). Also in B2B environments, the production
costs vary across the suppliers, potentially causing price dispersion. Nevertheless, the factor
costs such as labor and capital are assumed to be comparable in industrialized countries



(Kaufmann and Korte, 2010; Kogut, 1985), somewhat limiting the influence of this cause of
price dispersion.

Finally, literature suggests that price dispersion can partially be attributed to collusive
behavior. It cannot be denied that also in an industrial context competitors wish to collude, in
order to maximize their joint profits (Stigler, 1964). Still, the fact that there might be
collusive behavior in supply markets does not contradict an assessment of the competitive
intensity in certain markets. On the contrary, an increasing number of researchers analyze
price dispersion to detect collusion (Abrantes-Metz et al., 2006; Blanckenburg et al., 2012;
Bolotova et al., 2008).

Taking these points into consideration, it is argued that intensive competition can reduce
price dispersion, particularly in B2B environments. Put in another way, the prices offered by
the suppliers are likely to converge towards to the perfect equilibrium price. This
argumentation is specifically grounded in the assumption that the requested products and
suppliers exhibit relatively homogenous characteristics; companies are willing to pay search
costs; and the customers are well-informed (Brynjolfsson and Smith, 2000; Ghose and Yao,
2011; Salop and Stiglitz, 1977; Varian, 1980).

RECOMMENDED MEASUREMENT OF PRICE DISPERSION IN B2B
ENVIRONMENTS: THE PRICE RANGE BETWEEN THE TRANSACTION PRICE
AND THE NEAREST POSTED PRICE

So far, it has been argued that the intensity of competition in supply markets could be
assessed through an evaluation of price dispersion. In this regard, it is expected that the
smaller the price dispersion, the stronger will be the competitive pressure between suppliers.
Consequently, in this section, it is discussed how price dispersion in an industrial purchasing
context could be calculated appropriately.

In the reviewed literature, scholars apply a large set of methods in order to determine the
extent of price dispersion (Chellappa et al., 2011). Many of them calculated the GINI*
coefficient for an assessment (Borenstein and Rose, 1994; Gerardi and Shapiro, 2009).
Additionally, it is highlighted that also a measurement of dispersion by the coefficient of
variation (standard deviation of prices paid divided by the mean price) can deliver very
similar results (Baye and Morgan, 2004; Borenstein and Rose, 1994; Chellappa et al., 2011;
Clay et al., 2001; Ghose and Yao, 2011; Sorensen, 2000). An advantage of using the
coefficient of variation is that the dispersion for products selling at different price levels can
be compared (Baye and Morgan, 2004; Chellappa et al., 2011). There are also studies that
calculated the variance or standard deviation of prices (see e.g. Dahlby and West, 1986;
Pereira, 2005; Pratt et al., 1979). However, it is acknowledged that the variance is indeed a
prevailing but a poor measure of dispersion (Pereira, 2005; Rothschild and Stiglitz, 1970).
Some scholars even calculate the ratio of the highest prices to the lowest prices (Borenstein
and Rose, 1994; Pratt et al., 1979) or the difference between the highest and the lowest price
(Baye and Morgan, 2004; Brynjolfsson and Smith, 2000; Chellappa et al., 2011; Clay et al.,
2001; Sorensen, 2000). Similarly, also the percentage price difference (highest price - lowest
price, divided by the mean price) could indicate price dispersion (Ghose and Yao, 2011).
Though, the disadvantage of this kind of measure is the high sensitivity in the case of extreme
values.

* For a detailed explanation see Borenstein, S., Rose, N., 1994. Competition and price dispersion in the U.S.
airline industry. Journal of Political Economy 102, 653-683.



Additionally, it should be noticed that not only the calculations differ, but also the unit of
analysis. When investigating price dispersion, it can be distinguished between listed prices
and transaction prices. Listed prices represent the overall amount of prices for a homogenous
product that are available (or at least visible) for the customer. In contrast, transaction prices
are those that are actually chosen and paid by the customer (Borenstein and Rose, 1994;
Ghose and Yao, 2011). A large share of studies focuses on price dispersion among listed
prices (Baylis and Perloff, 2002; Pan et al., 2004). Specifically, many research settings
review prices that are posted on shopping websites, where offerings from different sellers can
be compared (Ancarani and Shankar, 2004; Baye and Morgan, 2004; Baye et al., 2004a;
Chellappa et al., 2011). Yet, there are also papers that examine transaction prices, such as
prices paid for airline tickets or transaction prices from electronic markets (Azar, 2013,;
Borenstein and Rose, 1994; Cornia et al., 2012; Ghose and Yao, 2011).

Surprisingly, the vast amount of papers does implicitly not distinguish between listed prices
and transaction prices. In the reviewed literature, some studies (e.g. Baye et al., 2004a, 2006;
Brynjolfsson and Smith, 2000; Clemons et al., 2002; Venkatesan et al., 2007) reveal that the
predominant reliance on posted prices might be a limitation. Though, it is primarily the paper
published by Ghose and Yao (2011) that raises the idea that the type of price analyzed makes
an eminent difference. In their research they point out that the range of listed prices for a
certain product might be relatively high. In contrast, when actual transaction prices are
analyzed, this price range is way smaller (Ghose and Yao, 2011). As a conseguence, an
analysis of posted prices “(...) would lead to an upper bound on the actual level of price
dispersion”’(Ghose and Yao, 2011, p. 2). Ghose and Yao (2011) even propose that for
transaction prices the law of one price might actually be true, somewhat supporting the idea
to use price dispersion as an indicator for competition. Nevertheless, it could be argued that
due to the assumption of well informed and less informed customers in the market (Chen and
Zhang, 2011; Morgan et al., 2006), paving the way for price discrimination (Borenstein and
Rose, 1994; Chellappa et al., 2011; Gerardi and Shapiro, 2009; Hayes and Ross, 1998), it
could be appropriate to evaluate the range of posted prices.

Yet, in a non-monopolistic industrial purchasing context, where the buying organization
receives quotations from different suppliers, the assessment of transactional prices might be
particularly reasonable. We could imagine situations where requests for quotations are send
to several suppliers (Feng, 2012). Some of these suppliers might not be interested or able
(e.g. due to capacity constraints) to quote to specific requests. However, instead of simply
refusing to quote, suppliers might feel under pressure to prepare an offering, in order not to
jeopardize the relationship to a large industrial customer (Scheffler et al., 2014). This could
lead to unrealistic high posted prices, by which the supplier implicitly expects not to be
considered for contracting. If in such situations the dispersion of listed prices would be
calculated, the results might be misleading.

Still, an essential challenge of researching price dispersion is to gather suitable data (Lach,
2002). This might also explain the prevalence of posted prices, since these data are
presumably easier to get. When researching B2B purchasing, though, it should be possible to
obtain the necessary data. Most large companies have business intelligence departments and
data warehouses in place, allowing them to track all relevant price information, such as
posted prices, contracted prices, and volumes (Laudon and Laudon, 2011; Sahay and Ranjan,
2008; Vogt, 2011). Even though, in industrial environments it should be possible to obtain
transaction prices of requested goods, it might still be difficult to analyze them. If only one
supplier is chosen for a specific item (single sourcing) (Larson and Kulchitsky, 1998), there
would be no price to compare with. As a consequence, it is proposed to compare the
transaction price to the “nearest” listed price. The underlying rationale for this comparison is
that for the buyer it might not be possible to distinguish serious offers from unrealistic offers.



