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(ABSTRACT)

Proponents of the political economy framework for comparative anal-

ysis have recently proposed that one of the important variables that in-

fluences the way in which uncertainty affects focal organizations is its

critical source. This dissertation investigates the relationship between

the critical source of perceived environmental uncertainty and the poli-

tical processes of the channel dyad. Political processes are

operationalized as the dominant sentiments or relations of conflict and

cooperation which characterize the negotiation process.

lt was hypothesized that uncertainty as perceived in the lateral

(competitive) environment increases cooperation and decreases conflict

among bargainers in a mixed-motive setting. Conversely, uncertainty as

perceived in the vertical (input-output) environment increases conflict

and decreases cooperation.

It was found that lateral uncertainty affected dyadic sentiments as

expected. However, vertical uncertainty had no affect on the dominant

sentiments of bargainers. The amount of uncertainty as perceived in the

external environment as a whole, affected the dominant sentiments of those

bargainers who perceived the outcome to not be in their favor. Here a



moderate amount of perceived uncertainty led to cooperation, but a high

amount led to conflict. Thus it was concluded that perceived environ-

mental uncertainty affects the dominant sentiments of bargaining dyads

differently, depending upon: a) its critical source, and b) the amount.
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Marketing channels can be defined as systems of interdependent or-

ganizations that, through negotiation and exchange, are involved in the

process of making a product or service available for consumption. These,

interorganizational networks are held together by a division of labor

designed to encourage economic efficiency. Early research in this field

was economic in orientation. Its focus was on how to design the dis-

tribution system to be efficient and effective in supplying goods and

commodities.

More recently, a significant stream of research has developed which

views the distribution channel as a network of behavioral relationships

involving coordination, competition, cooperation, conflict, and power.

It is clear that marketing channels are political, as well as economic

institutions. That social science which deals with the interrelationship

of economic and political structures and processes is generally referred

to as "political economy."

Marketing scholars began to adapt the political economy approach to

the study of marketing channels in 1980. Since then a stream of concep-

tually oriented research has developed. An important strength of this

approach is its integrative potential. It offers a unifying, programmatic

framework by encompassing major economic and sociopolitical constructs.

CHAPTER I: INTRODUCTION AND OVERVIEW
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The approach conceives of the distribution channel as a political

economic unit, characterized by internal economic and political processes

and structures, and an external economy and polity. The external poli-

tical economy can be referred to as the organizational environment in

general. The effect of this environment on a focal dyad is unpredictable,

decision making therefore becomes uncertain. From this perspective, gg;

ggrtgigty is the important problem the environment poses. Thus, many of

the theoretical propositions which have emerged from this approach pro-

pose relationships between environmental uncertainty and dyadic struc-

tures and processes.

Tensions resulting from perceived environmental uncertainty may have

varying effects on dyadic structures and processes. Organization theo-

rists usually propose that these effects will be negative for the organ-

ization. For example, environmental uncertainty may pose problems for

interorganizational coordination leading to system disintegration. How-

ever, under some circumstances it would be reasonable to propose that

uncertainty may lead to a willingness to coordinate and therefore result

in increased efficiency.

It has been recently proposed that one of the important variables

that influences the way in which uncertainty affects focal organizations

is its critical source. Thus, does uncertainty affect interorganization

processes differently depending upon its environmental source? If so,

what are the specific relationships between the critical source of un-

certainty and dyadic structures and processes?

CHAPTER I: INTRODUCTION AND OVERVIEW
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This dissertation investigates the relationship between the critical

source of perceived enviornmental uncertainty and the political processes

of the channel dyad. Political processes from this perspective are

operationalized as the dominant sentiments or relations of conflict and

cooperation which characterize the negotiation process.

0I;5VI;5 0; I5; g0NC;EIQALI;AI;05

The political economy approach emphasizes the importance of the

whole field of relations surrounding the formal channel. Relative to a

focal dyad, the external political economy can be understood as generally

consisting of an input, output, competitive, and regulatory sector. These

sectors can be grouped into those that are external to the formal channel,

referred to as the lateral environment (competitive/regulatory), and

those that are internal to the formal channel, referred to as the vertical

environment (input/output). The lateral and vertical environments can

be understood as different sources of uncertainty. For example one could

refer to "lateral uncertainty," meaning uncertainty as perceived in the

competitive/regulatory sectors. Or, one could refer to "vertical uncer-

tainty," meaning uncertainty as perceived in the input/output sectors.

A review of literature suggests that there is some empirical evidence

of a positive correlation between perceived environmental uncertainty and

perceived conflict. Close examination of this finding reveals that this

was uncertainty as perceived in the output sector of the environment, or

vertical uncertainty. This finding has some theoretical support. As-

CHAPTER I: INTRODUCTION AND OVERVIEW 3



suming that vertical uncertainty will be perceived to affect members of

a focal dyad differently, channel members will tend to blame each other

for problems that stem from this uncertainty. For example, if a retailer

is faced with shortages in the supply of demanded manufactured products,

they may accuse their suppliers of not properly forecasting demand.

Similarly, during a period of variable demand or lagging sales, the sup-

plier and manufacturer may accuse the retailer of not properly marketing

the products. In short, under conditions of high vertical uncertainty,

coordination is more likely to fail, leading to perceptions of incompat-

ibility, interference, and tensions.

This positive correlation between uncertainty and conflict may be

true only when uncertainty is perceived to exist in the vertical envi-

ronment. Assuming that lateral uncertainty will be perceived to effect

members of a focal dyad in a similar way, it does not make theoretical

sense that dyad members should blame each other for problems that stem

from this uncertainty. In fact, if lateral uncertainty is perceived by

the focal dyad to be a common problem, it may lead to an exchange of in-

formation and cooperation. For example, if there is uncertainty about

whether or not the government is going to regulate certain kinds of ad-

vertising, this uncertainty will affect channel members similarly. It

could be that only the retailer is promoting the product to the final

consumer, or it could be that both the retailer and the producer are ad-

vertising extensively to the ultimate consumer. In either case, a change

in how they advertise will affect them both. If the producer and retailer

work together to find out what the government is going to do, this typel

CHAPTER I: INTRODUCTION AND OVERVIEW 4



of uncertainty will lead to cooperation. In other words, anything ex-

ternal to an organization which is uncertain may very well lead to ten-

sion, however this tension does not necessarily lead to conflict.

This discussion culminates with three research questions:

1) Will perceived environmental uncertainty affect the dominant

sentiments of the dyad differently, depending upon its critical source?

2) What effect will varying levels of lateral perceived environ-

mental uncertainty have on the level of perceived dyadic conflict and

cooperation?

3) What effect will varying levels of vertical perceived environ-

mental uncertainty have on the level of perceived dyadic conflict and

cooperation?

Since it is the political economy framework which highlights the

whole field of relations surrounding the channel dyad, it is this per-
l

spective which emphasizes the varying effects of different environments.

It is also this perspective which suggests that these relationships are

important for the efficient and effective operation of dyadic exchanges.

0V§ßVIEy OE THE §§I[j0DOLOG!

The aim of this research is to empirically test theoretical re-

lationships. Thus, emphasis is given to the correspondence between em-

pirical indicators.and theoretical constructs. In order to develop a

sensitive test of the theory, comparisons between treatment groups should

be made in a controlled setting using a homogeneous sample. Added control

CHAPTER I: INTRODUCTION AND OVERVIEW 5



has the advantage of·providing the opportunity to: a) decrease error

variance and thus increase the sensitivity of the test, b) establish

temporal sequence, c) rule out alternative explanations, and d) clarify

abstract relationships. On the fourth point, Weick (1965) suggests that

natural events are often cryptic or vague. Added control enables the _

experimenter to produce a setting in which the natural event can be re-

arranged and simplified, making its essence more apparent. The appro-

priate method given these goals is the organizational experiment.

Specifically, that type of organizational experiment which will be used

to test the research hypotheses is referred to as a dyadic negotiation

simulation.

At least seven different traits characterize dyadic negotiation

simulations (Rubin and Brown 1975; Schurr and Lessne 1983). First, ne-

gotiations take place between two individuals. Second, individuals are

motivated to engage in negotiation because they perceive that it is in

their own best interest to do so. This means that the individual will

engage in negotiation if they perceive that satisfaction or utility can

be increased by an agreement with another individual. The third and

fourth characteristics represent possible hindrances to agreement: com-

peting interests and uncertainty. Negotiation is needed since a mixed-

motive setting and lack of information stand in the way of an easy or

automatic agreement. The last three characteristics are central to the

process of negotiation. Communication between individuals must involve

an exchange of offers, counter·offers, and other information; the nego-

tiation dyad must have alternative agreements to choose from; and the

CHAP'I'ER IE INTRODUCTION AND OVERVIEW 6



individuals must have the option of withdrawing from the negotiation.

These last three characteristics are important since they determine an

individual°s freedom to pursue self-interest.

The organizational context to be simulated by the dyadic negotiation

experiment is a bilateral monopolistic structure involving one manufac-

turer and one retailer. These firms are usually described as having been

in business for a number of years and being roughly equal in size, fi-

nancial performance, stability, and profitability. The theoretical

underpinning of this research called for a simulation which includes both

the lateral and vertical environments. This was accomplished by designing

the experimental task to stimulate a concern for the transaction as well

as for how the lateral environment will affect the process and outcome

of negotiation. The type of information distributed to negotiation dyads

was manipulated in such a way as to produce relevant levels of vertical

and lateral environmental uncertainty.

This research utilizes a fully-crossed 2 1: 2 factorial between-

subject design, thus there are four treatments. There are two independent

variables: lateral perceived environmental uncertainty and vertical

perceived environmental uncertainty. Each of these variables was

dichotomized into high and low and then fully-crossed. There are two

dependent variables: conflict and cooperation. It is assumed that con-

flict and cooperation are distinct concepts even though the hypotheses

suggest that they will vary inversely. Dependent measures were adminis-

tered after agreement or the time limit was reached in negotiation.

CHAPTER I: INTRODUCTION AND OVERVIEW 7



Analysis of the results obtained from the rating scales proceeded

with multivariate and univariate analysis of variance and covariance.

Since communication between dyad members was written, the hypotheses were

retested using the frequencies obtained from a content analysis. Thus,

two different types of measures of conflict and cooperation resulted in

two different types of statistical techniques used to test the hypotheses.

g0§1ß;BUI§0§S

According to Arndt (1983), the most important limitations of the

political economy paradigm relate to the methodological problems and the

incompleteness of the framework: "the paradigm specifies many constructs

and relationships which are difficult to capture through conventional

tools such as cross-sectional surveys" (p. 52). In an empirical appli-

cation of the political economy framework to marketing channels, Dwyer

and Welsh (1985) state that to "establish the efficacy of the political

economy framework for empirical analysis of marketing channels will re-

quire the translation of abstract concepts into operationalizable con-

structs of relevance and interest" (p. 398). It is conceivable that the

conceptual process of applying the political economy framework to mar-

keting channels has reached a plateau. Since it is generally recognized

in marketing that empirical testing determines the truth content of theory

(Hunt 1976), it is important that researchers begin the process of

operationalizing political economy relationships. Thus, this disserta-

tion extends the political economy stream of research in channels of
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distribution by adding a neglected dimension: empirical testing. Empir·'

ical testing contributes to this stream in two ways: 1) it will help to

establish which aspects of the framework are credible; and 2) the results

will serve as a useful guide in refining specific aspects of the frame-

work.

A second contribution is the measurement and manipulation of per-

ceived environmental uncertainty. According to Brown, Lusch, and Koenig

(1984, p. 27): "environmental uncertainty has not been investigated to a

large extent in the marketing channels literature... thus, there is very

little guidance in developing measures of this construct." Yet, uncer-

tainty has been an important theoretical and methodological point of focus

for organizational analysis ever since ThompsonwroteAggign

in 1967:

For purposes of this volume, then, we will conceive of complex
organizations as open systems, hence indeterminate and faced
with uncertainty, but at the same time as subject to criteria
of rationality and hence needing determinateness and certainty
(p. 10).

It is the unpredictability of the environment which makes systems "open."

Thus, the effect of uncertainty is part of what makes channels what they

are: interorganizational open systems. From this perspective, uncer-

tainty should play a central role in the study of marketing channels.

A third contribution is to the conflict stream of research in chan-

nels of distribution. This stream of research is rather well developed.

However, there have been few studies of the effect of uncertainty on

conflict and cooperation and no studies testing the varied effects of
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uncertainty as perceived in different organizational environments (e.g.

the vertical vs. lateral).

A final contribution of this stream of research is managerial in that

the results will have implications for strategic issues. Understanding

the nature of organization—environment dependencies is crucial to under-

standing the strategic options available to channel members. According

to Achrol, Reve, and Stern (1983), these dependencies represent con-

straints on strategic choice. Channel transactional relations are

structured by managerial decisions, these in turn are based on environ-

mental perceptions. Uncertainty about the environment will thus influ-

ence the structuring and functioning of marketing channel dyads. The long

range goal of the political economy paradigm is to suggest more effective

ways to manage marketing channel relationships (Stern and Reve 1980;

Achrol, Reve and Stern 1983). Thus, this research can be viewed as an-

other step toward the important task of linking dyadic structure and

process to performance.

gVEßLl;§y OF QEAEIERS

The purpose of Chapter II: Literature Review and Conceptualization,

is to review that literature which imparts historical, theoretical, and

empirical support to the proposition relating the critical source of

perceived environmental uncertainty and the internal sociopolitical

processes of the channel. This conceptualization was constructed by re-

viewing selected articles from three separate streams of research: the
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political economy framework for the comparative analysis of marketing

channels, contingency theory, and the channel conflict area. This lit-

erature is discussed in three major sections: marketing channels, a be-

havioral perspective; the political economy framework; and proposed

relationships. The political economy framework encompasses the main body

of the chapter. This section is divided into three subsections, including

intellectual and conceptual foundations, the external political economy,

and the internal political economy.

The purpose of Chapter III: Research Design and Methodology, was to

outline an appropriate methodology from which the research hypotheses

could be empirically tested. This chapter is divided into three major

sections: methods used to evaluate channel theories, types of organiza-

tional experiments, and experimental procedures. The experimental pro-
l

cedures section outlined the specifics of the dyadic negotiation

simulation which was used in this dissertation. This section is organized

in terms of the following subsections: organizational context, type of

dyad, background of subjects, experimental task, exchange of information,

experimental design, and the data collection plan. The experimental de-

sign subsection is further divided in terms of: lateral uncertainty in-

duction, vertical uncertainty induction, manipulation checks, statistical

model, dependent measures, and tests of hypotheses.

Chapter IV: Results and Analyses, contains the interpretation of

the results obtained from the rating scales. After a brief discussion

of the sampling procedure, the chapter is organized in terms of three

broad topics: pre-testing results, simulation results, and a concluding
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discussion. Analysis of simulation results provides the bulk of the

chapter. This section is organized in terms of: the empirical attributes

of the measurement scales, the strength of the manipulations, descriptive

statistics, the results of hypothesis testing, and the analysis of po-

tential confounds. The ccncluding discussion focuses on interpretation

of the results relative to the directly relevant literature as presented

in chapter two.

Chapter V: Results and Content Analysis of the Bargaining Simulation

Communication, focuses on the interpretation and analysis of the written

record. The written record consists of messages which were hand written

and exchanged, allowing the bargainers to communicate. This chapter is

organized in terms of: a description of the content analytic system, the

·
procedures which were taken te code and enumerate the messages, the

presentation of an example taken from the bargaining simulation, the re-

sults of retesting the hypotheses, and a concluding discussion relating

the results found in this chapter to the results as summarized in Chapter

IV.

The purpose of Chapter VI is to summarize the dissertation project

as well as focus on some specific conclusions. The chapter centers on

interpretation of findings; conceptual, methodological, and substantive

contributions; limitations; and an agenda for future investigations.
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Qggjjgß gg: Lg]QERA]§Uß§ R§VIE}j AND C0§CEEIUAg,g;AIg0§

The purpose of this chapter is to review that literature which im-

parts theoretical and empirical support to the relationship between en-

vironmental uncertainty and the internal sociopolitical processes of the

channel. This literature can be grouped into three research traditions:

the political economy framework for the comparative analysis of marketing

channels, contingency theory, and the channel conflict area.

The political economy approach to marketing channels began in 1980

with Stern and Reve°s reformulation of Zald°s (1970) comparative frame-

work. This approach suggests that channels of distribution consist of

interorganizational networks encompassing the regulatory, competitive,

input, and output subenvironments of a focal dyad. Applying the political

economy framework to marketing channels is relatively new and so far re-

searchers have emphasized conceptual development. Empirical studies have

started to appear however (Dwyer and Welsh 1985; Dwyer, Oh, and Hoelter

1986; Dwyer and Oh 1987) and other researchers have suggested a number

of testable propositions (Stern and Reve 1980; Achrol, Reve, and Stern

1983).

The propositions offered by Achrol, Reve, and Stern (1983) focus on

the presumed effects environmental dimensions have on uncertainty. "The

more task environments move away from being rich, homogeneous, stable,
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dispersed, and placid (as opposed to turbulent), the more uncertainty can

be expected to increase" (Achrol, Reve, and Stern 1983, p. 62). Since

it is difficult to measure organizational environments in total, uncer-

tainty is used as an indicator of different types of environments (Pfeffer

and Salancik 1978). Environmental uncertainty, in turn, affects the

internal economic and sociopolitical structures and processes of the

channel. Contingency theory provides some theoretical and empirical

support for this relationship. This perspective is logically consistent

with the political economy framework since they both are concerned with

environmental influences and the importance of uncertainty.

"Internal sociopolitical processe§° are defined as the dominant

sentiments which characterize the interactions between channel members

(Stern and Reve 1980). Dominant sentiments are defined as behaviors of

cooperation and conflict which characterize dyadic exchange (Stern and

Reve 1980; Achrol, Reve, and Stern 1983). That stream of research in

channels investigating conflict and cooperation is rather well developed.

Thus, this literature will be used to develop conceptual definitions and

empirical measures.

There has been very little research in channels on the relationship

between uncertainty and conflict (see Brown, Lusch, and Koenig 1984 for

the exception), and nothing written on the relationship between uncer-

tainty and cooperation. In fact, the significance of a channel's envi-

ronment is not well-documented in the channels literature (until very

recently, the only reported empirical study was Etgar 1977). Thus, re-

viewing the literature in this area needs to take a more indirect ap-
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proach. It is the political economy paradigm that suggests that the

relationship between uncertainty and conflict/cooperation is (a) likely,

and (b) important. It is contingency theory which provides a theoretical

and empirical history of defining and measuring environmental uncer-

tainty. Lastly, it is the channels conflict area which provides theore-

tical and empirical knowledge pertaining to conflict and cooperation.

Important research from each of these areas will be used in forming the

background and theoretical explanation for the focal proposition.

Before these specific areas are discussed, it is important to define

what is meant by a "channe1" or an "interorganization system." Thus, the

next section discusses briefly the behavioral perspective in marketing

channels.

ßAßß§];§§ g§ANN§L$: A B§§AV;0ßAL EE§§E§g1;y§

Channel theorists started to argue against using economic models to

explain channel relationships in the 1950s (Palamountain 1955). The

problem with economic models was that they assumed a closed system. Since

the effect of the organizational environment on channels is clearly un-

predictable, this was inappropriate. By the late 1960s, a behavioral

orientation was firmly rooted in the channels field (Stern 1969). From

a behavioral perspective, channels are conceived as open systems, char-

acterized by goal attainment, interdependency, and coordination. This

orientation has produced significant streams of research in the politics

CHAPTER II: LITERATURE REVIEW AND CONCEPTUALIZATION 15



of distribution. Most specifically, research in conflict, power, and the

relationship between conflict and power (Reve and Stern 1979).

CHAN§§LS A; §§1§g0ßGAN;ZAj[;0NA;, §!§]jE§S

Marketing channels can be defined as sets of interdependent organ-

izations that, through negotiation and exchange, are involved in the

process of making a product or service available for consumption (Stern

and El-Ansary 1977). Understanding channels as systems of interorgan- _

izational relationships corresponds to what organization theorists refer

to as a "social action system" (Aldrich 1979), an "organized behavior

system" (Alderson 1965), or a "organizational network" (Pfeffer and

Salancik 1978). Channels as "systems" exhibit the basic elements of any

organized form of collective behavior: activities are aimed at goal at-

tainment (Simon 1964; Gross 1969); a division of labor exists which re-

sults in a symbiotic interdependence (Hawley 1950; Mentzer and Murray

1985); and structural coordination exists as a response to an unpredict-

able environment (Thompson 1967; Pfeffer and Salancik 1978).

Parsons (1961) views goal attainment as an important aspect of all

social systems: all systems, in order to survive, must attain some of

the goals they set for themselves. Since collective goals cannot be

achieved by individual organizations, channel members will perform spe-

cialized functions and, through the exchange process, act to attain a

common goal (Cook 1977). According to Gross (1969), it is the organiza-

tion of effort so as to maximize the probability of attaining the goal
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which characterizes modern organizations. Simon (196ß, p. 1) defines

organizational goals as "sets of constraints, imposed by the organiza-

tional role, that have only an indirect relation with the personal motives

of the individual who fills the role.“ Since individual organizations

within the channel system are connected by boundary personnel represent-

ing their respective firms, Simon°s definition is appropriate here. Of

course, organizations within a marketing channel will also have individ-

ual goals which characterize their strategic orientation. At times, these

goals may need to be compromised for the comon goal of the channel. This

”mixed-motive" setting produces an organizational environment in which

coordination, competition, cooperation, and conflict are all simultane-

ously present.

Interdependence can be defined from the perspective of a focal or-

ganization, or from the perspective of the channel as a whole. From the

perspective of a focal organization, dependence is "the product of the

importance of a given input or output to the organization and the extent

to which it is controlled by a relatively few organizations" (Pfeffer and

Salancik 1978, p. 51). Interdependence, as defined from the perspective

of the channel, refers to the level of system connectedness. If every

organization where dependent on every other organization, the channel

would be tightly interconnected. Any disturbance entering the system at

any point would quickly affect every element (Pfeffer and Salancik 1978).

lf the system were loosely coupled, disturbances would have more chance

of being localized, and the system would be more stable and certain

(Pfeffer and Salancik 1978). Interdependence therefore poses problems

CHAPTER II: LITERATURE REVIEW AND CONCEPTUALIZATION 17



for organizations in that the exchanges required for maintaining oper-

ations are uncertain and potentially unstable.

Coordination is defined as the extent to which work activities of

organizational parts are logically consistent and coherent (Cheng 1983).

Thus, coordination concerns the degree of functional articulation among

organizational components. That is, the various work activities are

performed in such ways that they supplement and complement one another

(Cheng 1984). Thus, coordination implies complementary roles in the sense

that the rights of one role are the duties of the adjacent role. This

also implies that coordination is a social structural concept: Coordi-

nation becomes structured by norms which are produced within the channel

to allow exchange to take place, rather than require the cooperation of

individuals in the form of exchange (Bates and Harvey 1975). It should

be noted that cooperation is distinct from coordination in that it is a

social psychological concept. Cooperation is defined as a ”wil1ingness"

to coordinate (Robicheaux and El-Ansary 1976) or the "expectation" of a

balanced exchange (Childers and Ruekert 1982). Thus, theoretically a well

coordinated channel could be characterized by cooperation and/or con-

flict. In fact, assuming balanced power, as interdependency and coordi-

nation increase, it is conceivable that both conflict and cooperation

could increase.

Goal attainment, interdependency, and coordination together define

· the basic elements of channels as interorganizational systems. These

concepts therefore serve as building blocks for the important behavioral

issues in channels research.

CHAPTER II: LITERATURE REVIEW AND CONCEPTUALIZATION 18



§§ßAy;gßA!, ;§SUE§: Egßy y§, N§]y03|g

Most researchers agree that the behavioral approach to marketing

channels has produced three developed streams of research: conflict,

power, and the relationship between conflict and power (Reve and Stern

1979; Gaski 1984). A number of different theoretical perspectives have

been borrowed from sociology and psychology to explain different aspects

of these phenomena. Power and conflict are important behavioral con-

structs since they are closely related to resource acquisition, goal at-

tainment, coordination, satisfaction, performance, and survival.

Research in channels is generally viewed as an application field.

However, there has been some conceptual work compelling us to think about

channels research as a programmatic model of science (Mentzer, Murray,

and Gomes 1986). This research identifies fundamental paradigms as con-

structed by guiding assumptions. This approach is useful in that it

identifies the common denominators of the power and conflict streams.

In terms of theoretical assumptions, both streams adopt an open-system

orientation. Thus, uncertainty, interdependency, coordination, and

satisficing objectives become important concerns. In terms of "1eve1"

of analysis, both streams are guided by the "flow" concept. "Level" of

analysis is that description of social structure which is used in the

theoretical framework (Pfeffer 1982). In the context of this research,

social structures are defined as "recurrent transactions" (Aldrich 1982).

The flow concept is used by Rosenbloom (1983) as a basis for separating

channel members from non-channel members. This level emphasizes the
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technological links and social contacts in the input and output sectors

of the focal organization°s environment. Thus, the power and conflict

streams generally use an open systems perspective to focus on vertical

dyadic exchange.

It is conceivable that the organizational environments ¤u:s1de the

input and output sectors may influence dyadic structures and processes

differently. In order to take the whole field of relations surrounding

the dyad into account, the researcher would need to switch the level of

analysis from "flow" to "networkÄ° This level emphasizes the input,

output, regulatory, and competitive sectors in the primary, secondary,

and macro environments (Achrol, Reve, and Stern 1983). The many per-

spectives in organizational theory emphasizing interorganizational "sets"

(Evan 1972), "fields" (Warren 1967), or "nets" (Hasenfeld 1972) define .

this level. It is this fundamental difference in level of analysis that

defines the essential difference between the more traditional perspec- ‘ .

tives in the behavioral channels field and the political economy frame-

work.

][|j§ P0;,;T;CAL §CON0§1 EßA§EWOg|g

The purpose of this section is to discuss the meaning of "political

economy." As stated in the introduction, the emerging view of political

economy, as applied to channels of distribution, is closely aligned with

contingency theory. Thus, this stream of research will also be included

where appropriate. Parts of the conflict stream will also be reviewed
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since the internal sociopolitical processes are operationalized as con-

flict and cooperation.

In general, this section will concentrate on the intellectual and

conceptual foundations of political economy, the external political

economy, and the internal political economy. Attention will focus on the ·

conceptual background and importance of the relationship between uncer-

tainty and conflict/cooperation.

[gI§LL§gTUAL Agb C0gC§ßTUAL EOUNbAI;0NS

The social science entitled "political economy" has a wide variety

of interpretations and meanings. In sociology, this area relates to the

work of writers who study the accumulation of economic surplus, as well

as the attendant problems of determination of prices, wages, and employ-

ment (Desai 1983). This strand of political economy is mainly associated

with the works of Adam Smith, Ricardo, Malthus, J. S. Mill, and McCulloch

(Desai 1983). Recently, academic economists sympathetic to Marxism have

used the label political economy for radical economics, hoping to dis-

tinguish it from the neo-classical model. Yet another strand in academic

economics, which is also called political economy, studies the inter-

action of democratic political processes and market determined economic

relations (Desai 1983). It is this strand that eventually led to the

perspective which was borrowed by the channels theorists. In general this

perspective has evolved into a framework emphasizing the interaction be-

tween the external political economy (organizational environment) and the
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internal political economy (focal organization or dyad). The appropri-

ateness of this perspective for marketing areas is readily apparent.

Marketing's emphasis of the interaction between uncontrollable variables

(organizational environment) and controllable variables (product, price,

promotion, place) is consistent with this framework. "The tools usually

available to a marketing executive in his task of creatively adjusting

to a dynamic environment, are product variation, market channels, price,

advertising, and personal sel1ing" (Howard 1957, p. 7). Thus this strand

of political economy was already very consistent with the marketing dis-

cipline, as it was evolving in the early 1960s. The direct antecedent

to Stern and Reve°s (1980) application was Zald°s (1970) "Political

Economy: A Framework for Comparative Analysis."

Zald°s approach to political economy represents a blending of two

perspectives, the institutional approach and social systems theory (Bates

1970). The institutional approach assumes that society can be understood

by focusing on dominant organizational structures (e.g. family, reli-

gion, education, government, economy, science). Social system theory

assumes that chains of relationships occurring in any part of society will

have an affect on all other parts of society (Bates and Harvey 1975).

According to Zald (1970), a general social system approach is too diffuse

and abstract. Zald remedied this problem by concentrating investigation

on two key processes and structures and their interrelation: the poli-

tical and economic institutions (see Figure 1). Applying this perspective

to channels involves clarifying the relationship between the internal

political economy (focal dyad) and the external political economy (or-

CHAPTER II: LITERATURE REVIEW AND CONCEPTUALIZATION 22



Environment Structure Internal Structure
and Process and Process

Associations of similar Power-distribution
organizations (trade and major value
associations) constellations

POLITY Relationship with major Demand·aggregation
suppliers and buyers
of factor inputs

Regulatory agents Succession system

Indirect parties

Characteristics of factor Allocation rules,
"markets" (labor, Accounting-information
capital, etc.) systems

ECONOMY "Raw materials" supply Incentive system

Characteristics of demand Task·and technology-
and clientele "Industry related unit differ-
structure" entiation

FIGURE 1: Zalds° Major Components of Political Economy (1970, p. 231)
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ganizational environment). For example, the regulatory environment (ex-
7

ternal political structure) imposes certain constraints on terms of trade

(internal economic process). Or, uncertainty (organizational environ-

ment) affects the dominant sentiments of the bargaining dyad (internal

sociopolitical processes). °

This perspective has been applied directly to channels both concep-

tually (Stern and Reve 1980; Achrol, Reve, and Stern 1983), and empir-

ically (Dwyer and Welsh 1985; Dwyer, Oh, and Hoelter 1986; Dwyer and Oh

1987). The most important conceptual antecedent of this research is Zald

(1970). The political economy approach has also been applied to marketing

in general (Arndt 1983; Hutt, Mokwa, and Shapiro 1986), the most important

antecedent to this research is Benson (1975). See Appendix A for a de-

tailed integrative review of this literature.

Level gg ggg goggegtgal ggggg-Stgugtugg

Most philosophers of science agree that when reflecting on an entire

stream of research, the crucial unit of analysis is not at the level of

the proposition, hypothesis, or theory, but at the level of the "macro-

structures" in which these concepts are embedded (Anderson 1986, p. 12).

These macro-structures are referred to by various authors as "paradigms"

(Kuhn 1970), "research programs" (Lakatos 1974), "research traditions"

(Laudan 1984), or "comparative frameworks" (Zald 1970).

Arndt (1983) states that the political economy approach should be

defined as a "paradigm" in the Kuhnian sense. By "paradigm," Kuhn (1970,

p. 10) meant a model or pattern made up of guiding assumptions, laws, and
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techniques for their application that the members of a scientific comu-

nity adopt. From Kuhn's perspective, calling the political economy ap-

proach a paradigm is premature since the methodological techniques for
l

its application are still being worked out. Arndt°s interpretation of

Kuhn however is very general, his use of the word paradigm is really

closer to what Zald (1970) refers to as an integrative framework. "The

value of the political economy paradigm rests partly on its generality

and partly on its integrative potentia1... paradigms should be viewed as

the foundations of theory, as they give theory building in a field di-

rection and meaning" (Arndt 1983, pgs. 44-45). Thus, if the word paradigm

is used loosely, it is appropriate.
‘ '

Most political economy researchers regard the approach as an

"integrative framework" (Zald 1970; Stern and Reve 1980; Achrol, Reve,

and Stern 1983; Dwyer and Welsh 1985; Dwyer, Oh, and Hoelter 1986; Hutt,

Mokwa, and Shapiro 1986). The political economy framework is

"programmatic" in the sense that it suggests concepts and propositions

which can be used to study the organization in interaction with its en-

vironment. According to Stern and Reve (1980), the framework is "organ·

izing," meaning that important variables are arranged in ways which

produce significant research questions. As such, the framework does not

purport to be a theory, it is more of a "road map" designed to facilitate

social analysis. This is important in that an empirical test of a pro-

position generated by the political economy framework would not neces-

sarily be a test of theory. The researcher must move beyond propositions

CHAPTER II: LITERATURE REVIEW AND CONCEPTUALIZATION
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generated by the perspective in order to g5plgig_whg the relationship

exists.

Thus the political economy framework is

amggglgenerating concepts and propositions relating these concepts.

However, it does not provide substantive explanation and·understanding

as to why these concepts relate as expected. Therefore, even when using

the political economy perspective, other theories and ideas will still

need to be borrowed in order to explain the why of these relationships.

... thgggjzggg is the mental process of acquiring ex-
planations about why certain variations occur and why they do
not. It is not merely a matter of finding empirical relation-
ships that happen to occur in the real world, but rather of
learning the circumstances under which variation in variables
brings about variation in other variables in a way that acquires
multiple levels of generality (Zaltman, LeMasters, and Heffring
1982, p. 95).

Stern and Reve (1980, p. 53) define the political economy framework

as an approach which views a "social system as comprising interacting sets

of major economic and socio—political forces which affect collective be-

havior and performance." This definition was adapted directly from Zald

(1970). It was in turn accepted and used by most others in this research

stream (Achrol, et al. 1983; Dwyer and Welsh 1985; Hutt, Mokwa, and _

Shapiro 1986; Dwyer, Oh, and Hoelter 1986). The important concepts which

outline the perspective center around the internal and external economy
l

and polity (see Figure 2). "Interna1" means within the channel flow, and

"external" refers to organizational structures outside the flow (Stern

and Reve 1980). The economy and polity are analyzed in terms of "struc-
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ture" and "process." As stated earlier, social structure refers to re-

current transactions, or enduring organizational forms or patterns (as

structured by norms, rules, traditions, etc.). Social process refers to

decision making and dominant sentiments.

This still leaves a reasonable definition for "politica1" and "eco-

nomic." Throughout this research, these terms, when applied to channels

will be used in the following ways:

Rglitjggl refers to matters of legitimacy and distribution of
power as they affect: the propriety of an agency°s existence;
its functional niche; its collective institutional goals; the
goals of the dominant elite faction; major parameters of econ-
omy, and in some instances its means of task accomplishment
(wamsley and Zald 1973, p. 18).

Eggggmig refers to the combination of factors of production,
the arrangement of the division of labor, allocation of re-
sources for task accomplishment, and maximization of efficiency
(Wamsley and Zald 1973, p. 19).

The essential point is that politics refers to the structure and process

of the uses of authority to affect definitions of goals, directions, and

channel management. A channe1°s economy is its system for producing and

distributing the output of the organizations involved. It is the combi-

nation of land, labor, capital, and management to produce desired output.

Achrol, Reve, and Stern (1983) made two fundamental changes in Stern

and Reve°s (1980) conceptualization of political economy. First, they

conceived of the external political economy as the organizational envi-

ronment in general. Thus they in many respects returned the perspective

to what Zald (1970) was reacting against. Recall that Zald felt that

taking the totality of environmental relations into account was too dif-

fuse and abstract, therefore one should concentrate on the political and
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economic institutions. Achrol, et al. (1983) dealt with this problem by

turning to contingency theory. These theorists "dimensionalized" the

environment in such a way that the totality could be understood according

. to a few abstract dimensions (with uncertainty being the important outcome

of these dimensions).

Second, for methodological reasons, they conceived of the internal

political economy as consisting of a focal dyad rather than the entire

channel. Note the difference in Zald°s approach (Figure 1) and the ap-

proach taken by Achrol, et al. (1983) (see Figure 3).

These changes also established a clear research agenda for the pol-

itical economists working in the channels field (see Figure 4). Note

that this dissertation is investigating the relationship between envi-

ronmental uncertainty and the dominant sentiments of a focal dyad (re-

lationship 4 in Figure 4).

1]j§ §§IEß§AL E0g,;][]gAg ECONOMX

Since the level of analysis used in the political economy framework

is the entire organizational field, it is important to account for all

meaningful interactions external to the dyad that may impinge upon it.‘

Since different segments of the organizational environment may affect the

dyad in different ways, it is useful to partition it into meaningful

‘
Note that the "unit" of analysis is a methodological question; see
pages 12-18 of Pfeffer (1982) for an elaboration of the difference
between "level" and "unit" of analysis.
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sectors. Thus, the task environment of a focal dyad is partitioned into

four sectors (Achrol, et al. 1983):

1) Input sector - consists of all direct and indirect suppliers
to the dyad;

2) Output sector - consists of all direct and indirect customers
of the dyad;

3) Competitive sector · actual and potential competitors of the
channel dyad;

4) Regulatory sector · regulatory groups, including govern-
mental agencies, trade associations, interest organizations;

These four sectors constitute the external political economy (Achrol, et

al. 1983). The input and output sectors assemble the vertical flow in a

marketing channel sense. Thus, these sectors will be referred to as the

"vertical" environment. The competitive and regulatory sectors are

qualitatively different from the input and output sectors since they lie

outside the boundaries of the formal channel. These sectors together will

be referred to as the "lateral" environment.: The most productive way of

describing the vertical and lateral environments is by constructing a set

of qualitative variables that "parsimoniously describe the major factors

in the environment and are amenable to the development of theoretical

propositions" (Achrol, et al. 1983, p. 61). This is the perspective that

has been proposed by the contingency theorists (Thompson 1967; Terreberry

1968; Child 1972; Duncan 1972: Starbuck 1976; Pfeffer and Salancik 1978).