As previously explained in this section, some suppliers prepare quotations without a serious
interest to deliver an item. However, if the buyer receives several quotations from different
suppliers, the lowest offered price (next to the chosen one) is most likely to be a serious
attempt to get the project (Scheffler et al., 2014). Further, it is also conceivable that the
responsible buyer does not negotiate with all suppliers. Rather it can be expected that the
buyer pre-selects the most promising initial offers and then engages in negotiation processes
only with this group of suppliers (Aissaoui et al., 2007; Park et al., 2010).

In summary, a wide set of measures of price dispersion is used in prior research. In the
reviewed literature, particularly the coefficient of variation as well as the price range appear
to be the most popular measures. Further, it is argued that there should be a distinction
between posted prices and transaction prices, in order to receive more accurate results.
Finally, we propose, for industrial contexts, to calculate the price range between the chosen
price and the “nearest” declined offer, in order to determine price dispersion.

COMPETITIVE DYNAMICS: AWARENESS, MOTIVATION, AND CAPABILITY
AS PRECONDITION TO INDUCE COMPETITION IN THE SUPPLY BASE

In recent years, the literature stream of competitive dynamics gained increased interest
among researchers (e.g. Chen and Miller, 2012; Furrer and Thomas, 2000; Ketchen et al.,
2004). Grounded in Schumpeter (1942) and his theory of creative destruction, it is supposed
that companies can exert a competitive action (e.g. the introduction of a new product),
allowing them to achieve a favorable competitive position. Likewise, competitive dynamics
IS “(...) the study of interfirm rivalry based on specific competitive actions and reactions,
their strategic and organizational contexts, and their drivers and consequences” (Chen and
Miller, 2012, p. 137). Hence, competitive dynamics literature strives to reveal how
competitive actions can be translated into long-term competitive advantages and performance
improvements (Ketchen et al., 2004).

Acknowledging that competitive dynamics is rather a literature stream than a theory of its
own, prior research has benefitted from diverse theories and frameworks (Chen and Miller,
2012; Furrer and Thomas, 2000; Ketchen et al., 2004; Lamberg et al., 2009). Specifically, the
awareness-motivation-capability (AMC) framework gained popularity among researchers
(see e.g. Chen and Miller, 2012; Hutzschenrieder, 2009; Lamberg et al., 2009; Livengood and
Reger, 2010). At its core, the AMC framework postulates that the likelihood of exerting a
competitive action depends upon a company’s awareness, its motivation, and capability to
compete (Chen, 1996; Meyer and Sinani, 2009; Smith et al., 2001). More precisely, a firm
needs to be aware that there is competition, before it will undertake a competitive action
(Chen and Miller, 2012; Meyer and Sinani, 2009). Similarly, the incumbents must be
motivated to accept the challenge and to engage in competitive actions (Chen, 2009; Sirmon
et al., 2010). Finally, companies must possess the required capabilities to compete (Ndofor et
al., 2011; Sirmon et al., 2010).

We argue that the AMC framework can also be adapted to an industrial purchasing
environment. Particularly in the supply markets of large buying organizations, the
requirements of the AMC framework should be fulfilled. It can be assumed that, at least for
routine and leverage items (Kraljic, 1983), suppliers should be aware of the fact that they find
themselves in a situation of rivalry with other suppliers (Mclvor, 2008; Wilhelm, 2011; Wu
and Choi, 2005). Additionally, in most cases, it can be expected that suppliers actually want
to engage in a business relationship with an in industrial customer that potentially is
requesting large volumes of goods (Saxena et al., 2013). However, there might be situations,
in which suppliers are not particularly interested in winning a contract, e.g. to capacity
constraints (Scheffler et al., 2014).
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The last requirement of the AMC framework is the capability to compete. Capability, though,
is often operationalized as financial or technical resources (Lamberg et al., 2009). Thus,
particularly suppliers from industrialized countries are most likely to possess a large set of
resources, allowing them to compete actively.

In essence, competitive dynamics is a literature stream that aims to explain corporate success
through the interplay of competitive actions and reactions. In this context, the awareness-
motivation-capability framework acts as a theoretical foundation and can also be applied for
industrial purchasing research settings.

PRACTICAL RECOMMENDATIONS: HOW TO CREATE AND BENEFIT FROM
COMPETITION IN THE SUPPLY BASE

In the previous sections, it has been highlighted that under certain circumstances the
assessment of the effectiveness of sourcing levers is quite challenging. Particularly, an
exclusive focus on cost-savings is likely to lead to ambiguous results and might misguide the
judgment of sourcing activities (Horn et al., 2014; Horn et al., 2013). As a consequence, in
this section, the aforementioned theoretical insights are translated into five practical
recommendations, aiming at improved sourcing performance.

Recommendation 1: Let the supplier perceive competition!

Literature indicates that the induction of competition promises various advantages for
customers (Blalock and Gertler, 2008; Lieberman and Montgomery, 1988). From an
industrial purchasing perspective, specifically lower price levels are assumed to be one
outcome of increased competition in the supply market (Chen and Zhang, 2011; Clay et al.,
2001; Gerardi and Shapiro, 2009; Kraljic, 1983). Based on economic literature, the
underlying rationale is that competition might force suppliers to charge equilibrium prices
that equal their marginal production costs. Put in another way, under high pressure, suppliers
might partially compete their profits away (Carlton, 1977) and are incentivized to invest in
price reducing innovation (Arrow, 1962; Bester and Petrakis, 1993; Bonanno and Haworth,
1998). A precondition is that suppliers can be urged to engage in price competition. In this
context, it is argued that in B2B purchasing environments Bertrand competition can be
facilitated due to detailed product specifications provided by the buying organization; the
willingness to bear search costs; as well as highly informed customers (Ghose and Yao, 2011;
Salop and Stiglitz, 1977; Varian, 1980).

Further, from a competitive dynamics perspective, the requirements of the awareness-
motivation-capability framework must be fulfilled to pave the way for competition (Chen and
Miller, 2012; Chen et al., 2007; Lamberg et al.,, 2009). In industrial purchasing
configurations, though, it is likely that the majority of suppliers that are invited to quote for a
certain item, are motivated engage in a business relationship (Hughes and Gordon, 2011;
Johnson and Selnes, 2012; Smeltzer and Carr, 2003). Similarly, it can be expected that
experienced suppliers also possess capabilities or resources that allow them to remain
competitive (Bonanno and Haworth, 1998; Mudambi and Tallman, 2010). Still, it cannot be
assumed a priori that the suppliers are aware of competing with other producers; neither they
know who their competitors are (Alédez-Aller and Longas-Garcia, 2010). Thus, suppliers have
only limited information on their competitors (Jap, 2007). Consequently, in order to fulfill the
preconditions of the AMC framework, the supplier needs the information that there are more
competitors battling for the business relationship. As a result, the buying organization can
facilitate the intensity of competition in the supply base, ultimately leading to lower price
levels (Clay et al., 2001; Gerardi and Shapiro, 2009; Tang et al., 2010).
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Recommendation 2: Make use of the data available to you!

More and more companies support their day-to-day and operational activities through the
application of IT systems (Sahay and Ranjan, 2008). Recent research claims that in modern
enterprises, a vast amount of information is hidden in these corporate systems (Rozinat and
van der Aalst, 2006, 2008). As a consequence, many large organizations establish business
intelligence departments, in order to use the available data effectively (Gottschalk and Berg,
2007; Sahay and Ranjan, 2008). In times of metrics-driven decision making, organizations
even compete on data analytics (Davenport, 2006). This is not surprising, since studies found
companies with an effective business intelligence in place, to be more successful (Sahay and
Ranjan, 2008). Specifically, in a purchasing context, supply market intelligence can support
the development of sourcing strategies (Handfield, 2004).