For example, environmental homogeneity/heterogeneity is a popular dimen-

: The domain of the lateral and vertical environments will be further
defined and operationalized in Chapter III; see lateral and vertical
perceived environmental uncertainty inductions.
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sion with organizational theorists and was also used by Dwyer and Welsh

(1985). Environmental capacity (rich/lean) was used by Dwyer, Oh, and

Hoelter (1986). Duncan (1972) focused on the complex/simple and

dynamic/static dimensions. Since this research is based on an open sys-

tems assumption, the most important outcome of different types of envi-

ronments is environmental uncertainty (Pfeffer and Salancik 1978). The

rationale here is that the organization will tend to be uncertain about

its decision making in a heterogeneous (diverse), unstable (variable),

or complex (numerous information inputs) environment. On the other hand,

in a homogeneous, stable, or simple environment, decision making would

be more certain. So in viewing environmental uncertainty as the important

outcome of types of environments, Achrol, et al. (1983) suggest that this

variable should be used when conceiving of the relationship between the

external environment and internal processes.

The reason uncertainty is used as the independent variable rather

than the environmental dimensions themselves is because uncertainty is

generally viewed as a perceptual variable (Duncan 1972; Downey and Slocum

1975). Indeed, some researchers have not found a high correlation between

actual environmental characteristics and level of perceived environmental

uncertainty (Downey, Hellriegel, and Slocum 1975). This raises inter-

esting questions as to whether uncertainty is an environmental attribute

or a psychological trait (or both). The researcher°s opinion on this

subject depends on their theoretical stance taken toward the "environ-

ment."
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[mo yggws gg ggg ggvironmegg

There are two general models of the organization—environment inter-

face which can be distinguished (Aldrich 1979; Evan 1980; Achrol 1986).

The first conceives of the environment as a "pool of resources" (Benson

1975; Pfeffer and Salancik 1978), and the second understands the envi-

ronment as a "flow of information" (Dill 1962; Duncan 1972). The two

models are based on different ontological assumptions and therefore have
A

different implications for the operationalization of uncertainty (Downey,

Hellriegel and Slocum 1975; Achrol 1986).

Igg ßesource Degegdencg gegsgectivg. This perspective views the envi-

ronment as consisting of scarce resources which organizations share and

compete for (Benson 1975). To survive, organizations must acquire re-

sources. Typically, acquiring resources means the organization must

interact with other organizations. In this sense, organizations are de-

pendent upon their environments. Since others who control resources may

be undependable or opportunistic, especially when resources are scarce,

resource acquisition may be problematic and uncertain (Pfeffer and

Salancik 1978). "Survival of the organization is partially explained by

the ability to cope with environmental contingencies; negotiating ex-

changes to ensure the continuation of needed resources is the focus of

much organizational action" (Pfeffer and Salancik 1978, p. 258). Thus,

the resource dependence perspective is driven by the power-dependence

relations characterizing external exchanges.
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Consequently, dimensionalizing the environment from this perspective

focuses on. environmental capacity (rich/lean). This is the relative

abundance or scarcity of input and output resources available to an or-

ganization within its domain of operation (Aldrich 1979). Uncertainty

is used here to describe a property of the environment itself. For ex-

ample, uncertainty may be operationalized as a lean environment, as de-

fined by the CMSAs° showing the very lowest sales per dealership. Thus

uncertainty from this perspective is conceived to be an environmental

attribute. The resource dependence perspective emphasizes relations in

the vertical environment since resource scarcity in the lateral environ-

ment will manifest itself in the input and output sectors (Dwyer, Oh, and

Hoelter 1986).

The [pw gg ghformatioh geggectgve. The information view of environments

arises from a conceptualization of organizations as "problem solving" or

"decision making" systems (March and Simon 1958; Dill 1962). Here the

organizational environment is treated as information which becomes

available to the organization, or to which the organization, via search

activity, may obtain access. "It is not the supplier or the customer

himself that counts, but the information that he makes accessible to the

organization being studied about his goals, the conditions under which

he will enter into a contract, or other aspects of his behavior" (Dill

’
Consolidated Metropolitan Statistical Areas. Note that major urban
areas within CMSAs are called Primary Metropolitan Statistical Areas
(PMSAS). Urban areas that stand alone are called Metropolitan Sta-
tistical Areas (MSAs) (Mentzer and Schwartz 1985, p. 117).
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1962, p. 82). Of course, not all of the information that an organization

has access to is relevant to its goals and programs. Attention should

focus on those inputs which bear potentially on goal setting and goal

attainment. These elements form, for the organization, its task envi-

renmeht (Dill 1962). In this sense, "tasks" are the organization°s own

statements of its goals and the means by which it hopes to achieve them

(Dill 1962). The above discussion implies that the attentional,

selectional, interpretive, and retentive faculties of organizational

members becomes an important focus of the theory (Achrol 1986). In other

words, the environment is "enacted" by relevant decision makers (Weick

1969).

Dimensionalizing the environment from this perspective focuses on

those aspects of the environment which tend to make decision making less

certain. For example, a dynamic (changing) and complex (diverse) envi-

ronment would probably make decisions and problem solving more difficult.

Uncertainty from this perspective becomes specific to the decision maker

and the decision making process (Downey, Hellriegel and Slocum 1975;

Achrol 1986).
V

The view of environments as information directs our attention
immediately to the role of perception (Aldrich 1979, p. 132).

Noting that an organization's environment is enacted, or cre-
ated by attentional processes, tends to shift the focus from
characteristics of the objective environment to characteristics
of the decision process (Pfeffer and Salancik 1978, p. 74).

From this approach, uncertainty is used to describe a property of the

individual decision maker. Thus, it is conceived as a psychological trait

rather than an environmental attribute. Unlike the resource dependence
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view, the information flow perspective emphasizes relations in both the

vertical and lateral environments. This is true since uncertainty about

the lateral environment may affect the bargaining dyad directly if dyad

members view this uncertainty as a common problem. .

In conclusion, the information flow and resource dependence theories

involve fundamental differences in their ontological assumptions about

organizations and their environments (Achrol 1986). These assumptions

lead to different ways of defining and measuring uncertainty. For example

the criterion measures of Downey, et al. (1975), Etgar (1977), Hrebiniale

and Snow (1980), and Bourgeois (1985) conceive of uncertainty as an en-

vironmental attribute. Their conceptualization and measurements are

therefore more consistent with the ontology of the resource dependence

perspective. On the other hand, the perceptual measures of Duncan (1972),

Huber, et al. (1975), Leifer and Huber (1977), Spekman and Stern (1979),

Kopp and Litschert (1980), Brown, et al. (1984), and Achrol (1986) con-

ceive of uncertainty as a psychological trait. Their conceptualization

and measurements are more consistent with the ontology of the information

flow perspective (for a detailed integrative review of that literature

consistent with each of these ontologies see Appendix C).

The political economy paradigm has conceived of the environment as

a pool of resources (Arndt 1983) or a flow of information (Achrol, Reve,

and Stern 1983). This dissertation defines the environment as a flow of

information for two reasons. First, the research hypotheses are rela-

tively straight forward extensions of Achrol, Reve, and Stern°s concep-
l

tualization, thus it is important to be consistent with their ontology.
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Second, it is hypothesized that lateral perceived environmental uncer-

tainty will affect the dominant sentiments of the bargaining dyad di-

rectly, thus this environment must also be emphasized.“ Environmental

uncertainty will therefore be defined and measured as a perceptual vari-

able.

Behavior can be understood by reference to the environment as per-

ceived and reacted to by individuals, rather than by reference to the

objective physical environment (Koffka 1983). This view assumes that the

environment is a set of stimuli which lacks meaning or information value

until perceived by an individual (Downey and Slocum 1975). Perception

refers to the process by which individuals organize and evaluate stimuli

(Second and Backman 1964). Therefore... "uncertainty, as a counterpart

to information, should be considered as perceptually based" (Downey and

Slocum 1975, p. 567).

Understanding environmental uncertainty as a perceptual concept

contains the inherent problem that variations in uncertainty may be re-

lated to characteristics of the individual. This problem does not pre-

clude the expectation that the perception of uncertainty is also related

to environmental attributes (Downey and Slocum 1975). Empirical evidence

suggests that specific attributes of physical environments tend to elicit

‘
Recall that from the resource dependence perspective the significance
of the lateral environment has an indirect affect on the bargaining
dyad by first affecting the input and output sectors.
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similar perceptions of uncertainty by individuals (Duncan 1972; Downey

and Slocum 1975; Bourgeois 1985).

Burns and Stalker (1961) were among the first to utilize the concept

of uncertainty in a contingency theory context. Here the concept was

operationalized by describing the environments of twenty British firms.

These descriptions were based on unstructured interviews, observations,

and general impressions. This study was exploratory in nature and is

significant in that it led to further research.

Lawrence and Lorsch (1967) extended the work of Burns and Stalker

by examining ten U.S. industrial firms. They state that uncertainty is

composed of three elements: a) lack of clarity of information; b) general

uncertainty about causal relationships; and c) time span of feedback about

results. A single questionnaire item was used to measure top management°s

perceptions of these uncertainty dimensions for each of three subenvi-

ronments (sales, production, and research and development). The re-

searchers accepted their operationalization of uncertainty based upon the

face validity of the concept and instrument. The results of the measures

tended to agree with the researcher°s prior expectations, which were based

on interviews.

Duncan (1972) believed that Lawrence and Lorsch°s conceptual ele-

ments of uncertainty were too broad in scope, ambiguous, and vague. This

lack of clarity in definition inhibited development of specific opera-

tional measures of uncertainty. On the other hand, Duncan believed that

the decision theorists seemed to be too narrow in their definitions.

Garner (1962), Knight (1921), Luce and Raiffa (1957), and other decision
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theorists tended to focus on the more mathematical aspects of uncertainty.

For example, Garner's definition is representative: "...the uncertainty

of an event is the logarithm of the number of possible outcomes the event

can have" (1962, p. 19). Duncan reasoned that although this was an im-

portant component of uncertainty, there were other elements that should

be included. In addition, Duncan felt the definitions of the decision

theorists were too abstract to be useful. Thus, Duncan defined uncer-

tainty in terms of three components (1972, p. 318):

(1) The lack of information regarding the environmental factors
associated with a given decision-making situation;

(2) Not knowing the outcome of a specific decision in terms of
how much the organization would lose if the decision were
incorrect;

(3) Inability to assign probabilities with any degree of con-
fidence with regard to how environmental factors are going

° to affect the success or failure of the decision unit in I
performing its function.

This is the definition of environmental uncertainty which will be used

in this research. The first two components of Duncan°s definition are

similar to Lawrence and Lorsch°s (1967) broad formulation. The third

component is similar to the definitions of the decision theorists. At

the same time, Duncan's third component differs from the decision theo-

rists in a fundamental way. Decision theorists define uncertainty as a

situation in which the individual cannot assign probabilities to the

outcome of events (Knight 1921; Luce and Raiffa 1957). According to

Duncan the issue is not whether individuals can assign probabilities, but

"how sure or confident the respondent is in his probability assessment"

(1972, p. 318).
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This definition thus builds on both the wide and narrow formulations

of uncertainty. It assumes a broader perspective and yet is still con-

cerned with the individual's ability to assign probabilities. For these

reasons a number of contingency theorists have used Duncan°s definition

directly (Huber, et al. 1975; Kopp and Litschert 1980; Bourgeois 1985;

Achrol 1986).

Recall that the political economy framework focuses on the re-

lationship between the external and internal political economies. The

external political economy is conceived as the organizational environment

in general and is understood on the basis of abstract dimensions. The

relevant outcome of these dimensions is environmental uncertainty. The-

orists focus on uncertainty since this phenomena creates problems for

decision making and problem solving.

The internal political economy is conceived as the processes and

structures of interorganizational dyadic exchange. As illustrated ear-

lier in figure four, these are: transactional form, decision mechanisms,

power7dependence relations, and dominant sentiments and behaviors. This

research examines the relationship between uncertainty and the dominant

sentiments and behaviors of dyadic interaction.

Dominant sentiments and behaviors are defined as the "internal sen-

timents and behaviors of gggpergtigg and functional or dysfunctional
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gggfligg characterizing internal exchange“ (Stern and Reve 1980, p. 62;

my emphasis).

Thus, this section focuses on conflict and cooperation within an

interorganizational dyadic exchange context. It is divided into two im-

portant sections. First, conceptual definitions of conflict and cooper-

ation will be presented and discussed. Second, intergroup conflict and

cooperation will be explained from the perspective of Sherif (1958).

gogcegtgag Dejigitigng

Definitions currently used in the conflict stream of research were

developed in a number of conceptual articles between 1955 and 1972. This

literature concentrates primarily on conflict (Palamountain 1955; Pondy

1967; Fink 1968; Schmidt and Kochan 1972), however, some theorists focus

on both conflict and cooperation (Mallen 1964; Alderson 1969). When both

conflict and cooperation are discussed, the question arises as to when a

situation of low cooperation becomes one of conflict. Some theorists

resolve this problem by introducing a conflict -— cooperation continuum

(Pearson and Monoky 1976), others view conflict and cooperation as dis-

tinct concepts (Robicheaux and El-Ansary 1976; Childers and Ruekert 1982;

Dant 1985). If the researcher can conceive of a situation in which both

conflict and cooperation would increase, then these concepts should be

viewed as distinct. For example, in a situation of increasing interde-

pendence and balanced power, one could provide the theoretical foundation

to hypothesize that both conflict and cooperation would increase. The

present research will construct a simulation in which both conflict and
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cooperation will be simultaneously present. It will then be hypothesized

that some treatments will result in more conflict and less cooperation,

or less conflict and more cooperation. Thus, even though it will be

suggested that conflict and cooperation will vary inversely, it will be

assumed that they are distinct.‘

§ggj;;g§_§gf;g;;;ggL Assuming an early version of the political economy

perspective, Palamountain (1955, pgs. 114-116) isolates three forms of

distributive conflicts: (1) Horizontal competition between middlemen of

the same type; (2) Intertype competition between middlemen of different

types on the same channel level; and (3) Vertical conflict between channel

members who are at different channel levels. No theoretical distinction

was made between conflict and competition. Conflict was defined primarily

by example although Palamountain did state that conflict was character-

ized by: °Ü..vertical struggle between different levels of distrib-

ution... in the plane of vertical conflict, power relationships are

direct, obvious, and important to the extent that the market is imperfect"

(1955, p. 117).

Mallen (1964) extends Palamountain°s conceptualization by concen-

trating on his notion of "vertical conflict." Mallen writes about ver-

tical conflict in the context of "opposing interests" or differences in

‘
At this stage of empirical research, the author believes that this
approach makes the most sense. An empirical study demonstrating that
under certain circumstances both conflict and cooperation will in-
crease is badly needed. A study such as this would settle the debate
as to whether these variables are distinct or just different dimen-
sions of the same construct.
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the "primary business philosophy of channel members" (1964, p. 126). The

basic source of conflict is the act of exchange within a dyadic re-

lationship (Mallen 1964). However, conflict also finds its source in the

gathering of information in preparation for exchange. In fact, Mallen

presents a relevant example: "a manufacturer may wish to get information

from his resellers on a certain aspect relating to his product, but his

resellers may refuse to provide this information" (1964, p. 126). Thus,

vertical uncertainty may serve as a source of tensions or antagonisms.'

Or, one could infer that the dissemination of information may be a source

of cooperation.

Pondy (1967) provides a conceptualization of conflict which has be-

come a cornerstone in the channels literature. According to Pondy, a

conflictual relationship should be considered a dynamic process. This

process is understood to be a sequence of "conflict episodes" (Pondy 1967,

p. 299). A conflict episode is defined as a "gradual escalation to a

state of disorder" (p. 299). An elaboration of each of the five stages

characterizing a conflict episode provides the substance for a working

definition of conflict (Pondy 1967, pgs. 300-306):

(1) Latent Conflict · There are three basic types of latent conflict:

competition for scarce resources, drive for autonomy, and divergence of

subunit goals (role conflict may be considered a fourth). These can be

considered the "conditions" or "sources" of organizational conflict.

(2) Perceived Conflict - This involves becoming aware or cognizant

of the conditions underlying conflict.
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(3) Felt Conflict - This is the subjective feeling of conflict. This

often involves the personalization of conflict and leads to affective

states such as anxieties.

(4) Manifest Conflict - This involves actual conflictual behavior,

e.g., open aggression, physical violence, arguments, apathy, withdrawing

support, etc.

(5) Conflict aftermath - This leads back to the conditions which

characterize latent conflict. If the conditions which led to the conflict

episode are not resolved, they will probably lead to further conflict

until rectified.

Pondy (1967) emphasizes that not every conflict episode necessarily

passes through every stage to open aggression. The empirical stream of

research in channel conflict refers to these stages as conflict "states"

(see Appendix D for a detailed integrative review of a sample of this

literature). Researchers operationalize different states depending on

their theory, aims, and methods. For example, researchers have

operationalized and measured gg;ggjygg__gggf1jg; (Rosenberg and Stern

1971; Stern, Sternthal, and Craig 1973; Eliashberg and Michie 1984; Dant

1985), fgl;_gggflig; (Pruden 1969; Pearson 1973; Hunger and Stern 1976;

Pearson and Monoky 1976; Etgar 1979; Ross and Lusch 1982), and mggjfgsg

gggjligg (Assael 1968; Foster and Shuptrine 1974; Lusch 1976a, 1976b;

Kelly and Peters 1977; Brown and Frazier 1978; Brown and Day 1981; Schul,

Lamb, and Little 1981). This dissertation will operationalize and measure

"perceived conflict" in the Stern, Sternthal, and Craig (1973) tradition.
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Pondy's conceptualization of conflict as a dynamic process does not

eliminate the need for a comprehensive definition of "perceived con-

flict." Fink (1968) states that conflict is any "social situation or

process in which two or more social entities are linked by at least one

form of antagonistic psychological relationship or at least one form of

antagonistic interaction" (p. 456). By "antagonism," Fink meant an

affective state arising from incompatible goals, mutually exclusive in-

terests, or value dissensus. Fink specified a range of "interactions"

which are part of the domain of this definition: from the most subtle,

indirect, and highly regulated forms of mutual interference to the most

direct, violent, and unregulated struggle. Thus, Fink (1968) emphasizes

an affective state of antagonism and a wide range of possible inter-
l

actions.

Raven and Kruglanski (1970, p. 70) also provide a comprehensive de-

finition: conflict is "tension between two or more social entities that

arises from incompatibility of actual or desired responses." Notice that

both Fink (1968) and Raven and Kruglanski (1970) emphasize the importance

of incompatible interests, goals, values, or responses. According to

Schmidt and Kochan (1972), this condition alone will not necessarily lead

to conflict. Perception of incompatibility is a necessary precondition

for either conflict or competition. The difference between competition

and conflict is in the realm of interference or blocking activities

(Seiler 1963). Thus, antagonism, tension, incompatible interests, and

mutual interference are important elements specifying the domain of this

construct. This discussion leads to the following definition:
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Conflict is a form of social interaction between two social
entities which is characterized by tension and/or antagonism;
this affective state arises from an incompatibility of inter-
ests and perceived interference.

For example, if bargainer A is holding out for a better deal, bargainer

B may perceive bargainer A to be interfering with the process of joint

striving toward a collective goal. At the same time, bargainer A may not

be accepting B°s proposals because they perceive them to be unfair.

Tension and antagonism may arise from this social interaction. This de-

finition will be used in this research.

Coogeggtiog Dafiggtgog, Since many researchers assume the conflict -

cooperation continuum, cooperation is very often left undefined. These

researchers assume that where there is lack of conflict, there is coop-

eration. When cooperation is defined, it is sometimes confused with

interdependence (Aiken and Hage 1968) or coordination (Warren 1972).

Whereas interdependence and coordination are social structural constructs

(Bates and Harvey 1975), cooperation is a social psychological construct.

Robicheaux and E1-Ansary (1976) capture the essence of this concept

by defining it as a state characterized by a willingness to coordinate

activities. Thus, from this perspective, if channel members were willing

to strive jointly to achieve collective goals, they would be cooperating.

Dant (1985) observes that a good definition of cooperation should have a

psychological as well as a behavioral component. A definition which

subsumes both of these elements is offered by Childers and Ruekert (1982,

p. 117):

I
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Cooperation is, the expectation of a balanced exchange of the
resources required to achieve both intraorganizational and
interorganizational goals through joint action among two or
more actors.

The psychological element of this definition is captured in the "expec-

tation of a balanced exchange." The behavioral element is captured in

the "through joint action" phrase. Another advantage to this definition

is that it acknowledges the mixed-motive setting which characterizes

channels: "achieve both intraorganizational and interorganizational

goals through joint actionÜ' For example, if bargainers A and B are

willing to coordinate their behavior in such a way as to find that

agreement which maximizes joint return, as well as provide for a satis-

factory individual return, they are cooperating. Childers and Ruekert°s

(1982) definition will be used in this research.

]gtgrgggug g¤gj;;g; gnd Coogegggigg

Most of the research on intergroup conflict and cooperation is based

on the work of Sherif, et al. (1961) and Sherif and Sherif (1969). This

research proposes three general themes (Harrison 1976): 1) win/lose

situations produce a form of conflict in which competing groups interfere

with each others attempts at goal attainment; 2) win/lose situations cause

group members to raise their evaluation of their own group and lower their

evaluation of competing groups; 3) if it were possible to get competing

groups to pursue common goals, conflict would be reduced and cooperation

would increase.
l

According to Hunger and Stern (1976), of all possible conflict re-

solution techniques, the superordinate goal appears to be the most ef-
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fective. Conceptualised by Sherif, et al. (1961, p. 202), it is a goal

of "high appeal value for conflicting groups, but whose attainment is

beyond the resources and efforts of any ene group alone." The theoretical

explanation here is that a superordinate goal will encourage conflicting

groups to reconceptualize the situation by working together and sharing -

information. The groups, in effect combine to become a new in-group.

This altruistic understanding should reduce ethnocentric attitudes and

unfavorable stereotypes. The result will be a reduction in conflict-

oriented behavior and an increase in cooperation (Sherif et al. 1961).

Stern, Sternthal, and Craig (1973) investigated hypothesized empir-

ical relationships between perceived conflict, goal incompatibility,

superordinate goals, and exchange of persons programs. They found strong

support for the hypothesis that perceived conflict varies directly with

goal incompatibility. Some support was found for the hypothesis that

perceived conflict varies inversely with the emergence of superordinate

goals. Moderately strong support was found for the hypothesis that per-

ceived conflict varies inversely with the exchange of persons program:

Speculating about the findings relative to channel theory and
management, it appears that uncertainty absorbing mechanisms
might bring about more effective long-term problem-solving be-
havior among conflicting parties than an external shock to a
system (Stern, Sternthal, and Craig 1973, pgs. 176-177).

This last finding is not inconsistent with Sherif°s superordinate goal

research. It could be that working toward a superordinate goal and an

exchange of persons program, under some circumstances, might serve the

same purpose of encouraging communication and exchange of information.

In fact, Sherif suggested two other measures for reducing intergroup
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conflict: disseminating information and increasing social contact (1958,

p. 356).

Hunger and Stern (1976) furthered Stern, Sternthal, and Craig°s re-

search by testing a series of hypotheses relating goal incompatibility,

superordinate goals and perceived conflict. They found partial support

for the hypothesis that goal incompatibility will result in an attitudinal

bias against the out-group, and a positive bias for the in·group. Support

was found for the hypothesis that a superordinate goal will increase co—

operation, even though the underlying cause of the frustration remained

unchanged. Partial support was found for the hypothesis that an achieved

superordinate goal will reduce more conflict than a non-achieved

superordinate goal.

Two important conclusions can be drawn from the above research.

First, there is empirical support for the theoretical proposition that a

superordinate goal is able to contain intergroup conflict in a mixed mo-

tive setting (Stern, Sternthal, and Craig 1973, Hunger and Stern 1976).

Second, working together to achieve a superordinate goal may reduce

intergroup conflict, while failure to achieve a superordinate goal may

increase intertype conflict (Hunger and Stern 1976). This research has

important implications for the relationship between uncertainty and

conflict/cooperation. For example, since vertical uncertainty originates

from within the formal channel, bargainers may blame each other for

problems which stem from this uncertainty. On the other hand, lateral

uncertainty originates outside the boundaries of the marketing channel,

thus bargainers may perceive this as a common threat or problem. This
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indicates that uncertainty may have very different effects on the dominant

sentiments of the dyad, depending upon its critical source.

§ECI;g§ QONCLQSION

This section on the political economy framework focused on the in-

tellectual and conceptual foundations, the external political economy,

and the internal political economy. The external political economy is

conceived as the organizational environment in general. Since environ-

ments affect focal organizations in unpredictable ways, an important

outcome for decision making is uncertainty. The internal political

economy can be any focal organization. In this context, the framework

suggests that channels research will proceed most fruitfully if it is

understood to be the interorganizational dyad.

The political economy framework is a programmatic descriptive model

highlighting important relationships between the external and internal

political economies. One of these relationships is between environmental

uncertainty and the dominant sentiments of a focal dyad. Descriptive

models compel researchers to think in certain directions, however they

do not provide theoretical explanations. Other theories and ideas still

need to be borrowed to explain the "why" of relevant relationships. That

theory which will be useful in explaining important aspects of the re-

lationship between uncertainty and the dominant sentiments of the dyad

is Sherifs° intergroup conflict and cooperation theory. The last section

of this chapter will a) review literature that is directly related to this
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relationship, and b) hypothesize specifically about the ways in whichl

environmental uncertainty affects the dominant sentiments of the dyad.

_ EROPOSED ß§LAT;0N$|;I;E§

The purpose of this section is to propose a series of research hy-

potheses relating the external and internal political economies. This

will be done by a) reviewing directly relevant literature, then b) pro-

posing a series of hypotheses based on conclusions drawn from this lit-

erature. Attention. will center on the ways in. which environmental

uncertainty affects the dominant sentiments of the dyad.

Dwyer and Welsh (1985) tested hypothesized relationships between the

external political economy and the transactional form and decision mech-

anisms of the internal political economy (relationships 1 and 2 in Figure

4). Combining the resource dependence and flow of information perspec-

tives, Dwyer and Welsh (1985) suggest that the environment poses two

fundamental problems for decision makers: dependence and uncertainty.

Dependence results from the objective qualities of the environment while

uncertainty results from the subjective perceptions of the environment.

Strategic and managerial action is driven by decision-maker pgggggtjgggg

while the consequences of decisions are shaped by the ggtggl environment
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(Dwyer and Welsh 1985). Thus, social structures are both "constitutive

and constituting" (p. 400).

Assuming the resource dependence view of the environment, Dwyer and

Welsh (1985) hypothesize that variability in the output sector will result

in increased dependence. Dependence should prompt suppliers to use less

complex (i.e., more integrated) channel structures and consolidate their

influence over downstream channel partners. Assuming the flow of infor-

mation view, these authors also hypothesize that heterogeniety will re-

sult in increased uncertainty. To cope with this uncertainty, channel

decision structures are expected to be decentralized and less formal.

Some empirical support was found for both hypotheses.
l

Achrol (1986) states that the information and resource dependence

theories involve fundamental differences in their ontological assumptions

about organizations and their environments. "That the objective and

enactment contexts of organizations have been shown to be divergent in

some respects might be... that the two theoretical planes ;hgg1Q_gg;_§g

gggjggggß (Achrol 1986, p. 9; my emphasis). Thus, only Dwyer and Welsh°s

second hypothesis is consistent with the theoretical orientation of this

dissertation. As stated earlier, from this perspective, environments are

not uncertain in themselves. They are uncertain when contemplated by

human actors, and such contemplation occurs usually in the context of

decisions the actor wishes to make (Achrol 1986). Since strategic action

is driven by decision-maker perceptions, this perspective is most rele-

vant for a managerial orientation.
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Dwyer, Oh, and Hoelter (1986) contribute to the political economy

research tradition by studying the relationship between munificence and

a number of channel member relations. The relevant aspect of this study

is their second hypothesis: "Compared to their counterparts in lean en-

vironments, dealers° in munificent environments manifest relationships

with suppliers characterized by less conflict with suppliers" (p. 11).

This hypothesis is similar to the relationship being investigated in this

research. Environmental capacity (rich/lean) is one of the dimensions

highlighted by Pfeffer and Salancik (1978) and Aldrich (1979). Rich and

lean environments were selected a priori from Standard Metropolitan Sta-

tistical Area°s profiled in the 1982

Thus, these euthers

were not measuring perceptions of the environment (assuming the resource

dependence view). Their theoretical explanation is consistent with

Assael (1969): a channel member°s inability to sell its outputs may in-

crease the level of tension between channel members; this in turn would

increase the frequency of disagreement over salient issues (Dwyer, Oh,

and Hoelter 1986).

No empirical support for this hypothesis was found: "Environmental

munificence has no significant direct effect on conflict within the con-

text of our model" (Dwyer, Oh, and Hoelter 1986, pgs. 22-23)._ This study

is still important however since it is the first study written specif-

ically from the political economy perspective hypothesizing that envi-

ronmental dimensions will affect the dominant sentiments of the dyad.
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Brown, Lusch, and Koenig (1984) investigated the relationship be-

tween perceived environmental uncertainty and perceived conflict in a

channel setting. This research was not positioned within the political

economy program, as it is conceptualized in this dissertation. However,

they do cite political economy literature as justification for using

perceived environmental uncertainty rather than other facets of the en-

vironment. Their fourth hypothesis states: "the higher the degree of

uncertainty that channel member R (retailer) perceives, the higher the

extent of conflict he will perceive to exist in the R-S (retailer-

supplier) channel relationship" (p. 23). The authors based the theore-

tical rationale for this hypothesis on the following axiom: "Whenever

something external to an organism or organization is uncertain or unpre-

dictable more tension is likely to result and this increased tension will

likely impact on other behavioral processes in the organization or

organism" (Brown, Lusch, and Koenig 1984, p. 20). This research views

environmental uncertainty relative to inventory-ordering decisions.

Thus, it is defined as perceived variability in the input and output

sectors. These authors are therefore investigating the relationship be-

tween ygrtiggl perceived environmental uncertainty and conflict. This

relationship was found to be statistically significant (LISREL estimate:

0.558; t-value: 3.353; standardized estimate: 0.475). Their conclusion:

"...channe1 members tend to blame others in the system for failing to deal

adequately with fluctuations in demand. One consequence, then, of in-

creased uncertainty of demand is heightened channel conflict" (p. 31).
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Several conclusions follow from this review of literature. First,

there is some empirical evidence to suggest that dimensions of the or-

ganizational environment influence the internal political economy in hy-

pothesized ways (Dwyer and Welsh 1985). Second, from a

resource·dependence perspective, an empirical relationship between the

environment and conflict wg;_ggt established (Dwyer, Oh, and Hoelter

1986). However, from a flow of information perspective, an empirical

relationship between the environment and conflict wg; established (Brown,

Lusch, and Koenig 1984). One reason for the disparity could be the dif-

ferent approaches taken to measure the environment. Recall that Achrol

(1986) stated that there was a weak form of incommensurability between

the resource-dependence and flow of information perspectives. The

ontological assumptions of the organization-environment perspective carry

over into the methodological domain. This leads to the final conclusion:

assuming the environment as a flow of information perspective, there is

some evidence of a positive correlation between vertical perceived envi-

ronmental uncertainty and perceived conflict.

The political economy framework takes more than just the input and

output sectors of the environment into account (recall Figure 3). It does

not make sound theoretical sense that dyad members would blame each other

for problems stemming from lateral uncertainty since this originates from

”
outside the boundaries of the formal channel. Thus, the positive corre-

lation between uncertainty and conflict is true only when uncertainty is

perceived to exist in the vertical environment. If uncertainty is per-

ceived to exist in the lateral environment, it may not lead to conflict,
A.
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in fact if it is perceived to be a superordinate goal, it may lead to an

exchange of information and cooperation. Ihergfg;g*_j;_j;_g;ggg;gg_;hgg

ßE§EAggI_j §1E0]jH§SES AND ßATIONAg§

The level of lateral uncertainty can be defined in terms of envi-

ronmental dimensions as discussed above. For example, contingency theory

suggests that a complex and dynamic lateral environment will be perceived

to be more uncertain than a simple and static lateral environment. The

critical source of lateral uncertainty is external to the formal channel,

thus dyad members will not view this uncertainty as originating from each

other's actions. Since uncertainty affects decision-making and therefore

goal attainment, dyad members will tend to view lateral uncertainty as a

common problem. This common problem should promote communication and

information exchange between dyad members. Lateral environmental uncer-

tainty in this context, serves as a superordinate goal to the focal dyad.

Recall that Sherif, et al. (1961) reasoned that if conflict develops from

mutually incompatible goals, then common goals should promote cooper-

ation. By working together and sharing information, uncertainty would

be reduced more than if the dyad members dealt with the problem sepa-

rately. Thus, lateral uncertainty may serve as a superordinate goal

tending to reduce an in-group/out-group attitudinal bias favoring the
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in-group and therefore encouraging cooperation and discouraging conflict.

This discussion culminates in two research hypotheses:

H1: The higher the level of lateral environmental uncertainty,
as perceived by the focal dyad, the higher the level of
perceived cooperation. .

H2: The higher the level of lateral environmental uncertainty,
as perceived by the focal dyad, the lower the level of
perceived conflict.

Certainly, gaining information about the vertical environment is

important for both members of the dyad and therefore could be considered

a common goal. However, this uncertainty is generated from within the

formal channel, thus, dyad members are more apt to blame each other for

its existence. Instead of serving as a superordinate goal, uniting dyad

members, it serves as a source of frustration between dyad members. For

example, if a retailer is faced with shortages in the supply of demanded

manufactured products, they may accuse their suppliers of not properly

forecasting demand. Similarly, during a period of variable demand or

lagging sales, the supplier and manufacturer may accuse the retailer of

not properly marketing the products (Assael 1969). This situation tends

to increase an in-group/out-group attitudinal bias favoring the in-group

and thus encouraging conflict while discouraging cooperation. This dis-

cussion culminates with hypotheses three and four:

H3: The higher the level of vertical environmental uncer-
tainty, as perceived by the focal dyad, the lower the
level of perceived cooperation.

Ha: The higher the level of vertical environmental uncer-
tainty, as perceived by the focal dyad, the higher the
level of perceived conflict.

CHAPTER II: LITERATURE REVIEW AND CONCEPTUALIZATION S8



These four research hypotheses lead to some interesting questions

about what would happen to perceived conflict and cooperation if both

lateral and vertical environmental uncertainty were perceived to be high

or low. Turning to the rationale for hypotheses one through four, if

uncertainty was perceived to be high in both sectors of the environment,

conflict would be high, but not as high as if lateral uncertainty were

perceived to be low. If both lateral and vertical environmental uncer-

tainty were perceived to be low, conflict would be low, but not as low

as if only vertical uncertainty was perceived to be low and lateral un-

certainty was perceived to be high. This discussion is sumarized with

hypothesis five:

H5: If both lateral and vertical environmental uncertainty
were perceived by the focal dyad to be:

(a) high, then perceived conflict will be high, but not
as high as the high vertical/low lateral condition;

(b) low, then perceived conflict will be low, but not as
low as the high lateral/low vertical condition.

· Following this same line of reasoning, if both sectors of the envi-

ronment were perceived to be highly uncertain, cooperation would be low,

but not as low as if only lateral uncertainty were perceived to be low.

On the other hand, if both types of uncertainty were perceived to be ab-

sent, the environment would be certain, thus cooperation should be high.

It is proposed that this cooperation would not be as high as if only

lateral uncertainty was perceived to be present, since it is the process

of working toward the achievement of a superordinate goal that promotes

cooperation. This discussion is summarized with the sixth hypothesis:
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H6: If both lateral and vertical environmental uncertainty
were perceived by the focal dyad to be:

(a) high, then perceived cooperation will be low, but not
as low as the high vertical/low lateral condition;

(b) low, then perceived cooperation will be high, but not
as high as the high lateral/low vertical condition.

S§gj[10§ C0§CLy§L0§

The purpose of this section was to propose a series of research hy-

potheses relating perceived environmental uncertainty and the dominant

sentiments of the dyad. This was done by first drawing several conclu-

sions from directly relevant literature. The most important of these was

that assuming the environment as a flow of information perspective, there

is some empirical evidence indicating a positive correlation between

vertical perceived environmental uncertainty and perceived conflict.

This assumes that vertical environmental uncertainty will be perceived

to affect members of a focal dyad differently.

Assuming that lateral environmental uncertainty will be perceived

to affect members of a focal dyad in a similar way, it does not make

theoretical sense to propose that this type of uncertainty will lead to

conflict. It is this rationale that led to the propositional statement

that perceived environmental uncertainty will affect the dominant senti-

ments of the dyad differently, depending upon its critical source.

The second part of this section presented six research hypotheses.

These hypotheses propose specific relationships between vertical and
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lateral environmental uncertainty and conflict and cooperation. The

superordinate goal research of Sherif, et al. (1961) was used as the

theoretical rationale supporting these hypotheses.

C§AE1§g SUMMAR!

The purpose of this chapter was to review that literature which im-

parts theoretical and empirical support to the relationship between en-

vironmental uncertainty and the internal sociopolitical processes of the

channel. The chapter was organized in terms of three general sections:

a) marketing channels: a behavioral perspective, b) the political economy

framework, and c) proposed relationships.

The purpose of the first section was to define basic concepts and

introduce the channels field. From a behavioral perspective, channels

are conceived as open systems, characterized by goal attainment, inter-

dependency, and coordination. This orientation has produced significant

streams of research in the politics of distribution. _

The second section gave a conceptual overview of the political

economy framework, as it has evolved from 1970 to the present. This was

done by explaining the intellectual and conceptual foundations, the de-

tails of the external political economy, and what is meant by the internal

sociopolitical processes. The political economy framework is a

programmatic descriptive model generating concepts and propositions re-

lating these concepts. One of these relationships states that the ex-

ternal political economy affects internal sociopolitical processes.
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Given the conceptual evolution of the framework, one way of studying this

relationship is to explore how uncertainty affects the dominant senti-

ments of the dyad.

The last section articulated a series of research hypotheses relat-

ing the critical source of perceived environmental uncertainty to con-

flict and cooperation. The superordinate goal research, first published

in social psychology then later in the channels literature, was used as

the theoretical rationale supporting these hypotheses. The next chapter

outlines a methodology from which the hypotheses can be empirically

tested. '
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QHAEIEB II}: RESEARC§ DESIGN AND M§T§0DOLOG!

INTBODUCIION

Chapter two presented a number of hypotheses describing relation-

ships between uncertainty and the dominant sentiments of the dyad. A

theoretical explanation was also presented as a rationale for why these

relationships should exist. Relevant literature was reviewed emphasizing

. relationships among theoretical constructs. The purpose of this chapter

is to outline a methodology from which the hypotheses can be empirically

tested.

The specific objectives of this chapter include the following: 1)

a brief summary of methods that have been used in the past to evaluate

channels theory; 2) a description of different types of laboratory ex-

periments that have been done with organizations; 3) reasons for using a

face-to-face dyadic negotiation simulation in this dissertation; 4) a

description of the experimental procedures; and 5) a detailed discussion

of the data collection plan.

|;I§T|j0DS USED T0 EVALUATE CHANNEL I§EOR;§S

The purpose of this section is to review briefly the research methods

that have been used in the empirical study of marketing channels. These

include various types of case studies, the sample survey, and experimental
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research (Dwyer and Krieger 1983). Each of these methods emphasize dif-

ferent aspects of empirical research and therefore has a different

strength. Selection of one of these methods involves the process of

matching goals with strengths. For example, if the aim of the researcher

is to generate hypotheses through thick description of an actual channel

environment then the case method should be selected. The following

sections outline the strength of each method, discussing when it would

be appropriate to use it. Examples taken from the empirical channels

research area will be used to help illustrate the use of each method.

CAS; §IUDY ßglßgg

The marketing discipline°s emphasis on more sophisticated quantita-

tive methods has led to the temporary cessation of the case study ap-

proach. Campbell and Stanley°s (1963, p. 6) now infamous statement

contributed greatly to this general trend:

(Case) studies have such a total absence of control as to be
of almost no scientific value... securing scientific evidence
involves making at least one comparison.

Thus, many of the most insightful case studies in the channels literature

were pre-1963. For example Palamountain°s (1955) analysis of the auto-

mobile, drug, and grocery trades was instrumental to the development of

today°s notion of countervailing power. Ridgeway's (1957) case study of
°

the auto, farm implement, and gasoline channels provided theoretical

foundations for channel leadership. Many of the hypotheses generated by

these studies, along with their descriptions of channel conflict, have
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not been overturned by 30 years of empirical research. According to Dwyer

and Krieger (1983, p. 165), studies such as these serve as "prima facie

evidence of the potential richness of the case study method." The above

studies were hypothesis-generating, this is the most accepted role of the

case study. Case studies have also been used as a theory-confirming

method (see Assael 1969). Theory—confirming is generally appropriate

when the case is sufficiently extreme on one of the variables to be la-

beled a crucial test of the proposition.

The case method is consistent with William McGuires (1973) call for

more attention to the hypothesis - formulation stage of research. McGuire

urges more detailed observation of people, not data. It is scholars like

McGuire that eventually led Campbell to reevaluate his own stance toward

the case study: _

In a case study done by an alert social scientist who has
thorough local acguaintance, the theory he uses to explain the
focal difference also generates predictions or expectations on _

dozens of other aspects of the culture, and he does not retain
theory unless most of these are also confirmed (Campbell 1975,
pp. 181-182).

The rationale underlying case studies is closely aligned with what some

researchers are calling the "interpretive" approaches (Hudson and Murray

1986; Hudson and Ozanne 1986). The objective here is to decrease N so

that the richness of the phenomena becomes salient. The researcher be-

comes engrossed in the realism and complexity of the life situation. It

is this emphasis of realism, complexity, richness, and context that can

be considered the strength of the case study method. All background

factors are allowed to vary at natural levels on all variables. In fact,

the case studies emphasis of a small N and natural setting suggests that
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all factors are brought to the foreground.

SAMPLE SURV§Y8

By far the most popular methodological approach in the channels field

is the sample survey. According to Dwyer and Krieger (1983, p. 168),

reputation and custom have relegated the field survey to a position of

"meat and potatoes" in channels research. In terms of emphasizing real-

life context or statistical control, the field survey lies between the

case study and the laboratory experiment. It is the survey°s emphasis

of representative context ang some degree of statistical control that has

become the strength of the method. Assuming that the heterogeneity of

the sample and the setting parallel that found in the field, the re-

searcher is studying real channels, in all their complexity. At the same

time, assuming that the study is designed according to accepted

methodological rules, including a large enough sample, some generaliza—

tions can be made. As N is increased, that which is idiosyncratic,

unique, or deviant tends to wash-out. Other background factors that are

not considered relevant to the hypotheses, can be statistically con-

trolled. Thus, some of the contextual richness of the case study is lost.

This disadvantage is offset by added control and the ability to generalize

to the population of interest. Sample surveys are generally not used to

generate hypotheses, so added richness is not usually needed. They are

used to test hypotheses that are managerially relevant. In fact, "when

immediate managerial insights are sought, the field study appears all but
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mandatory" (Dwyer and Krieger 1983, p. 168). If the researcher°s aim is

to obtain findings that can be applied directly to the situation of in-

terest, then the sample survey is an appropriate method. Note that the

"effects" themselves are generalized rather than being linked by infer-

ence to the hypothesized theoretical network (Calder, Phillips, and

Tybout 1981, p. 198). Thus, generalization of the effects to a specific

population of interest is emphasized over the nomological network between

constructs.

According to Dwyer and Krieger (1983) the potential of sample surveys

to confirm theory is increased by sampling across industries, using mul-

tiple informants, and improving measures. Each of these issues has been

dealt with in the channels field. For example, Etgar°s (1978) study on

channel leadership shows industry specific differences between retailers

who rated levels of their supplier's control. Phillips (1981) and John

and Reve°s (1982) work represents significant breakthroughs in using

multiple informants in dyadic channels research. Brown and Day's (1981)

contributions to conflict measurement (frequency, intensity, and impor-

tance) is a good example of progress that has been made in construct

measurement.

Even with the above improvements, it is still difficult to establish

temporal sequence, or to rule out alternative explanations. Thus the

establishment of causality with any degree of confidence is difficult.

However, the control needed to establish causality would remove the cor-

respondence between the research setting and the actual channel. If im-

portant contextual variables are removed, the ability to generalize the
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effect to the actual channel is also removed.
l

§Xß§RIM§N]§AL §EI]jOD

The experimental method has not been used extensively to study or-

ganizations (Weick 1965; Dwyer and Krieger 1983). According to Scott

(1965): "Most of what we know today about organizations and the behavior

of their members is known on the basis of field studies" (p. 261). Dwyer

and Krieger (1983) suggest that we have only scratched the surface of what

is to be learned from experimentation. Evan (1971) stated that the "re-

luctance to explore the potential utility of experimental designs is not

unrelated to the skepticism long expressed about the feasibility of the

experimental method in the social sciences" (p. 2). Price (1963, p. 122),
Ü

acknowledging the superiority of experimentation as a method of verifying

propositions on organizational phenomena, predicted that its use would

not expand in the future. The source of this widespread skepticism can

be traced to questions pertaining to whether or not organizational

structure and process can be reproduced in the lab. Despite the skepti-

cism, significant streams of research have been developed in channels and

related fields utilizing various forms of simulations, bargaining games,

and dyadic negotiations (Schurr and Lessne 1983).

Laboratory experiments utilizing organizational concepts take many

different forms, thus they should not be defined in terms of a particular

setting. Weick (1965) offers a good definition:

...this label identifies any situation in which the exper-
imenter can determine the treatments to which groups will be
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exposed, in what order, and at what times. In addition, the
experimenter can select the points at which measurements will
be taken, by what means, and on whom. Where such decisions can
be made and implemented by the experimenter, a laboratory ex-
periment exists (p. 199).

Thus, relative to the case study and sample survey, the experiment em-

phasizes control. The purpose of the added control is to be able to

systematically examine theoretically relevant aspects of the social phe-

nomena of interest (Zelditch 1980). Added control has the advantage of

providing the opportunity to: 1) decrease error variance and thus in-

crease the sensitivity of the text, 2) establish temporal sequence, 3)

rule out alternative explanations, and 4) clarify abstract relationships.

On the fourth point, Weick (1965) suggests that natural events are often

cryptic or vague. The laboratory experiment provides a setting in which

the natural event can be rearranged and simplified, making its essence

more apparent. Here again, the strength of the method needs to be matched

with the aims of the researcher. Organizational experiments are appro-

priate when the goal is theory-testing. More specifically, theory-

testing is appropriate when the purpose of the research is to examine the

nomological network between constructs, without considering

particularistic correspondence with marketing channel interactions (Anand

and Stern 1985, p. 367).

The added control of the laboratory experiment produces a method

which is less contextually realistic. However, if the aim of the re-

searcher is theory - testing, a realistic setting is not as important.

As Zelditch and Hopkins note, "the theoretical importance of events is

not determined by their frequency in nature. It is determined by their
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relevance to theoretical concepts" (1961, p. 466). This is consistent

with Weick's (1965) comment that when experiments are theory-bound, they

often involve rare events. More specifically, Weick notes that laboratory

experimentation with organizations is appropriate forexaminingDwyer

and Krieger (1983) discuss that experimental simulations are arti-

ficial however: "As an abstraction of a socialization process, an anal-

ogy, it represents a good tool for testing theory with different

populations and settings" (p. 167). Zigler (1963) presented a convincing
A

argument for the reasons theory-testing seldom requires a natural set-

ting:

What the experimenter is saying is that if such and such holds
in the real world because of the principles expounded in the
particular theory under investigation, then such and such
should hold in the world which the experimenter has created.
This translatability is what gives theoretical import to ex-
periments which involve phenomena which, taken in isolation,
not only appear picayune but seem to have little relationship
with what one observes in nature (p. 353).

Thus, the correspondence between empirical indicators and the real-life

channel is not emphasized in theory testing. In fact the sociological

complexity of the real environment may be such that it would be imprac-

tical to test directional hypotheses relating aspects of the environment

to a focal dyad. Contextual richness and realism is compromised in favor

of internal and statistical conclusion validity. This does not mean

however that an experimental simulation cannot be realistic

psychologically. In an organizational experiment, the subject is asked

to complete a task, this task is designed to appear real to the subject

and to encourage involvement. Some simulations have produced a high
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degree of involvement and rather accurate predictions. For example,
A

high-ranking military officers who visited Streuferts° Tactical and Ne-

gotiations Simulation acknowledged that the behavior of college

sophomores was not unlike the strategic decision making that occurs in

the real setting (Fromkin and Streufert 1970). Students participating

in Streufert°s Campus Uprising Simulation were at one point so involved

they actually feared for their lives (Fromkin and Streufert 1970). High

subject involvement along with a certain degree of psychological realism

can be maintained in a well designed and pretested simulation.

A variety of different types of organizational experiments have been

used in the channels and buyer behavior literature. Most of these studies

focus on dyadic negotiations while manipulating the environment in the-

oretically meaningful ways. Examples of different types of organiza-

tional experiments taken from the literature include two-person,

mixed-motive, non-zero-sum bargaining games (Green, Gross, and Robinson

1967; Mathews, Wilson, and Monoky 1972; Eliashberg, et al. 1986;

McAlister, et al. 1986); negotiations within triadic structures (Walker

1971, Dwyer and Walker 1981); multiperson parasimulations (Stern,

Sternthal, and Craig 1973; Angelmar and Stern 1978; Cadotte and Keyt 1980;

Anand and Stern 1985); and negotiations with a programmed opponent

(Clopton 1984, Schurr and Ozanne 1984). ·

When the aim of the researcher is to identify cause - effect re- ~

lationships, the wide variety of manipulative and statistical controls

associated with experimental strategies are needed. Thus, when the aim

is to test theoretically relevant, specific, and directional hypotheses,
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an organizational experiment is appropriate. '

SECTION CONCgUSION

The purpose of this section was to review the research methods that

have been used in the empirical study of marketing channels. These in-

cluded the case study, sample survey, and the experimental method. Each

of these methods has strengths and weaknesses. Selection of a method

involves matching strengths with the aims of the researcher. According

to Laudan°s "reticulated model of justification" (1984), the method is

an important element in a research tradition. Research traditions consist

of methods, theories, and aims, all mutually intertwined in a complex

process of adjustment and justification (Laudan 1984). Methods exhibit

realizability to aims and the aims justify the methods. If the aim of

the researcher is theory construction or hypothesis - generation, the

appropriate method would be the case study. The contextual richness of

a single case provides a fertile ground for theorizing. If the aim of

the researcher is managerial applications, parsimonious generalizations

along with real-life context is needed. Here the sample survey would

exhibit realizability to the aims. If the aim of the researcher is to

establish theoretical cause-effect relationships, then the appropriate

method would be the organizational experiment.

The aim of this dissertation is to test theoretical propositions that

have been generated by the political economy framework. The purpose

therefore is to seek evidence for the credibility of the nomological
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network. Thus, emphasis will be placed on the correspondence between

empirical indicators and their theoretical counterparts. Recall that

Weick (1965) notes that laboratory experimentation is needed to disen-

tangle a complex environment. Experimental control will be needed to test

the hypothesized relationships between the critical source of uncertainty

and the political processes of the dyad. The method which exhibits

realizability to this aim is the organizational experiment.

The purpose of the next section is to discuss the different types

of organizational experiments. Selection of a specific type of exper-

imental simulation is again dependent on the aims and purposes of the

researcher.

IxP§§ OF 0g§ANI;AT;0NAL §;P§RIME§I$

Organizational experiments vary according to a large number of di-

mensions. The purpose of this section is to identify different types of

organizational experiments, discuss the strengths and weaknesses of each,

and identify when the use of a specific type would be most appropriate.

There are potentially many different ways of categorizing these method-

ologies. If one uses degree of control as a criteria, three general

categories can be identified: free simulations, parasimulations, and

dyadic negotiations. The third category can be further broken down into

negotiations using a programmed partner and negotiations using naive

subject dyads (see Figure 5). These types of simulations share some

common characteristics. For example subjects are most frequently ob-
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Less Control More Control

1. Free 2. Parasimulations Naive Dyad ProgrammedSimulations
\

Partner
3. Dyadic Negotiations

FIGURE 5: Three Types of Experimental Simulations
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tained from a college student population. Since these methods are used

for theory testing, a homogeneous, rather than a representative sample

is sought. Subjects typically volunteer for one or two hours of research

participation. The use of two or three independent variables is the most

common practice (Fromkin and Streufert 1970). Two or three dependent

variables are generally measured at one or two points in time during the

experiment (Fromkin and Streufert 1970).

All of these simulation techniques expose participants to a number

of "real-world-like" events. The research setting is artificial and
I

contrived, however the experimental task is designed as an analogy of the

real world. Again, this is done to encourage involvement and produce a

psychological realism. Simulations should be distinguished from "parlor

games" as discussed by Weick (1965). Parlor games define the rules and

starting position of each player. As the game develops, the experimenter

makes observations, being careful not to intrude on the natural outcome.

Simulations exercise a greater degree of control, manipulating independ-

ent variables at theoretically meaningful levels (Fromkin and Streufert

1970, p. 420). Simulations should also be distinguished from role·playing

experiments. In a role—playing task, subjects are asked to imagine that

they are other people. Subjects participating in a simulation are not

asked to behave as if they were in an imaginary situation. They are in-

structed to complete a task in the same way that subjects are asked to

complete a task in the standard laboratory experiment.

These types of simulations share some common problems. These prob-

lems can be considered threats to internal validity and must be dealt with
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head-on by the experimenter. First, Weick (1965) suggests that the com-

plexity of an experimental simulation may produce apathy and confusion.

Guetzkow (1968) and Streufert (1968) do not agree, suggesting that par-

ticipants in simulations tend to experience high levels of involvement.

Second, procedural error will return the subject to the realization that

they are in an experiment, this realization will modify their behavior.

Third, Weick (1965) suggests that an environment which appears realistic

to the experimenter may not appear realistic to the subjects. Fromkin

and Streufert (1970) suggest that these first three problems can be rec-

tified by extensive pilot research, pretesting, and manipulation checks.

One of the most important criticisms of experimental simulations is that

the groups or dyads are short-lived, lacking a history, future, and cor-

porate culture (Drabeck and Haas 1967). This problem can be dealt with

in many ways, depending on the creative skill of the researcher. For

example Eliashberg, LaTour, Rangaswamy, and Stern (1986, p. 103) dealt

with this problem in two ways. First, perceived interdependence was in-

duced by conducting a warm-up negotiation session using an abbreviated

price-quantity matrix. By demonstrating in a warm-up session that both

coordination and competition are necessary in order to reach an agreement

(mixed-motive) the authors were able to establish the normative climate

(corporate culture). Second, the notion of a long-term relationship was

induced by informing each dyad that bargainers would be given the oppor-

tunity to negotiate a second time. Profits generated by each member would

be the average of the profits obtained in the two bargaining sessions with

the other member.
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Different kinds of simulations are used for different purposes.

Again, the strength of the method needs to be matched with the specific

aims of the researcher. The specific characteristics and implications

of the three most prominent simulation methods are discussed below.

[RE; S;[jU;AI;0|§§

Free simulations lie at the left end of the continuum illustrating

different types of experimental simulations (see Figure 5). A free sim-
A

ulation does not afford much more experimenter control than a sample

survey. In fact, some researchers have noted that experimenters who use

this method are creating field research in the laboratory (Fromkin and

Streufert 1970).

The defining characteristic of a free simulation is that events are

shaped, in part, by the behavior of the participants themselves (Fromkin

and Streufert 1970). This means that the subjects are "free" to modify

the independent variables by their own behavior. More specifically, a

free simulation is characterized by four elements (Fromkin and Streufert

1970, p. 425): 1) Participants are placed within a complex environment

which represents the criterion environment as much as possible; 2) par-
l

ticipants are free to behave within the boundaries of general rules or

parameters; 3) participants interact with, and attempt to change, a com-

plex environment; and 4) events are determined through the interaction

of the free behavior of participants and experimenter-determined parame-
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ters. Thus, this technique exposes participants to a large number of

real-world-like events simultaneously.

Independent variables are introduced in one of two ways. First, the

experimenter may select differential starting positions for different

groups. Second, simulation rules and parameters can be varied systemat-

ically.

The strengths of the free simulation lie in its close relationship

to criterion settings, and the involvement of the participants. When

using the free simulation technique, there is not a strong concern for

controlling confounds. Background factors are considered an important

part of the setting that is being simulated. Thus, free simulations, even

though they generally take place in a laboratory, may not be appropriate

for theory testing. There is an emphasis on the correspondence between

empirical indicators and the real world rather than theoretical con-

structs. Also, lack of concern for confounds makes cause-effect state-

ments difficult.

Free simulations are most appropriate when two conditions exist.

First, when the researcher°s aim is more closely aligned with effects

application, emphasizing a close correspondence between the simulated

environment and a criterion setting. Second, when the researcher°s aim

is to intervene in an environment they normally would not have access to.

For instance, intervention in the operations of an ongoing industrial

organization or a nation is usually impossible. Thus, one recreates the

setting in a laboratory, then places persons into the environment as de-

cision makers.
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It should be noted that many scientists do not regard the free sim-

ulation as a method, rather they view it as a theory.

...a simulation technique which produces the same outcome as
a parallel event in the real world is an approximation of the
world...the parameters of the simulation and their pre-
programmed or specified interactions can be viewed as the sim-
ulator°s °theory° of the real world (Fromkin and Streufert
1970, p. 425).

Parasimulations lie to the right of free simulations on the continuum

(see Figure 5), thus the technique emphasizes more experimenter control.

The term "parasimulation" was introduced by Stern, Sternthal, and Craig

in 1973 (Cadotte and Keyt 1980). The methodological technique is posi-

tioned between a free simulation and a standard experiment in terms of

control and realism. This assumes that the standard experiment tends to

focus on a phenomenon by itself or in interaction with few other phenomena

(Fromkin and Streufert 1970). The prefix "para", in this context, means

"like or resembling." Thus, a parasimulation is like a free simulation

however it shows a greater concern for controlling confounds.

In the channels literature, the term "parasimulation" has been used

in a variety of ways, in fact there is some confusion as to exactly what

the technique is and how it should be used. For example, Cadotte and

Keyt°s (1980) "poker chip market" is in essence a free simulation, how-

ever, they refer to it as a parasimulation: "The parasimulation appears

to meet the criteria of channel formation and operation and also offers

more realism than the Stern, Sternthal, and Craig model" (p. 289). Stern,
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Sternthal and Craig (1973) purposely choose a method that was less real-

istic but offered more control. This control was needed since they were

theory testing: "...a more refined theoretical base must be established

before field experiments are warranted" (Stern, Sternthal, and Craig, p.

171). Thus, correct use of the parasimulation positions it as a compro-

mise method, emphasizing control over the independent variables but also

maintaining some of the complexities of the free simulation.

Relative to a free simulation, a parasimulation uses fewer subjects

and subjects generally participate for shorter periods of time. For ex-,

ample the Stern, Sternthal, and Craig parasimulation involved two three-

member firms (282 total subjects, note that this is still more than a

standard experiment typically uses). These "firms" bargained over price

and quantity for 70 minutes. All of the information reaching subjects

in the Stern, Sternthal, and Craig (1973) parasimulation was pre-

programmed. Thus, all independent variables were under complete control

of the experimenter. Manipulation checks were used to assess whether or

not the student groups perceived themselves as organizations, and whether

or not the conflict induction was successful. In this way, the

parasimulation is more like the standard laboratory experiment than like

the free simulation. It is different from a standard experiment in that

the subjects have more freedom. As long as their behavior does not vio-

late the rules of the simulated environment, they are free to make any

kind of decision they choose, or they may interact with each other in a

variety of ways.
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The strength of a parasimulation is that it maintains some of the

realism characteristic of free simulations, but enables the researcher

to have more control over confounds. The phenomena is not studied in

complete isolation of other relevant background factors, however, the

complexity of the simulated environment is simplified enough to enable

the researcher to study specific relationships. This makes the technique

appropriate when the aim of the researcher is theory testing.

The disadvantages of a parasimulation include both methodological

and practical problems. Since a parasimulation does not share the sim-

plicity of the standard laboratory experiment, it cannot eliminate all

confounds based on extraneous variables equally well (Fromkin and

Streufert 1970). When using a compromise method, the researcher must

consider whether or not their specific design is taking the worst of both

worlds or the best of both worlds. Since the weaknesses of a method can

be considered inevitable and the strengths only potential, it could be

that parasimulations assume the disadvantages of free simulations (con-

founding) and the disadvantages of the standard experiment (artificial).

This will probably be the case if the researcher does not have access to

the kinds of resources that are needed for a parasimulation: a large

number of subjects, a behavioral lab, time, and incentives.

In sum, parasimulations are very similar to what Fromkin and

Streufert (1970) refer to as "experimental simu1ations." These are de-

fined as a research method: 1) where participants are placed in a complex

environment in which they are partly free to behave as they like; 2) where

participants attempt to cope with environmental characteristics; 3) where
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all events are predetermined; and 4) where the number of independent

variables are strictly limited (p. 425).

gYAD;Q N§GOT;5T;0§S

Dyadic negotiations lie to the right of parasimulations on the

continuum (see Figure 5), thus these techniques enable the researcher to

emphasize additional control. The fundamental difference between

parasimulations and dyadic negotiations is that the former involve nego-

tiation teams while the latter consist of two person dyads. Since dyadic

negotiations involve only two persons, subject interaction is minimized,

this enhances experimenter control. There are two general approaches to

.the design of two-person negotiation experiments: negotiating dyads

consisting of two naive subjects, and dyads consisting of one naive sub-

ject and a programmed opponent (Clopton 1983). The appropriate approach

depends upon the objectives of the researcher, and the research tradition.

Before strengths and weaknesses of each approach are discussed, it is

important to highlight characteristics of dyadic negotiations in general.

At least seven different traits characterize dyadic negotiations

(Rubin and Brown 1975, Schurr and Lessne 1983). First, negotiations take

place between two individuals. Second, individuals are motivated to en-

gage in negotiation because they perceive that it is in their own best

interest to do so. This means that the individual will engage in nego-

tiation if they perceive that satisfaction or utility can be increased

by an agreement with another individual. The third and fourth charac-
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teristics represent possible hindrances to agreement: competing inter-

ests and uncertainty. Negotiation is needed since a mixed·motive setting

and lack of information stand in the way of an easy or automatic agree-

ment. The last three characteristics are central to the process of ne-

gotiation. Communication between individuals (i.e. channel members) must

involve an exchange of offers, counter offers, and other information; the

negotiation dyad must have alternative agreements to choose from; and the

individuals must have the option of withdrawing from the negotiation.

These last three characteristics are important since they determine an

individual°s freedom to pursue self·interest.

In negotiation simulations, the unit of analysis may be the bar-

gaining dyad or each individual negotiator (Clopton 1983, p. S2). If the

experiment is designed to assess the effects of manipulations on dyadic

behavior, then a design which randomly assigns two naive subjects to be

bargaining partners would be appropriate (Clopton 1983). In a design

using two naive subjects, the behavior of each subject will influence the

attitudes and perceptions of the other. The two individuals in the dyad

are necessarily interdependent (Clopton 1983). Thus, when the unit of

analysis is the dyad, data is aggregated across individuals in the dyad.

In a research design where the relevant unit of analysis is the
dyad, dependent variables measuring differences between dyads
in different cells of the design are relatively free of con-
founding due to opponent behavior (Clopton 1983, p. 52).

On the other hand, if the experimenter is investigating individual level

dependent measures, the use of two naive subjects as a negotiation dyad

is not appropriate. If two naive subjects are used when the unit of

analysis is the individual, the opponent's behavior will contribute to
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error variance. The effect of the manipulation may be confounded with

the unique influence exerted by the individual°s opponent (Clopton 1983).

Thus, if the unit of analysis is the individual, the appropriate technique

would be to use a dyad consisting of one naive subject and a programmed‘

opponent.

The choice of unit of analysis depends on the nature of the research

tradition the scientist is attempting to extend. For example, if the

researcher is interested in investigating face-to-face problem solving

or decision making between channel members, then a crucial aspect of the

method is to provide for direct communications between individuals. This

will preserve important dimensions of a true marketing context in which

discussion, eye contact, gestures, seating arrangements, appearance, tone

of voice, and other factors are present (Duncan and Fiske 1977; Schurr .

and Lessne 1983). On the other hand, if indirect communications are the

theoretical focus, say in a buyer behavior context, the researcher may .

use the individual as the unit of analysis. For example, if the re-

searcher was interested in investigating negotiations with an overseas

buyer by means of telex messages.

Assuming that dissertation research extends established research

traditions, the researcher must stay within the normative boundaries of

that tradition. The political-economy framework clearly selects the dyad

as the unit of analysis:

In this article, as in the previous article (Stern and Reve
1980), we adopt the perspective that the fundamental activity
in marketing channels is the transaction, i.e, the act of ex-
change between two economic agents (Achrol, Reve, and Stern
1983, p. 56).
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Focusing on the transaction (and thus, on dyadic exchange) is
likely to permit research in marketing channels to advance
farther and faster than reliance on the rather nebulous gener-
alities found in systems theory (Achrol, Reve, and Stern 1983,
p. 57).

Since this research is theory - testing, in the Calder, et. al. tradi-

tion, that technique offering the most control but still using the dyad ·

as the unit of analysis will be selected. Thus a dyadic negotiation

simulation, using a two subject naive dyad represents that experimental

technique most appropriate, given the normative boundaries of the re-

search tradition.

§§CI;0§ CQNCLUSION

The first purpose of this section was to review the different types

of organizational experiments which have been used in the empirical study

of marketing channels. These include free simulations, parasimulations,

and dyadic negotiations. Since organization experiments are generally

used for theory-testing, degree of control is a reasonable criteria from

which to classify techniques. It was noted that not all simulations are

appropriate for theory testing. Free simulations for example do not allow

the researcher to rule out alternative explanations or establish temporal

sequence. They are, in essence, field research in the lab.

Parasimulations and dyadic negotiations are both appropriate for theory

testing and have been used in the past to realize this aim.

The second purpose of this section was to justify the use of a dyadic

negotiation simulation. This justification focused on the need to develop
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a sensitive test of the nomological network and to stay within the

normative boundaries of the research tradition. Past researchers who have

used two-person dyadic negotiation simulations have organized the exper— .

iment in a number of different ways. Thus, there is some degree of var-

iance within this specific type of organizational experiment. The

following section reviews the literature which has used this type of ~

methodological technique, emphasizing differences in design, type of

dyad, organizational context, exchange of information, etc. Only the

methodological aspects of these studies will be reviewed so that the

specifics of the current experimental procedures can be put into context.

The purpose of this section is to discuss how a dyadic negotiation

simulation will be used to test the research hypotheses as presented in

chapter two. These procedures stem from how this technique has been used

in the past, thus literature will be included where appropriate (see Ap-

pendix E for a detailed integrative review of this literature). Proce-

dures will be explained in terms of: the organizational context, type

of dyad, background of subjects, experimental task, exchange of informa-

tion, and experimental design. After the design has been outlined in

detail including inductions, manipulation checks, model, and dependent

measures, procedures for tests of hypotheses will be discussed. These

procedures will include both statistical tests as well as Angelmar and
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Stern°s (1978) "Content Analytic System." This section will conclude by

setting the stage for the data collection process.

0RGA§§ZATIONAL CONIEXI

As stated earlier in this chapter, the laboratory simulation provides a

setting in which the natural environment can be rearranged and simplified,

making its essence more apparent (Weick 1965). That aspect of the real

world which is simulated can be termed the "organizational context" of

the experiment. The organizational context stems from the theoretical

interests of the researcher. Most researchers using dyadic simulations

are interested in some aspect of the negotiation process between boundary

persons. This organizational context can be simplified in the laboratory

by constructing a bilateral monopolistic structure involving one man-

ufacturer and one retailer. This context has been used by a number of

researchers to test a variety of theoretical propositions (Green, Gross,

and Robinson 1967; Mathews, Wilson, and Monoky 1972; Stern, Sternthal,

and Craig 1973; Pruitt and Lewis 1975; Dwyer and Walker 1981, condition

I; Eliashberg, et al. 1986). Here both the retailing and manufacturing

firms are said to be major companies. These firms are usually described l

as having been in business for a number of years and being roughly equal

in size, financial performance, stability, and profitability. This or-

ganizational context is made clear to the participants early in the sim-

ulation so they do not attribute unequal situational power to the firms

at the outset. Thus, in terms of organizational context, this type of
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simulation emphasizes the vertical flow of resources and dyadic trans-

actions, given a symmetrical distribution of power.

When level of power is used as an independent variable, a different

aspect of the real world needs to be simulated. Here an asymmetric

triadic negotiation structure is used to simulate unequal power re-

lationships (Cummings and Harnett 1969; Walker 1971; Dwyer and Walker

1981, condition II; Schurr and Ozanne 1984). The typical situation here

is a monopolistic manufacturer negotiating with two competing retailers.

Again, the product flow within the formal channel is emphasized. Rarely

are environments outside the boundaries of the formal channel simulated.

An exception to this is the Free Market Simulation by McAlister, Bazerman,

and Fader (1986) (see Appendix E for details). These authors incorporated

the competitive environment in a dyadic negotiation simulation.

_ The theoretical underpinning of this dissertation calls for a simu-

lation which emphasizes both the vertical (input-output) and lateral,

(competitive-regulatory) sectors. Thus, the organizational context which

needs to be simulated for this experiment is one in which the participants

feel involved in more than just the vertical sector. In order for this

to happen, the experimental task must stimulate a concern for the trans-

action as well as how the lateral environment will affect the process and

outcome of negotiation. A traditional bilateral monopolistic structure

involving one manufacturer and one retailer will be used as the organ-

izational context for this dissertation. In addition, problem solving

activities involving the lateral sector will be directly linked to the

negotiation process and outcome. Thus subjects will be actively engaged
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with both a vertical and lateral organizational environment. This is

consistent with the factors and components comprising the organization's

internal and external environment as conceived by Duncan (1972) and

Achrol, Reve, and Stern (1983).

[XP; O; DXAD AN; ;A;§GAOUND OF $UBJ;;[§

The negotiation dyad has been labeled differently depending on the

organizational context and the research tradition. Some researchers, in

an effort to avoid role playing, refer to the dyad as "individuals" who

will be completing a task (Green, Gross, and Robinson 1967). Other re-

searchers, in an effort to be consistent with the organizational context,

refer to the negotiation dyad as "manufacturer·retailer" (Walker 1971;

Dwyer and Walker 1981; Eliashberg, et al. 1986), "buyer-seller" (Mathews,

Wilson, and Monoky 1972; Pruitt and Lewis 1975; McAlister, Bazerman, and

Fader 1986), or "industrial salesperson-purchasing agent" (Stern,

Sternthal, Craig 1973). The terms which will be used in this dissertation

are "buyer" and "seller". As discussed in an earlier section of this

chapter, it is important that subjects do not feel as though they are

participating in a role·p1aying exercise. It is believed that these terms

will not encourage role playing and at the same time are consistent with

the organizational context.

Students are almost always used as subjects in dyadic negotiation

simulations. MBA students have been used by a number of different re-

searchers (Green, Gross, and Robinson 1967; Dwyer and Walker 1981; Schurr
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and Ozanne 1984; McAlister, Bazerman, and Fader 1986); undergraduate

business students have been used (Cummings and Harnett 1969; Walker 1971;

Mathews, Wilson, and Monoky 1972); and researchers have used a combination

Q of undergraduate and graduate business students (Stern, Sternthal, and

Craig 1973). The most important reason that students are selected from

business schools is that they are generally interested in the context of

the simulation, this interest becomes involvement once the experiment

begins. Some researchers have used non-business students, for example

Pruitt and Lewis (1975) used undergraduate psychology students. Authors

have also used combinations of MBA students and actual executives

(Eliashberg, et al. 1986).

Students are used in these simulations for both epistemological and

practical reasons. First, this stream of research is positioned as

theory-testing and students provide a relatively homogeneous group of

subjects. Homogeneity is valued since this will decrease error variance,

which in turn increases the reliability or precision of the results. This

produces a situation in which the phenomenon under test can manifest it-

self against the background of experimentally irrelevant variability

(Cohen 1977; Sawyer and Ball 1981).

This research implies that a) business majors should be used in order

to encourage involvement, and b) undergraduate students, MBA students,

gg executives should be used. These groups should not be combined however

since this would violate the theory-testing aim of homogeneity. The

second reason that students are used in these simulations is practical.

If the dyad is used as the unit of analysis, depending on the number of
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treatments, a large number of subjects may be needed. The articles which

are used as illustrations in this section used between 24 (Green, Gross,

and Robinson 1967) and 300 (Mathews, Wilson, and Monoky 1972) students.

The mean number of subjects was 141 indicating that relatively large

samples are needed.

Consistent with the above research tradition, this dissertation will

use undergraduate business students as subjects in the dyadic negotiation

simulation. Approximately 192 subjects will be needed to complete the

experiment.‘ Additional subjects will be needed for pre—testing and pilot

studies.