Since recent economic studies point into the direction that intensive competition can create
pressure and reduce the price levels in a market (Chen and Zhang, 2011; Clay et al., 2001;
Gerardi and Shapiro, 2009), in recommendation 1, it has been suggested to let the supplier
perceive competition. This can be supported through supply chain intelligence practices.
Most companies use IT systems to prepare and evaluate requests for quotations. The data
available in these systems could be analyzed. As proposed earlier in this paper, firms could
use the offered prices to calculate the price dispersion for a specific good. In this context,
other things being equal, it is proposed to determine the range between the lowest offered
price and the second best price. If this value is rather small, then it can be assumed that the
supply market is relatively competitive and the applied sourcing strategies are appropriate
(Scheffler et al., 2014). Additionally, an analysis of price dispersion might help purchasing
organizations to detect collusive supplier behavior (e.g. cartels) and to take action, if
necessary (Blanckenburg et al., 2012; Bolotova et al., 2008).

Recommendation 3: Take many and diverse suppliers into your consideration set!

In some situations, suppliers might behave different than expected. From a theoretical
perspective, even a relatively small number of suppliers that offer the same product should
cause intensive competition (Arrow, 1962; Jap, 2002). Yet, it can be observed that some
influence factors might affect the intensity of competition in the supply market.

Literature indicates that buyers have a preference for domestic suppliers (Quayle, 1998).
However, over the last decades, industrial organizations have extended their scope and are
increasingly exposed to foreign products (Andersson and Servais, 2010; Quayle, 1998).
Domestic suppliers start to realize that particularly in industrial markets customers are likely
to switch to another competing supplier, if this one better matches the defined criteria
(Shipley et al., 1991). Since for cost-oriented purchasing strategies, price is one of the most
important selection criteria, the competitive pressures are high for products offered by many
suppliers (De Toni, 1999). Most scholars agree that the higher the density of suppliers in a
market, the smaller will be the price dispersion (Barron et al., 2004; Lewis, 2008; Morgan et
al., 2006). Hence, it is recommended to invite a large number of suppliers to prepare
quotations for a specified product. Including many suppliers in a quotation is thus likely to
limit price dispersion and to increase the intensity of competition. Additionally, Chellappa et
al. (2011) find that the presence of low-cost suppliers limits the extent of price dispersion.
Hence, also taking diverse suppliers into consideration for a business relationship might
increase the competition in the supply base. This recommendation fits also to the findings of
scholars, who argue that repeated interaction of the same set of rivals might reduce the
intensity of competition (Bayer et al., 2013). Accordingly, collusive behavior e.g. through the
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formation of cartels, might be a result of repeated interaction of suppliers (Blanckenburg et
al., 2012; Bolotova et al., 2008; Slade, 1990).

Recommendation 4: Bear the incorporated search costs!

In the reviewed economic literature on price dispersion, there is usually a distinction between
well informed and less informed customers (Chen and Zhang, 2011; Morgan et al., 2006).
The reason for this distinction is that rational customers have to gather information about
market conditions, such as suppliers available and offered prices, in order to make a
purchasing decision (Barron et al., 2004; Liu et al., 2012). However, some customers are not
willing or able to bear the accompanying search costs (Baye et al., 2004b; Chandra and
Tappata, 2011; Sorensen, 2000). As a result, there is a market which includes well informed
and less informed customers (Chen and Zhang, 2011; Morgan et al., 2006). Less informed
customers cannot compare prices and consequently do not know whether another supplier
might provide a more favorable offering. In turn, suppliers might exploit this ignorance and
aim at customers with limited information. These customers are assumed to pay higher prices
for certain products and are therefore particularly attractive for suppliers (Baye et al., 2004a;
Chen and Zhang, 2011). In order to avoid this price discrimination, industrial customers
should strive to gain as much information on market conditions as possible. Accordingly,
purchasing agents are expected to be motivated to search more information in order to gain a
competitive advantage in negotiations with their counterparts in the selling firm (Alejandro et
al., 2011). This approach could be facilitated through an ongoing supplier search, which
could also involve the establishment of international purchasing offices, identifying
competitive foreign suppliers (Jia et al., 2013; Nassimbeni and Sartor, 2006).

Recommendation 5: Develop and follow a code of conduct!

Another important recommendation is to develop transparent purchasing rules and to
consistently follow these rules (Ellegaard and Koch, 2012; Hatani and McGaughey, 2013). In
essence, the defined rules should ensure a fair competition between suppliers and increase the
professional credibility of the buying organization (Zhang et al.,, 2011). In contrast,
inconsistent behavior as well as deviations from the defined rules might somewhat limit the
trust in the business partner (Seymour, 1986). Moreover, unclear behavior creates a
vulnerability to price discrimination (Chellappa et al., 2011; Lach, 2002). This might be
particularly true for relationships with established suppliers that have a long history with the
buying company (Stole, 2007). Since many organizations rate the success of their purchasing
departments based on price reductions, this might be a starting-point for price discrimination
(Jap, 2003; Stole, 2007; Woodside and Wilson, 2000). Suppliers might offer the purchaser to
reduce the price of another running project and expect in turn that they are awarded with a
purchasing order for a certain item, even without offering the lowest price. Purchasers might
be willing to accept such propositions because they can generate quick-savings (Meif3ner,
2012). Consequently, the purchasing organization might actually allow supplier
differentiation, which would undermine one of the preconditions for fair price competition
(Stole, 2007). Furthermore, those suppliers that are not considered despite offering the lowest
price (Jap, 2002; Thomas and Wilson, 2005), might lose their motivation to prepare a serious
quotation in the future.

DISCUSSION: THE COMBINATION OF COMPETITIVE DYNAMICS AND AN
ASSESSMENT OF PRICE DISPERSION AS ENABLER OF SOURCING SUCCESS
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The initial question of this conceptual paper was whether price dispersion could be an
appropriate means to evaluate competition and to assess the effectiveness of sourcing levers.
To answer this question, a literature review has been conducted and the results were
combined with the theoretic framework of competitive dynamics.

The reviewed literature indicates that, particularly in the field of economics, many
researchers engage in an analysis of price dispersion (see e.g. Baye et al., 2004b; Borenstein
and Rose, 1994; Chen and Zhang, 2011; Gerardi and Shapiro, 2009). A large portion of these
studies finds evidence that, for homogeneous goods, the price dispersion decreases when
competition becomes more intensive (Barron et al., 2004; Clay et al., 2001; Gerardi and
Shapiro, 2009; Lewis, 2008). However, some studies find contradicting results (Pan et al.,
2004). We argue that these ambiguous results might partially be due to the fact that the unit
of analysis in the reviewed economic studies was the consumer. Hence, we explicitly
unravelled the distinctive characteristics of purchasing in B2B and B2C environments.

The core differences are that in industrial purchasing, there are multiple roles involved in the
purchasing process, the buyers are professionally trained individuals, the decision processes
are complex, there are rational decision criteria, and firms possess financial resources that can
be used to gather market information (Emiliani, 2006; Emiliani, 2000; Webster Jr and Wind,
1972; Woodside and Wilson, 2000). Based on these insights, it is argued that in B2B markets,
price dispersion might be indeed a valid measure for competition (Scheffler et al., 2014).

In order to understand how competition and competitive forces might affect corporate
success, competitive dynamics have been chosen as a theoretical lens (Chen and Miller,
2012; Katila et al.,, 2012; Lamberg et al., 2009; Sirmon et al., 2008). Literature on
competitive dynamics suggests that actions of one company are likely to provoke a reaction
of another company (Chen and Miller, 2012; Ketchen et al., 2004). Thus, in a purchasing
context, the idea emerges that the buying organization can exploit the forces of competition
to increase the own corporate performance. In order to illustrate our elaborations, five
practical recommendations have been presented, which could act as a guideline for buying
organizations that pursue a cost-oriented purchasing strategy.