As discussed early in chapter two, channel systems are characterized

by both individual and collective goals. A channel member may need to

settle for a less than optimal (but satisfactory) agreement so that the

channel as a whole can reach a collective goal. It is this type of

mixed•motive situation that needs to be simulated with the experimental

task:

Channels of distribution conform to the common °image° of the
generalized bargaining problem addressed by developers of the
theories, that is, bargainers need to reach some mutually ac-
ceptable settlement but also wish to settle on terms favorable
to themselves (Eliashberg, et al. 1986, p. 101).

As stated above, it is the combination of competing interests and a lack

‘
Assuming medium effects; a = .05; n = 48, power equals .70, as tabled
in Rosenthal and Rosnow (1984, p. 360).
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of information that necessitates negotiation. Thus, the experimental

task needs to be designed so that each bargainer has different preferences

yet they need to reach agreement in order to individually survive. This

illustrates the dilemma of channel members... "how can they maximize the

joint utility of the two parties while simultaneously obtaining as much

of the joint pool of resources as the market forces allow" (McAlister,

Bazerman, and Fader 1986, p. 236). In most dyadic negotiation simu-

lations, the experimental task involves bargaining over a price·quantity

matrix (also called a payoff table or a profit schedule). This matrix

is designed to simulate an actual mixed-motive situation. The specifics

of these matrices vary a great deal from experiment to experiment. For

example, some involve more than one product (Schurr and Ozanne 1984;

Pruitt and Lewis 1975), some are based on more than one factor (McAlister,

Bazerman, and Fader 1986; Dwyer and Walker 1981), some are relatively

straight forward and simple (Stern, Sternthal, and Craig 1973 used a 6 x

S matrix producing 30 possible points of agreement), and some are elabo-

rate and complex (Cummings and Harnett 1969 used a 21 x 24 matrix

producing 504 possible points of agreement).

As an illustration as to how a price-quantity matrix produces a

mixed-motive task, consider Eliashberg, et al's. (1986) warm-up negoti-

ation exercise. Assume in this example that participants will be indi-

vidually rewarded for high profits and that the dyad is competing with

other dyads for high joint-profits:

The simulation will consist of se-
veral short phases. In order to acquaint you with the negoti-
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ation process, the first phase will involve a short °warm-up'
negotiation using the matrices similar to those shown below.
You should treat the °warm—up° session as seriously as the ne-
gotiations to follow (Eliashberg, et al. 1986, unpublished in-
struments).

Manufacturer°s Profits

Selling Price

Units $3.75 $4.00 $4.25 $4.50

60,000 42,000 48,000 56,000 60,000

70,000 44,000 50,000 55,000 67,000

80,000’ 50,000 60,000 66,000 72,000

Retai1er°s Profits

Purchase Price

Units $3.75 $4.00 $4.25 $4.50

60,000 70,000 64,000 56,000 52,000

70,000 66,000 60,000 55,000 45,000

80,000 66,000 56,000 50,000 44,000

‘
Keep in mind that for this particular exercise, subjects did not see each

others° profit schedules although this information could be obtained

through negotiation. If the bargainers were directed toward self·gain,

the manufacturer would bargain for the 80,000 unit/$4.50 agreement while

the retailer would bargain for the 60,000 unit/$3.75 agreement. Notice

that there are two points of agreement in which profits are equally

shared, resulting in $112,000 and $110,000 respectively in joint profits.

Since it is possible to earn $116,000 in joint profits, the 60,000
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unit/$4.25 agreement is fair but should be considered less than optimal.

The most "integrative" agreement in this example would probably be the

80,000 unit/$4.00 agreement since this option results in the smallest

possible difference between the manufacturer°s and the retailer°s profits

for the maximum joint profit options:

Joint Profits

Price

Units $3.75 $4.00 $4.25 $4.50

60,000 112,000 112,000 112,000 112,000
(28,000)* (16,000) (0) (8,000)

70,000 110,000 110,000 110,000 110,000
(22,000) (10,000) (0) (24,000)

80,000 116,000 116,000 116,000 116,000
(16,000) (4,000) (16,000) (28,000)

*Number in parentheses is the difference between manufacturer
and retailer profit for that particular agreement.

Note that the above information would only be made available to the

bargainers through information exchange during the negotiation. The term

"integrative" is often used in this literature to characterize cooper-

ative behavior directed toward finding ways to satisfy the objectives of

both the buyer and the seller in a bargaining situation (Pruitt 1981).

The work of McA1ister, et al. (1986) underscores the importance of

a warm-up exercise or even a series of warm·up exercises. These authors

speculate that channel members... "can absorb only a limited amount of

information about a negotiation at one time -- first they learn to com-
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pete, then to problem-solve, then to evaluate the power situation" (p.

235). Thus, the importance of experience cannot be overlooked in a dyadic

negotiation simulation. The number and kind of warm-up exercises can be

determined through pre·testing. By the end of the warm-up, the subjects

should no longer feel that they are part of an unfamiliar environment,

they should feel involved, interested, comfortable, and secure in their

understanding of the experimental task.

_ The warm-up exercise for this dissertation involved a simplified

version of the actual task. Subjects negotiated to agreement using a

price-quantity matrix, in addition, they were instructed to read short

scenarios pertaining to the lateral and vertical environments (the ways

in which these environments were linked to the negotiation are discussed

in detail when the Perceived Environmental Uncertainty Inductions are

presented). The matrix that was used for the actual simulation contains

minimum costs rather than profit (see Appendix F). The details of this

matrix, and its use, are be discussed when the inductions are presented.

EXCEANGE OE ;§EgR@A]§;O§ Ay! LEIEADYAD UEQEEIAEEIX

Exchange of information between buyer and seller is organized in a

variety of ways. The method of information exchange depends on the the-

oretical propositions as well as the philosophical orientation of the

individual researcher. Early research restricted communication to writ-

ten messages, the experimenter served as messenger enabling the identi-
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ties of the bargainers to be hidden (Green, Gross, and Robinson 1967;

Cummings and Harnett 1969; Walker 1971; Stern, Sternthal, Craig 1973).

There are two advantages to this approach. First, written communication

provides a permanent record of the negotiation process, this can be con-

tent analyzed and used in a variety of ways. Second, not revealing the

identities of the participants controls for a whole host of possible

confounds (appearance, tone of voice, general manner, sex roles, etc.).

More recent dyadic negotiation research has used face-to-face verbal

communication (Pruitt and Lewis 1975; Eliashberg, et al. 1986; McAlister,

Bazerman, and Fader 1986). The advantage here is that direct communi-

cation between dyad members preserves important dimensions of a true

marketing context (Duncan and Fishe 1977). If the theory addresses issues

relating to face-to-face problem solving, then a crucial aspect of the

method is to provide for direct communication between individuals.

The theoretical propositions being tested in this dissertation sug-

gest that face-to-face communication may be needed in order to facilitate

joint decision making and problem solving. Thus, face-to-face communi-

cation will be used in this dissertation. This should also serve to en-

courage involvement and interest. At the same time, establishing a

written record of the negotiation process would provide an opportunity

to use Angelmar and Stern°s (1978) "Content Analytic System" to retest

the hypotheses. This research will therefore combine the early and more

recent approaches and use face-to-face wtittgg communication. This

preserves some aspects of a true marketing context while providing a

permanent written record (it should be noted that tape recording the ne-
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gotiation sessions brings its own set of problems: the practical problems

of obtaining enough tape recorders, understanding voices, subjects talk-

ing at the same time, long periods of silence, transcribing voices, etc.,

as well as potential demand artifacts such as evaluation apprehension).

If amount of information or intradyad uncertainty is not manipulated

as an independent variable, then it must be held constant across treat-

ments. Once again researchers approach this problem differently. Most

researchers do not let dyad members see each other°s matrices. They are

instructed that the information contained in their matrix is private and

proprietary (Walker 1971; Mathews, Wilson, and Monoky 1972; Pruitt and

Lewis 1975; Schurr and Ozanne 1984; McA1ister, Bazerman, and Fader 1986).

However, these studies usually do not restrict information exchange. This

means that a bargainer ceuld obtain information about an opponent's matrix

through negotiation. This is the approach that will be used in this re-

search. Amount of information will be controlled by instructing the

bargainers that the information contained in their matrix is private.

This is consistent with the Stern, Sternthal, and Craig (1973) tradition

of not letting dyad members see each other°s price - quantity tables.

§gP§g]ME[g]§A§, QESIGQ

The number of independent variables used in dyadic negotiation sim-

ulations is usually between two and four. These variables are limited

by the ability of the experimenter to interpret potential interactions

ameng them (Fremkin and Streufert 1970). A popular design in the nego-
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tiation literature is to fully-cross two levels of two independent vari-

ables (Mathews, Wilson, and Monoky 1972; Pruitt and Lewis 1975; Schurr

and Ozanne 1984; Eliashberg, et al. 1986). Precedent has been set for

more complex designs however. For example, McAlister, Bazerman, and Fader _

(1986) nested a 2 x 2 fully-crossed factorial within each of four market

conditions producing 16 possible cell assignments. Within-subject de-

signs have been used in this literature (Dwyer and Walker 1981) although

this is not typical. Most dyadic negotiation simulations use between-

subject designs due to sequence effects (Rosenthal and Rubin 1980) and

hypothesis guessing (Cook and Campbell 1979).

This research utilizes a fully-crossed 2 x 2 factorial between-

subject design. There are two independent variables: Lateral perceived

environmental uncertainty and Vertical perceived environmental uncer-

tainty. Each of these variables will be dichotomized into high and low

and fully-crossed. There are two dependent variables: conflict and co-

operation. Dependent measures will be administered after agreement has

been reached in negotiation or upon completion of a specified time period.

As stated in Chapter II, it is assumed that conflict and cooperation are

distinct concepts, however the hypotheses suggest that these concepts

will vary inversely. This indicates that a multivariate analysis of

variance is appropriate. Thus, analysis will proceed with a MANOVA, as

well as two separate univariate ANOVAs. A more detailed description of

statistical tests, the laboratory setting, and the data collection proc-

ess will be presented later in this chapter.

CHAPTER III: RESEARCH DESIGN AND METHODOLOGY 98



yegtigag, ßegggived ggvironmegtag, Uncertgigty gnducggog

The vertical environment is conceived as the dyad°s input - output

sectors. Thus, the vertical environment is the formal channel of dis-

tribution. According to Vaile, Grether, and Cox (1952) the formal mar-

keting channel can be conceived of as an input-output "f1ow." By flow,

these authors meant a kind of interorganizetional network as structured

by recurrent transactions. More recent theorists refer to a number of

different kinds of flows: product, negotiation, ownership, information,

and promotion (Kotler 1980; Rosenbloom 1983). If these flows were

superimposed, the tremendous complexity of even simple marketing channels

would become apparent. This sociological complexity makes clear iden-

tification of organizational boundaries a difficult process. The fol-

lowing components of the external environment can be considered a working

definition of the vertical environment (Duncan 1972, p. 315):

1. Suppliers component (input)

a. new materials suppliers
b. equipment suppliers
c. product parts suppliers
d. labor supply

2. Customer component (output)

a. distributers of product or service
b. actual users of product or service

Thus in general, vertical uncertainty is feeling unclear about the con-

sequences of decision making due to perceptions of environmental condi-

tions in the input and output sectors. The vertical perceived

environmental uncertainty manipulation needs to induce a feeling of un-

certainty regarding the vertical environment.
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y Vertical uncertainty has been induced in past literature by manipu-

lating the amount of information bargainers have pertaining to each oth-

er°s profit schedule (Cummings and Harnett 1969; Eliashberg, et al. 1986).

For example, for the high vertical environmental uncertainty induction

bargainers would typically have access to only their own price/quantity

matrix. For the low induction, information contained in both the buyer

and seller matrices would be made available to both members of the dyad.

Given the theoretical context of this dissertation, this manipu-

lation is inappropriate since it produces intradyad uncertainty. In other

words, the uncertainty is not originating in a complex/dynamic environ-

ment external to the dyad. Since the external environment is always de-

fined relative to a focal organization or dyad, this is not

"environmental" uncertainty. In order for there to be a correspondence

between theoretical constructs and empirical indicators, bargainers must

perceive uncertainty to exist external to the dyad, but internal to the

formal channel. Clearly, an alternative to the traditional approach is

needed in this situation.

As stated earlier in this section, the price-quantity matrix will

reflect "costs" rather than profit. Using the matrices in Appendix F,

bargainers will be instructed that their "only motivation during bar-

gaining is to lower costs for yourself." Since there will be a cost as-

scciated with not reaching an agreement, a mixed motive setting has been _

established: bargainers will be negotiating to help themselves, as well

as motivated to find an acceptable agreement.
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For the high vertical uncertainty induction, dyad members read a

scenario describing a complex and dynamic vertical environment. The

scenario was designed to induce uncertainty regarding supply and demand.

From the buyer°s perspective, a demand history characterized by a large

variance (see Figure 6) will induce uncertainty in the output sector (see

Appendix H for a copy of the scenarios). This uncertainty will make it

difficult for the buyer to predict how much will be demanded, and there-

fore how much should be purchased from the seller. If the buyer reacts

to the uncertainty conservatively, they will probably concede in terms

of price. For example, the buyer may begin at $1/10 units, concede to

$2/10 units, concede again to $3/10 units, and finally reach agreement

at $4/30 units. Assuming that, in general, any cost over $305 will

probably be defined as unacceptable (the mean cost of not reaching an

agreement), acceptable points of agreement will probably be the top two

rows.
· “

From the seller°s perspective, a supply history characterized by a

large variance (see Figure 6) will induce uncertainty in the input sector

(note that the seller°s scenario is written such that the amount that they

predict will be supplied will be the amount they have available to sell

to the buyer, see Appendix H for details). Thus, it will be difficult

for the seller to predict how much should be sold. If the seller reacts

to the uncertainty conservatively, they would make concessions in terms

of quantity. For example, the seller may begin at $5/90 units, concede

to $5/70 units, concede again to $5/50 units, and finally reach agreement

at $4/30 units. Assuming again that any cost over $305 will probably be
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l
defined as unacceptable (the mean cost of not reaching an agreement),

potential points of agreement will probably be the last two columns.

Thus, acceptable points of agreement for a dyad negotiating under

high vertical uncertainty would be those points which overlap between the

first two rows and the last two columns. This is given the hypothetical

situation of both dyad members reacting conservatively to the uncertainty

as well as using the $305 cut-off as a upper limit. Since there are only

three alternatives under high vertical uncertainty, coordination will be

more difficult (keeping in mind that bargainers do not have access to the

information in each other°s matrix). Dyad members negotiating in this

type of environment will feel constrained as to what is an acceptable

alternative. Thus, in an effort to buffer their own organization from

the uncertainty, dyad members will be more resistant and less likely to

concede. It could be the case that dyad members will react differently

to the uncertainty. In this situation, bargainers may find themselves

at opposite ends of the matrix. For example if the buyer predicts that

they need to buy 90 units and the seller predicts that they will be sup-

plied 30 units, the high uncertainty will have induced an incompatibility.

This is more likely to happen under conditions of high rather than low

uncertainty. Again, coordination will be more difficult as a result of

the uncertainty.

. For the lgw vertical uncertainty induction, each dyad will read a

W
scenario describing a simple and static vertical environment. The sce-

nario was designed to induce certainty regarding supply and demand. From

the buyers perspective, a demand history characterized by a small variance
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(see Figure 6) will induce certainty in the output sector. Thus, it will

be less difficult for the buyer to predict how much will be demanded and

therefore how much should be purchased from the seller. When the buyer

concedes under conditions of low uncertainty, it can be in terms of price

or quantity. Thus acceptable points of agreement, given the low uncer-

tainty, would be any alternative less than $305 (16 possible alterna-

tives).

From the seller°s perspective, a supply history characterized by a

small variance (see Figure 6) will induce certainty in the input sector.

Thus it will be less difficult for the seller to predict how much will

be supplied and therefore how much should be sold. Here the most at-

tractive agreement for the seller is $5/90 units. When the seller con-

cedes, it can be in terms of price or quantity. Again, acceptable points

of agreement, given the low uncertainty, would be any alternative less

than 305 (16 possible alternatives).

Since eight possible alternatives overlap between the sixteen po-

tential choices for the buyer and seller, coordination will be less dif-

ficult. Dyad members negotiating in this type of environment will feel

less constrained as to what is an acceptable alternative. Since the buyer

and seller share more certain information about the input-output sectors,

decision making is less difficult. This makes coordination easier and

therefore less likely to fail.

This manipulation emphasizes the correspondence between theoretical

constructs and empirical indicators. The simulation constructs a setting

in which uncertainty is perceived to exist in an environment which is
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external to the dyad but internal to the formal channel.

In the high vertical uncertainty condition, boundary-spanners need

to protect their organizations from an uncertain environment. This re-

sults in the bargainers being more resistant, making coordination more

difficult, and therefore more likely to fail. At the same time, chances

are higher that dyad members will adopt incompatible strategies for coping

with the uncertainty.

In the low uncertainty condition, boundary·spanners are making de-

cisions in a certain envirnment. This results in an increased latitude

of acceptable since it is no longer necessary to buffer their organiza-

tions from a turbulent environment.

Lgtegg;.Perce;yed ggyggonmegtag ggcertgigty Induggigg

The lateral environment is conceived as the organizational environ-

ment outside the boundaries of the formal channel. As stated in the last

section, sociological boundaries are often difficult to delineate. The

following components of the external environment can be considered a

working definition of the lateral environment (Duncan 1972, p. 315):

I. Competitor component

a) competitors for suppliers
b) competitors for customers

II. Socio-political component

a) government regulatory control over the industry
b) public political attitude towards industry and its particular

product
c) relationship with trade unions with jurisdiction in the organ-

ization

III. Technological component
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a) meeting new technological requirements of own industry and re-
lated industries in production of product or service

b) improving and developing new products by implementing new tech-
nological advances in the industry

Thus lateral uncertainty is not knowing how the competitive, socio-

political, or technological components of the organizational environment

external to the formal channel will affect the consequences of decision

making.

Before bargaining begins over the price—quantity matrix, dyad mem-

bers will read a short scenario describing the lateral environment. This

scenario focuses on actions taken by hypothetical competitors. In this

context, competitors are defined as other wholesaler - manufacturer com-

binations. The scenario describes a situation in which a competitor

channel will capture additional market share if the buyer-seller dyad is

unable to reach agreement (see Appendix H for a copy of these scenarios).

In other words, if dyad members are unable to reach agreement, the

retailers will have no products to sell, losing therefore a certain amount

of business to a competitor channel. In order to help dyad members

forecast the magnitude of this opportunity cost, nine different firms

belonging to their industry association provide a prediction.

For the high uncertainty induction the scenario describes a complex

and dyanamic lateral environment. The variance therefore characterizing

the industry association predictions is high (see Figure 7). The only

way dyad members can off·set the potential negative consequences of the

competitive environment is to negotiate a balanced exchange. A balanced

exchange minimizes risk for both members of the dyad.
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For the lgw uncertainty induction the scenario describes a simple

and static lateral environment. The variance therefore characterizing

the industry association predictions is low (see Figure 7). A low vari-

ance will enable dyad members to more clearly compare the cost of not

reaching an agreement with the cost associated with an agreement. Given

this information, dyad members will be more certain as to when they should

hold out and bargain for a better alternative. Thus, lower lateral un-

certainty may make the bargainers more resistant and less flexible.

This manipulation emphasizes the correspondence between theoretical

constructs and empirical indictors. The simulation constructs a setting

in which uncertainty is perceived to exist in an environment external to

both the dyad and the formal channel. In the high uncertainty condition,

boundary-spanners need to buffer their interests from a turbulent envi-

ronment. This can be done by increasing the expectation of a balanced

exchange. In the low uncertainty condition, boundary-spanners will be

more certain as to how the lateral environment will affect their cost

structure. This will make them less flexible regarding alternative

agreements. Clearly, if the alternative is not lower than the cost of

not making an agreement, they will negotiate for a better alternative.

§an;gu;at;¤g Check;

There are potential differences between the "objective reality" of

the experimental situation and the "subjective reality" as constructed

by the subjects' interpretation of the situation (Aronson and Carlsmith

1968). For this reason, it is important to check the impact and success
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of an attempted experimental induction. In the context of this simu-

lation, this will involve measuring perceived environmental uncertainty

directly after subjects have analyzed the scenarios.

Researchers measuring perceived environmental uncertainty have used

a variety of pencil and paper techniques such as Likert scales (Duncan

1972; Spekman and Stern 1979; Brown, et al. 1984), bi-polar numerical

rating scales (Leifer and Huber 1977), or semantic differential scales

(Etgar 1977). Most perceptual measures use a version of the Duncan in-

strument. Recall that Duncan (1972) defined uncertainty in terms of three

dimensions (see page 40 of this disseration).

Duncan°s (1972) first dimension was measured with a Likert system

containing six scale items. The following is an example of one item:

"How often do you believe that the information you have about
this factor is adequate for decision making?"

The second dimension was measured similarly and was also composed of six

items of which the following is an example:

"How often do you feel that you are able to tell if the deci-
sions you make will have a positive or negative effect on your
organization's overall performance?"

Response categories for both dimensions consisted of a five-point scale:

(1) never, (2) seldom, (3) occasionally, (4) fairly often, (5) always.

Environmental factors taken into consideration in decision making were

identified by an interview prior to administering the questionnaire

(Duncan 1972). The respondent was asked to answer each question for the

first two dimensions for each factor. An average score was computed for

each question on the basis of the number of factors taken into consider-

ation.
qu
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The third dimension was measured by two components. The first com-

ponent asked respondents to indicate on a scale how sure they were that

certain factors were going to affect the success or failure of their work

group. Duncan used a semantic differential scale with numerical anchors:

Completely Unsure Completely Sure

0 0.1 0.2 0.3 0.4 0.5 0.6 0.7 0.8 0.9 1.0

The assumption here is that even in uncertain situations, the individual

will be able to assign a probability estimate (Duncan 1972). The second

component asked respondents to indicate the range of numbers they were

considering when answering the first. This component measures how con-

fident the respondent was in their initial estimate. A wide spread in-

dicates less confidence. These two components were then combined by the

following formula:

Z = (Y)(1-X)

Where:

Z = ability to assign probabilities

Y = certainty of effects factor

X = range of certainty estimate

The respondent°s total score for this question is then averaged according

to the number of factors taken into consideration. According to Duncan

(1972) all three components represent a general lack of information about

the environment. Thus, the scores of all three dimensions are added to

CHAPTER III: RESEARCH DESIGN AND METHODOLOGY 110



form a total uncertainty score.

Downey, Hellsiegel, and Slocum (1975) investigated specifically the

reliability and validity of the Duncan (1972) perceived environmental

uncertainty measure. According to these authors, because subscale scor-

ing was highly dissimilar, it is inappropriate to sum all three components

of uncertainty without some form of prior standardization. Duncan°s

conceptualization implies that all three subscales should contribute

equally to uncertainty perceptions. However... "scores on the first

subscale can range from a +6 to a +30, while scores on the third subscale

can range form 0 to a +1" (Downey, et al. 1975, p. 615). Consequently,

Downey, et al. (1975) standardize the subscale scores, using sample means

and sample standard deviations, prior to their addition (the ability to

assign probabilities was given a negative weight) to form a total uncer-

tainty score. These researchers found that two of Duncan°s three sub-

scales and his total uncertainty scale met Nunnally°s suggested criterion

for research instruments (r = .50):

ggglg (after standardization) ße;;ab;l;ty C¤efj;g;eg§
Lack of information .59
Lack of effect knowledge .26
Ability to assign probabilities .66
Total scale .67

These reliability coefficients are slightly higher than those found with

the original Duncan instrument. Kopp and Litschert°s (1980) review found ·

that when the Duncan instrument was employed in its original form, reli-

abilities ranged from 0.12 to 0.62. Other modifications of the original

instrument have produced higher reliability coefficients. For example,

if the information, predictability, and confidence subcomponents are
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combined into a composite measure, reliabilities ranged from 0.68
A

(Spekman and Stern 1979) to 0.81 (Sathe 1974). Leifer and Huber (1977)

also used a composite scale, here reliability was not reported but the

factor composition indicated reasonable unidimensionality.

A version of the Duncan instrument was be used in this research to

assess the effectiveness of the vertical and lateral environmental un-

certainty inductions (see Appendix H). The subcomponents of the original

instrument was combined into a composite measure and the construct was

understood theoretically to be unidimensional. The reliability of the

revised scale was assessed by coefficient alpha and the number of distinct

dimensions confirmed by factor analysis (Churchill 1979).

Staggggicgl ßodeg

A convenient way to describe the behavior of a dependent variable

is by providing a linear model. This is an expression or equation which

explains the response of the variable in terms of its component parts

(Lentner and Bishop 1986). The adjective "linear" is used in ANOVA, as

well as in regression models, to indicate that the parameters appear in

the equation in a linear manner (Lentner and Bishop 1986). The elements

of the appropriate model will be useful when setting up the statistical

tests. For a two factor factorial, assuming fixed effects, the linear

model is (Lentner and Bishop 1986; see Figure 8 for a graphic represen·

tation of the statistical model):

Yijk= u + ¤i+ 8j+ (aß)ij+ sijk
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where:

Yijk = dependent measure.

u = overall mean value of conflict or cooperation.

a = u - u = effect due to the 1th level of vertical environ-1 1.
mental uncertainty

Bj = u - u = effect due to the jth level of lateral environ-
mental°Lncertainty.

(aß)ij= u - u - u + u = component to measure the interaction resulting
wmkn 6he 169 level of vertical environmental uncertainty and jth
level of lateral environmental uncertainty are combined.

sijk = random component explaining all extraneous variation of (1,
j, k)-th observation.

Here, uij denotes the mean in the (1,j)th cell, and ui and u j denote '

marginal means. Thus, u land u zrepresent the main effect of lateral

environmental uncertainty; and ul , vz represent the main effect of ver-

tical environmental uncertainty. The interaction component (¤B)ij,

measures the discrepancy in the (i,j)th cell over and above the amount

contributed by the sum of the two main effects (Lentner and Bishop 1986).

The assumptions of this model are as follows:

(1) u is a fixed constant, common to all observations.

(2) The cijk are normally and independently distributed with mean

zero and variance os for all populations (treatment groups).

(3) In the fixed effects model:
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E
¤i= 0

§ ßj= 0

'i (¤ß)ij= 0 § (¤ß)ij= 0 _

Qggegdegg yjgasuge;

This section outlines the development of a content valid and reliable

measure for conflict and cooperation. Measurement of conflict depends

upon the conflict state, dimension, and method used in the research. One

problem with operationalizing Pondy's conflict states is that separating

them is a very difficult task (Schmidt and Kochan 1972). For example,

constructing a measure that can differentiate between a cognitive state

(perceived conflict) and an affective state (felt conflict) may be prob-

lematic. Clearly, if a measure for felt conflict was based on self re-

ports or perceptions of a bargaining partner, it would also be capturing

part of the domain of perceived conflict.

Instruments used to measure felt or perceived conflict consist of a

variety of pencil and paper techniques. By far the most popular approach

is the Likert system (Pruden 1969; Rosenberg and Stern 1971; Foster and

Shuptrine 1974; Lusch 1976; Brown and Frazier 1978; Brown and Day 1981;

Eliashberg and Michie 1984). Stapel scales have also been used (Pearson

1973), as well as semantic differentials (Stern, Sternthal, and Craig

1973). Lusch (1976) notes that manifest conflict usually takes the form
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of written exchanges. Thus, when a written record of dyadic interaction

is available, the researcher can measure manifest conflict by content

analysis. The most popular content analytic systems are Bales (1976)

schema or Angelmar and Stern°s (1978) system.

The process of scale construction includes: reviewing the conceptual

definitions, generating a sample of relevant items, then discussing plans

for purifying the measures. Recall from chapter two that perception of

goal incompatibility is a necessary precondition for either conflict or

competition (Schmidt and Kochan 1972). The difference between competi-

tion and conflict is in the realm of interference, or blocking activities

(Seiler 1963). "Thus, competition is independent, parallel striving to-

ward a goal or object, while conflict is behavior typified by mutual in-

terference" (Stern, Sternthal, and Craig 1973, p. 169). Other important

elements of conflict include "antagonistic interaction" (Fink 1968, p.

456) and "tension between two or more social entities" (Raven and

Kruglanski 1970, p. 70). Thus, incompatible interests (latent conflict),

mutual perceived interference (perceived conflict), and antagonistic

interaction or tension (felt conflict) are important elements specifying

the domain of this construct. Scale items need to be written which tap

the core of this general domain.

Also recall from chapter two that Childers and Ruekert (1982, p. 117)

define cooperation as the "expectation of a balanced exchange of the re-

sources required to achieve both intraorganizational and interorganiza-

tional goals through joint action among two or more actors." Thus, if

bargainers are willing to coordinate their behavior in such a way as to
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find that agreement which maximizes joint return, as well as provide for

a satisfactory individual return, they are cooperating. Here scale items

need to be written which measure the degree to which bargainers are acting

jointly to further the interests of both parties.

Stern, Sternthal, and Craig (1973) measured perception of conflict

by asking subjects to rate the "other firm" on 23 bipolar adjectives using

a 7-point semantic differential scale. The content of this scale is

relevant for this research since these items were constructed to measure

conflict resulting from bargaining over a mixed-motive price/quantity

matrix. The Stern, Sternthal, and Craig (1973) scale will be used as a

frame of reference in the construction of the scales to be used in this

experiment. Since these authors were assuming the continuum view of

conflict and cooperation, bipolar adjectives were appropriate. Recall

that this research assumes that most interorganlzational situations are

characterized by the simultaneous presence of cooperation and conflict.

Thus, these concepts are assumed to be distinct. The structure of the

scales for this research took the "distinct concepts" assumption into

account. In other words, it needs to be possible for subjects to score

the negotiation session as both highly conflictual and highly cooper-

ative. This was accomplished by constructing two separate multi-item

scales using a 5-point Likert system. See Appendix H, dependent measures,

for a copy of the conflict and cooperation scales. Items 1, 2, 4, 5, 8,

ll, 12, 15, and 17 measure conflict; and items 3, 6, 7, 9, 10, 13, 14,

16, and 18 measure cooperation. Of those items measuring conflict: 1,

2, and 4 measure perceived interference (perceived conflict); 5, 8, and
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11 measure incompatible interests (latent conflict); and 12, 15, and 17

measure feelings of antagonism or tension (felt conflict).

Since the conflict and cooperation scales constructed for this re-

search have not been used previously, the reliability of these measures

needs to be assessed. The recommended measure of the internal consistency

of a set of items is the coefficient alpha (Churchill 1979; Peter 1979).

If coefficient alpha is high, all of the items are intercorrelated and

are therefore tapping the same construct. Low interitem correlations

indicate that some items are not drawn from the appropriate domain and

are therefore producing error. If alpha is low, the researcher should

calculate the correlation of each item with the total score (Churchill

1979). Items with low correlations should be eliminated, then coefficient

alpha should be recalculated. This iterative process should continue

until a satisfactory coefficient is achieved,

After a satisfactory coefficient alpha is achieved, factor analysis

can be used to confirm whether the number of dimensions conceptualized

can be verified empirically (Churchill 1979). If the conflict scale loads

on three factors corresponding to Pondy°s (1967) conceptualization, these

dimensions can be used as separate dependent variables in the analysis.

If the results of hypothesis testing indicate no difference between these

dimensions, then the scale measuring overall perceived affective conflict

will be used. The cooperation scale is conceptualized as unidimensional.

Content analysis was also used to measure the amount of conflict and

cooperation in each treatment. This method measured the dependent vari-

ables by counting the number of conflictual and cooperative messages sent
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during negotiations. All memos were first interpreted by the researcher,

then categorized. Categories were then grouped as conflictual or coop-

erative.

Angelmar and Stern (1978) developed an appropriate set of categories

from Bonoma and Rosenberg°s (1974) social influence perspective. These

I

categories were constructed for a mixed—motive bargaining context. They

are: promises, threats, recommendations, warnings, rewards, punishments,

positive normative appeals, negative normative appeals, commitments,

self-disclosures, questions, and commands (see Appendix G for operational

definitions of these categories). For example, the message "Your last

offer of 60,000 units at $3.74 will mean a loss to us" would be placed

in the self-disclosure category. The message "Give me a lower price."
~

would be categorized as a command.

The process of categorization was dependent upon the interpretation

of the coders. For instance the command "Give me a lower price," could

imply "or else you will lose," indicating that the warning or threat

categories could also be appropriate. For this reason, coders should

concentrate on the explicit meaning of messages (Tedeschi 1970). After

all interfirm messages have been categorized, the categories were labeled

conflictual or cooperative:

ctu 6
eThreats Promises
Warnings Recommendations
Punishments Rewards
Negative Normative Positive Normative

Appeals Appeals
Commands Self-Disclosures

-_ Questions
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In an effort to assess the reliability of the categorization process, two

coders were used. Reliability was computed in terms of the percentage

of codings on which both coders agree for each category. If the coders

disagree on the specific category (e.g. coder 1 interprets the message

as a "threat" while coder 2 interprets the same message as a "warning")

but agree on whether the message is conflictual or cooperative, this

disagreement will not be resolved. However, if the coders disagree on

whether the message is conflictual or cooperative, this disagreement will

be resolved through discussion. The categories should therefore serve

as guidelines, helping the coders to determine whether or not the specific

unit was conflictual or cooperative.

It is assumed that each message is given equal weight with every

other message, this implies a nominal scale. As discussed in the next

section, these frequencies were used to retest the hypotheses via the

statistical test for comparing two binomial proportions.

Addiggogal Degegdent ßeasures, Several other variables were measured

after bargaining along with conflict and cooperation. These include: role

(buyer/seller), was agreement reached, outcome perception, motivational

orientation, degree of risk-taking, competitiveness by nature, trusting

by nature, locus of control, tolerance to ambiguity, and sex of the sub-

ject. These variables can then be used as covariates later when analyzing

potential confounds.

Covariates are typically included to remove extraneous influences

from the dependent variables. The ideal covariate is that extraneous
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variable which is highly correlated with the dependent variables but not

correlated with the independent variables (Hair, Anderson, and Tatham

1987). This procedure helps to realize the aim of theory testing since

it increases measurement precision.

Iests Of ßygotneseg

The research hypotheses were tested by two procedures: 1) analysis

of variance and multiple comparisons, and 2) comparing two binomial pro-

portions. This section will first discuss specific tests in terms of the

linear model presented earlier (refer back to page 113). Then procedures

for retesting the hypotheses by comparing frequencies obtained from the

content analysis will be outlined.

The fj;;;_hygg;hg;i; states that the higher the level of lateral V

environmental uncertainty, as perceived by the focal dyad, the higher the

level of perceived cooperation. Graphically, this hypothesis looks like:

Cooperation

(Summing over Vertical
Uncertainty Conditions)

L°" (B1) High (B2)

Lateral Uncertainty (Bj)
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Here the factor effects are additive, thus the first test was for inter-

action in the 2 x 2 design with cooperation as the dependent variable.

Test for interaction:

Ho: (aß)ij = 0

Ha: (aß)ij = 0

If the alternative hypothesis is accepted indicating that there is no

interaction, then test for lateral uncertainty main effect:

H1‘ “.1<
".2

If there is interaction, simple effects tests should be done for each

group separately, where group A is low vertical uncertainty and group B

is high vertical uncertainty.

HIA: u11< V12

HIB: "21< u22
The 5gggnd_hypg;hg513 states that the higher the level of lateral

environmental uncertainty, as perceived by the focal dyad, the lower the

level of perceived conflict. Graphically:
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Conflict

(Summing Over Vertical

Uncertainty Conditions)

L°w (B1) High (B2)

Lateral Uncertainty (Bj)

Here the factor effects are again additive making the first test one for

interaction in the 2 x 2 design with conflict as the dependent variable.

Test for interaction:

Ho: (¤B)ij = 0

Ha: (¤B)ij = 0

If there is no interaction, then test for lateral uncertainty main effect:

**2’ **.1) **.2
If there is interaction, do simple effects tests for each group sepa- —

rately:

**2A’
**11) **12

**21:* **21) **22
The ;hj;g_hypg;hg;;5 states that the higher the level of vertical

environmental uncertainty, as perceived by the focal dyad, the lower the

level of perceived cooperation. Graphically:**
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Cooperation

(Summing Over Lateral

Uncertainty Conditions)

L°W (°1) High (az)

Vertical Uncertainty (aj)

Since the test for interaction in the 2 x 2 design with cooperation as

the dependent variable has already been performed, this was not repeated.