The first recommendation is that the buying company should let the suppliers perceive
competition. Only when the suppliers are aware of a situation of rivalry, they can exert and
react on competitive moves, ultimately leading to favorable conditions for the customer
(Chen and Miller, 2012; Meyer and Sinani, 2009). By doing so, the suppliers might be
motivated to engage in price competition, which could considerably reduce the negotiated
price levels (Chen et al., 2007; Sirmon et al., 2010).

The second recommendation is to make use of the data available to the buyer. In the age of
big-data, most successful companies install business intelligence departments (Sahay and
Ranjan, 2008). Thus, large amounts of information, such as offered prices and market
conditions are available (Davenport, 2006; Gottschalk and Berg, 2007; Handfield, 2004).
Purchasing departments are recommended to analyze these data. Particularly a calculation of
the price dispersion for a certain item is assumed to be beneficial for the buying organization.
By evaluating the price dispersion, companies could assess the intensity of competition in
their supply base, which in turn could indicate the effectiveness of the applied sourcing levers
(Scheffler et al., 2014). Thus price dispersion is proposed to expand the boundaries of a
purely cost-reduction oriented assessment of sourcing success.

Additionally, it is recommended to take many and diverse suppliers into consideration for a
business relationship. Prior research shows that a large number of suppliers available can
contribute to the competitive pressures in a market (Barron et al., 2004; De Toni, 1999;
Lewis, 2008; Morgan et al., 2006). Furthermore, the set of bidding suppliers should be rather
diverse, in order to breed competition. If suppliers know each other very well as result of
repeated interaction, the risk of collusive behavior increases (Bayer et al., 2013). By taking

14



diverse suppliers into consideration, the risk of collusion could be reduced and the
competitive pressure can grow (Blanckenburg et al., 2012; Bolotova et al., 2008).

As a fourth recommendation, it is stated that buying organizations should be ready to cover
the costs that emerge during the process of gathering information (Chandra and Tappata,
2011; Liu et al., 2012). Only if the company has different quotations from different suppliers,
comparisons can be made (Barron et al., 2004). This kind of information is a precondition to
induce price competition between suppliers. However, to receive different offerings, buyers
must engage in a costly search process (Chandra and Tappata, 2011).

Finally, it is recommended to develop and to follow a code of conduct (Ellegaard and Koch,
2012; Hatani and McGaughey, 2013). For specific items it might make sense to pursue strict
cost-oriented sourcing strategies. Accordingly, for these items the rule could be defined that
the supplier that offers the lowest price will be selected for the business relationship, under
the precondition that the hygienic requirements (e.g. quality) are met. Deviations from the
defined sourcing rules might increase the risk for price discrimination because some suppliers
could search for opportunities to differentiate themselves from their competitors (Jap, 2003;
Stole, 2007; Woodside and Wilson, 2000). Further, it could be detrimental to a firm’s
credibility, if there is no enforcement of the defined and communicated rules (Seymour,
1986; Zhang et al., 2011).

Taking all things into consideration, the paper combines approaches from the field of
economics and links them to purchasing practice and the literature stream of competitive
dynamics. The presented recommendations do not just aim at squeezing out suppliers but
rather set incentives for cost reducing innovation and to unleash the competitive forces of the
market. By doing so, the buying organization might considerably increase its corporate
performance. However, also the selling organization could improve its performance by
investing in efficient production approaches, reducing the marginal cost and possibly gaining
a competitive advantage over their rivals.

IMPACT ON THEORY AND PRACTICE: A NEW MEASURE OF COMPETITION,
THE COMBINATION OF MANAGEMENT AND ECONOMIC LITERATURE, AND
THE DEVELOPMENT OF FIVE PRACTICAL RECOMMENDATIONS

This conceptual paper provides various implications for theory and practice. Starting with the
theoretical contributions, a literature review on price dispersion has been conducted.
Specifically, literature from the field of economics has been analyzed, in order to explore
whether homogenous product price dispersion could be a suitable measure for competition in
B2B supply markets. The literature review resulted in the proposition of an additional tool to
assess the success of sourcing levers, which was called for by many scholars (Horn et al.,
2013; Scheffler et al., 2014; Schiele et al., 2011).

Additionally, economic insights are combined with the literature stream of competitive
dynamics, resulting in a synthesis of knowledge, which can be used as point of departure for
further research efforts. Particularly, future research could focus on the empirical validation
of price dispersion as a measure for competition in industrial purchasing environments.
Moreover, it could be interesting to develop a framework for buying organizations,
facilitating the decision, whether to aim at price competition between suppliers or to engage
in collaborative partnerships. Further, it should be assessed how big data can be used as a
basis for purchasing decisions.

From a practitioner’s perspective, the paper strives to translate theoretical insights to practical
recommendations. As a consequence, five recommendations have been developed that can
represent a practical guide for buyers and purchasing organizations. In detail, the
recommendations cover the desired characteristics of competition in the supply market, the
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optimal configuration of the supply base, the application of big data, the investments in
gathering information, and the consistency of purchasing behavior.

Despite its contributions to theory and practice, the paper has also limitations. One limitation
is the exclusive reliance on literature, instead of using original data or observations. Next, the
recommendations are to a large extent grounded in assumptions and need to be validated
through further research. Still, the paper is argued to be a viable starting point for future
research and purchasing practice.

CONCLUSION: COMPANIES SHOULD ACTIVELY INDUCE AND MEASURE
COMPETITION TO IMPROVE CORPORATE SUCCESS

Scholars as well as practitioners have acknowledged the importance of purchasing for
corporate success (Kraljic, 1983; Monczka et al., 2008; Quintens et al., 2006). Though,
purchasing is not seen any more as “necessary evil” but rather as an opportunity to make an
organization more profitable (Monczka et al., 2008). As a consequence, a large amount of
research has been conducted on how to achieve purchasing excellence (Trent and Monczka,
2005). Recently, it became apparent that the assessment of the effectiveness of sourcing
strategies and levers is a complex task (Horn et al., 2013; Schiele et al., 2011). In this context
the idea emerged that next to directly observable cost savings also indirect effects, such as the
emergence of more favorable supply market conditions, should be examined. Particularly the
creation of intensive competition is assumed to improve the purchasing performance of
industrial organizations (Chen and Miller, 2012; Lamberg et al., 2009; Monczka et al., 2008).
So far, there was no feasible measure to assess the competitiveness of supply markets.

In this paper, economic theories on price dispersion have been reviewed and framed for an
application in supply chain management. Specifically, previous research on price dispersion
was limited to B2C markets. In this paper, however, it is highlighted that there are significant
differences between B2C and B2B environments (Emiliani, 2006; Webster Jr and Wind,
1972; Woodside and Wilson, 2000). Therefore, price dispersion is argued to be a suitable
measure for competition in supply markets. In general, it is assumed that the stronger the
competition, the smaller will be the price dispersion for homogenous goods (Barron et al.,
2004; Clay et al., 2001; Lewis, 2008).

The idea to assess the intensity of competition in supply markets is combined with the
theoretical framework of competitive dynamics. Thus, in this paper, economic research has
been combined with management literature and translated into five practical
recommendations for purchasing agents.

16



REFERENCES

Abe, M., Ye, L., 2013. Building Resilient Supply Chains against Natural Disasters: The
Cases of Japan and Thailand. Global Business Review 14, 567-586.

Abrantes-Metz, R.M., Froeb, L.M., Geweke, J., Taylor, C.T., 2006. A variance screen for
collusion. International Journal of Industrial Organization 24, 467-486.

Aissaoui, N., Haouari, M., Hassini, E., 2007. Supplier selection and order lot sizing
modeling: A review. Computers & operations research 34, 3516-3540.

Aléez-Aller, R., Longéas-Garcia, J.C., 2010. Dynamic supplier management in the automotive
industry. International Journal of Operations & Production Management 30, 312-335.
Alejandro, T.B., Kowalkowski, C., da Silva Freire Ritter, J.G., Marchetti, R.Z., Prado, P.H.,
2011. Information search in complex industrial buying: Empirical evidence from Brazil.
Industrial Marketing Management 40, 17-27.

Ancarani, F., 2002. Pricing and the Internet:: Frictionless Commerce or Pricer’s Paradise?
European Management Journal 20, 680-687.

Ancarani, F., Shankar, V., 2004. Price levels and price dispersion within and across multiple
retailer types: Further evidence and extension. Journal of the Academy of Marketing Science
32, 176-187.

Anderson, J.C., Narus, J.A., Narayandas, D., 1999. Business market management:
Understanding, creating, and delivering value. Prentice Hall Upper Saddle River, NJ.
Andersson, S., Servais, P., 2010. Combining industrial buyer and seller strategies for
international supply and marketing management. European Business Review 22, 64-81.
Arantola, H., 2002. Consumer Bonding-A Conceptual Exploration. Journal of Relationship
Marketing 1, 93-107.

Arnold, M.A., Saliba, C., 2011. Asymmetric capacity constraints and equilibrium price
dispersion. Economics Letters 111, 158-160.

Arrow, K., 1962. Economic welfare and the allocation of resources for invention, The rate
and direction of inventive activity: Economic and social factors. Nber, pp. 609-626.

Azar, O.H., 2013. Firm strategy and biased decision making: The price dispersion puzzle.
Applied Economics 45, 901-910.

Baffes, J., 1991. Some further evidence on the law of one price: The law of one price still
holds. American Journal of Agricultural Economics 73, 1264-1273.

Barron, J.M., Taylor, B.A., Umbeck, J.R., 2004. Number of sellers, average prices, and price
dispersion. International Journal of Industrial Organization 22, 1041-1066.

Basu, S., Fernald, J.G., 1997. Returns to scale in US production: Estimates and implications.
Journal of Political Economy 105, 249-283.

Baye, M.R., Morgan, J., 2004. Price Dispersion in the Lab and on the Internet: Theory and
Evidence. RAND Journal of Economics, 449-466.

Baye, M.R., Morgan, J., Scholten, P., 2004a. Price dispersion in the small and in the large:
Evidence from an internet price comparison site. The Journal of Industrial Economics 52,
463-496.

Baye, M.R., Morgan, J., Scholten, P., 2004b. Temporal price dispersion: Evidence from an
online consumer electronics market. Journal of Interactive Marketing 18, 101-115.

Baye, M.R., Morgan, J., Scholten, P., 2006. Information, search, and price dispersion.
Handbook on economics and information systems 1.

Bayer, R.-C., Wu, H., Chan, M., 2013. Explaining Price Dispersion and Dynamics in
Laboratory Bertrand Markets. Working Papers, University of Adelaide.

Baylis, K., Perloff, J.M., 2002. Price dispersion on the Internet: good firms, bad firms.
Review of Industrial Organization 21, 305-324.

17



Belk, R.W., Wallendorf, M., Sherry Jr, J.F., 1989. The sacred and the profane in consumer
behavior: Theodicy on the odyssey. Journal of consumer research, 1-38.

Bendixen, M., Bukasa, K.A., Abratt, R., 2004. Brand equity in the business-to-business
market. Industrial Marketing Management 33, 371-380.

Bester, H., Petrakis, E., 1993. The incentives for cost reduction in a differentiated industry.
International Journal of Industrial Organization 11, 519-534.

Bharadwaj, N., Matsuno, K., 2006. Investigating the antecedents and outcomes of customer
firm transaction cost savings in a supply chain relationship. Journal of business research 59,
62-72.

Blalock, G., Gertler, P.J., 2008. Welfare gains from foreign direct investment through
technology transfer to local suppliers. Journal of International Economics 74, 402-421.
Blanckenburg, K., Geist, A., Kholodilin, K.A., 2012. The influence of collusion on price
changes: New evidence from major cartel cases. German Economic Review 13, 245-256.
Bolotova, Y., Connor, J.M., Miller, D.J., 2008. The impact of collusion on price behavior:
Empirical results from two recent cases. International Journal of Industrial Organization 26,
1290-1307.

Bonanno, G., Haworth, B., 1998. Intensity of competition and the choice between product
and process innovation. International Journal of Industrial Organization 16, 495-510.

Boone, J., 2008. A New Way to Measure Competition*. The Economic Journal 118, 1245-
1261.

Boone, J., Van Ours, J.C., Van Der Wiel, H., 2007. How (not) to measure competition.
Centre for Economic Policy Research.

Borenstein, S., Rose, N., 1994. Competition and price dispersion in the U.S. airline industry.
Journal of Political Economy 102, 653-683.

Brander, J.A., Spencer, B.J., 1981. Tariffs and the extraction of foreign monopoly rents under
potential entry. Canadian journal of Economics, 371-389.

Brynjolfsson, E., Smith, M.D., 2000. Frictionless commerce? A comparison of Internet and
conventional retailers. Management Science 46, 563-585.

Carlton, D.W., 1977. Peak load pricing with stochastic demand. American Economic Review
67, 1006-1010.

Carter, J.R., Narasimhan, R., 1996. Is purchasing really strategic? Journal of Supply Chain
Management 32, 20-28.

Chandra, A., Tappata, M., 2011. Consumer search and dynamic price dispersion: an
application to gasoline markets. The RAND Journal of Economics 42, 681-704.

Chellappa, R.K., Sin, R.G., Siddarth, S., 2011. Price formats as a source of price dispersion:
A study of online and offline prices in the domestic US airline markets. Information systems
research 22, 83-98.

Chen, M.-J., 1996. Competitor analysis and interfirm rivalry: Toward a theoretical
integration. Academy of Management Review 21, 100-134.

Chen, M.-J., 2009. Competitive dynamics research: An insider’s odyssey. Asia Pacific
Journal of Management 26, 5-25.

Chen, M.-J., Miller, D., 2011. The relational perspective as a business mindset: Managerial
implications for East and West. The Academy of Management Perspectives 25, 6-18.

Chen, M.-J., Miller, D., 2012. Competitive Dynamics: Themes, Trends, and a Prospective
Research Platform. Academy of Management Annals 6, 135-210.

Chen, M.-J., Su, K.-H., Tsai, W., 2007. Competitive tension: the awareness-motivation-
capability perspective. Academy of Management Journal 50, 101-118.

Chen, Y., Zhang, T., 2011. Equilibrium price dispersion with heterogeneous searchers.
International Journal of Industrial Organization 29, 645-654.

18



Chevalier, J., Goolsbee, A., 2003. Measuring prices and price competition online:
Amazon.com and BarnesandNoble.com. Quantitative Marketing and Economics 1, 203-222.
Chioveanu, 1., Zhou, J., 2013. Price competition with consumer confusion. Management
Science 59, 2450-24609.

Clay, K., Krishnan, R., Wolff, E., 2001. Prices and price dispersion on the web: evidence
from the online book industry. The Journal of Industrial Economics 49, 521-539.