If there is no interaction, then test for vertical uncertainty main ef-

fect:

**2* **1.> **2.
*If there is interaction, do simple effects tests for each group sepa-

rately:

**2A’ **11) **21
**sß’ **12> **22

The fgg;;h_hypg;hgs1; states that the higher the level of vertical

environmental uncertainty, as perceived by the focal dyad, the higher the

level of perceived conflict. Graphicallyz
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Conflict

(Summing Over Lateral

Uncertainty Conditions)

L°w (°1) High (az)

Vertical Uncertainty (ai)

The test for interaction with conflict as the dependent variable has al-

ready been performed. If there is no interaction, test for vertical un-

certainty main effect:

**4* *‘1.< **2.
If there is interaction, do simple effects tests for each group:

**411* *’*ll< **21

**61;* **12< **22
Hygg;hg;i5_jjyg states that if both lateral and vertical environ-

mental uncertainty were perceived by the focal dyad to be: _

(a) high, then perceived conflict will be high, but not as high as

the high vertical/low lateral condition.
C

(b) low, then perceived conflict will be low, but not as low as the

high lateral/low vertical condition.
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Conflict u Low Lateral Uncertainty21 (61)
**11

uzz High Lateral Uncertainty
(B2)

**12

L°W (°1) High (az)

Vertical Uncertainty (ai)

Hypothesis S(a) states that u22< uzland that uzz > ulzand u11._ This im-

plies the following ranking when conflict is the dependent variable (from

low to high):

**12 **11 **22 **21
If the observed ranking equals the hypothesized ranking, multiple range

procedures (LSD and Tukey°s) should be used to test whether or not there

is a significant difference between thse means. Hypothesis 5(b) states

that vll > ulz and that ull < uzz and uzl (same ranking as above).

The ;j;;h_hygg;hg;i; states that if both lateral and vertical envi-

ronmental uncertainty were perceived by the focal dyad to be:

(a) high, then perceived cooperation will be low, but not as low as

the high vertical/low lateral condition.

(b) low, then perceived cooperation will be high, but not as high

as the high lateral/low vertical condition.

Graphicallyz
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Cooperation plz

pzz High Lateral Uncertainty
(B2)

pzl Low Lateral Uncertainty
(B1)

L°" (“1)
High (az)

Vertical Uncertainty (aj)

Hypothesis 6(a) states that pzz > pzland p22 < plland plz. This implies

the following ranking when cooperation is the dependent variable (from

low to high):

**21 **22 **11 **12
Hypothesis 6(b) states that pll < plz and pll > pzl and p22 (same rank-

ing). Again, multiple range procedures should be used to test whether

or not there is a significant difference between these means.

These six hypotheses were retested using the frequencies obtained

from the content analysis procedure. The appropriate test here is the

statistical test for comparing two binomial proportions. Inferences

about two binomial proportions are usually phrased in terms of their

difference. The sampling distribution was approximated by a normal dis-

tribution with mean and standard error given by (Ott 1984):
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u _ = n - nnl nz 1 2

on -“ = n1(1-nl) + n2(1-nz)
1 2 —·—————·— ——-——--

nl nz

where;

nl = population proportion

nl = sample proportion

nl = sample size for first population

nz = sample size for second population

The normal approximation to the distribution of nl- nz is appropriate if
A

both n n and n(1-n) are 5 or more for each population (Ott 1984, p. 194).

The §1;§;_hypg;hg;1s can be tested with the following data:

Cooperative Messages

low Y n
Lateral 1 1

high Y2 nz

where:

Y1 = total number of cooperative messages sent in the low lat-
eral uncertainty conditions (summing over vertical).

Y2 = total number of cooperative messages sent in the high
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lateral uncertainty conditions (summing over vertical).

nl = total number of messages sent in the low lateral uncer-
tainty conditions.

nz = total number of messages sent in the high lateral uncer-
tainty conditions. .

”
To obtain sample proportions:

Y1 = nl YZ = nz

**1 **2
The statistical test was constructed as follows:

H0: nl - nz = 0

H1: nl - nz < 0

Test Statistic: z = nl
-

“2

s

Where:

s = n (1-n) 1 + 1

**1 **2

n = Y1 + Y2
nl + nz

Decision: Reject H0 if Z < -Za

The was tested with the same procedure, based on

the following data:
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Conflictual Messages

low Y n
Lateral 1 1

high Y2 nz

H0: nl - n2= 0

H2: nl - w2> 0

The ;hj;g_hygg;hg§i3 was tested with the same procedure, based on

the following data:

Cooperative Messages

low Y n
Vertical 1 1

high Y2 nz

HO: nl - n2= 0

H3: ul - u2> 0

The fgg;;h_hypg;hg;is was tested with the same procedure based on

the following data:

Conflictual Messages

low Y1 nl
Vertical

high Y2 nz
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H0: nl - n2= 0

H4: nl · nz < 0

was tested with two separate binomial comparisons:

Conflictual Messages

High/High Y1 nl
Cell

High Vertical/Low Lateral YZ nz

H0: nl - n2= 0

HS(a)1: "1 ' “2 <
°

Conflictual Messages

High/High Y1 nl
Condition

Low Vertical YZ nz

Ho: nl — ¤2= 0

HS(a)2: "1 ' “2>
°

Hypg;hg;i;_§Lhl was also tested with two separate binomial compar-

isons:
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Conflictual Messages _

Low/Low Y1 nl
Cell

High Lateral/Low Vertical Y2 nz

H0: nl - n2= 0

H5(b)1: "1 ' “2’ 0

Conflictual Messages

Low/Low' Y1 nl
Condition

High Vertical YZ nz

H0: nl · n2= 0

HS(b)2: "1 ° “2‘
°

Using the same procedure that was used for hypothesis five, hygggh;

gsi; §§g1 was tested with two separate binomial comparisons:

Cooperative Messages

High/High Y1 nl
Cell

High Vertical/Low Lateral Y2 nz

H0: nl - n2= 0
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H6(a)1: "1 ' “2’
°

Cooperative Messages

High/High Y1 nl
Condition

Low Vertical Y2 nz

H0: 111 - 112 = 0

H6(a)2: "1 "
"2‘

°

Lastly, was tested with two binomial comparisons:

Cooperative Messages

Low/Low Y1 nl
Cell

High Lateral/Low Vertical Y2 nz

H0: nl - n2= 0

"1 ' "2< 0

Cooperative Messages

Low/Low Y1 nl
Condition

High Vertical Y2 nz
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H0: nl - n2= 0

H6(b)2: "1 ' “2>
°

This concludes the tests of hypotheses section. Hypotheses were

tested via analysis of variance using the cooperation and conflict scales.

As a confirmation procedure, hypotheses were re—tested using the written

record of the negotiation process. Attention now turns to a more detailed

discussion of the data collection plan.

DATA COLLECIION ELAN

_ The data collection process for this research began with preliminary

tests. The objectives motivating these tests included: a) assessing the

subjects understanding of and involvement in the simulation; b) checking

their motivational orientation; c) establishing the strength of the ma-

nipulations; and d) evaluating the reliability of the lateral, vertical,

conflict, and cooperation scales. Pre-testing provided the researcher

with the opportunity to adjust the instruments in meaningful ways before

the actual experiment began. This ensured a more sensitive and valid test

of the hypotheses. Pre·testing was accomplished in phases until the re-

sults indicated that the instruments provided a reasonable test of the

hypotheses.

The actual simulation was administered over a two week period in

15-20 sessions. Approximately 12 subjects were administered the simu-
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lation per session. A chronological summary of the simulation is as

follows:

1) Qggggggggggg Subjects were randomly assigned to a dyad as a buyer

or seller as they arrived at the research setting. By way of introduc-

tion, the experimenter delivered a short lecture over the simulation

process and instructions.

2) After the orientation, subjects

read a one page cover letter introducing the research. Following this,

the simulation began with participants reading the initial instructions.

3) Subjects participated in a short warm-up

exercise designed to teach them about the bargaining process. This in-

volved bargaining with a simplified version of the price-quantity tables

and exchanging messages via an interorganizational memo pad.

4) Eugtneg gggtgucgiogsz After the warm-up, subjects read addi-

tional instructions explaining the importance of reading carefully and

analyzing the scenario. These instructions reiterated important points

such as motivational orientation and the organizational context.

5) [he §cegag1gg: Each subject read and analyzed a two page scenario

which discussed important economic and social factors. Included with this

was a copy of their price - quantity table.

6) uagigulgtiog Chgck: Subjects completed the perceived environ-

mental uncertainty measures after they analyzed their scenario. This is

a questionnaire involving 12 items (6 items pertaining to social factors

and 6 items pertaining to economic factors).

7) Baggagniggt After subjects finished analyzing their scenarios,
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bargaining began. Bargaining continued until agreement was reached or

until the 20 minute time limit elapsed.

8) Subjects filled out the questionnaire con-

sisting of the dependent measures immediately following the negotiation

process.
I

9) Qgggjgfiggg After the dependent measures were completed, the

experimenter informally asked the subjects a number of questions regard-

ing the experiment. It was important to find out if the subjects took

the experiment seriously, understood the scenarios, and generally par-

ticipated in good faith. Subjects also had an opportunity to ask the

experimenter questions. The debriefing session was concluded by thanking

the subjects for their participation. Total amount of time for the ex-

periment: 1 1/2 hours. ·

SECTION CONCLU$;0!§
U

‘

The purpose of this section was to discuss how a dyadic negotiation

simulation was used to empirically test the research hypotheses. Impor-

tant decisions were made regarding the organizatinal context, type of

dyad, subjects, experimental task, exchange of information, and exper-

imental design. Included in the discussion over the experimental design

were procedures for inducing lateral and vertical perceived environmental

uncertainty, manipulation checks, the statistical model, dependent meas-

ures, and tests of hypotheses.

Decisions were made on the basis of developing a sensitive test of
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the theory, as well as the normative boundaries of the political economy

tradition (e.g. "dyad" should be the unit of analysis). Practical con-

siderations were also taken into account in the decision making process.

Relevant literature was included where appropriate illustrating how a

dyadic negotiation simulation has been used in the past to evaluate the- ·

ory. This literature was used as a point of departure or a frame of

reference in constructing the present experiment.

CHAPIEQ SUMMAß1

The purpose of this chapter was to design an experiment which could

empirically test the research hypotheses. The chapter as a whole was

divided into three fundamental sections: a) methods used to evaluate

channel theories, b) types of organizational experiments, and c) exper- ·

imental procedures.

The first section reviewed the research methods that have been used

in the empirical study of marketing channels. These include the case

study, sample survey, and experimental method. An important point of this

section was that selection of a method for empirical testing involves

matching strengths of the method with the aims of the researcher. Since

the aim of this research is theory testing, the method that was selected

was the organizatinal experiment.

The first purpose of the second section was to review the different

types of organizational experiments. These include free simulations,

parasimulations, and dyadic negotiations. The second purpose of this
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section was to justify the use of a dyadic negotiation simulation. This

justification focused on the need to develop a sensitive test of the

nomological network as well as to stay within the normative boundaries

of the research tradition.

The third section outlined how a dyadic negotiation simulation was

used to empirically test the research hypotheses. This involved getting

into the specifics of the experimental procedures. Relevant literature

was included where appropriate illustrating how a dyadic negotiation

simulation has been used in the past to evaluate theory. This section

concluded by discussing the data collection plan. The next chapter fo-

cuses on data analysis and simulation results.
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' CEAPTEE IV: gESUL1§ AED ANAL!$§§

LEIEODUCTIOE

The purpose of this chapter is to interpret the results obtained from

the dyadic negotiation simulation. After a brief discussion of the sam-

pling procedure, the chapter is organized in terms of three broad topics:

pre-testing results, simulation results, and a concluding discussion.

Preliminary testing is discussed in terms of two phases. In each

phase the objectives are presented, problems revealed by the pre-test are

described, and any ensuing changes in experimental procedures are noted.

Analysis and interpretation of the simulation results provides the

thrust of the chapter. This section is organized in terms of: the em-

pirical attributes of the measurement scales, the strength of the manip-

ulations, descriptive statistics, the results of hypothesis testing, and

the analysis of potential confounds. The concluding discussion focuses

on interpretation of the results relative to the directly relevant lit-

erature as presented in chapter two.

SAMPLING PROC§DUR§

A total of 272 upper division business students from Virginia

Polytechnic Institute and State University volunteered to participate in

the experimental simulation. Of these students, l2 participated in the
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first pre-test, 52 in the second, and 208 participated in the actual ex-

periment.

The simulation took approximately 1 1/2 hours to complete and all

students received 3 points extra credit for participating. Since the

simulation took place during the evening, outside of class time, the three

points extra credit served as an incentive needed to increase attendance.

The simulation was administrated to small groups of approximately 12

subjects apiece. Subjects were randomly assigned to a dyad as a buyer

or seller as they arrived at the research setting. Pre-testing was com-

pleted over winter quarter 1987. The first pre-test was administered in

a single session. The second pre-test was administered over a 1 week

period in 5 sessions. The actual simulation was administered over a two

week period during spring quarter 1987 in 16 sessions.

ERELIQINABITESIING£ßAS§

0§§

The objectives of the first pre-test were to: a) assess the sub-

ject°s understanding of the simulation instructions and scenarios; b)

assess the subjects interest and lnvolvement in the simulation; c) check

their motivational orientation; and d) develop an initial understanding

as to the strength of the uncertainty manipulation. Based on the results

of this pre-test, a number of potential problems were isolated. These
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concerns led to significant changes in the experimental materials and

task.

Level of understanding, interest, and involvement were evaluated by

self-reports as well as through discussions during the debriefing phase

of the simulation. Table 1 summarizes the subjects evaluation of their

understanding, interest, and involvement. Note that the means are rela-

tively high. Table 2 presents the means after averaging over the seven

items and controlling for role. This is appropriate since the internal

consistency of the items is high (coefficient alpha = .75; N = 12). On

the basis of this information, understanding, interest, and involvement

did not seem to be a potential problem.

Information obtained during the debriefing phase of the simulation

was somewhat more revealing. The participants were very interested and

involved in the social interaction required during the experimental task.

However, they seemed less interested in the reading of the instructions

and scenarios before bargaining. It was suggested during debriefing that

the simulation might be more stimulating if the scenarios were less

technical and more real; for example, if the subjects could represent

actual companies and exchange a fictitious product.

The instructions of the simulation were written to induce an

"individualistic" motivational orientation. As a check, a single item

on the dependent measures asked participants if they bargained to lower

costs only for themselves or if they bargained to lower costs for both

themselves and their bargaining partner. Table 3 suggests that the in-

structions failed to induce an individualistic motivational orientation.
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TABLE 1

Means and Standard Deviations For Items Mensurlng Understanding, Inter-
est, and Involvement (Pre-test l) (N = 12)a

E

ITEM Henn S . D.

Understanding of Instructions 7.92 1. 24

» Understanding of Scenarios 7.67 1.07

Interest 8.08 0.67

Stimulated 7.75 1.36

Involvement 7.16 1.47

Seriousness 8.00 1.13

Valuable Experience 7.92 0.99

aßipolar scale with 9 anchors, 1 = low, 9 = high
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TABLE 2

General Understanding-Interest-Involvement: Measnre By Role (Pre-test l)a

ROLE N MEAN S.D.

Buyer 6 7.71 1.00

Seller 6 7.85 0.40

Overall 12 7.78 0.73

aßipolar scale wich 9 anchors, 1 = low, 9 = hi.gh
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TABLE 3

Motivational Orientation (Pre-test
1)a

ROLE N MEAN S.D.

Buyer 6 5.33 3.72

Seller 6 5.00 2.82

Overall 12 5.16 _ 3.15

aßipolar scale with 9 anchors, 1 = cooperntive statements, 9 =
individualistic statements
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Not only was the mean too low but the standard deviation was way too high

(the range on this item was 1-9; N = 12). Thus, it seemed that nearly

every subject had a different motivational orientation.

With small samples, it is difficult to assess the strength of the

manipulations. It is possible however to get an initial feel for how the

inductions are being perceived by the subjects. The information in Table
e

4 suggests that at this early stage, the vertical induction was more

successful at inducing low and high uncertainty than was the lateral in-

duction. During debriefing it became clear that the mean cost of loosing

an opportunity was too high(E'=44m relative to the other numbers in the

price-quantity matrices. Thus participants tended to be less concerned

about this dispersion.

These results highlight three potential problems. First, there was

a lack of interest and involvement in reading the simulation instructions

and scenario°s. Second, the instructions failed to induce a uniform,

individualistic motivational orientation across treatments. Third, the

lateral uncertainty induction was working although it seemed weak rela-

tive to the vertical induction.

A number of changes were made in the experimental materials which

were designed to remedy the above problems. First, mundane realism was

written into the simulation scenarios. It was hoped that if participants

perceived themselves to be representing the interests of a real company,

and bargaining to exchange a real product, interest and involvement would

increase. Increasing mundane realism is also compatible with the aims

of theory testing since all subjects are now imputting a similar context
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TABLE 4 '
Manipulation Check: nDifferences Between Low and High Uncertainty In·
ductions (Pre-test 1) _

UNCERTAINTY SOURCE LOW HIGH

Lateral 3.3S b $.05
(1.46) (1.19)

Vertical 2.88 6.44
(1.26) (0.79)

aLikert System with 8 anchors, 1 = low, 8 = high (N=12)

hStandard deviations

CHAPTER IV: RESULTS AND ANALYSES 146



(this should serve to decrease error variance).

The second problem was dealt with by making three changes. First,

subjects were reminded of their motivational orientation by a printed

statement positioned directly underneath their price - quantity tables.

Second, subjects were told to assume an individualistic motivational

orientation during the verbal introduction to the simulation. Third, a

scale of three items was added to the dependent measures, now a more re-

liable measure of motivational orientation was possible.

In order to deal with the third problem it was decided that the mean

cost of loosing an opportunity should be lowered from 440 to 305. In

addition, the difference between the variance surrounding this mean for

the high and low conditions was increased.

Other changes that were made after the first pre-test included re-

writing the seller°s vertical uncertainty scenario in order to increase

the correspondence between the theoretical construct and its

operationalization. Also, the Likert system used to measure the dependent

variables was changed from an eight anchor scale to a five (it was decided

that a five anchor scale could capture differences just as well as an

eight plus have the advantage of being less ambiguous). With these

changes made, a second pre-test was now needed, except this time with a

larger sample.
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The objectives of the second pre-test were to: a) reassess the sub-

jects' understanding of and involvement in the simulation; b) recheck

their motivatioual orientation; c) establish the strength of the manipu-

lations; and d) evaluate the reliability of the lateral, vertical, con-

flict, and cooperation scales. The following results are based on a

sample of 52.

Table 5 summarizes the subject°s self-reports of their understand-

ing, interest, and involvement in the second pre-test. Note that again

the means are quite high. Information obtained during the debriefing

phase of the simulation revealed that subjects were more interested and

involved in the scenarios. Enriching the simulation materials with more

realistic descriptions served to stimulate and enliven the participants.

Motivational orientation was now measured with a three item scale

rather than a single item (coefficient alpha = .84). The information

presented in Table 6 suggests that the changes made after the first pre-

test were successful. The overall mean increased from 5.16 to 6.29 and

the standard deviation decreased from 3.15 to 1.95.7 Since any value over

5.00 can be considered an individualistic motivational orientation, it

was decided that this level was sufficient.

Table 7 presents the results of the manipulation check. There is a

7 Since error variance decreases exponentially as N increases, the
smaller S.D. may have been a function of the larger sample rather than
a sign that subjects tended to be motivated similarly.
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TABLE S

General Understanding-Interest·Inv0lvement Measure By Role (Pre-test 2)a

ROLE - N MEAN S.D.

Buyer 26 8. 06 O. 73

Seller 26 7.8l• 0.83

Overall 52 7.95 0.78

aßipolar scale with 9 anchors, 1 = low, 9 = high
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TABLE 6

Motivational Orientation (Pre·test 2)a

ROLE N MEAN S.D.

Buyer 26 6.77 1.91

Seller 26 $.80 2.00

Overall S2 6.29 1.95

aßipolar scale with 9 anchors, 1 = cooperative statements, 9 =
lndividualistic statements
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significant difference in the subject°s perceptions of low versus high

uncertainty for both the lateral and vertical environments. Even though

the ratio of high to low variances for the lateral induction is larger

than for the vertical induction, the vertical induction was still more’

successful.' The next step in assessing the strength of the manipulations

is to aggregate lateral perceptions with vertical perceptions for each

respondent. This provides a measure of the general perceived environ-

mental uncertainty for each subject. This data can then be used as a

continuous dependent variable in a ANOVA model. If the manipulations are

working, both main effects should be highly significant, and the inter-

‘action should be nonsignificant. Table 8 presents the F-value and sig-

nificance level for the main effects and the interaction. Note that again

the vertical induction is slightly stronger than the lateral. Based on

this information, it was decided that both the vertical and lateral in-

ductions were similar enough in magnitude, and strong enough, to provide

a test of the hypotheses.

Even if the manipulations are strong, scales for the dependent var-

iables characterized by low reliability cannot be depended upon to sense

differences or changes. This is because unreliability inflates standard

' Vertical Induction:

Variance from high scenario = QELZQE = 20_42
Variance from low scenario 1.949

Lateral Induction:

Variance from high scenario = 72.284 = 26_40
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TABLE 7

Manipulation Check: aßifferences Between Low and High Uncertainty In-
ductions (Pre·test 2) p

·
SOURCE N LOW HIGH t-score

Lateral S2 2.31 b 3.19 6.33
(.56) (.&5) (P<.001)c

Vertical S2 2.08 3.8h 15.39
(.27) (.&1) (P<.001)

aLikert system with S anchors, 1 = low, 5 = high

bStandard deviations

cProbabi1ity of a Type I error
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TABLE 8

Manipulation Check: ANOVA Table (pre·test 2) (N=52)

SOURCE Df F·VALUE P•VALUEa

Lateral 1 3.65 0.0006

Vertical 1 7.54 0.0001

Interaction 1 0.39 0.2357

aProbabiIlty of a Type I error
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errors of estimates and these play a crucial role in inferring differences

(Cook and Campbell 1979). The recommended measure of reliability

(internal consistency) is coefficient alpha (Churchill 1979; Peter 1979).

The required value of alpha depends on the purpose of the research. Ac-

_ cording to Nunnally (1967), for early stages of basic research in the

social sciences, reliabilities of .50 to .60 are acceptable. When the

subcomponents of Duncan°s (1972) uncertainty scale are combined into a

composite measure, reliabilities have ranged from 0.68 (Spekman and Stern

1979) to 0.81 (Sathe 1974). Recent measures of reliability for conflict

and cooperation scales have ranged from .86 (Dant 1985) to .90 (Dilts

1985). Clearly, reliabilities for this research should be well above

Nunnally°s suggested criteria. Table 9 presents coefficient alphas for

the lateral, vertical, conflict, and cooperation scales. Note that these

are well within the ranges of existing research streams.

The changes that were made after the first pre-test resolved the

important problems highlighted in phase one. Given that the manipulations

were strong and the scales reliable, sufficient statistical power should

enable the research design to sense relationships, should they exist.

On the basis of the above information, the decision was made to conduct

the actual experimental simulation.

CHAPTER IV: RESUDTS AND ANALYSES 154



TABLE 9

Reliability of Uncertalnty Source and Dominant Sentiments Scales (Pre-
test 2) (N=S2) _

SCALE COEFFICIENT ALPHA

A. Critical Source of Uncertainty
(manipulation check):

1. Lateral (6 items) .86
2. Vertical (6 items) .93

B. Dominant Sentiments
(dependent variables): ‘

1. Conflict (9 items) .84 —
2. Cooperation (9 items) .87
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A DXADIC NEGOTIAIION SIMULATION: ßESULI§ AND ANAL!$§S

This section is organized in terms of: the empirical attributes of

the measurement scales, the strength of the manipulations, descriptive

statistics, the results of hypothesis testing, and the analysis of po-

tential confounds. The first section consists of reliability analysis

for all measures, the confirmation of the uni- or multidimensionality of

the vertical, lateral, conflict, and cooperation scales, and the subse-

quent calculation of reliability for any conceptually relevant dimen-

sions.As

stated earlier, 208 subjects participated in the actual simu-

lation. All subjects were volunteers and were currently enrolled in an

upper division business course. Since the simulation was administered

to small groups, all subjects were closely monitored. This resulted in

208 usable questionnaires. The following results are thus based on a

final N of 208.

EMEIQICAL AITR;BUT§$ OE M§ASUg§MENI §CAL§§

Table 10 presents coefficient alpha for the source of perceived en-

vironmental uncertainty measures, the dominant sentiment measures, and

measures of other variables which will be referred to later. Note that

all coefficients are within the acceptable range. The only possible ex-

ception is the tolerance to ambiguity scale. If the first item of this

scale was removed, coefficient alpha increased to .70. Thus, only the
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TABLE 10

Coefficient Alpha for Measurement Scales (N=208)

SCALE COEFFICIENT ALPHA

A. Source of Perceived
Environmental Uncertainty:

1. Lateral (6 items) .81 .
2. Vertical (6 items) .91

B. Dominant Sentlments

1. Conflict (9 items) .88
2. Cooperation (9 items) .90

C. Other Variablesz Y
1. Interest (7 items) ‘ .86
2. Motivatlonal Orientation (3 items) .89
3. Tolerance to Ambigulty (A items) .67 (.70)
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last three items will be used as a measure of this variable.

Estabgishing the Uggdimensiogality og
The gnvggonmegtag Ugcertginty scales

The unidimensionality of the lateral and vertical uncertainty scales

is important to establish in order to ensure that the treatments are not

inducing only a narrow dimension of uncertainty. To determine the em-

pirical structure of these scales, the first step was to conduct a common

factor analysis using communality estimates in the main diagonal of the

correlation matrix (Hair, Anderson, and Tatham 1987). The solution that

accounts for 60% of the total variance was selected for interpretation.

The percentage of variance criterion for determining the number of factors

to retain for further analysis and interpretation has gained wide ac-

ceptance (Hair, Anderson, and Tatham 1987). This criterion called for

rotating two factors toward a clearer structure (see Table 11). The 12

items measuring the source of environmental uncertainty (lateral and

vertical) are closely related. Thus the oblique rotational procedure was

selected to retain the statistical interdependencies. The default value

of delta = 0.0 (SPSSX) was used to control convergence of the oblique

solution. Table 12 presents the factor loadings for the 12 items on two

factors. Note that factor 1 can be interpreted as representing vertical

uncertainty, and factor 2, lateral uncertainty. Since the factor loadings

(in bold) for vertical uncertainty are similar in magnitude, it is likely

that these items are measuring the same construct. This "flatness" sug-

gests an internal consistency. The same can be stated for lateral un-

certainty. The low correlations of the lateral items with the first
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TABLE 11

Source of Uncertainty Factor Analysis: Eigenvalue, Percent of Variance,
and Cumulative Percent for Two Factors

FACTOR EIGENVALUE PCT OF VAR CUM PCT

1 4.29 35.7 35.7

2 3.07 25.6 61.4
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TABLE 12

Factor Loadings for Each Item (0b1ique Rotation, N=208)

ITEM FACTOR 1 FACTOR 2

Lateral Items:

L1 Ola sa
L2 02 79
L3 04 82
L4 08 76
LS 14 69
L6 13 67

Vertical Items:

V1 80 10
V2 88 ll
V3 89 06
V4 82 O9
V5 81 05
V6 76 02 '

aDecimals have been removed
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factor and vertical items with the second factor suggests an external

consistency. Given the above results, the vertical and lateral scales

will be assumed to be unidimensional.

gxgloring the Dimensionality of the Conflict and googeratiog Scalgg

Factor analysis was also used to understand the underlying empirical

structure of the dominant sentiments scales. Both PACKAGE (Hunter and

Cohen 1969), a confirmatory factor analytic program, as well as common

factor analysis, were used in determining the dimensional character-

istics.

Conjligt and Coogeratlon: Results og PACKAG§. Table 13 presents the

factor intercorrelations and loadings matrix for conflict (items 1-9) and

cooperation (items 10-18). The numbers in the matrices represent how the

indicators relate to the construct they were intended to measure. An

examination of the clusters (boxed in) reveals that the off-diagonal el-

ements associated with each cluster are fairly similar in magnitude.

These values are indicative of a "f1at" matrix (Hunter and Gerbing 1982)

and imply that the indicators are measuring the same construct. This

suggests an internal consistency.

Table 14 presents the partial correlations between indicators with

the effect of the construct partialled out. In this table, low values

on the off-diagonal elements of the clusters suggest that, in the absence

of the construct, the indicators correlate very little with each other.

These low values also suggest an internal consistency, meaning that the
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common factor among indicators is their measurement of a particular con-

struct.

Table 15 presents the similarity coefficients. Since the matrix is

symmetrical, only the lower half values are reported. The off-diagonal

elements of each cluster indicate the degree to which the items correlate

with a construct other than the construct being measured (Rao 1986).

Ideally, the items should behave in a similar way when correlated with

another construct. Further, the correlations of indicators within clus-

ters should be higher than correlations of items between clusters. Such

a pattern would indicate that items of the same cluster exhibit a greater

similarity among themselves than they do with items of another cluster.

Thus high intra-item values are desirable, and these values should be

higher than inter-item values (Rao 1986). Note that correlations of the

items measuring conflict and cooperation are similar, the only difference

. being the signs. This result supports the continuum view of conflict and

cooperation. If the participant perceived conflict to be high, they were

likely to perceive cooperation to be low.

·The results of PACKAGE indicate that the conflict and cooperation

scales are unidimensional, and that the constructs are inversely

related.° The high coefficient alpha for these scales demonstrates an

internal consistency, this also suggests unidimensionality. In order to

further understand the empirical structure underlying these scales, com-

° It should be noted that this is a subjective judgement. When using
PACKAGE, it is difficult to tell how many separate factors will emerge
and whether these factors can be interpreted as conceptually rele-
vant.
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mon factor analysis was done for each scale separately.
‘

Factor Analysis: coogeratiun Scale. A common factor analysis was done

with the 9 items measuring cooperation in order to isolate and interpret

conceptually meaningful dimensions. Using the Guttman 1.0 eigenvalue

criterion, two factors were rotated toward a clearer structure. The ob-

lique rotational procedure was used in order to retain the statistical

interdependencies (delta = 0.0). Table 16 presents the factor loadings

for the cooperation scale. Note that the differences between the primary

and secondary loadings for each item are relatively small, with four items

loading highly on both factors. These loadings indicate that there are

no clear, conceptually relevant, dimensions found within the overall co-

operation scale. Thus, this scale is assumed to be unidimensional.

Eactog Agalysggz cogjlic; Scglg A common factor analysis was done with

the 9 conflict items. The conflict scale was constructed to measure three

important elements specifying the domain of the construct: perceived

incompatibility, perceived interference, and feelings of tension or an-

tagonism. These elements correspond to Pondy°s (1967) conceptualization

of conflict episodes: latent, perceived, and felt conflict respectively.

Expecting three conceptually relevant factors, the CRITERIA subcommand

(SPSSX) was used to select and rotate three factors. Once again the ob-

lique rotational procedure was used. Table 17 presents the factor

loadings for the conflict scale. Three clear dimensions emerged con-

firming the conceptualized structure of the instrument (no item loaded
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TABLE 16

Factor Loadings and Differences Between Primary and Secondary LoadingsFor Cooperation Scale

ITEM FACTOR 1 FACTOR 2 DIFFERENCE

CPI .50 .85 .35
CP2 .75 .63 .12*
CP3 .62 .84 .22*
CP4 .83 .50 .33
CPS .85 .42 .43
CP6 . .60 .77 .17*
CP7 .83 .51 .32
CP8 .40 .80 .40
CP9 .71 .60 .11*

*ambiguous items
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TABLE 17

Factor Loadings, Percent of Variance, and Coefficient Alpha for Three
Dimensions of Conflict

ITEH DIMENSION

Perceived Perceived Lntent Felt
Insezfexsnes Genius; Genius; Genius;

Item 1 78a
Item 2 87
Item 3 81

‘

Perceived

Item 4 85
Item S

l
86

' Item 6 . 86

Feelings of
· Iensien

Item 7 88
Item 8 87
Item 9 74

Eigenvalue 4.63 1.07 " .83

Percent of Variance 51.5 12.0 9.2

Coefficient Alpha .78 .82 .79

adecimals have been removed
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highly on more than one factor). Since coefficient alpha for each di-

mension is acceptable (see Table 17), the hypotheses were tested using

overall conflict, as well as each dimension, as the dependent variable.

This is important since it is generally recognized that the process of

· conflict is episodic.

IH; §TRENGI§ OF IH; QNCEBTAINII INDUCTIONS

Table 18 presents the descriptive statistics resulting from the ma-
~

nipulation check for the negotiation simulation (N = 208). The "general"

category was obtained by aggregating lateral and vertical perceptions for

each respondent. Note that the cell means are all in the right direction,

suggesting that the uncertainty inductions were working as intended.

As was done in the second pre-test, the results of the manipulation

check can be used as a continuous dependent variable in a ANOVA model to

assess significant differences. If the manipulations are working, main

effects should be highly significant and interaction effects should be

nonsignificant. Table 19 presents the results of three separate

univariate ANOVAs. The first used only the results of the lateral scale

as the dependent measure; the second used the results of the vertical

scale; and the third used the aggregate score of uncertainty. Note that

main effects are highly significant and interaction effects are nonsig-

nificant. This indicates that subjects perceived the low inductions to

be less uncertain, and the high inductions to be highly uncertain.

The next section presents descriptive statistics for overall con-
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TABLE 18

Manipulation Check: Means and Standard Deviations By Treatmenta

S.Q!lB§.E.

TREATMENT N LATERAL VERTICAL GENERAL

Low Lat 52 2.13 2.19 2.16
Low Vert (0.64) (0.64) (0.55)

High Lat 52 3.12 2.09 2.61
Low Vert (0.62) (0.61) (0.43)

Low Lat S2 2.29 3.71 3.00
High Vert (0.67) (0.56) (0.38)

High Lat 52 3.12 3.68 3.41
High Vert (0.69) (0.60) (0.52)

aLikert Scale: 1 = low, S = high
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TABLE 19

Manipulation Check: ANOVA Tables

SOURCE DF F·VALUE P·VALUE

Lateral 1 99.83 0.0001
Vertical 1 0.94 0.3336
Lat * Vert 1 0.81 0.3699

Lateral 1 0.53 0.4667
Vertical 1 347.89 0.0001
Lat * Vert 1 0.25 0.6184

Lateral 1 41.64 0.0001
Vertical l 156.96 0.0001
Lat * Vert 1 0.09 0.7607
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flict, latent conflict, perceived conflict, felt conflict, and cooper-

ation by treatment. The purpose of this section is to discuss the di-

rection of means, relative to the hypotheses, for all main effects.

DESCgIPIIV§ STAT;STICS
-

Table 20 presents the means and standard deviations for overall

conflict, the three dimensions of conflict, and cooperation for each

treatment. Note that the level of cooperation was higher than conflict y

for all treatments. As hypothesized, the highest level of cooperation,

and the lowest level of conflict, occurs in the high lateral/low vertical

treatment. Latent conflict has the highest overall mean of the conflict

dimensions, with perceived conflict second, and felt third. This pattern

is consistent across all treatments. This result is compatible with

Pondy's (1967) conceptualization of conflict as a sequential process.

Subjects seemed to have sensed a divergence of individual goals (latent

conflict), as well as becoming aware of incompatible actions or mutual

interference (perceived conflict). However, the mean for felt conflict

indicates that conflict had not yet reached an affective state. Following

this line of reasoning, manifest conflict, as measured by written messages

and discussed in the next chapter, should be even lower.

Table 21 presents the means for conflict and cooperation after sum-

ming over the vertical levels. As hypothesized, as lateral uncertainty

increases from low to high, conflict decreases and cooperation increases.

Thus for the lateral uncertainty main effect, the means are in the hy-
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TABLE 20

Cell Means and Standard Deviations For Cenflict and Cooperationa

OVERALL LATENT PERCEIVED FELT
TREATMENT N CONFLICT CONFLIGT CONFLICT CONFLICT COOPERATION

Low Lat 52 2.73 b 3.21 2.59 2.38 3.30
Low Vert (0.89) (1.06) (0.98) (1.01) (0.83)

High Lat 52 2.43 2.94 2.26 2.08 3.61
Low Vert (0.54) (0.86) (0.67) (0.51) (0.57)

Low Lat 52 2.59 3.06 2.50 2.22 3.50
High Vert (0.64) (0.79) (0.80) (0.77) (0.51)

High Lat 52 2.60 3.08 2.51 2.21 3.44
High Vert (0.77) (0.91) (0.99) (0.80) (0.70)

Overall 208 2.59 3.07 2.46 2.22 3.46
(0.73) (0.91) (0.87) (0.80) (0.67)

aLikert scale: 1 = low, 5 = high

bStandard deviations
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TABLE 21

Means For Lateral Uncertainty Hain Effects

LATERAL OVERALL LATENT PERCEIVED FELT
UNCERTAINTY N CONFLICT CONFLICT CONFLICT CONFLICT COOPERATION

Low 104 2.66 3.14 2.55 2.30 3.40
High 104 2.51 3.01 2.38 2.14 3.53
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pothesized direction.

Table 22 presents the means for the dependent variables after summing

over the lateral conditions. As hypothesized, as vertical uncertainty

increases from low to high, overall and perceived conflict increase. The

direction of the means_for felt conflict, and cooperation are opposite

of what was hypothesized. Note that there was no change in latent con-

flict as vertical uncertainty increased. Before these differences are

examined in the context of univariate and multivariate tests, it is im-

portant to further discuss the distribution of the dependent variables

relative to important assumptions.

Analysis of variance assumes that observations are drawn from

normally distributed populations and that the variances of the p popu-

lations are homogeneous. The assumption of normality was assessed by

using a normal probability plot. This was obtained by first ranking the

observed values of the dependent variable from smallest to largest; then

pairing each value with an expected normal value for a sample of that size

from a standard normal distribution. Figures 9 and 10 are normal proba-

bility plots for conflict and cooperation respectively. If the observed

scores are from normal distributions, the plots should be fairly linear.

Figures 9 and 10 indicate that the distributions are from normally dis-

tributed populations. Note that the plot for cooperation indicates that

the distribution is slightly skewed. Skewed populations have very little

affect on either the level of significance or the power of the F test for

the fixed-effects model (Pearson 1931; Lindquist 1953; Kirk 1982). Thus

this slight skewness was not considered to be a problem.
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TABLE 22

Meaus For Vertical Uncertainty Main Effects

~

VERTICAL OVERALL LATENT PERCEIVED FELT
UNCERTAINTY N CONFLICT CONFLICT CONFLICT CONFLICT COOPERATION

Low 104 2.58 3.07 2.42 2.23 3.46
High 104 2.60 3.07 2.51 2.22 3.47
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A subjective evaluation of the standard deviations in Table 20 in-

dicates that the variances were not homogeneous across treatments.

Univariate homogeneity of variance tests (Cochrans C and Bartlett-Box F)

indicate that the homogeneity of variance assumption was violated. A

A

multivariate test for the homogeneity of the variance·covariance matrices

(Box°s M) also indicates that this assumption was violated. If the sample

sizes are equal, the F-test is robust with respect to violations of this

assumption (Cochran 1947; Welch 1947; Lindquist 1953; Box 1954; Kirk 1982;

Lenter and Bishop 1986). Since the sample sizes for each condition in

this experiment are equal (ni = 52), this violation is not a significant

problem for hypothesis testing.

Results and analyses to this point reveal that: all scales are re-

liable as measured by coefficient alpha; the lateral and vertical uncer-

tainty scales are unidimensional; the cooperation scale is

unidimensional; and the conflict scale can be used as an overall measure

or separated into three conceptually relevant dimensions. It was also

established that the uncertainty inductions were strong and working as

intended. Descriptive statistics indicated that all but three of the

means were in the hypothesized direction for the lateral and vertical main

effects. The next section evaluates the hypotheses in the context of

statistical

tests.CHAPTERIV: RESULTS AND ANALYSES 179



§!EOI§§S;$ IESTING: R§SULIS AND ANALYSES ·

Relationships were evaluated by means of a MANOVA, univariate

ANOVAs, and multiple comparisons. An overall summary of the results,

without controlling for potential confounds, can be found in Table 28.

Although individual hypotheses cannot be tested via multivariate

analysis of variance, this procedure can be used to assess the overall

relationship between the explanatory and response variables. MANOVA has

the advantage of controlling alpha more globally, as well as being able

to test the linear combination of the dependent variables that provides

the strongest evidence of overall group differences (Hair, Anderson, and

Tatham 1987). Two MANOVAs were evaluated, one with conflict and cooper-

ation as the dependent variables, and one with the three dimensions of

conflict and cooperation as the dependent variables.

Individual hypotheses were tested with univariate ANOVAs and multi-

ple comparisons. ANOVA is an appropriate technique to assist in the in-

terpretation of multivariate effects when the research objective is

hypothesis testing (Bray and Maxwell 1985; Spector 1977; Petroshius and

Monroe 1987). Multiple comparison procedures were used to test the simple

main effects. Two techniques were selected for these tests: Tukey's

(less powerful but controls the experiment-wise error rate) and LSD (more
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powerful but controls only the comparison-wise error rate) (Kirk 1982).

§A§0VA Agalyseg

Table 23 presents the summary results of two separate MANOVAs. The

first used overall conflict and cooperation as the dependent variables.

The second used latent conflict, perceived conflict, felt conflict, and

cooperation as the dependent variables. The first analysis indicates that

the lateral uncertainty induction had a stronger effect on the dependent

variables than the vertical although neither are significant. Since there

is some evidence of an interaction (p = 0.139), it is possible that main

effects could be masked. The same results were found in the second

analysis although all three effects were less significant. This was due'

largely to the change in degrees of freedom.

ANOVA Agalyseg

The results of univariate ANOVA and multiple comparison analyses

will be presented separately for each dependent variable. The results

of testing hypotheses 2, 4, and S will be presented under the conflict

subheading, and hypotheses 1, 3, and 6 under the cooperation subheading.

gogglggt agd ;;'; Dimensgggs, Table 24 presents the univariate ANOVA
A

summary for conflict and it dimensions. Hypothesis two states that the

higher the level of lateral uncertainty, the lower the level of conflict.

Recall that the conflict means for the lateral uncertainty main effect

were all in the hypothesized direction (see Table 21). Although overall
eu
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TABLE 23

Summary of MANOVA

Dependent Variables: Conflict
Cooperation

Source of Variation DF Wilks' Lambda P-Value
Converted to F

Lateral (2,203) 1.14 0.321
Vertical '(2,203) 0.21 0.812

Interaction (2,203) 1.99 0.139

Dependent Variablas: Latent Conflict
Perceived Conflict
Felt Conflict
Cooperation

Source of Variation DF Wi1ks° Lambda P·Va1ue
Converted to F

Lateral (4,201) 0.63 0.644

Vertical (4,201) . 0.49 0.745

Interaction (4,201) 1.04 0.389
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TABLE 24

Univariate ANOVA Summary: Conflict and It's Dimensions

Source of Variation DF F-Value P—Va1ue

Dependent Variable: Qyg;gl1_Qggf1jg;

Lateral (1,204) 2.15 0.144
Vertical (1,204) 0.05 0.832
Interaction (1,204) 2.34 0.127

Dependent Variables: Lg;gg;_Qggf1;g;

Lateral (1,204) 0.93 0.336
Vertical (1,204) 0.00 1.000
Interaction (1,204) 1.36 0.245

DependentVariables:Lateral

(1,204) 1.76 0.186
Vertical (1,204) 0.41 0.525
Interaction (1,204) 1.90 0.169

Dependent Variables: £g1;_Qggf1jg;

Lateral (1,204) 2.12 0.147
Vertical (1,204) 0.01 0.907
Interaction (1,204) 1.74 0.182
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and felt conflict provide some empirical evidence for the hypothesized

relationship (p-value = .144 and .147 respectively), this main effect is

not significant. Since there is some evidence to suggest an interaction

(p = 0.127), the next step is to evaluate the simple effects. Referring

to Figure ll, conflict does not decrease as lateral uncertainty increases

for the high vertical conditions. However, conflict decreases signif-

icantly as lateral uncertainty increases for the low vertical conditions.

This significant difference is based on a Least Significant Difference

Test (a = .05) (see Table 25). Thus hypothesis two is accepted for the

low vertical simple effect only. Note that when the experiment-wise error

rate is controlled, this difference is no longer significant (see Table

25). These relationships are generally consistent across the dimensions

with felt conflict also establishing a significant difference for this

simple effect.

Hypothesis four states that the higher the level of vertical uncer-

tainty, the higher the level of conflict. Referring back to table 22,

cell means are in the hypothesized direction for overall and perceived

conflict. Table 24 indicates that this main effect is not significant.

Analysis of simple effects reveals that as vertical uncertainty in-

creases, conflict decreases for the low lateral conditions, and increases

for the high lateral conditions (refer back to Figure 11). This is true

for both overall and perceived conflict. Neither of these differences

are significant at the a = .05 level however (see Table 25). Thus hy-

pothesis four is rejected.

Hypothesis five proposes that conflict will be highest in cell 3,
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TABLE 25

Table of Differences For Conflict and It°s Dimensions: Multiple Compar-
ison Summary For Tukey's and LSD

DIFFERENCESIJ CRITICAL VALUESa
TUKEY'S ms

2 3 4 1
2 - . 17 . 18 . 30*
3 - .01 .13 .37 .28
4 · . 13

2 · 3 4 1
2 - . 12 . 14 . 27
3 - . 02 . 15 . 45 . 35
4 - . 13
1
·2

3 4 1
2 - .24 .25 .33
3 - .01 .09 .44 .34
4 - .08
12

4 3 1 '
2 — . 13 . 14 . 31*
4 - . 01 . 17 . 39 . 30
3 - . 16
1 •

*significa.nt difference at a = .05

aTukey's = q.05, 4,204Lsu

= :.0512,zoablow

lat/low vert = 1
high 1at/ low vert = 2
low lat/high vert = 3
high lat/high vert = 4
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followed by cells 4, 1, and Z. Figure 12 presents the rank order of hy-

pothesized versus observed means.

As hypothesized, the mean from cell 4 had the second to the highest level

of conflict and the mean from cell 2 had the lowest. Due to the inter-

action, the means from cells 1 and 3 were reversed. The observed rank

order is consistent across dimensions with the exception of felt conflict

(1, 3, 4, 2). Since the only significant difference was between the means

from cells 1 and 2 (see Table 25), this hypothesis cannot be accepted.

Taken together, hypotheses 2, 4, and 5 reflected the proposition that

the effect of lateral and vertical uncertainty on conflict would be ad-

ditive (parallel interaction). The above results indicate that this is

clearly not the case.

For those subjects who were uncertain about the cost of losing an

opportunity, increasing vertical uncertainty increased conflict. This

supports the conceptualization that coordination becomes more difficult

as vertical uncertainty increases. On the other hand, for those subjects

who were fairly certain about the cost of losing an opportunity, in-

creasing vertical uncertainty actually decreased conflict. One explana-

tion could be that for these subjects, increasing vertical uncertainty

highlighted the need for coordination. Given a mixed-motive setting, only

if the negotiation process went long enough for coordination attempts to

fail would conflict ensue.

For those subjects negotiating in a certain vertical environment,

increasing lateral uncertainty decreased conflict. This supports the

conceptualization that lateral uncertainty will be perceived as a
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FIGURE 12: Rank Order of Hypothesized Versus Observed Means (Conflict)
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superordinate goal. However, for those subjects negotiating in an un-

certain vertical environment, as lateral uncertainty increased, there was

no change in the level of conflict. Post hoc theorizing should proceed

with caution since there is not a significant difference between most of

these means. Indeed, these differences could be the result of sampling

error. The only significant difference supported the conceptualization.

At any rate, the relationship between the critical source of uncer-

tainty and conflict seems to be complex. Further interpretation of these

findings will be presented in the discussion section at the end of this

chapter.

Qgggggggjggg Table 26 presents the univariate ANOVA summary for cooper-

ation. Since there is a significant interaction (p = 0.047), both main

and simple effects will be interpreted. Hypothesis one states that the

higher the level of lateral uncertainty, the higher the level of cooper-

ation. Recall that the cooperation means for the lateral uncertainty main

effect were in the hypothesized direction (see Table 21). Although there

is some empirical evidence for the hypothesized relationship (p•value =

0.177), this main effect is not significant. Analysis of simple effects

indicates that this hypothesis is accepted for the low vertical conditions

only (p < .05) (see Figure 13 and Table 27).

Hypothesis three states that the higher the level of vertical un-
A

certainty, the lower the level of cooperation. This main effect is not

significant (p-value = 0.808). Analysis of simple effects reveals that

as vertical uncertainty increases, cooperation increases for the low
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TABLE 26

Univariate ANOVA Summary: Cooperation

Source of Variation DF F·Va1ue P-Value

Lateral (1,204) 1.83 0.177

Vertical (1,204) 0.06 0.808

Interaction (1, 204) 4. 01 0. 047
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TABLE 27

Table of Differences For Cooperation: Multiple Comparison Summary For
Tukey's and LSD

DIFFERENCESb CRITICAL VALUES°
'1'UKEY'S ms

1 4 3 2
1 • .15 .21 .31*
4 - .06 .16 .34 .26
3 - .10
2 -

*significan: difference a: a = .05

aTukey°s = q.os, 6, 2061

ZD/lS¢f1’0I’LSD = :.05/2, 204 .

blow la:/low ver: = 1
e

high la:/low ver: = 2
low la:/high ver: = 3
high la:/high ver: = 4
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‘
lateral conditions, and decreases for the high lateral conditions. Thus,

the means are in the hypothesized direction for the high lateral condi-

tions. This simple effect is not significant however (see Table 27).

Hypothesis three is therefore rejected.

Hypothesis six proposes that cooperation will be highest in cell 2,

followed by cells 1, 4, and 3. Figure 14 presents the rank order of hy-

pothesized versus observed cell means. As hypothesized, the mean from

cell 4 had the second to the lowest level of cooperation and the mean from

cell 2 had the highest. Since conflict and cooperation are negatively

correlated, this ranking is the inverse of that for conflict. Again,

since the interaction was not anticipated, the means from cells 1 and 3

are reversed. Since the only significant difference was between the means

from cells 1 and 2 (see Table 27), this hypothesis cannot be accepted.

As discussed above, hypotheses 1, 3, and S also proposed that the

effect of lateral and vertical uncertainty would be additive. Again, this

is clearly not the case. For those subjects who were fairly certain about

the cost of losing an opportunity, increasing vertical uncertainty actu-

ally increased cooperation. This is consistent with the above post hoc

explanation that increasing vertical uncertainty may highlight the need

for coordination. For those subjects who were uncertain about the cost

of losing an opportunity, increasing vertical uncertainty decreased co-

operation. This supports the conceptualization.

For those subjects negotiating in a certain vertical environment,

as lateral uncertainty increased, so did cooperation. This supports the

conceptualization. However for those subjects negotiating in an uncer-
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tain vertical environment, increasing lateral uncertainty decreased co-

operation. Again, since multiple comparison procedures do not reveal

significant differences, post hoc theorizing should proceed with caution.

The only significant difference is for a simple main effect which supports

the conceptualization. Table 28 provides an overall summary of the above

discussion.

ANALXSLQ OE EQT§§T;AL CONEOUNDQ

In any analysis of variance design, independent variables, referred

to as "covariates," can be included. The design is then termed an anal-

ysis of covariance (MANCOVA or ANCOVA) design. Covariates are typically

included to remove extraneous influences from the dependent variable

(Hair, Anderson, and Tatham 1987). This procedure helps to realize the

aim of theory testing since it increases measurement precision.

Since the variance in the dependent variable forms the basis of the

error term in ANOVA, a relevant covariate is one which is highly corre-

lated with the dependent variable. A covariate that is correlated with

the dependent variable can explain some of the variance (through linear

regression) leaving only residual variance (Hair, Anderson, and Tatham

1987). This residual variance provides a smaller error term for the F-

statistic and thus a more powerful test of treatment effects.

In order for the analysis of covariance to be useful, the covariates

and the explanatory variables should not be correlated. This is usually

referred to as the homogeneity of regression slopes assumption: "The
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point is when the slopes are unequal there is a covariate by treatment

interaction" (Stevens 1986, pp. 299-300). If the covariates are signif-

icantly related to the treatment variables, the analysis of covariance

will yield misleading results.

The purpose of this section is to test the hypotheses when control-

ling for relevant covariates. This will be done by: a) presenting de-

scriptive statistics of ten extraneous variables which past literature

has identified as important; b) identifying which extraneous variables

are highly correlated with the dependent variables but not correlated with

the independent variables; and c) retesting the hypotheses with the res-

idual variance of the dependent variables.

The three dimensions of conflict revealed results very similar to,

or less significant than, overall conflict. Thus only overall conflict,

along with cooperation, will be used as the dependent variables.

As both Blalock (1960) and Green (1978) have suggested, a dummy coded

categorical or continuous variable can play the role of a covariate.

Table 29 presents descriptive statistics of four categorical extraneous

variables by treatment. These variables include the role of the partic-

ipant (buyer, seller); whether or not dyad members reached agreement

during the bargaining session (reached vs. stalemate); whether or not

subjects perceived the final outcome to be in their favor (in my favor

vs. not in my favor); and the sex of the participant (male, female).

Table 30 presents descriptive statistics of six continuous extrane-
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TABLE 29

Descriptive Statistics For The Four Categorical Potential Confound Vari-
ables

TREATMENT

VARIABLE Low Lat High Lat Low Lat High Lat
L¤.wJLer.t L¤.w.SLe:.t H;LzhJ&r.t Hizh.Y.<u:1; Qurall

RQLE

Sellers 50% 50% 50% 50% 50%
N 26 26 26 26 104

Buyers 50% 50% 50% 50% 50%
N 26 26 26 26 104

Reached 75} 80% 73% 65% 73%
N 39 42 38 34 _ 153

Stalemate 25% 20% 27% 35% 27%
N 13 10 14 18 55

·

In my favor 63% 52% 60% 52% 57%
N 33 27 31 27 118

Not in my 37% 48% 40% 48% 43%
N 19 25 21 25 90

SEX

Male 40% 44% 27% 44% 39%
N 21 23 14 23 81

Female 60% 56% 73% 56% 61%
N 31 29 38 29 127

a'I'he reason there is an odd number for this cell is because for one dyad,
subject A had just finished a message agreeing to B°s offer. At the same
time, the time limit had just expired and subjects were asked to fill
out the questionnaire in their simulation packets (dependent measures).
Thus subject B never received the message and filled out the question-
naire with the understanding that they had not reached agreement. Sub-
ject A on the other hand filled out the dependent measures with the
understanding that they had reached agreement.
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ous variables by treatment. These variables include: the motivational

orientation of the subject; the degree to which the subjects consider

themselves to be risk-takers by nature; the degree to which the subjects

consider themselves to be competitors by nature; the degree to which the

subjects defined themselves as trusting by nature; the degree to which

the participant viewed accomplishments to be the result of internally

motivated action versus the result of external circumstances; and the

degree to which the subjects viewed themselves as tolerant or intolerant

of ambiguity. These variables were measured with bipolar scales con-

sisting of nine numerical anchors. The next step was to decide which of

these extraneous variables would make useful covariates.

gggganeous Vagiables As Covargateg

Table 31 presents the Pearson correlation coefficients for the ten

extraneous variables with conflict and cooperation. Note that six of

these are significantly correlated with the dependent variables. Agree-

ment reached (0 = stalemate, 1 = agreement) and outcome perception (0 =

not in my favor, 1 = in my favor) are negatively correlated with conflict

and positively correlated with cooperation. Motivational orientation (1

= cooperative, 9 = individualistic) is positively correlated with con-

flict and negatively correlated with cooperation. Competitor by nature

(1 = competitor, 9 = cooperator) is negatively correlated with conflict

and positively correlated with cooperation. Trusting by nature (1 =

suspicious, 9 = trusting) is negatively correlated with conflict and

positively correlated with cooperation. Locus of control (1 = internal,
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TABLE 30

Descriptive Statistics For The Six Continuous Potential Confound Vari-
ables

· TREATMENT

VARIABLE Low Lat High Lat Low Lat High Lat
L¤s1..Y.ez.t L¤xuL<u.t HizhJLe1.t Hizh.Y.e:1 Qxexall

(1=cooperative; 9=individua1istic)

Mean 6.75 6.33 6.39 6.59 6.52
S.D. 1.71 2.13 1.89 1.76 1.88

Ri;k;Igkjgg (1=high :isk·take:; 9=1cw risk·taker)

Mean 4.71 4.19 4.40 4.40 4.42
S.D. 2.16 2.00 2.06 2.18 2.09

(1=competitive; 9=cooperative)

Mean 4.35 3.48 4.23 4.46 4.13
S.D. 2.20 2.16 2.45 2.54 2.36

Mean 5.42 4.94 5.44 6.04 5.46
S.D. 2.15 2.34 2.45 2.28 2.32

Mean 2.82 3.07 ' 3.40 2.98 3.08
S.D. 1.32 1.63 1.97 1.90 1.73 _

tolerance; 9=high tolerance)

Mean 3.27 3.39 3.46 3.70 3„46
S.D. 1.32 1.04 1.29 1.32 1.25
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TABLE 31

Pearson Correlation Coefficients: Potential Confounds With Dependent
Variables

VARIABLE CONFLICT COOPERATION

Role .04 .03
(.61) (.69)

Agreement* -.28 .35
(.0001) (.0001)

Outcome Perception* -.31 .38
(.0001) (.0001)

Motivation* .18 -.15
(.011) (.031)

Risk-Taking .01 -.06
(.87) (.43)

Competitive* -.17 .13
(.012) (.058)

Trusting* -.29 .25
(.0001) (.0003)

Locus of Contro1* •.12 .08
(.08) (.22)

Ambiguity -.08 .02
(.22) (.72)

Sex .03 -.009
(.63) (.89)

*Extra¤eous variables which are significantly correlated with the de-
pendent variables
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9 = external) is negatively correlated with conflict and positively cor-

related with cooperation. These relationships are consistent with and

support past research in bargaining and negotiation. All of the corre-

lations are significant at the a = .10 level with the exception of locus

of control with cooperation (p = .22). This variable was retained as a

covariate since its correlation with conflict was relatively high (p =

.08). The next step was to assess the relationship between the covariates

and the explanatory variables.

The potential covariates will be used as dependent variables in the

2 x 2 design to establish their association with the independent vari-

ables. If a covariate is significantly related to the treatment vari-

ables, it will be dropped from the ANCOVA model. Table 32 presents the

results of chi-squares with the two categorical covariates. In the first,

the number of subjects who reached agreement in each treatment were used «

as nominal data in the 2 x 2 design. Note that the chi·square was not

significant. In the second, the number of subjects who perceived the

outcome to be in their favor in each treatment were used as nominal data.

Again note that the chi-square was not significant. In other words,

agreement reached and outcome perception are not significantly related

to lateral and vertical perceived environmental uncertainty. This, to-

gether with their high correlations with the dependent variables, makes

them suitable for the ANCOVA model.

Table 33 examines the relationship between the four continuous

covaritates and the independent variables. Again, the covariates were

used as dependent variables in the 2 x 2 design. Note that the results
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TABLE 32
‘

Relationships Between Treatments and Categorical Covariates

COVARIATE Df CHI -SQUAREa P·VALUE

Agreement 1 .3268 .50 < P < .70
Reached

Outcome l .0290 .80 < P < .90
Perception

a :2 a mau - bc)2
· (a + b)(c + d)(a + c)(b + d)
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of the MANOVA and univariate ANOVAs indicate that the covariates are not

related to the treatment variables at the a = .05 level of significance.

Thus, it is appropriate to use these variables as covariates.

The usefulness of the covariates can be evaluated by comparing the

model and error mean squares with and without the covariates. Table 34

presents the degrees of freedom, mean squares, and F-statistics for the

univariate ANOVAs with and without the covariates. Ideally, model MS

should increase and error MS should decrease, resulting in a higher F-

ratio. Note that in all cases error MS decreases, model MS increases

(except for cooperation under the vertical treatment), and the F·ratio

increases (except for cooperation under the vertical treatment). This

indicates that the six covariates are useful in establishing a more sen-

sitive and powerful test of the hypotheses.

ßygotnesis Tests ynen Contgolligg

Eng ggtegtia], cogfougds

Table 35 presents the summary of the multivariate and univariate

analysis of covariance when controlling for potential confounds.‘° Table

36 provides a summary of the hypothesis tests when controlling for these

six covariates. Note that the results improve for the lateral main ef-

fect. Since the means for this effect are in the hypothesized direction,

‘°
Overall conflict and cooperation were used as the dependent vari-
ables. See Appendix I for this same analysis with the three dimen-
sions of conflict and cooperation used as the dependent variables.
As stated on page 197, the three dimensions of conflict revealed re-
sults similar to although less significant than what was found for
overall conflict.
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TABLE 33

Relationships Between Treatments and Continuous Cevariates

SOURCE OF VARIATION DF F·VALUE P-VALUE

MANQYA
Dependent Variables: Trusting, Motivation, Competitive, Locus of Con.

Lateral (4,201) 0.41 .800
Vertical (4,201) 1.00 .405
Interaction (4,201) 2.26 .064

ANQ!As„
Dependent Variable: Trusting

Lateral (1,204) 0.03 .857
Vertical (1,204) 3.04 .083
Interaction (1,204) 2.83 .094

Dependent Variable: Motivational Orientation
Lateral (1,204) 0.18 .668

· Vertical (1,204) 0.03 .873
Interaction (1,204) 1.42 .235

Dependent Variable: Competitiveness
Lateral (1,204) 0.95 .330
Vertical (1,204) 1.77 .185
Interaction (1,204) 2.84 .093

Dependent Variable: Locus of Control
Lateral (1,204) 0.19 .659
Vertical (1,204) 0.85 .357
Interaction (1,204) 1.75 .187
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TABLE 34

Differences Between Mean Squares For Univariate Model With and Without
Covariates

~
SOURCE DF MODEL MS ERROR MS F

Latual
Conflict

Without (1,204) 1.13 .53 2.15
With (1,198) 1.73 .43 4.05

Cooperation:
Without (1,204) 0.81 .44 1.83
With (1,198) 1.41 .35 4.03

Ysxtiul
Conflict:

Without (1,204) 0.02 .53 0.05
With (1,198) 0.19 .43 0.43

Cooperation:
Without (1,204) 0.03 .44 0.06
With (1,198) 0.01 .35 0.01

1n:.¢.z.¤ssJ.¤n1
Conflict:

Without (1,204) 1.23 .53 2.33
With (1,198) 1.76 .43 4.11

Cooperation:
Without (1,204) 1.78 .44 4.01
With (1,198) 2.20 .35 6.32
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TABLE 35

Summary of Multivariate and Univariate Analysis of Covariance When Con-
trolling For Potential Confounds (Six Covariates)

SOURCE OF VARIATION Df F-VALUE P-VALUE

MANCOVA

Dependent Variables: Conflict
Cooperation

Lateral (2,197) 2.38 .095
Vertical (2,197) 0.51 .600
Interaction (2,197) 3.23 .042

ANCOVA

Dependent Variable: Conflict ‘

Lateral (1,198) 4.05 .046
Vertical . (1,198) 0.43 .511
Interaction (1,198) 4.11 * .044

Dependent Variable: Cooperation

Lateral (1,198) 4.03 .046
Vertical (1,198) 0.01 .918
Interaction (1,198) 6.32 .013
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hypotheses one and two can now be accepted in their entirety. Testing

the hypotheses with the residual variance of the dependent variables made

the simple effects for hypotheses one and two (for the low vertical con-

ditions) more significant. This in turn increased the significance of

the main effect as well as the interaction. Since error MS decreased,

the critical values for both Tukey°s and LSD decreased, however this

change was not enough to enable any of the other simple effects to be

accepted. Thus, hypotheses three thru six were again rejected.

Qggggg3;5Q;_!gg;gg;g§_A;_gggg;;g;g;„ There is a continuing controversy

among marketing exemplars as to the appropriateness of using categorical

variables as covariates. A number of methodologists believe that they

should not be (Dillon and Goldstein 1984; Hair, Anderson, and Tatham

1986). Table 37 presents the MANCOVA and ANCOVA results after removing

the categorical variables. These results are a slight improvement over

the MANOVA and ANOVA summaries (without covariates) stated earlier (see

Tables 23, 24, and 26). However, the hypothesis tests reveal the same

results as stated in Table 28. These categorical variables are thus

needed in the analysis of covariance model.

An acceptable alternative to using categorical variables in a ANCOVA

model is to use a blockingn procedure. Here the sample is divided as

prescribed by the categorical variable and the hypotheses are re-tested

with each group separately. The disadvantages of this procedure are:

" The word "b1ocking" is used here in a colloquial rather than a sta-
tistical sense.
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TABLE 37

Summary of Multivariate and Univariate Anlaysis of Covariance When Con-
trolling For Continuous Confound Variables (four Covariates)

SOURCE OF VARIATION Df F·VALUE P-VALUE

MANCOVA

Dependent Variables: Conflict
Cooperation

Lateral (2,199) 1.24 .291
Vertical (2,199) 0.53 .589
Interaction (2,199) 2.73 .067

ANCOVA

Dependent Variable: Conflict

Lateral (1,200) 2.36 .126
Vertical (1,200) 0.78 .377
Interaction (1,200) 3.64 .058

Dependent Variable: Cooperation

Lateral (1,200) 1.88 .172
Vertical (1,200) 0.08 .172
Interaction (1,200) 5.39 .021
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1) each categorical variable must be controlled separately in order to

maintain an acceptable level of power; and 2) even when controlling for

each variable separately power decreases. This procedure was done in

order to further interpret the empirical results.

Table 38 presents the means and

standard deviations for conflict and cooperation when controlling for

outcome perception. Note that the level of conflict is lower and coop-

eration higher for those subjects perceiving the outcome to be in their

favor.

Table 39 presents a summary of the MANCOVA and ANCOVA results con-

trolling for the four continuous covariates and outcome perception. Since

outcome perception was used as a blocking variable, the hypotheses were

tested with each group separately. Table 40 presents an overall summary

of the hypothesis tests. Looking only at that group which perceived the

outcome to be in their favor, two hypotheses were accepted. Consistent

with earlier results, lateral uncertainty increased cooperation and de-

creased conflict. The results from this sample reveal two differences

from earlier analyses: 1) the effects are additive (parrellel inter-

action); and 2) there is some evidence to suggest a relationship between

vertical uncertainty and conflict. The means are in the hypothesized

direction (see Table 38) and the main effect was nearly significant at

the a = .10 level (p = .16; see Table 39). Even though these results are

encouraging, hypotheses three and four must again be rejected.

Since the effects were additive, the order of the means changed from
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TABLE 38

Means and Standard Deviations For Conflict and Cooperation Controlling
For Outcome Perception

OUTCOME PERCEPTION

TREATMENT In·Favor Not·In-Favor

CONFLICT COOPERATION CONFLICT COOPERATION

Lat Low 2.47 3.60 3.17 2.76
Vert Low (.88) (.75) (.74) (.72)

Lat High 2.22 3.80 2.64 3.39
Vert Low (.51) (.52) (.49) (.56)

Lat Low 2.55 3.59 2.67 3.38
Vert High (.60) (.40) (.71) (.62)

Lat High 2.29 3.78 2.93 3.08
Vert High (.71) (.50) (.70) (.71)
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TABLE 39

Summary of MANCOVA and ANCOVA Controlling For Outcome Perception and Four
Continuous Confound Variables (four covariates) p

In-Favor Not·In-Favor

DF F DF F
(P•Value) (P-Value)

MANQQYA (Conflict, Cooperation)

Lateral (2,109) 4.34 (2,81) .45
(.015) (.64)

Vertical (2,109) 1.00 (2,81) .45
(.37) (.64)

Interaction (2,109) .30 (2,81) 6.27
(.74) (.003)

ANQQYA (Conflict)

Lateral (1,110) 7.99 (1,82) .24
(.006) (.62)

Vertical (1,110) 2.00 (1,82) .34
(.16) (.56)

Interaction (1,110) .56 (1,82) 8.89
(.46) (.004)

ANQQYA (Cooperation)

Lateral (1,110) 6.48 (1,82) .86
(.012) (.36)

Vertical (1,110) „ .70 (1,82) .89
(.40) (.35)

Interaction (1,110) .45 (1,82) 12.03
(.50) (.001)
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earlier results. Figure 15 presents the hypothesized and observed order

for conflict and cooperation. As hypothesized, the high vertical/low

lateral condition had the highest level of conflict and the lowest level

of cooperation. Also as hypothesized, the high lateral/low vertical

condition had the lowest level of conflict and the highest level of co-

operation. Since multiple comparison procedures did not reveal signif-

icant differences between these means, hypotheses 5 and 6 must be

rejected.

Looking now at that group which perceived the outcome to not be in

their favor, two simple effects were accepted. As lateral uncertainty

increased, cooperation increased and conflict decreased for the low ver-

tical uncertainty conditions only. This result is consistent with earlier

findings (see Figures 11 and 13). Thus hypotheses one and two were ac-

cepted for the low vertical uncertainty conditions.

Note that two other simple effects were significant, but in the wrong

direction. Under hypotheses three and four, as vertical uncertainty in-

creased, cooperation increased and conflict decreased for the low lateral

conditions. Again this result is consistent with earlier findings, except

in this situation the simple effects were more pronounced. This greatly

increased the significance of the interaction effect. The order of means

for conflict and cooperation were the same as reported earlier (see Fig-

ures 12 and 14). Thus, hypotheses three through six are rejected in their

entirety.

Controlling for outcome perception in this manner identified the

source of the significant interaction effect. Only for those subjects
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Cell Numbers: Lat
L H

Vert

H 3 4

CONFLICT

High Low

Hypothesized Rank: 3 4 1 2

Observed Rank: 3 1 4 2

COOPERATION

High Low
Hypothesized Rank: 2 1 4 3

Observed Rank: 2 4 1 3

FIGURE 15: Order of Means For Conflict and Cooperation (Perceived the
Outcome to be in Their Favor)

CHAPTER IV: RESULTS AND ANALYSES 216



who perceived the outcome of the negotiation process to not be in their
·

favor were the effects nonadditive. Further explanation and interpreta-

tion of this result will be presented in the discussion section at the

end of this chapter, as well as in Chapter VI.

Cggggglligg Egg Agreemeg; ßeaggeg, Table 41 presents the means and

standard deviations for conflict and cooperation when controlling for

agreement reached. Note that in general cooperation was higher and con-

flict lower for those subjects who reached agreement.

Table 42 presents a summary of the MANCOVA and ANCOVA results con-

trolling for the four continuous covariates and agreement reached. Again

since agreement reached was used as a blocking variable, the hypotheses

were tested with each group separately. Table 43 presents an overall

summary of the hypothesis tests.

Looking only at that group which reached agreement, the results are

consistent with earlier findings. Although hypotheses one through six

were rejected, two simple effects approached significance. As lateral

uncertainty increased conflict decreased (difference between means = .30;

LSD critical value = .32, a = .05) and cooperation increased (difference

between means = .27; LSD critical value = .28, a = .05) for the low ver-

tical conditions. Figure 16 presents the hypothesized versus observed

ranking of means for conflict and cooperation for that group which reached
‘

agreement. As hypothesized, the high lateral/low vertical condition re-
V

sulted in the lowest level of conflict and the highest level of cooper-

ation. Although multiple comparisons indicated that there was not a
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TABLE 41

Means and Standard Deviations For Conflict and Cooperation Controlling
For Agreement Reached

AGREEMENT

TREATMENT AGREED STALEMATE

CONFLICT COOPERATION CONI-'LICT COOPERATION

Lat Low 2.64 3.47 2.97 2.79
Vert Low (.97) (.86) (.58) (.53)

Lat High 2.34 3.74 2.77 3.07
Vert Low (.53) (.49) (.45) (.59)

Lat Low 2.44 3.61 3.00 3.21
Vert High (.59) (.40) (.64) (.65)

Lat High 2.43 3.58 2.93 3. 19
Vert High (.84) (.71) (.49) (.60)
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TABLE 42

Summary of MANCOVA and ANCOVA Controlling For Agreement Reached and Four
Continuous Confound Variables (four covariates)

a { •| nl

Azrmsi ämlemare

DF F DF F
(P·Value) (P·Value)

MANQQYA (Conflict, Cooperation)

Lateral (2,144) 0.94 (2,46) 0.67
(.393) (.516)

Vertical (2,144) 0.19 (2.46) 3.51
(.825) (.038)

Interaction (2,144) 1.53 (2,46) 0.49
(.219) (.618)

ANQQYA (Conflict)

Lateral (1,145) 1.86 (1,47) 1.28
(.175) (.264)

Vertical (1,145) 0.01 (1,47) 1.34

(.942) (.253)

Interaction (1,145) 2.17 (1,47) 0.17 ·
(.143) (.685)

AMQQYA (Cooperation)

Lateral (1,145) 1.34 (1,47) 0.77
~ (.249) (.386)

Vertical (1,145) 0.21 (1,47) 1.94
(.648) (.170)

Interaction (1,145) 3.03 (1,47) 0.97
(.084) (.329)
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significant difference between these means, this result is encouraging.

Looking now at that group which did not reach agreement, none of the

simple or main effects approached significance. Analyses for this group

was based on a small sample (degrees of freedom for the univariate ANCOVA

with 4 covariates was 1, 47). The poor results can therefore be explained

as due to a lack of statistical power.

This group provided an interesting result however which was markedly

different from earlier analyses. The high vertical/low lateral condition

· had the highest level of conflict and cooperation (see Figure 17).