Clemons, E.K., Hann, I.-H., Hitt, L.M., 2002. Price dispersion and differentiation in online
travel: An empirical investigation. Management Science 48, 534-549.

Colton, R.R., 1962. Industrial Purchasing: Principles and Practices. Merrill Books.

Cooper, M.C., Gardner, J.T., 1993. Building good business relationships: more than just
partnering or strategic alliances? International Journal of Physical Distribution & Logistics
Management 23, 14-26.

Cornia, M., Gerardi, K.S., Shapiro, A.H., 2012. Price Dispersion Over the Business Cycle:
Evidence from the Airline Industry. The Journal of Industrial Economics 60, 347-373.
Dahlby, B., West, D.S., 1986. Price dispersion in an automobile insurance market. The
journal of political economy, 418-438.

Davenport, T.H., 2006. Competing on analytics. Harvard business review 84, 98.

De Toni, A., 1999. Buyer-supplier operational practices, sourcing policies and plant
performances: results of an empirical research. International Journal of Production Research
37,597-619.

Desai, P., Kekre, S., Radhakrishnan, S., Srinivasan, K., 2001. Product differentiation and
commonality in design: Balancing revenue and cost drivers. Management Science 47, 37-51.
Doha, A., Das, A., Pagell, M., 2013. The influence of product life cycle on the efficacy of
purchasing practices. International Journal of Operations & Production Management 33, 470-
498.

Dubois, A., Gadde, L.-E., Mattsson, L.-G., 2003. Change and continuity in the supplier base:
a case study of a manufacturing firm 1964-2002. Journal of Customer Behaviour 2, 409-432.
Eggert, A., Helm, S., 2003. Exploring the impact of relationship transparency on business
relationships: A cross-sectional study among purchasing managers in Germany. Industrial
Marketing Management 32, 101-108.

Ellegaard, C., Koch, C., 2012. The effects of low internal integration between purchasing and
operations on suppliers’ resource mobilization. Journal of Purchasing and Supply
Management 18, 148-158.

Emiliani, M., 2006. Executive decision-making traps and B2B online reverse auctions.
Supply Chain Management: An International Journal 11, 6-9.

Emiliani, M.L., 2000. Business-to-business online auctions: key issues for purchasing process
improvement. Supply Chain Management: An International Journal 5, 176-186.

Feng, B., 2012. Multisourcing suppliers selection in service outsourcing. Journal of the
Operational Research Society 63, 582-596.

Fornell, C., Robinson, W.T., 1983. Industrial organization and consumer
satisfaction/dissatisfaction. Journal of consumer research 9, 403.

Furrer, O., Thomas, H., 2000. The rivalry matrix: understanding rivalry and competitive
dynamics. European Management Journal 18, 619-637.

Gerardi, K.S., Shapiro, A.H., 2009. Does competition reduce price dispersion?. New
evidence from the airline industry. Journal of Political Economy 117, 1-37.

Geuens, M., 2011. Where does business research go from here? Food-for-thought on
academic papers in business research. Journal of business research 64, 1104-1107.

Ghose, A., Yao, Y., 2011. Using transaction prices to re-examine price dispersion in
electronic markets. Information systems research 22, 269-288.

19



Giunipero, L.C., Pillai, K.G., Chapman, S.N., Clark, R.A., 2005. A longitudinal examination
of JIT purchasing practices. International Journal of Logistics Management, The 16, 51-70.
Goldberg, P.K., Verboven, F., 2001. The evolution of price dispersion in the European car
market. The Review of Economic Studies 68, 811-848.

Gottschalk, P., Berg, M.E., 2007. Information systems in the value shop business of police
investigations. International Journal of Business and Systems Research 1, 47-60.

Hahn, C.K., Kim, K.H., Kim, J.S., 1986. Costs of competition: implications for purchasing
strategy. Journal of Purchasing and Materials Management 22, 2-7.

Hakansson, H., 1982. International marketing and purchasing of industrial goods. John Wiley
& Sons, Chichester.

Handfield, R., 2004. Supply market intelligence: A managerial handbook for building
sourcing strategies. CRC Press.

Harrington, J.E., 2005. OPTIMAL CARTEL PRICING IN THE PRESENCE OF AN
ANTITRUST AUTHORITY™*. International Economic Review 46, 145-1609.

Hatani, F., McGaughey, S.L., 2013. Network cohesion in global expansion: An evolutionary
view. Journal of World Business 48, 455-465.

Hayes, K.J., Ross, L.B., 1998. Is airline price dispersion the result of careful planning or
competitive forces? Review of Industrial Organization 13, 523-541.

Haynes, P.J., Helms, M.M., 1991. An ethical framework for purchasing decisions.
Management Decision 29.

Hess, J.D., Gerstner, E., 1991. Price-matching policies: An empirical case. Managerial and
Decision Economics 12, 305-315.

Hopp, W.J., Xu, X., 2008. A static approximation for dynamic demand substitution with
applications in a competitive market. Operations Research 56, 630-645.

Horn, P., Scheffler, P., Schiele, H., 2014. Internal integration as a pre-condition for external
integration in global sourcing: a social capital perspective. International Journal of Production
Economics.

Horn, P., Schiele, H., Werner, W., 2013. The ugly twins: failed low-wage-country sourcing
projects and their expensive replacements. Journal of Purchasing and Supply Management
19, 27-38.

Hughes, J., Gordon, M., 2011. Best Practices for Negotiating with Key Suppliers.

Hattinger, L., Schiele, H., Veldman, J., 2012. The drivers of customer attractiveness, supplier
satisfaction and preferred customer status: A literature review. Industrial Marketing
Management 41, 1194-1205.

Hutton, J.G., 1997. A study of brand equity in an organizational-buying context. Journal of
Product & Brand Management 6, 428-439.

Hutzschenrieder, 2009. A review of empirical reserach on dynamic cmpetitive stratgey.
International Journal of Managemengt Reviews 11, 421-461.

Jacobsen, M.R., 2013. Evaluating us fuel economy standards in a model with producer and
household heterogeneity. American Economic Journal: Economic Policy 5, 148-187.

Jap, S.D., 2002. Online reverse auctions: Issues, themes, and prospects for the future. Journal
of the Academy of Marketing Science 30, 506-525.

Jap, S.D., 2003. An exploratory study of the introduction of online reverse auctions. Journal
of Marketing 67, 96-107.

Jap, S.D., 2007. The impact of online reverse auction design on buyer-supplier relationships.
Journal of Marketing 71, 146-159.

Jia, F., Lamming, R., Sartor, M., Orzes, G., Nassimbeni, G., 2013. Global purchasing strategy
and International Purchasing Offices: Evidence from case studies. International Journal of
Production Economics.

20



Jin, Y., Ryan, J.K., 2012. Price and service competition in an outsourced supply chain.
Production and Operations Management 21, 331-344.

Johnson, M.D., Selnes, F., 2012. Diversifying your customer portfolio. Sloan Management.
Johnson, P.F., Klassen, R.D., Leenders, M.R., Fearon, H.E., 2002. Determinants of
purchasing team usage in the supply chain. Journal of Operations Management 20, 77-89.
Johnston, W.J., Bonama, T.V., 1981. Purchase process for capital equipment and services.
Industrial Marketing Management 10, 253-264.

Kajuter, P., Kulmala, H.I., 2005. Open-book accounting in networks: Potential achievements
and reasons for failures. Management Accounting Research 16, 179-204.

Katila, R., Chen, E.L., Piezunka, H., 2012. All the right moves: how entrepreneurial firms
compete effectively. Strategic Entrepreneurship Journal 6, 116-132.