For this sample, as vertical uncertainty increased, conflict ggg cooper-

ation increased. This was true for both simple effects and therefore the

main effect. This was the only time that conflict and cooperation did

not vary inversely. A post hoc explanation could be that as vertical

uncertainty increased, the need for coordination also increased. This

resulted in: a) an increasing willingness to coordinate (cooperation);

and b) tensions resulting from efforts to coordinate diverging interests

(<=¤¤f1i<=t)•91

=•• •0e· 4 •• «•. • •· -.·4 4 ·-ea ;t- 4•4 •.. • 12 This

runs contrary to the continuum view suggesting that they are two dimen-

sions of the same construct. ·

12 It is noted that this conclusion is based on a small sample and
therefore should be interpreted as tentative.
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Cell Numbers: Lat
L H

L 1 2
Vert ** E ‘·

CONFLICT

„ High Low

Hypothesized Rank: 3 4 1 2

Observed Rank: 1 3 4 2

c00PERAT10N

High Low

Hypothesized Rank: 2 1 4 3

Observed Rank: 2 3 4 1

FIGURE 16: Order of Means For Conflict And Ccoperation (Agreement
Reached)
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Cell Numbers: Lat
L HL1

Vert

H 3 4

CONFLICT

High Conflict Low Conflict

Hypothesized Rank: 3 4 1 2

Observed Rank: § 1 4 2

COOPERATION

Hypothesized Rank: 2 1 4 3

Observed Rank: § 4 2 1

FIGURE 17: Order of Means For Conflict and Cooperation (Negotiation
ending in stalemate)
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S§CI;0N CONQLUSION

The purpose of this section was to present the empirical results of

the dyadic negotiation simulation. This included: the empirical attri-

butes of the measurement scales, the results of the manipulation check,

and the results of hypothesis testing.

The last section of this Chapter summarizes the results in light of

the directly relevant literature as discussed in Chapter II. Unexpected

results will also be interpreted and post hoc explanations will be pre-

sented where appropriate.

The purpose of this section is to summarize the results of the hy-

pothesis tests and state conclusions. This will be accomplished by: a)

summarizing the conclusions resulting from controlling different extra-

neous variables; b) presenting a post hoc explanation for the significant

interaction; c) stating overall decision conclusions; and d) interpreting

these conclusions relative to the directly relevant literature as stated

in Chapter II.

§yMMAg! OE §Yß0IHE§LS TESIS

The dimensions of conflict resulted in similar, or less significant

results. Thus overall conflict, along with cooperation, were used as the
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dependent variables (see the footnote on page 204 and Appendix I). The

traditional alpha level of .05 was used throughout the hypothesis tests

(conclusions changed very little as a result of using a = .10).

Table 44 presents a decision summary when controlling for different

sets of extraneous variables. In general, the results are consistent

across the first four columns. Results listed in the last two columns

are somewhat misleading. Decisions stated in the "agreed" column were

very similar to the results listed in the first column. The results of

the last column can be attributed to a lack of power.

Taken together, the hypotheses proposed that the effects of lateral

and vertical uncertainty would be additive. This was only the case for

those subjects who perceived the outcome to be in their favor (column

three of table 44). For columns 1, 2, 4, and 5 of table 44 there was a

non-parrallel interaction. This interaction was the most significant for

that group of subjects who perceived the outcome to not be in their favor

(univariate ANOVAs: for conflict as the dependent variable, p = .004; for

cooperation as the dependent variable, p = .001). The interaction effect

can be summarized as follows:

1. As lateral uncertainty increases, conflict decreases and cooperation
increases for the low vertical uncertainty conditions.

2. As lateral uncertainty increases, conflict increases and cooperation
decreases for the high vertical uncertainty conditions.

3. As vertical uncertainty increases, conflict decreases and cooperation
increases for the low lateral uncertainty conditions.

4. As vertical uncertainty increases, conflict increases and cooperation
decreases for the high lateral uncertainty conditions.

In order to interpret the interaction, each of these results will be ex-
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plained separately. Result number one is consistent with the conceptu-

alization as presented in Chapter Il. For those subjects bargaining in

a relatively certain vertical environment, the existence of lateral un-

certainty led to more cooperative and less conflictual negotiations.

Result number two is_inconsistent with the conceptualization. For

those subjects bargaining in an uncertain vertical environment, increas-

ing lateral uncertainty led to conflict and noncooperation. One possible

explanation could be that perceptions of different environments blend

together when the total environment is uncertain. Faced with general

perceived environmental uncertainty, subjects may become less

conciliatory in an effort to buffer their organizations. This negotiating

stance of increased resistance could very well increase conflict and de-

crease cooperation.

Result number three above is also inconsistent with the conceptu-

alization. For those subjects bargaining in a relatively certain lateral

environment, increasing vertical uncertainty increased cooperation and

decreased conflict. It is possible that when the lateral environment is

certain, increasing vertical uncertainty may be met with better planning,

more coordinated actions, and a higher tolerance for competition. In

other words, vertical uncertainty may underscore the need for communi-

cation and conciliation. Presumably conflict would ensue only if efforts

to coordinate failed.

Result number four above supports the conceptualization as stated

in Chapter II. The uncertainty surrounding a dyad's ability to obtain

its inputs and place its outputs will increase the level of friction and
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perceived conflict between dyad members. In the context of the exper-

imental task, high vertical uncertainty created fewer integrative alter-

natives, making coordination more difficult. This explanation for in-

creasing conflict and decreasing cooperation is credible only for the high ·

lateral conditions however. It is possible that when the lateral envi-

ronment is uncertain, increasing vertical uncertainty produces a total

environment which is so unpredictable, coordination fails. This, in turn,

leads to perceptions of higher conflict and noncooperation.

‘

Using the two categorical extraneous variables which were highly

correlated with the dependent variables as covariates in the MANCOVA model

has a number of advantages: 1) all of the potential confound variables

could be controlled for at the same time; 2) the entire sample could be

used to test the hypotheses thus increasing power and sensitivity; and

3) the blocking procedure assigns a smaller number of subjects to each

treatment, thus the chances of systematic bias increase.

Given the above advantages, the final conclusions are based on the

results as stated in the second column of Table 44. Table 45 summarizes

the decision conclusions. Since the main effects for the first two hy-

potheses were significant, these were accepted.
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TABLE 45

Summary of the Decision Conclusions

DECISION

NULL ALTERNATIVE
HYPOTHESIS HYPOTHESIS HYPOTHESIS

1. Lateral——L-+ Cooperation Reject Accept

2. Lateral·-) Conflict Reject Accept

3. Verticalé-—p Cooperation Accept Reject H

4. Vertical—Ä->Conflict Accept Reject

S. Lat
L HH IlVert Accept RejectH H l

Conflict:
1=low
4=high

6. Lat
L H

Vert Accept RejectH H l
Cooperation:

1=1ow
4=high
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Q§g;S;0N QONCLUSIONS AND [ASI R§$EARC§

Several conclusions followed the review of literature in Chapter II.

First, it was discussed that there has been some empirical research es-

tablishing that dimensions of the environment influence internal proc-

esses (Dwyer and Welsh 1985; Dwyer, Oh, and Hoelter 1986; Achrol 1986).

Second, from a flow of information perspective, an empirical relationship

between vertical uncertainty and conflict has been established (Brown,

Lusch, and Koenig 1984).

An implication of the political economy framework is that the posi-

tive correlation between uncertainty and conflict is true only when un-

certainty is perceived to exist in the vertical environment. If

uncertainty is perceived to exist in the lateral environment, it may not

lead to conflict, in fact if it is perceived to be a superordinate goal,

it may lead to cooperation. It was this stream of thought that led to

the propositional statement: "Perceived environmental uncertainty will

affect the dominant sentiments of the dyad differently, depending upon

its critical source."

The results as summarized in this chapter failed to confirm Brown,

Lusch, and Koenig°s (1984) finding that vertical uncertainty leads to

conflict. However, the results did indicate an empirical relationship

between uncertainty as perceived in the lateral environment and cooper-

ation. This result, together with past research, lends some credibility

to the propositional statement. Further implications and contributions _

of this finding will be discussed in Chapter six.
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‘
QHAß]jEß SUMMAR!

The purpose of this chapter was to interpret the results obtained

from the dyadic negotiation simulation. The chapter began with a brief

discussion of the sampling procedure, from there attention turned to the

important decisions which were made during preliminary testing, the ac-

tual simulation results, and a concluding discussion.

Analysis and interpretation of the simulation results provided the

bulk of the chapter. This section was organized in terms of: the em-

pirical attributes of the measurement scales, the strength of the manip-

ulations, descriptive statistics, the results of hypothesis testing, and

the analysis of potential confounds.

The next chapter focuses on the results obtained from the content

analysis of the written simulation messages. Angelmar and Stern's (1978)

content analytic system was used as a framework in unitizing, coding, and

interpreting the results.
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CHAPTEN N: EESULIS ANQ CONTENT ANALXSLS OE IHE BARGAINING S;NULAI;0N

§OMNUN;CAIION

;N1ßODUC]§ION

The purpose of this chapter is to test the hypotheses by using the

written record of the bargaining simulation as data. The written record

consists of messages which were hand written and exchanged, allowing the

bargainers to communicate. The emphasis in this part of the analysis will

be on subjective interpretation and categorization, rather than reli-

ability and statistical control.

This chapter is organized in terms of: a) a description of the

content analytic system; b) the procedures which were taken to code and ~

enumerate the messages; c) the presentation of an example taken from the

bargaining simulation; d) the results of testing the hypotheses; and e)

a concluding discussion relating the results found in this chapter to the

results as summarized in Chapter IV.

The written messages constitute actual behavior rather than percep-

tions of the bargaining process. As stated in Chapter II, manifest con-

flict involves conflictual behavior (Pondy 1967). Lusch (1976) notes that

manifest conflict usually takes the form of written exchanges. Thus in

this chapter the hypotheses will be tested using manifest conflict and

cooperation as the dependent variables.··
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IH; CONIENI ANALIIIC $I$T;§

Content analysis requires at least three major decisions: choice

of the categories, choice of the unit of anlaysis, and choice of the

system of enumeration (Holsti 1968). The categories chosen for this re-

search were those as suggested by Angelmar and Stern 1978. These are

discussed in Chapter III and operational definitions are presented in

Appendix G.

The unit of analysis is the "specific segment of content that is

characterized by placing it in a given category" (Holsti 1968, p. 647).

The choice of the unit of analysis may be based on a "syntactic" criteria

(e.g. words, sentences, exchanges); or a "semantic" criteria (e.g. as-

sertion, intended meaning) (Ho1sti 1968). In this research, semantic

rather than syntactic units were chosen. The rationale for this choice

is rooted in a greater concern for validity than for reliability.

h Angelmar and Stern°s (1978) content analytic procedure was constructed

from Bonoma and Rosenberg's (1975). Both of these systems are clearly

based on semantic unitizing. This research thus remains consistent with

the research tradition.

Frequency was used as the system of enumeration (Angelmar and Stern

1978). It was assumed that each unit was given equal weight with every

other unit. Statistical procedures appropriate for nominal data will

therefore be used to test the hypotheses.
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COQING EROCEDURE§
I

The first step in the coding procedure was to divide the messages

into units of analysis. The resulting units were then numbered and pre-

pared for coding. For example, consider the following message written

by the seller in dyad 37:

SELLER: "My supplier°s deliveries vary every month, I can't be sure that
I will have 90 units in inventory to sell you. I think you need
to seriously consider buying 70 units at a price of $4."

This message was divided into three units of analysis:

Unit 1: "My supplier°s deliveries vary every month,"

Unit 2: "I can°t be sure that I will have 90 units in inventory to sell
you."

Unit 3: "I think you need to seriously consider buying 70 units at a
price of $4.

Obviously there were more units of analysis than there were messages.

The total number of messages was 1017 (E per dyad = 9.78), while the total

number of units was 1681 (I per dyad = 16.16).

The second step was to code each unit by associating it with an ap-

propriate category. In this research, two coders were used. In prepa-

ration, the coders first studied the definitions of the categories as

shown in Appendix G. Second, the coders learned the definitions of con-

flict and cooperation as presented in Chapter II. Subsequently, they

discussed these categories and definitions with reference to some sample

material (taken from the warm·up sessions). After a satisfactory degree

of coding convergence had been reached, the actual data was independently

categorized by the two coders.
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Each coder needed to code the unit, then indicate whether, in their

judgement, the unit was a conflictual or cooperative assertion. As stated

in Chapter III, the categories threat, warning, punishment, negative

normative appeal, and command, could be considered conflictual. This was

not always the case however. For example, there were many cases in which

warnings and commands were clearly cooperative statements.

pxgg 62: Ag §;Ag2L§

The purpose of presenting an example is to illustrate the unitizing

and categorization process. The periodic numbers in parentheses repre-

sent the units of analysis.

• Communication Record• Dyad 69
• Treatment 1 (low lat/low vert)

ßgyggg "Over the past year our company has bought an average of 90 MS
from S.M.C. (1) We predict demand will be high for Dec. but
year end factors cause us to ask for a lower price. (2) I°d
like 70 units at $l." (3)

Se;;eg: "That is a good quantity but our company has also been averaging
about 90 units a month in sales. (4) How about 70 at $5." (S)

ßgyegs "We could possibly help you out on sales quota by purchasing
90 units, however we need a low price. (6) $1 per unit will
help our effort as well as show you a significant profit." (7)

$g;;eg= "If price is of major concern, I could help you out and sell
you 90 units at $3. (8) Thus you could get more for a sub-
stantially lower price." (9)

Buyeg: "Thank you for your last offer but we cannot accept. (10) Price
being our major concern due to heavy competition in this area,
(11) we would like for you to consider once again 90 units at
$1." (12)
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ggggggg "I can't accept 90 at $1, (13) but I can make you an astonishing
offer of 70 at ss." (14)

Bgyggz "I realize this price may be too low on your scale, but after
reviewing recent research, it seems our best interest would be
to not buy at all. (15) We stand to lose less, but we would
like to make a deal to please our clients. (16) Could you take
$2 per unit for 70 units?" (17)

§a1;eg: "I really can°t accept that offer due to the cost to my company,
the loss would be more than not selling any at all and swal-
lowing my storage costs. (18) To please our companies that we
did in fact do business together I could sell you 50 at $4. (19)

ßgyegz "Once again this would hurt our interest because of the high
price. (20) Since the market for MS is low (which is why we’
need a better price) (21)... We could, in the future, make a
better deal to cover your losses for this month. (22) In the
meantime we can empty your inventory (end of the year tax.) now.
(23) How about 90 at $2. (24)

Sellegt "I'll accept your offer." (25) ‘
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These 25 units were categerized as follows:

Emi; @Ae:.l@@:.21

self-disclosure same xa
+

2 self-disclosure same x +
3 offer same x +
4 self-disclosure same x +
5 offer same x +
6 self-disclosure same x +
7 recommendation same x +
8 se1_f-disclosure * offer x +
9 promise * recommendation x +

10 reward * self-disclosure x +
11 self-disclosure, A same x +
12 command same x +
13 se1f—disc1osure same x +
14 offer _ same x +
15 self-disclosure same x +
16 self-disclosure same x +
17 offer same x +
18 self-disclosure same x +
19 reward * V offer x +
20 self-dlsclosure same x +
21 self-disclosure same x +
22 promise same x +
23 promise * reward x +
24 offer same x +
25 commitment same x +

x = coder 1, + = coder 2
*units involving disagreement between coders

The next step was to count the frequency of each category. In this

way, the proportion of conflictual and cooperative messages could be de-

termined for each condition. Note that the coders may disagree on the

specific category but agree as to whether the message was conflictual or

cooperative. The categories served as guidelines, helping the coders to

determine whether or not the specific unit was conflictual or cooperative.

When content analyzing dyad 69, the coders disagreed over five units,
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however they were in agreement that all of the messages were cooperative.

This circumstance was not atypical, although the coders disagreed over

the appropriate category 206 times, they disagreed over the dominant

sentiment only 3 times. By way of a second example, coder 1 may have coded

a unit as a "threat," while coder 2 decided that it was a "warning" (a

reoccurring disagreement), however, both felt that the unit was a

conflictual assertion.

Since dyad 69 did not provide an example of a conflictual message,

some examples taken from the simulation transcript are as follows:

From dyad 12: I

§gL;gg; "O.K. tight-wad, open your wallet." (command)

From Dyad 16:

Sellegz "Be reasonable." (command)

From dyad 76:

ßggggg "If December 31 rolls around and there isn°t a microscalpel to
be found, do ggg want the b1ame?" (warning)

From dyad 83:

§g;;g;; "Maybe you shouldn°t be such a scrooge." (command)

From dyad 96:

gggggi "Let°s cut out the garbage." (command)

All of the above were decidedly conflictual statements. The next section

focuses on the results of the content analysis.
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QESULTS AND ANAL!§;S

Table 46 presents frequencies, disagreements, and intercoder reli-

ability for each category. The "frequencies" column represents the number

of units each coder associated with that category. The "total" column

represents the total number of units that were placed into that category

regardless of the coder. The "disagreements" column represents the number

of units the coders disagreed on for that particular category. The re-

lationship between these numbers is as followsz

T
2

Where;

* X = frequencies from coder 1

Y = frequencies from coder 2

Z = number of disagreements

The "reliability" column represents the percentage of codings on

which both coders agree for each category:

lei;-Z-= lntcrcodcr Rcliability

Note that reliabilities were lowest for threats and warnings (.63 and .72

respectively); and highest for positive normative appeals, rewards,

self-disclosures, and offers (1.0, .91, .93, and .92 respectively).

Overall reliability when combining all categories was .88. Thus there

was a relatively high degree of convergence between the coders. Since
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TABLE 46

Bargaining Category Frequencies and Reliabilities

FREQUENCIES

CATEGORIES CODER 1 CODER 2 TOTAL DISAGREEMENTS RELIABILITY

Positive
Normative Appeal 6 6 6 0 1.00

Negative _
Normative Appeal 15 17 17 2 .88

Threat 15 16 19 7 .63

Punishment 36 3 1 37 7 . 81

Warning 38 36 43 12 .72.

Promise 41 41 45 8 .82

Reward 52 49 53 5 .91

Recommendat ion 47 50 55 13 . 76

Command 54 56 62 14 .77

Question 153 152 165 25 . 85

Commitment 201 197 215 32 . 85

Se1f—Disc1osure 354 355 368 27 .93

Offer 669 675 699 54 . 92
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the few disagreements between the coders as to whether or not the unit

was conflictual or cooperative were resolved through discussion, a reli-

ability estimate for the dominant sentiment categories was not

computed.1°

Table 46 reveals that approximately 82% of the messages were offers,

self-disclosures, commitments, or questions. Thus, communication re-

flected a willingness to coordinate and was therefore generally cooper-

ative. Most of the negotiations were oriented toward adjusting to the

other°s position rather than aggressive assertions of influence. _

Table 47 presents the frequencies by treatment. This information

is presented for descriptive purposes. In general it is clear that the

frequencies do not cluster in one or two treatments for any of the cate-

gories. Since conflictual and cooperative units are still not distin-

guished, the hypotheses cannot be tested with this information.

Table 48 presents the conflict and cooperation frequencies and pro-

portions. Using the procedures described in Chapter III, these pro-

portions can be used to test the hypotheses. The marginal proportions

will be used to test for main effects and the cell proportions for simple

effects. When using this method, the continuum view of conflict and co-

operation is assumed.

Table 49 presents the rank ordering of the conflict and cooperation

proportions. The observed order is the same result as that obtained in

" Since only the proportion of conflictual and cooperative units were
used to test the hypotheses, disagreements involving specific cate-
gories were not resolved.
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TABLE 48

Conflict and Cooperation Frequencies and Proportions

FREQUENCIES PROPORTIONS

TREATMENT CONFLICT COOPERATION TOTAL CONFLICT COOPERATION

1 34 417 451 .075 .925

2 15 351 366 .041 .949

3 29 418 447 .065 .935

4 30 387 417 .072 .928

‘ Overall 108 1573 1681 .064 .936
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TABLE 49

Hypothesized Versus Observed Proportion Rankings For Conflict and
Cooperation

_Lat
L H

L .075 .041

1 2
Vert

4
H .072

High Low
Hypothesized Order 3 4 1 2
Observed Order 1 4 3 2

Lat
L H

L .925

l
Vert

4
H .928

High Low
Hypothesized Order 2 1 4 3
Observed Order 2 3 4 1
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Chapter IV (when controlling for: a) nothing; b) the six covariates).

In other words, the same interaction effect which was discovered earlier

is present here. This is logically consistent since perceptions of be-

havior and actual behavior should vary concurrently.

The hypothesis testing procedure was as follows:

HYPOTHESIS ONE:

Cooperative Messages

Low 417 + 418 451 + 447

Lateral Conditions
High 351 + 387 366 + 417

nl = .9298 (proportion of cooperative units increased as
nz = .9425 lateral uncertainty increased)

Hypothesis:

H0: nl — nz Z0.

H1: nl - nz < 0

Test Statistic:_

"I ' "2Z - S

= -.0I27
.()l2l)

= -1.058

Decision Rule:

Reject the null hypothesis if Z·score
is greater than:

-1.64 (a = .05)
-1.28 (a = .10)

Decision:

Fail to reject the null hypothesis.

CHAPTER V: RESULTS AND CONTENT ANALYSIS OF THE BARGAINING
SIMULATION COMMUNICATION 245



Thus the main effect for hypothesis one was rejected. This same procedure

was followed for the rest of the main effects and all simple effects.

Table 50 presents the hypothesis testing summary for the content

analysis. Four simple effects were accepted:

lb: As lateral uncertainty increased, cooperation increased for the low ·

vertical conditions.

2b: As lateral uncertainty increased, conflict decreased for the low

vertical conditions.

3c: As vertical uncertainty increased, cooperation decreased for the

high lateral conditions.
”

4c: As vertical uncertainty increased, conflict increased for the high

lateral conditions.

The results of the content analysis were consistent with the results

of the previous chapter. As mentioned above, this makes intuitive sense

since actual behavior and perceptions of that behavior should be posi-

tively correlated. Indeed, if the bargainer sensed the interaction to

be conflictual, it would be consistent that they would a) write more

conflictual messages; and b) rate the bargaining process to be more

conflictual.

The first two simple effects which were accepted here were also ac-

cepted in Chapter IV. The second two simple effects which were accepted

here were in the hypothesized direction in Chapter·IV (not controlling
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for the covariates). The acceptance of these last two simple effects

supports the conceptualization. As vertical uncertainty increased, co-

operation decreased and conflict increased. This was true only for the

high lateral conditions however. This finding implies that in order for

vertical uncertainty to affect the dominant sentiments as hypothesized,

the rest of the environment must also be uncertain.

Accepting the second two simple effects in this chapter can be ex-

plained in terms of an increase in power. Due to the large number of

units, the standard error of the normal approximation became extremely

small. Although a content analysis results in nominal data limiting

procedures that can be used for statistical control, the increased power

as well as the emphasis on subjective interpretation can be considered

advantages.
V

The purpose of this Chapter was to describe the content analytic

system, provide an illustration of the coding procedures, and to retest

the hypotheses. The next Chapter summarizes the dissertation project,

centering on interpretation of findings, contributions, limitations, and

an agenda for future investigations.

CHAPTER V: RESULTS AND CONTENT ANALYSIS OF THE BARGAINING
SIMULATION COMMUNICATION 248



C|jA§T§ß VI : CONQ;.„US;0NS

;NTß0DUC1I0§

As stated in Chapter II, the political economy framework is "organ-

izing," meaning that important variables are arranged in. ways which

produce significant research questions. As such, the framework is con-

sidered a programmatic descriptive model generating concepts and prop-

ositions relating these concepts. Programmatic research is constructed

in accordance with an implicit or explicit research agenda. Thus new

research is a substantive, conceptual, and methodological extension of

past research.

· The criteria for evaluating the contribution of programmatic re-

search may emphasize its relationship to previous research, its specific

attributes, or its potential impact on the field. Drawing on Bagozzi

(198h), Fern, Ozanne, and Yadav (1987) propose that these different

emphases constitute different evaluative approaches. These are termed

the relational, attributional, and dispositional approaches respectively.

A contribution can be constructively evaluated from all three approaches.

However since programmatic research originates from an existing research

stream, a relational criteria is most appropriate and therefore should

be stressed.

In addition to evaluative criteria, all research involves some phe-

nomena of interest, some explanations of the phenomena, and some methods '
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for studying the phenomena (Brinberg and McGrath 1985). Thus the content

of the research can be divided in terms of its substantive, conceptual,

and methodological contributions.

The purpose of this chapter is to conclude the research by tying the

previous chapters together. This will be accomplished by: a) providing

further interpretation and explanation for the significant interaction

(see Table 35); b) evaluating the substantive, conceptual, and

methodological contributions of the research from a relational,

attributional, and dispositional perspective; c) focusing on future ex-

tensions; and d) presenting the limitations. Any conclusions which extend

from the interpretations as presented in this chapter are made given the

following axiom: all empirical knowledge is both pggggbjliggig (since

it is based on induction and therefore cannot lead to certainty) and

ggggiggggg on the conceptual, methodological, and substantive conditions

under which it was obtained (Calder, Phillips, Tybout 1981; Lynch 1982;
l

McGrath and Brinberg 1983). As McGrath and Brinberg state: "this is a

fundamental fact of life which permanently and pervasively limits the

"perfectibility° of scientific knowledge" (1983, p. 116).

OUTQOM; ß;RC;PTION AND TH; DUALISM 0; PERCEIVED

ENVIRONMENTAL UNCERTAINTY

"It is a general human weakness to allow things, uncertain and
unknown, to set us up in hope, or plunge us into fear"

Gaius Julius caesar
(1022 - 44 B.C.)

The discussion section in Chapter IV presents a basic summary and
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interpretation of the empirical findings. The purpose of this section

is to interpret the significant interaction effect in more detail since

this was an unexpected and potentially important result. A secondary

purpose of this section is to state as succinctly as possible, the con-

clusion of this dissertation.

Taken together the hypotheses indicated that the effects of the

critical source of uncertainty would be additive, resulting in a parallel

interaction. This was the case for those subjects who perceived the

outcome to be in their favor. For this group, the means were in the hy-

pothesized direction, and the lateral uncertainty main effect was sig-

nificant. This result, when combined with past research, provides some

empirical evidence that uncertainty affects the dominant sentiments of

the dyad differently, depending upon its critical source. This was im-

portant to establish since research in channels of distribution to date

has emphasized only a positive correlation between perceived uncertainty

and conflict.

For the sample as a whole, and especially for those subjects who

perceived the outcome to not be in their favor (43% of the sample), the

effects were not additive. Since the price-quantity matrices were pri-

vate, subjects could not be sure whether the outcome favored them or their

bargaining partner. These bargainers are therefore labeled as pessimis-

tic in that they were sensitive to the anticipated negative consequences

of their decisions. For the pessimistic bargainer, the critical source

of uncertainty mattered less than the total amount. A moderate degree

of uncertainty led to an increasing willingness to coordinate and thus
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cooperation, no matter what the source. Whereas a high degree of uncer-

tainty seemed to make coordination too difficult, resulting in conflict

and noncooperation.

Looking at Figure 18, as uncertainty increases from the low/low

condition, cooperation increases and conflict decreases. Note that it

does not matter whether uncertainty is perceived in the lateral or ver-

tical environment. As stated in Chapter IV, some uncertainty may be met

with better planning, more coordinated actions, and a higher tolerance

for competition.

Looking at Figure 19, as uncertainty increases from the high/low and

low/high conditions, cooperation decreases and conflict increases. It

seems that uncertainty in both environments results in a situation in

which coordination becomes too difficult. This results in coordination

failure and therefore conflict.

This post hoc interpretation of the significant interaction is con-

sistent with the conceptualization to a degree. Uncertainty may be per-

ceived as a superordinate goal leading to cooperation or as a source of

frustration and tension leading to conflict. For the pessimistic

bargainer, it is not the critical source of uncertainty that determines

how it will affect the dominant sentiments but the amount (see Figure 20).

Why did the critical source of uncertainty not affect the pessimistic

bargainer in the same way that it did the optimistic bargainer? Table

51 presents descriptive statistics controlling for outcome perception.

As stated in Chapter IV, conflict is higher and cooperation lower for

those bargainers who perceived the outcome to not be in their favor. This
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FIGURE 18

Increasing Uncertainty, Decreasing Conflict, and Increasing Cooperation
(Pessimistic Bargainer)
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FIGURE 19

Increasing Uncertainty, Decreesing Cooperation, and Increasing Conflict
(Pessimistic Bargainer)
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Cooperation •

Conflict • '

I O

Low High

· General Percelved Environmental
UncertainLy"

FIGURE 20: Relationship Between the Amount of Uncertainty and the
Dominant Sentiments For the Pessimistic Bargainer

‘”The purpose of this graph is to communicate conceptual
understanding, not define a mathematical function.
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TABLE S1

Descriptive Statistics Controlling For Outcome Perception (For Scoring
Continuous Extraneous Variables, See Table 30 in Chapter 4)

— OUTCOME PERCEPTION

VARIABLE PESSIMISTIC OPTIMISTIC

Role (% Buyers) 51% 49%

Agreement Reached 44% 96%

Sex (% Female) 56% 65%

Motivetional Orientation 6.6 6.4

Risk·Taking 4.4 4.4

Competitive Nature 4.1 4.1

Trusting By Nature 5.3 5.6

Locus of Control 2.9 3.3

Tolerance to Ambiguity 3.5 3.4

Overall Conflict 2.8 2.4

Latent Conflict 3.4 2.8

Perceived Conflict 2.7 2.3

Felt Conflict 2.4 2.1

Cooperation 3.2 3.7
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by itself does not explain why the critical source of uncertainty did not

have the hypothesized effect on the pessimistic group. The only other

significant difference between these two groups was in terms of agreement

reached. Only ß4% of the pessimistic group reached agreement (versus 96%

of the optimistic group). As stated in Chapter IV, controlling for

agreement reached did not produce this same result. This also cannot

account for the difference between the two groups. Clearly, the data

produced by this research cannot answer this question. Further research

is needed in order to adequately account for this difference.

The following dissertation conclusion is based on the conclusions

and interpretations as presented in Chapters IV, V, and VI. As noted in

the introduction to this chapter, it is both probabilistic and contingent

on the experimental conditions under which it was obtained.

uncertainty as perceived in the lateral environment increases
cooperation and decreases conflict among bargainers in a
mixed-motive setting. uncertainty as perceived in the vertical
environment has no affect on the dominant sentiments of
bargainers. The amount of uncertainty as perceived in the ex-
ternal environment as a whole affected the dominant sentiments
of those bargainers who perceived the outcome to not be in their
favor. Here a moderate amount of perceived uncertainty led to
cooperation, but a high amount led to conflict. Thus, perceived
environmental uncertainty affects the dominant sentiments of
bargaining dyads differently, depending upon: al its critical
source, and bl the amount.

goyxglßujgogg

The contributions of this research will be organized and presented

in accordance with the Fern, Ozanne, and Yadav (1987) framework for

evaluating contributions to marketing knowledge. This framework empha-
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sizes the historicity of knowledge production. All research can be

evaluated relative to its past (relational approach), its present

(attributional approach), and its future (dispositional approach).

~Iß§ ß§LAI;0ßAL Aßßß¤AC§

A relational approach emphasizes the connections between the re-

search and its antecedents. This research can be broadly labeled as an

empirical test of conceptual propositions extending from the political

economy framework. Thus, it is contributing to an explicit research

agenda. For programmatic research... "relational criteria might be used

to determine the extent to which the current research adequately ac-

knowledges the conceptual, methodological, and substantive contributions

of prior research" (Fern, Ozanne, and Yadav 1987, p. 12).

Cencegtual Cggtgibutgons

Part of Chapter II traced the historical development of the political

economy framework from its origin in sociology to its current conceptu-

alization. This process resulted in a clear articulation of the research

program (see Figure 4). This was a necessary process in order to pave

the way for empirical testing. Claiming to value empirical justification,

the political economy paradigm is almost entirely conceptual. Clearly,

a productive empirical stream will not develop until researchers agree

on the important concepts and their structure. This research contributed

to this process by providing an interpretation of the research program.
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A fundamental emphasis of the political economy tradition is on the

"network" as the substantive level of analysis. Including the whole field

of relations surrounding an organization emphasizes the complex re-

lationship between a focal dyad and its environment. This emphasis has

encouraged propositions relating types of environments to internal

structures and processes. Achrol, Reve, and Stern proposed in 1983 that

vertical uncertainty would result in conflict and lateral uncertainty in

cooperation. They did not provide however a theoretical explanation as

‘
to why this would be so. Drawing on the work of Sherif, et al. (1961),

Sherif and Sherif (1969), and others, a more detailed explanation was

developed. This can be considered a second contribution (see "intergroup

conflict and cooperation" and "proposed relationships" in Chapter II).

Additional propositions by Achrol, Reve, and Stern (1983) suggest

that vertical uncertainty may underscore the need for coordination. This

indicates that under some circumstances, both lateral and vertical un-

certainty may promote interbargainer cooperation. The post hoc inter-

pretation of the significant interaction provides some ideas when this

might occur and why. This explanation also qualifies this relationship

by explaining when both may lead to conflict. This can be considered a

third contribution to the conceptual relationships outlined by the poli-

tical economy framework.
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ueggogglogical cogtgibutions

As stated in Chapter I, the most important limitations of the poli-

tical economy paradigm relate to the methodological problems: "...the

paradigm specifies many constructs and relationships which are difficult

to capture through conventional tools such as cross-sectional surveys"

(Arndt 1983, p. 52). Thus this research extends the political economy

stream by adding a neglected dimensions: empirical testing. This is

important since the truth content of theory is generally evaluated in

marketing relative to empirical evidence (Hunt 1976).

Measurement of channel conflict has not made alot of progress since

Brown and Day (1981). In addition, Schmidt and Kochan (1972) state that

empirically separating Pondy°s (1967) conflict states may be problematic.

The conflict scale constructed for this research was able to empirically

distinguish between latent, perceived, and felt conflict. This was done

by constructing items measuring perceptions of incompatibility, percep-

tions of interference, and feelings of tension. Since frequency of dis-

agreement may indicate increasing coordination (Dwyer and Oh 1987), the

approach used in this research may be more fruitful.

A third contribution is the application of Angelmar and Stern°s

(1978) content analytic system. This system was constructed to analyze

the messages of Stern, Sternthal, and Craig's (1973) classic article in-

troducing the parasimulation technique. Since the content analytic sys-

tem was proposed 10 years ago, it has received little attention and no

application. Three reasons could explain this: a) content analysis is

extremely tedious; b) semantic categoriration cannot be done with a com-
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U
puter (note that syntactic categorization can be and there are many pro·

grams now available); c) content analysis usually results in nominal data.

As demonstrated in this research, semantic categorization can sense dif-

ferences between treatments. Thus on the basis of these results, it is

a powerful and rigorous technique that deserves more attention and ap-

plication.

gubstagggve cogggibgt ;I,¤ns
u

Two different paradigms in channels research study the "network" as

the level of analysis. These are: the transaction cost approach, and

the political economic approach (Mentzer, Murray, and Gomes 1986).

Transaction cost analysis draws on contract law and economics while pol-

itical economic analysis udraws on contingency theory. Thus these

paradigms could be considered "para1lel" research in that they are

studying the same substantive phenomena but in different ways (Fern,

Ozanne, and Yadav 1987).

This research focused on perceptions of different environments sur-

rounding the focal dyad, thus the network was the substantive level of

analysis. A manipulation check demonstrated that subjects were indeed

perceiving different environments and that these perceptions could be

. manipulated. Thus in terms of substantive content, this research is a

V
consistent extension of the political economic approach. This can be

considered a contribution since it was accomplished in an experimental

setting.
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The attributional approach focuses on a set of attributes or char-

acteristics that a significant research contribution should exhibit

(Fern, Ozanne, and Yadav 1987). Since these attributes have evolved

relative to specific research traditions and are largely the result of

social consensus (Anderson 1983), they are still relational. Even so

there are a number of methodological rules of thumb that are viewed by

the discipline as outside the boundaries of any specific paradigm (e.g.

establishing temporal sequence, reliability, validity, power, appropriate

statistical controls, etc.). Thus this section will focus on

methodological contributions that have not stemmed directly from the

political economy framework.

As stated in Chapter I, according to Brown, Lusch, and Koenig (1984,

p. 27): "environmental uncertainty has not been investigated to a large

extent in the marketing channels literature... thus, there is very little

guidance in developing measures of this construct." The contingency

theory literature can be used as a resource to remedy this situation.

Here the most lasting contribution to uncertainty measurement was made

by Duncan in 1972. It was this research that motivated the construction

of a composite measure of perceived uncertainty that was appropriate for

a bargaining simulation. The lateral and vertical perceived environ-

mental uncertainty scales were demonstrated to be unidimensional and re-

liable (as =.8l, .91 respectively). These scales could be adapted for

use in a free simulation, parasimulation, or sample survey.
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Manipulating statistical variances of supply and demand histories

was an effective way of inducing vertical uncertainty (vertical uncer-

tainty main effect in a univariate ANOVA: P = .0001). Manipulating

statistical variances of industry association predictions was also an

effective way of inducing lateral uncertainty (lateral uncertainty main

effect in a univariate ANOVA: p = .0001). This method of inducing un-

certainty is relatively flexible and could be used in a number of exper-

imental contexts.