Kaufmann, L., Korte, P., 2010. Responses of advanced country MNEs to low-cost country
imports in their home markets. Management international review 50, 241-262.

Ketchen, D.J., Snow, C.C., Hoover, V.L., 2004. Research on competitive dynamics: Recent
accomplishments and future challenges. Journal of Management 30, 779-804.

Khan, O., Burnes, B., 2007. Risk and supply chain management: creating a research agenda.
International Journal of Logistics Management, The 18, 197-216.

Kogut, B., 1985. Designing global strategies: Comparative and competitive value-added
chains. Sloan Management Review 26, 15-28.

Kraljic, P., 1983. Purchasing must become supply management. Harvard business review 61,
109-117.

Krause, D.R., 1997. Supplier development: current practices and outcomes. Journal of Supply
Chain Management 33, 12-109.

Kreps, D.M., Scheinkman, J.A., 1983. Quantity precommitment and Bertrand competition
yield Cournot outcomes. The Bell Journal of Economics, 326-337.

Lach, S., 2002. Existence and persistence of price dispersion: an empirical analysis. Review
of Economics and Statistics 84, 433-444.

Lamberg, J.-A., Tikkanen, H., Nokelainen, T., Suur-Inkeroinen, H., 2009. Competitive
dynamics, strategic consistency, and organizational survival. Strategic Management Journal
30, 45-60.

Larson, P.D., Kulchitsky, J.D., 1998. Single sourcing and supplier certification: performance
and relationship implications. Industrial Marketing Management 27, 73-81.

Laudon, K.C., Laudon, J.P., 2011. Essentials of management information systems. Pearson
Upper Saddle River.

Lewis, M., 2008. Price dispersion and competition with differentiated sellers. The Journal of
Industrial Economics 56, 654-678.

Lieberman, M.B., Montgomery, D.B., 1988. First-mover advantages. Strategic Management
Journal 9, 41-58.

Lilien, G.L., Wong, M.A., 1984. An exploratory investigation of the structure of the buying
center in the metalworking industry. Journal of marketing research, 1-11.

Liu, Y., Feng, J., Wei, K.K., 2012. Negative price premium effect in online market—the
impact of competition and buyer informativeness on the pricing strategies of sellers with
different reputation levels. Decision Support Systems 54, 681-690.

Livengood, R.S., Reger, R.K., 2010. That's our turf! Identity domains and competitive
dynamics. Academy of Management Review 35, 48-66.

Maclnnis, D.J., 2011. A framework for conceptual contributions in marketing. Journal of
Marketing 75, 136-154.

MacNeill, S., Chanaron, J.-J., 2005. Trends and drivers of change in the European automotive
industry:(I) mapping the current situation. International journal of automotive technology and
management 5, 83-106.

21



McCarthy-Byrne, T.M., Mentzer, J.T., 2011. Integrating supply chain infrastructure and
process to create joint value. International Journal of Physical Distribution and Logistics
Management 41, 135-161.

Mclvor, R., 2008. What is the right outsourcing strategy for your process? European
Management Journal 26, 24-34.

MeiRner, H.-R., 2012. Preisdruck auf die Automobil-Zulieferindustrie. Berlin.

Meyer, K.E., Sinani, E., 2009. When and where does foreign direct investment generate
positive spillovers? A meta-analysis. Journal of International Business Studies 40, 1075-
1094.

Min, H., LaTour, M.S., Williams, A., 1994. Positioning against foreign supply sources in an
international purchasing environment. Industrial Marketing Management 23, 371-382.
Monczka, R.M., Handfield, R.B., Giunipero, L., 2008. Purchasing and supply chain
management. South-Western Educ Pub, Mason, OH.

Morgan, J., Orzen, H., Sefton, M., 2006. An experimental study of price dispersion. Games
and Economic Behavior 54, 134-158.

Mudambi, S.M., Tallman, S., 2010. Make, buy or ally? Theoretical perspectives on
knowledge process outsourcing through alliances. Journal of Management Studies 47, 1434-
1456.

Murtaza, M.B., Gupta, V., Carroll, R.C., 2004. E-marketplaces and the future of supply chain
management: opportunities and challenges. Business Process Management Journal 10, 325-
335.

Nassimbeni, G., Sartor, M., 2006. International purchasing offices in China. Production
Planning & Control 17, 494-507.

Ndofor, H.A., Sirmon, D.G., He, X., 2011. Firm resources, competitive actions and
performance: investigating a mediated model with evidence from the in-vitro diagnostics
industry. Strategic Management Journal 32, 640-657.

Pan, X., Ratchford, B.T., Shankar, V., 2002. Can price dispersion in online markets be
explained by differences in e-tailer service quality? Journal of the Academy of Marketing
Science 30, 433-445.

Pan, X., Ratchford, B.T., Shankar, V., 2004. Price dispersion on the internet: a review and
directions for future research. Journal of Interactive Marketing 18, 116-135.

Park, J., Shin, K., Chang, T.-W., Park, J., 2010. An integrative framework for supplier
relationship management. Industrial Management & Data Systems 110, 495-515.

Parker, D., Hartley, K., 1997. The economics of partnership sourcing versus adversarial
competition: a critique. European Journal of Purchasing & Supply Management 3, 115-125.
Pereira, P., 2005. Do lower search costs reduce prices and price dispersion? Information
Economics and Policy 17, 61-72.

Porter, R.H., Zona, J.D., 1992. Detection of bid rigging in procurement auctions. National
Bureau of Economic Research.

Potter, D.M., 1998. Exporting a Japanese model? Collusion in the foreign aid program.
Journal of Economic Issues, 403-409.

Pratt, JW., Wise, D.A., Zeckhauser, R., 1979. Price differences in almost competitive
markets. The Quarterly Journal of Economics 93, 189-211.

Qiu, L.D., 1997. On the dynamic efficiency of Bertrand and Cournot equilibria. Journal of
Economic theory 75, 213-229.

Quayle, M., 1998. Industrial procurement: factors affecting sourcing decisions. European
Journal of Purchasing & Supply Management 4, 199-205.

Quintens, L., Pauwels, P., Matthyssens, P., 2006. Global purchasing strategy:
Conceptualization and measurement. Industrial Marketing Management 35, 881-891.

Raider, H.J., 1998. Market structure and innovation. Social Science Research 27, 1-21.

22



Rosen, S., 1974. Hedonic prices and implicit markets: product differentiation in pure
competition. The journal of political economy, 34-55.

Rothschild, M., Stiglitz, J.E., 1970. Increasing risk: I. A definition. Journal of Economic
theory 2, 225-243.

Rozinat, A., van der Aalst, W.M., 2006. Conformance testing: Measuring the fit and
appropriateness of event logs and process models, Business Process Management
Workshops. Springer, pp. 163-176.

Rozinat, A., van der Aalst, W.M., 2008. Conformance checking of processes based on
monitoring real behavior. Information Systems 33, 64-95.

Sahay, B., Ranjan, J., 2008. Real time business intelligence in supply chain analytics.
Information Management & Computer Security 16, 28-48.

Salop, S., Stiglitz, J., 1977. Bargains and ripoffs: A model of monopolistically competitive
price dispersion. The Review of Economic Studies, 493-510.

Sartor, M., Orzes, G., Nassimbeni, G., Jia, F., Lamming, R., 2014. International purchasing
offices: Literature review and research directions. Journal of Purchasing and Supply
Management 20, 1-17.

Saxena, A., Moser, R., Rogers, H., 2013. The impact of rent—based supplier management
activities on purchasing performance. International Journal of Integrated Supply Management
8, 141-172.

Scheffler, P., Vos, F., Schiele, H., Horn, P., 2014. Does global sourcing pay-off? a
competitive dynamics perspective. Proceedings of the IPSERA conference.

Schiele, H., Calvi, R., Gibbert, M., 2012. Customer attractiveness, supplier satisfaction and
preferred customer status: Introduction, definitions and an overarching framework. Industrial
Marketing Management 41, 1178-1185.

Schiele, H., Horn, P., Vos, B., 2011. Estimating cost-saving potential from international
sourcing and other sourcing levers: Relative importance and trade-offs. International Journal
of Physical Distribution & Logistics Management 41, 315-336.

Schoenherr, T., Mabert, V.A., 2008. The use of bundling in B2B online reverse auctions.
Journal of Operations Management 26, 81-95.

Schumpeter, J.A., 1942. Capitalism, socialism and democracy. Harper and Brothers, New
York.

Seymour, D.T., 1986. Forced compliance in family decision-making. Psychology &
Marketing 3, 223-237.

Shipley, D., Egan, C., Edgett, S., 1991. Meeting source selection criteria: direct versus
distributor channels. Industrial Marketing Management 20, 297-303.

Singh, N., Vives, X., 1984. Price and quantity competition in a differentiated duopoly. The
RAND Journal of Economics, 546-554.

Sirmon, D.G., Gove, S., Hitt, M.A., 2008. Resource management in dyadic competitive
rivalry: The effects of resource bundling and deployment. Academy of Management Journal
51, 919-935.

Sirmon, D.G., Hitt, M.A., Arregle, J.-L., Tochman Campbell, J., 2010. The dynamic interplay
of capability strengths and weaknesses: investigating the bases of temporary competitive
advantage. Strategic Management Journal 31, 1386-1409.

Slade, M.E., 1990. Strategic pricing models and interpretation of price-war data. European
Economic Review 34, 524-537.

Smeltzer, L.R., Carr, A.S., 2003. Electronic reverse auctions: promises, risks and conditions
for success. Industrial Marketing Management 32, 481-488.

Smith, K.G., Ferrier, W.J., Ndofor, H., 2001. Competitive dynamics research: critique and
future directions, in: Hitt, M., Freeman, R.E., Harrison, J. (Eds.), Handbook of strategic
Management. Blackwell, London, pp. 315-361.

23



Sorensen, A.T., 2000. Equilibrium price dispersion in retail markets for prescription drugs.
Journal of Political Economy 108, 833-850.

Steinle, C., Schiele, H., 2008. Limits to global sourcing? Strategic consequences of
dependency on international suppliers: cluster theory, resource-based view and case studies.
Journal of Purchasing & Supply Management 14, 3-14.

Stewart, D.W., Zinkhan, G.M., 2006. Enhancing marketing theory in academic research.
Journal of the Academy of Marketing Science 34, 477-480.

Stigler, G.J., 1961. The economics of information. The journal of political economy, 213-
225.

Stigler, G.J., 1964. A theory of oligopoly. The journal of political economy, 44-61.

Stock, R.M., 2005. Can customer satisfaction decrease price sensitivity in business-to-
business markets? Journal of Business-to-Business Marketing 12, 59-87.

Stole, L.A., 2007. Price discrimination and competition. Handbook of industrial organization
3, 2221-2299.

Talluri, S., 2002. A buyer—seller game model for selection and negotiation of purchasing
bids. European Journal of Operational Research 143, 171-180.

Tang, Z., Smith, M.D., Montgomery, A., 2010. The impact of shopbot use on prices and price
dispersion: Evidence from online book retailing. International Journal of Industrial
Organization 28, 579-590.

Tanner, J., Raymond, M.A., Schuster, C., 2010. Principles of Marketing. Flat World
Knowledge, Inc.

Theodosiou, M., Kehagias, J., Katsikea, E., 2012. Strategic orientations, marketing
capabilities and firm performance: An empirical investigation in the context of frontline
managers in service organizations. Industrial Marketing Management 41, 1058-1070.
Thomas, C.J., Wilson, B.J., 2005. Verifiable Offers and the Relationship Between Auctions
and Multilateral Negotiations*. The Economic Journal 115, 1016-1031.

Tollner, A., Blut, M., Holzmuller, H.H., 2011. Customer solutions in the capital goods
industry: Examining the impact of the buying center. Industrial Marketing Management 40,
712-722.

Tremblay, V.J., Tremblay, C.H., Isariyawongse, K., 2013. Cournot and Bertrand Competition
when Advertising Rotates Demand: The Case of Honda and Scion. International Journal of
the Economics of Business 20, 125-141.

Trent, R.J., Monczka, R.M., 2005. Achieving excellence in global sourcing. Sloan
Management Review 47, 24-32.

Ulaga, W., Eggert, A., 2006. Value-based differentiation in business relationships: gaining
and sustaining key supplier status. Journal of Marketing 70, 119-136.

Varian, H.R., 1980. A model of sales. The American Economic Review, 651-659.
Venkatesan, R., Mehta, K., Bapna, R., 2007. Do market characteristics impact the
relationship between retailer characteristics and online prices? Journal of Retailing 83, 309-
324,

Vogt, J.-O., 2011. Supply Chain Intelligence, Business Excellence in Produktion und
Logistik. Springer, pp. 265-281.

Von Hippel, E., De Jong, J.P., Flowers, S., 2012. Comparing business and household sector
innovation in consumer products: findings from a representative study in the United
Kingdom. Management Science 58, 1669-1681.

Wagner, W.B., 1993. Changing Role and Relevance of Purchasing: Impact on Organizational
Effectiveness. International Journal of Physical Distribution & Logistics Management 23, 12-
20.

Watts, R.E., 2011. Developing a conceptual article for publication in counseling journals.
Journal of Counseling & Development 89, 308-312.

24



Webster Jr, F., Wind, Y., 1972. A general model for understanding organizational buying
behavior. The Journal of Marketing 36, 12-19.

West, D.C., Paliwoda, S.J., 1996. Advertising client-agency relationships: the decision-
making structure of clients. European Journal of Marketing 30, 22-39.

Wilhelm, M.M., 2011. Managing coopetition through horizontal supply chain relations:
linking dyadic and network levels of analysis. Journal of Operations Management 29, 663-
676.

Wood, G., 1995. Ethics at the sales-purchasing interface: A case of double standards? Journal
of Marketing Practice: Applied Marketing Science 1, 21-38.

Woodside, A.G., Wilson, E.J., 2000. Constructing thick descriptions of marketers’ and
buyers’ decision processes in business-to-business relationships. Journal of Business &
Industrial Marketing 15, 354-3609.

Wu, Z., Choi, T.Y., 2005. Supplier—supplier relationships in the buyer—supplier triad:
building theories from eight case studies. Journal of Operations Management 24, 27-52.

Xie, Y.H., 2012. Foreign Firms' Brand Extensions in a Host Market: Strategic Factors in
International Branding Strategy. The Journal of Marketing Theory and Practice 20, 105-118.
Yadav, M.S., 2010. The decline of conceptual articles and implications for knowledge
development. Journal of Marketing 74, 1-19.

Yeyati, E.L., Micco, A., 2007. Concentration and foreign penetration in Latin American
banking sectors: Impact on competition and risk. Journal of Banking & Finance 31, 1633-
1647.

Zhang, C., Viswanathan, S., Henke Jr, J.W., 2011. The boundary spanning capabilities of
purchasing agents in buyer—supplier trust development. Journal of Operations Management
29, 318-328.

25