Very often cooperation is not measured in channels research. Re-

searchers assume that where there is lack of conflict, there is cooper-

ation. This research assumed that these concepts were distinct, thus a

separate scale was constructed. This scale was demonstrated to be

unidimensional and reliable (a = .90).

In an effort to improve reliable categorization in the content

analysis process, two coders were used. Reliability between the coders

for the 13 categories was .88. Any disagreements between the coders as

to whether or not the specific message was conflictual or cooperative was

settled through discussion. This process of intersubjective certif-

ication increased the credibility of the results.

The results of hypothesis testing in Chapter IV were confirmed with

the results of the content analysis. This was important since finding

convergence between two markedly different methods increases the credi-

bility of the results.
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Finally, research can be evaluated in terms of future or potential

contributions. These include aspects such as the ability to influence

the direction of future research as well as the potential for managerial

applications (Fern, Ozanne, and Yadav 1987). This section will discuss

potential contributions in the three domains. Included in this discussion

will be future extensions, managerial applications, and contributions to

evaluative procedures.

gogcggtgag gggtgibgqggs

As noted in Chapter II, researchers writing in the channel conflict

field are divided as to whether conflict and cooperation are two dimen-

sions of the same construct or are separate and distinct. Looking only

at that group which did not reach agreement, as vertical uncertainty in-

creased, conflict ang cooperation increased. This result provides some

empirical evidence that conflict and cooperation do not always vary in-

versely. Thus in the future, these concepts should be defined and meas-

ured as if they were separate constructs.
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ßgtnodologicalcggggibgggongThe

beginning of Chapter III (see "methods used to evaluate channel

theories" and "types of organizational experiments") linked different

sets of aims to different methodological approaches. This was important

to discuss since aims justify the methods and methods exhibit

realizability to aims (Laudan 1984). These sections were used to justify

the choice of methods used in this research as well as to encourage a

methodological pluralism in the channels field. As Dwyer and Krieger

state: "...no single method provides the definitive test of theory"

(1983, p. 165). Reputation and custom have relegated the field survey

to a position of "meat and potatoes" in channels research (Dwyer and

Krieger 1983, p. 168). Yet much of the channels literature is highly

theoretical (the implication here is that the method may not exhibit

realizability to the aim). Thus the channels field should encourage and

reward future research using free simulations, parasimulations, bargain-

ing simulations, field experiments, sample surveys, case histories, par-

ticipant observations, integrative reviews, and conceptual pieces.

According to McGrath and Brinberg (1983, p. 122) validity as

robustness in the follow-up stage involves three questions:

1) If the study were repeated exactly, would the same findings
occur?

2) If the same study were done again, but with systematic
Variations on one or more facets of one or more of the do-
mains, would the initial findings be robust over thoseVariations? .

3) Under what conditions - that is, for what variations in what
facets in each of the domains — will the findings not hold?

The first extension of this study will be to repeat it exactly to see if
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the same findings occur. A replication requires that the ”sameness"

constraint be relaxed for at least one of the facets of concepts, methods,

or events. Thus this study will be repeated on a different sample in a

different geographic region (MBA students in the Pacific Northwest).

The second extension will involve a systematic variation in the

methodological domain. Here the conceptualization will first be updated

based on the results from the first two studies. Then the design and

instruments will be modified appropriately for a correlational study.

Actual channel managers will then be sampled by a survey technique.
A

Looking back at the political economy program (see Figure 4), this

same procedure (3 empirical studies) can be used for all four fundamental

conceptual relationships. These twelve studies can be considered the

first phase in the political economy research agenda.

Qubsgagggye Cggtgigutggng

A fundamental contribution of the political economy approach to

marketing channels is the emphasis on the total social environment sur-

rounding a focal dyad. Future channels research will undoubtedly use the

network as the theoretical level of analysis or at least acknowledge the

important influence of the external environment.

Managerial applications should be de-emphasized until the completion

of the first phase of the political economy research agenda. In order

to produce knowledge that can be generalized to a variety of social con-

texts, a great deal of basic research needs to be completed. Before ap-

plications can become useful, McGrath and Brinberg's (1983) third
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question above needs to have an adequate answer. This should not imply

that managers cannot develop a better understanding of the social systems

they are participating in by reading this research. It suggests only that

this research is not far enough along to.form policies for general deci-

sion making under uncertainty.

goggributigg Io ggaluatgvg ggocedugeg

This research provides the first systematic application of the Fern,

Ozanne, and Yadav (1987) framework. Thus it demonstrates theusefulnessof

the approach for evaluating programmatic research. A direct applica-

tion of the model also reveals potential problems with the framework.‘“

The strength of this framework is that research at different stages

of development can be evaluated by a different approach. For example,

it might be most appropriate to evaluate a Fishbein application with a

relational approach; an article on reliabllity (e.g. Peter 1979) with an

attributional approach; and an article applying interpretive sociology

to product symbolism with a dispositional approach."

"
For example, assuming that axiological assumptions cannot be removed
from the conceptual and substantive domains, it is difficult to use
the attributional approach without resorting to moral arguments.
Clearly, an attributional approach removes any assumption of
relativism.

" It should be acknowledged that this is exactly their point.
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;,;MI1AT;0NS

Buyer-seller relationships are often defined on the basis of

situational and processual characteristics. This approach recognizes two

different types of dyadic interaction: "discrete transactions" and "re-

lational exchange" (Arndt 1979; Macneil 1980; Dwyer, Schurr, and Oh 1987).

Discrete transactions are characterized by limited communications and

narrow content (Dwyer, Schurr, and Oh 1987). The archetype of a discrete

transaction is manifested by money on one side and an easily measured

commodity on the other (Macneil 1980).

Unlike discrete transactions, relational exchange transpires over

time. Here each transaction is viewed in terms of its history and future.

Relational aspects of negotiation start to appear when:

...dependence is prolonged, performance is less obvious, un-
certainty leads to deeper communication, the rudiments of co-
operative planning and anticipation of conflict arise, and
expectations of trustworthiness may be cued by personal char-
acteristics (Dwyer, Schurr, and Oh 1987, p. 12).

Transactions between boundary persons in actual channels are proba-

bly characterized by relational exchange. Although the simulated trans-

actions of this research had some relational properties, these exchanges

are considered "practically discrete."" One could argue that vertical

and lateral perceived environmental uncertainty will affect dyadic sen-

timents differently depending upon whether or not the exchange is discrete

"
Table 1 in Dwyer, Schurr, and Oh (1987, p. 13) provides a useful
checklist for discrete vs relational exchange. Using this table as
a criteria, it is clear that most bargaining simulations produce
discrete transactions.
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or relational. Thus the results of this research should not be used to

draw conclusions about relational exchange. This is a limitation.

The conceptualization of this research is based on two assumptions.

The first is that vertical uncertainty will affect dyad members differ-

ently. This assumption is based on the following rationale:

Uncertainty as perceived in the output sector will affect the
buyer directly, and the seller indirectly, as mediated by the
strategic actions of the buyer. Uncertainty as perceived in
the input sector will affect the seller directly, and the buyer
indirectly, as mediated by the strategic actions of the seller.
Since the buyer and seller are motivated by self interest,
vertical uncertainty will probably affect them differently.

The second assumption is that lateral uncertainty will affect dyad members

similarly. The rationale:

Uncertainty as perceived in the lateral environment will affect
both members of the dyad directly. Since this uncertainty is
not mediated by self—interest, it will probably affect the
buyer and seller similarly.

Thus lateral uncertainty becomes an environmental threat which unites

dyad members while vertical uncertainty becomes an environmental threat

highlighting opposing interests. When these two assumptions are combined

with existing research, it is a logical step to hypothesize that vertical

uncertainty will result in conflict and that lateral uncertainty will

result in cooperation.

However, if dyad members react strategically in a compatible way to

the vertical uncertainty, their actions will be easily coordinated. This

will remove the latent conflict (underlying incompatibility). Given this
‘

scenario, there is no reason to expect high vertical uncertainty to result

in conflict. This could be one possible explanation why vertical uncer-

tainty did not have the hypothesized effects. Clearly, the impact of
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vertical uncertainty on dyadic sentiments is more complex than what was
·

assumed and hypothesized in this research. This is a second limitation.

The experimental design of this research was able to investigate only °

the varying effects of vertical and lateral uncertainty. Thus it could

not evaluate the effects of all combinations of input, output, lateral

as perceived by buyer, and lateral as perceived by seller uncertainty.

This would demand a 2 x 2 x 2 x 2 fully-crossed factorial design. Since

these combinations are both relevant and interesting, this can be con-

sidered a third limitation.

These limitations result from the nature of organizational exper-

iments (e.g. in an effort to increase internal validity, some realism is

lost), the newness of the research tradition, and practical consider-

ations (e.g., limited resources). They should not be viewed as problems

which transcend time but as opportunities to move channels research for-

ward.

CAP§ION§

This dissertation investigated the relationship between vertical and

lateral perceived environmental uncertainty and the dominant sentiments

of marketing channel dyads. The first chapter presented a statement of

the problem, research questions, and an introductory summary of the con-

ceptualization and methodology. Chapter two presented a detailed analy-

sis of the political economy paradigm, culminating in a series of research

hypotheses. The third chapter presented the experimental procedures
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which were used to empirically test the research hypotheses. Chapters

four and five presented the empirical results.

This chapter presented further interpretation and discussion, con-

tributions, future extensions, and limitations. Its purpose was to put

the individual summaries of chapters four and five back into the context

of the research stream. From the perspective of this particular piece

of research, this chapter represents the uppermost stone of a structure.

However, from the perspective of the political economy framework, this

piece of research, along with others, represents the ground breaking.
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APPEND;x A

Integrative Review of Political Economy Literaturen

n Note that Ruß, Mokwa, and Shapiro (1986) was not included in this
review since this article was not applied directly to channels. Also,
Dwyer, Oh, and Hoelter (1986) was not included in the review since
this article is still under review.
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Definitions of Key Concepts in The Political Economy
Framework (Stern and Reve 1980, pgs. 61-62)
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Zg1j;jgg1_gggggmy - collectivity comprised of an economic system (econ-
omy) and a sociopolitical system (polity) which jointly influence col-
lective behavior and performance.

the internal structuring and functioning of
an organized collectivity (e.g., marketing channel) analyzed in terms of
an internal economy and an internal polity and their interactions.

the task environment of an organized
collectivity (e.g., marketing channel) analyzed in terms of an external
economy and an external polity and their interactions.

the internal economic allocation system analyzed in
terms of the internal economic structure and processes.

1g;g;¤gl_gg1j;g · the internal sociopolitical allocation system analyzed
in terms of the internal sociopolitical structure and processes.

E;;g;¤g1__gggngmy - the economic task environment of an organized
collectivity (e.g., marketing channel) described by the nature of its
vertical (input and output) and horizontal markets.

E;;g;3gl_ggli;g - the sociopolitical task environment of an organized
collectivity (e.g., marketing channel) described by the distribution and
use of power resources among external actors and their prevailing senti-
ments.

the economic arrangements or transactional
form within an organized collectivity (e.g., marketing channel) set up
to complete internal exchanges.

- the decision making processes within an
organized collectivity (e.g., marketing channel which determine the terms
of trade and the division of labor functions, and activities among the
internal actors.

the pattern ef pewer/dependenee re-
lations within an organized collectivity (e.g., marketing channel).

the dominant sentiments and behaviors
which characterize the interactions between actors within an organized
collectivity (e.g., marketing channel).

internal economic arrangements ranging from markets
to hierarchies (e.g., vertical integration).

internal collective choice processes ranging
from impersonal determination of terms of trade through the price mech-
anism, through bargaining processes, to centralized planning processes.
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- internal power/dependence pattern ranging
from minimal power (low dependence), through mixed power constellations
of balanced and imbalanced power (mutual dependence), to centralized
power (unilateral dependence).

— internal sentiments and behaviors of
cooperation and functional or dysfunctional conflict characterizing
internal exchange, ranging from minimal cooperation, high dysfunctional
conflict to maximal cooperation, functional conflict.
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Integrative Review of the Perceived Environmental
Uncertainty Literature
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°

Integrative Review of the Channel
Conflict Literature"

“
Since this literature is quite extensive, the following review pro-
vides only a sample from 1968 to 1985.
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Green, Gross, and Robinson (1967)

Mixed·motive bargaining game; "In bargaining games each participant can
gain by agreeing on an action whose outcome is mutually preferred to other
possible outcomes in the absence of agreement" (374).

Quasi·Latin square design.

Ixns.¤.LD1¤s1

Two individual players.

The participants were 24 male Wharton School of Finance and Commerce
graduate students.

In order to receive a monetary payoff, members of the bargaining dyad had
to agree on how a joint payoff should be split.

Duopoly

Written messages with the experimenters acting as messengers, the iden-
tity of each subject°s opponent was not given.

Hncerxaintx

Low vertical environmental uncertainty; "...each player knew what the
other player would be paid in the absence of agreement, and furthermore,
the total amount negotiab1e" (p. 375).
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Cummings and Harnett (1969)

Simulated bilateral monopoly utilizing a three-position bargaining chain.

Six dependent measures were taken on four conditions. Results were then
compared (t·tests).

1'1¤.u:z.£.Dx¤s1

Triadic bargaining paradigm: "A" bargained with "B" and with "C" (two
dyads), with communication permitted between "B" and "C" under one of the
experimental conditions. Bargainers "B" and "C" were symmetrical to one
another with respect to their relationship with "A".

Participants were 138 male, undergraduate business school students.

·

The task consisted of Bargainer "A" negotiating with Bargainers "B" and
"C" a single price-quantity agreement. "The structure of the payoff ma-
trices was designed to present a conflict of interest between Bargainer
°A' and Bargainers 'B° and 'C'. In general, Bargainer °A' preferred low
prices while °B' and °C° preferred high prices" (p. 487).

Symmetric bargaining system: "Symmetry is defined in this study through
establishing Bargainers °B' and 'C' as equals in terms of information and
communication availability as well as in terms of availability as well
as in terms of availability of the terminal bid in a series of offers and
counter offers with Bargainer 'A'; that is, the symmetry relates to the
relation between Bargainers °B' and 'C'" (p. 486).

Written messages with the experimenters acting as messengers, the iden-
tity of each subjects' opponent was not given. Under one experimental
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condition, "B" and "C" were allowed to exchange information freely, under
another, exchange of information was restricted.

Llnmrtainu

Under condition 1, "A" was given complete information (low vertical en-
vironmental uncertainty), "B" and "C" were furnished with only their own
profit tables (high vertical environmental uncertainty).

Under condition 2, all three members of the bargaining simulation were
furnished with complete information (they each had a copy of each other's
bargaining tables).

<note: "information" was defined as the amount of knowledge a bargainer
has about the reward structure of his opponents (p. 486). "Uncertainty"
was not defined as an independent variable and conflict/cooperation were
not used as dependent variables.>
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Walker (1971)

Mixed-motive bargaining game; "A triadic structure was employed with a
monopolist manufacturer negotiating simultaneously with two competing
retailers" (p. 195).

Paired difference tests (t-tests)

I:m.Le£.D1¤d

One individual "manufacturer" versus one or two individual "retailers."

The participants were 72 undergraduate business students.

Each bargainer was given a profit matrix showing every possible combina-
tion of price and quantity (about 90 combinations). Matrix provided a
range of possible agreements which were profitable for both members of
the dyad, however it was designed so that each bargainer and different
preferences.

Monopolistic manufacturer negotiating simultaneously with two competing
retailers. Unbalanced power situation, retailers were not allowed to
communicate in order to inhibit coalition formation.

Written communication; identities were not given; communication was re- ·
stricted to the selection of standard messages, "these messages reflected
two major content categories: (1) demanding - threatening, and (2) co-
operative."

Llnssrxaintt
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High vertical environmental uncertainty; "all bargainers were given in-
complete information concerning the economic parameters of the situation"
(p. 195).
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Mathews, Wilson, and Monoky (1972)

Two-person, non•zero-sum, mixed motive "prisoner°s dilemma" game. Here
a person attempts to attain some goal(s) in which success is dependent
upon his/her strategy and that of the other individual.

Conflict/Cooperation was crossed with similarity/dissimilarity, producing
a 2 x 2 table of frequency data (chi-square tests).

1‘1m.¤f.D1¤d

Individual buyers and sellers.

Participants were 300 undergraduate business majors recruited from ·
classes in basic marketing.

'

Subjects were instructed to maximize payoffs in a mixed motive situation,
negotiations were based on price-quantity matrices.

Buyer-seller dyad: ”The buyer°s only source of supply was the seller
currently calling on him, and purchase was not deferrab1e" (p. 103).

Written communications

Llnsaztainu

High vertical environmental uncertainty; effect of other party°s decision
on own payoff was not made explicit.

APPENDIX E 325



Stern, Sternthal, Craig (1973)

Mixed—motive parasimulation; "the design employed falls somewhere between
a straight forward simulation and a game (e.g., prisoner's di1emma)" (p.
171).

Means of 3 groups were compared across 23 items measuring conflict and
cooperation (ANOVA).

I1¤s..¤.£.D1¤s1 ·

Salesman versus purchasing agent, each representing a small group which
was designed to be analogous to a firm.

‘
The participants were 282 subjects recruited from graduate and under-
graduate classes in business administration at the Ohio State University.

*Salesman and purchasing agent were to bargain for a limited time period
over a 6 x S price/quantity matrix. Naturally profitable points varied
for the low versus high conflict inductions.

"One group was randomly assigned to assume the role of Surgical Manufac-
turing Company, a fictitious producer of microscalpels and other hospital
instruments, while the other group was to represent Wholesale Hospital
Supply Company, Surgica1's sole distributor in a defined geographical
territory" (p. 171).

"Each firm was required to allocate group members among three available
organizational positions (marketing manager, marketing analyst, and
salesman or purchasing agent)" (p. 171).
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Written communication, groups were assigned to separate cubicles, exper-
imenter served as messenger.

Hnsaxxaintx

High vertical perceived environmental uncertainty; "information was to
be considered 'private and proprietary.' No information concerning the”
other firms profit position was made available" (p. 172).

(note: the article hypothesizes that exchange-of-persons programs, as
uncertainty absorbing mechanisms may promote understanding and therefore
decrease conflict. Thus, the exchange-of-persons induction, could be
considered a low vertical perceived environmental uncertainty induction).
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Pruitt and Lewis (1975)

Simulated, mixed-motive negotiation task.

Experiment I: 2 x 2 x 2 factorial between-subjects design.

Experiment II: 2 x 2 factorial between-subjects design.

Ix¤.¤J.£.D1¤d

Individual buyers and sellers.
‘

Participants were psychology students (undergraduates) from the State
University of New York at Buffalo.

Buyer and seller negotiated to agree on prices for three commodities.
"The buyer could gain his highest profits on iron and the seller on coal,
so that mutually profitable trade-offs could be negotiated if the buyer
made heavy concessions on coal and the seller on iron" (p. 623).

General bilateral negotiations, not necessarily assumed to be analogous
to an industrial context.

Face-to-face, verbal communications; under one condition, shared infor-
mation had to be truthful; under another condition, shared information
was free, thus subjects could bluff with respect to their profit sheet.
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Level of vertical environmental uncertainty cannot be inferred since
communication was not restricted. Other party's payoff table was unknown.
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Dwyer and Walker (1981)

Mixed·motive bargaining game; A bilateral and a triadic structure was
employed with a monopolistic manufacturer negotiating with one or two
retailers.

Within·subject design; paired difference tests (t·tests).

Ix12s.9f.Dxad

Two bargaining groups: dyadic (manufacturer·retailer), and triadic
(manufacturer--two retailers).

Participants were 36 male MBA students,

°

Payoff tables meeting the requirements of a mixed motive game. Each
bargainers payoff table showed his profit for every possible combination
of price, quantity, and functions (500 combinations).

Condition I: Symmetrical distribution of power, bilateral monopolistic
structure involving one manufacturer and one retailer.

Condition II: Asymmetrical distribution of power, triadic structure in-
volving a monopolistic manufacturer negotiating with two competing
retailers.

Written comunication; identities were not given; communication was re-
stricted to the selection of standard messages, these messages reflected
three major content categories: (1) demanding-threatening, (2) cooper-
ative, (3) submissive-yielding.
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Haaezxaintx

Low vertical environmental uncertainty, "...in order to control the ef-
fects of information, all bargainers were given copies of their partner°s
payoff tables as well as their own" (p. 107).
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Schurr and Ozanne (1984)

Mixed-motive, computerized bargaining game (programmed opponent).

Fully crossed 2 x 2 factorial between-subjects design.

I¤.a4f.D1asl
Subjects, in the role of industrial buyers, bargained with two programmed
opponents: a current supplier and a new vendor.

Participants were 103 MBA students.

Bargaining task utilized mixed·motive payoff tables; buyers made conces•
sions by gradually offering to pay higher prices; sellers, in turn, made
concessions by gradually offering to accept lower prices.

"The subjects played the role of newly assigned purchasing agents for
custom·designed, high—tech plugs, sockets, and cable, the negotiated
°items.' Only two vendors were qualified to supply these items: a current
supplier and a new vendor. The plugs, sockets, and cable had to be pur-
chased from the same vendor, with price for each item being the negotiable
issues. Both suppliers were described as having alternative buyers for
their products" (p. 8).

"Subjects communicated with both suppliers via an interactive telecommu·
nications system programmed on an Apple microcomputer. subjects could
select messages and prices, send proposals, and receive replies using this
system" (p. 8).
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Hnsazxainsi
High vertical perceived environmental uncertainty: "Buyers did not see
the sel1er°s tables at any time."
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Eliashberg, et al. (1986)

marketing channel mixed-motive negotiation simulation; "Channels of dis-
tribution confonm to the common °image' of the generalized bargaining
problem addressed by developers of the theories, that is bargainers need
to reach some mutually acceptable settlement but also wish to settle on
terms favorable to themselves" (p. 101).

2 x 2 fully crossed factorial, between-subjects design.

T1¤.e..¤.£.D1¤si ·

"In each session, one person was assigned randomly to the role of °sales
manager' for a manufacturer of ski caps and the other to the role of
°buyer° for a retailing firm" (p. 103).

°

56 executives and 140 MBA students participated in the study. Executives
were paired with executives and students with students.

Subjects were told they would negotiate the price to be paid for the ski
caps and the quantity to be shipped using a 9 x 5 price-quantity matrix.

"Both the retailing and the manufacturing firms were said to be major
companies. Both were described as having been in business for a number
of years and being roughly equal in size, financial performance, stabil-
ity, and profitability. This description was necessary to make certain
the participants did not attribute unequal situational power to the firms
at the outset" (p. 103).

__ Face·to-face, verbal communication, "communication between the parties
was not restricted during the course of negotiation" (p. 104).
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Hnssxtainu

Full information condition: both matrices were given to each dyad member
(low vertical perceived environmental uncertainty).

Partial information condition: the matrices were private (high vertical _
perceived environmental uncertainty).

Note: Since the authors did not restrict information exchange during the
actual negotiations, it is not clear what level of vertical uncertainty
existed dygjgg the actual negotiations.
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McAlister, Bazerman, and Fader (1986)

Marketing channel mixed-motive negotiation simulation; emphasizing com-
petition in a free market between buyers and sellers.

Four negotiator conditions (buyer vs. seller, constrained vs. uncon-
strained) were nested within each of the four market conditions producing
16 possible cell assignments.

H¤.u.f.D1¤¤

Individual buyers (retail stores) negotiated with individual sellers
(manufacturers of refrigerators).

Participants were 120 MIT Sloan School master's students.

Subjects were instructed to maximize payoffs in a mixed motive situation,
negotiations were based on a profit schedule showing nine levels for each
of three factors. Levels were labeled A through I, subjects could propose
only three-letter deals.

Free market negotiations: "The logistics of the market required buyers
and sellers to make contact at the front of the classroom and then proceed
to the °bargaining° area to engage in the actual negotiation. Ocean
agreement was reached, a °transaction form' was completed, which identi-
fied the buyer and seller and the delivery, discount, and financing terms
agreed upon... after jointly turning in the form, the buyer and seller
were free to return to the °meeting° area to make contact for another
transaction. This cyclical process continued until the end of the
30-minute market session" (p. 231).
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Face-to-face, verbal communication.

Slnsartaintx

Negotiations began with high vertical environmental uncertainty; however,
authors did not restrict information exchange during the actual negoti-
ations, thus it is not clear what level of vertical uncertainty existed
during the negotiations. ·

‘
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Buya1:°s and Selle:°s Price-Quantity Matricas
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BUYER'S COST TABLE

PRICE

$ 1 $ 2 S 3 $ 4 $ 5

10 units $100 $150 $200 $250 $300

30 units $150 $200 $250 $300 $350
Quantity
Purchased
(micro- S0 units $190 $240 $290 $340 $390
scalpels)70

units $220 $270 $320 $370 $420

90 units $240 $290 $340 $390 $440

Recall:

As a buyer for the Wholesale Hospital Supply Company, you will be
_ rewarded only if you are able to lower the costs associated with the ne-

g¤¤i¤¤ed
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SELLER'S COST TABLE

v
PRICE

$ 1 $ 2 $ 3 $
‘•

$ 5

10 units $440 $390 $340 $290 $240

30 units $420 $370 $320 $270 $220
QuantitySold

(micro- 50 units $390 $340 $290 $240 $190
scalpels)70

units $350 $300 $250 $200 $150

90 units $300 $250 $200 $150 $100

Recall:

As a seller for the Surgical Manufacturing Company, you will be re-
warded only if you are able to lower the costs associated with the nego-
tiatad¤r¤¤s¤¤1=i¤¤-APPENDIX

F 340



Operational Definitions of Categories From Angelmar
and Stern's (1978) Content Analytic System
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1. Promise · A statement in which the source indicates his intention to
provide the target with a reinforcing consequence which source an•

ticipates target will evaluate as pleasant, positive, or rewarding.

2. Threat · Same as promise, except that the reinforcing consequences
are thought to be noxious, unpleasant, or punishing.

3. Recommendation — A statement in which the source predicts that a
pleasant environmental consequence will occur to the target. Its
occurrence is not under the source°s control.

4. Warning - Same as recommendation, except that the consequences are
thought to be unpleasant.

S. Reward - A statement by the source that is thought to create pleasant
consequences for the target.

6. Punishment · Same as reward, except that the consequences are thought
to be unpleasant.

7. Positive normative appeal - A statement in which the source indicates
that the target°s past, present, or future behavior was or will be
in conformity with social norms. ·

8. Negative normative appeal - Same as positive normative appeal, except
that the target°s behavior is in violation of social norms.

9. Commitment · A statement by the source to the effect that its future
bids will not go below or above a certain level.

10. Self·Disc1osure • A statement in which the source reveals information
about itself.

11. Question - A statement in which the source asks the target to reveal
information about itself.

12. Command • A statement in which the source suggests that the target
perform a certain behavior.

13. Offer • A statement which indicates a preferred price and quantity. _,
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List of Instruments Needed For The
Dyadic Negotiation Simulation
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eßävh THER.BPAMPUNCOUEGEOFBUSNEB“
ii

VIRGINIA POLYTECHNIC INSTITUTE AND STATE UNIVERSI'I'Y

Department of Market ing
Bl“bb”·g’ V"g”““ 24061

Dear Participant:

Thank you for volunteering to partlcipate in this research. Since you
are currently enrolled in an upper division business course, the topic
of this study will be somewhat familiar to you. We hope you will find
it to be an interesting and relevant experience.

The purpose of this research is to investigate how social and economic
factors affect the bargainlng process. This will be done by constructing
a simulation in which participants negotiate over the purchase or sale
of microscalpels. This activity will take place in a specific social
context, as outlined by a scenario.

Dnriug the simulation, it is important that you make decisions using

only the information that is provided. Also, it is important that you
play your role by acting in a manner that fits with the objectives for
that role.

Keep in mind that you will not be evaluated in any way during the sim-

ulation, there are no right or wrong answers. Your responses will be
kept strictly confidential.

In conclusion, it is necessary that you understand every aspect of the

simulation. Please concentrate, listen carefully, and study all written
materials along the way. lf you have any questions, please ask them

at anytlme.
J , 7/./ j /1 ·/
Ä

' */

V,JeffB. Murray
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A Baggaining Simulation: Instructions To The Buyer

For the next hour and a half you will be participating in a bargaining simulation. During
the simulation you will be asked to take the following role: a buyer of microscalpels repres-
entlng the Wholesale Hospital Supply Company. A 'microscalpel" is a small, light, very sharp,
straight knife used by surgeons. lt will be your job to buy microscalpels from a seller re-
presenting the Surgical Manufacturing Company. Eventually, the microscalpels your lirm buys
will be distributed to hospitals and retailers in your geographic territory. The Wholesale
Hospital Supply Company and the Surgical Manufacturing Company have both been in busi-
ness for a number of years. are stable, and reasonably prolitable, Both lirms are equal in
size, performance, and power (e.g,, number of employees. stock price, return on investment,
social influence etc.),

For the purposes of the simulation, it is important that you take your assigned role seri-
ously and that you act in a manner that üts with the position you hold. ln other words. assume

_ that the results you achieve will have signiticant effects on your hrm’s proütability for this
month.

This bargaining simulation will consist of several short phases. tn order to acquaint you
with the bargaining process, the first phase involves a short 'warm-up' negotiatlon using a
price-quantity table similar to the one shown below.

Buyer's Costs

Price

$1 $2 $3

. •¤ EIIIEIEI
0¤=¤¤“v

20¤¤ IEIIEI $20
Note that the numbers inside the table represent 'costs' accrued at that particular price and
quantity. For example, if you negoliate to purchase 20 microscalpels at $2 apiece. total
transaction costs (including invenlory-carrying, sales/force management, transportation, etc.)
will be $50. Notice that as price increases. costs lend to increase since it will be harder for
you to sell a more expensive product. Also. as quantity purchased increases. costs tend to
increase because of inventory-carrying costs. As a buyer for the Wholesale Hospital Supply
Company, you will be rewarded only if you are able to lower the costs associated with the
negotlated transaction. Thus your only motivation duripgvpargaining is to lower costs for
yourself.

While bargaining, please use only the price and quantity options provided in your table,
All communication during the simulation will be written (using the memo pad provided). As
the buyer, you will begin the bargaining process by making an offer of a price you would like
to pay and a quantity you would like to receive. The seller will respond to your offer by ac-
cepting it or by making a counter-offer. Feel free lo conimunicale openly-write whatever you
feel is appropriate fo your bargaming partner. The warm-up phase will continue until agree-
ment is reached or the len minute time limit has elapseil. Keep in mind that you don’t have
to reach agreement.

The second phase of the simulation will be similar to the warm—up. However. in this
phase you will work with a more elaborate price-quantity table, as well as a scenario clari-
fying the social context. The third and llnal phase of the simulation will involve asking you
about some of your perceptions ol the bargaining process.

After you have completed and understand these instructions. please wait for the exper-
imenter to initiate the warm-up session. We are looking forward to your participation in this
simulation. We hope you will find it an exciting and interesting experience.
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A Baggaining Simulation: Instructions To The Seller

For the next hour and half you will be partieipating in a bargaining simulation. During
the simulation you will be asked to take the following role: a seller of microscalgels regres-
enting the Surgical Manufacturing Comgany. A “microscalpel" is a small. light. very sharp,
straight knife used by surgeons. lt will be your job to sell microscalpels to a buyer repres-
enting the Wholesale Hospital Supply Company. Eventually. the microscalpels your firm sells
will be distributed to hospitals and retailers in your geographie terrilory. The Surgical Manu-
facturing Company and the Wholesale Hospital Supply Company have both been in business
for a number of years, are stable. and reasonably prohlable. Both firms are equal in size.
performance. and power (e.g., number of employees. stock price. return on investment, social
influence, etc.).

For the purposes of the simulation. it is important that you take your assigned role seri-
ously and that you act in a manner that üts with the position you hold. ln other words, assume

. that the results you achieve will have signihcant effects on your lirm’s profitability for thismonth. _
This bargaining simulation will consist of several short phases. In order to acquaint you

with the bargaining process, the first phase involves a short 'warm-up' negotiation using a
price-quantily table similar to the one shown below.

‘

Seller's Costs
° Price

$1 $2 $3

~0 IEIEEIIEII
0¤=·¤•itv 20 @®IZEI 2

¤¤ EHEIM
Note that the numbers inside the table represenl 'costs‘ aeerued at that particular price and
quantily. For example, if you negotiate to sell 20 microscalpels at $2 apieee. total transaction
costs (including inventory-carrying, sales force management. transportation. etc.) will be $50.
Notice that as price increases. costs tend lo decrease. this assumes the normal upwardly
stoping supply curve. Also. as quantily sold increases. costs tend to decrease because of
lower inventory-carrylng costs. As a seller for the Surgical Manufacturing Company, you will
be rewarded only if you are able to lower the costs associated with the negotiated transaction.
Thus your only motivation during bargaining Lsjg_j_¢.Lw;eg_cost_s_lgr_yours;al

‘

While bargaining, please use only the price and quantily options provided in your table.
All communication during the simulation will be written (using the memo pad provided). As
the seller. you will respond to the buyer's ürst offer by accepting it. or by making a counter-
offer of a price you would like Io receive and a quantily you would like to sell. lf you make a
counter—offer. the buyer will respond by accepting it or by making another counter-offer. Feel
free to communicate openly—write whatever you feel is appropriate lo your bargaining part-
ner. The warm·up phase will continue until agreement is reached or the ten minute time limit
has etapsed. Keep in mind that you don’l have to reach agreement.

The second phase of the simulation will be similar to the warm-up. However in this
phase you will work with a more elaborate price-quantily table. as well as a scenario clari-
fying the social context. The third and hnal phase of the simulation will involve asking you
about some of your perceptions of the bargaining process.

After you have completed and understand these instructions. please wait for the exper-
imenter to initiate the warm-up session. We are looking forward to your participation in this
simulation. We hope you will find it an exciting and interesting experience.
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Buyer’s Cost Table

Price

$1 $2 $3 $4

10 $30 $40 $50 $60

Quantity 30 $40 $50 $60 $70
Purchased

· (micro- 50 $50 $60 $70 $80
scalpelsl

70 $60 $70 $80 $90

Recall:

As a buyer for the Wholesale Hospital Supply Company, you will be rewarded only if you
are able to lower costs associated with the negotiated transaction. Qius your only motivation
during bargaining is to lower costs for yourself.
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Seller’s Cost Table

Price

$1 $2 $3 $4

lu $90 $80 $70 $60

Quantity 30 $80 $70 $60 $50
Sold‘ (micro- 50 $70 $60 $50 $40
scalpels) _

70 $60 $50 $40 $30

Recall:

As a seller for the Surgical Manufacturing Company, you will he rewarded only if you
are able to lower the costs associated with the negotiated transaction. Thus ygur only moti-
vatlon during bargaining is to lower costs fclygurself.
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A Bargaining Simulation: Further Instructions

You have now completcd the wann·up exercise and should understand how to bargain using
the pnce··quantity tables. lt is time to move on to the second phase of the simulation.

ln this phase you will receive a more elaborate price--quantity table. Also, you will be asked
to read a short scenario delining the social and economic context in which bargaining will take
place. 'lhe scenanos describe social and economic conditions which need to be taken into account
wlule bargaining. Just as in an mtual decision making situation, there will not be a clear and ob-
vious response to the information that is contained in the scenario. lt is possible however to act
in a way which will minimize any potential problems the social and ecouomii: environments (sce-
nano) may pose. 'l'hus, please carefully consider and use the inlonnation contained in the scenario
to develop an appropriate strategy before bargaining. As you read and analyze the scenario, it may
be helpful to refer to the following diagram:

Supply

Seller Surgical Manufacturing
Company

Buyer Wholesale llospital Supply
Company

l)cmand

You will lie given I5 minutes to study carefully the wenario as well as your new price--
quantity table. After this I5 minute time period, bargaining will begin.

During this phase you will lie assigned the same role (buyer or seller) that you had in the
wann·up cxerciw. All communication will again be written and the buyer will start the negotiation
by making an offer ofa price und quantity. 'l'he seller may respond to the buyer's olfer by accepting
it, or hy making a counter olfer. Again, we would like to remind you to feel welcome to commu-
nicate frcely and opeuly·-write whatever you feel is appropriate to your bargaining partner.

llargaining will continue until agreement is rcached ur the 20 minute time limit has elapsed.
tlucc again, your only motivation is to lower costs lor yourself. llowevcr, this time you need to
do this in a social and economic context, as outliued hy the scenario. After you have limshed
reading and understand these instructions, wait llir the cxpcrimenter to hand out the scenario and
the new price--quantity tables. lf you have a question, please ask the cxperimenter at this time.
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WHS Company

lnstructlons:

and economic factors may affect the process of bargaining. The following sce-

nario provides some information on the potential impact of these factors. Please read the

scenario slowly and carelully, Use the information it contains lo develop an appropriate

strategy before bargaining.

Soclal Factors:
l

The purpose of the Wholesale Hospital Supply Company is to distribute microscalpels

to hospitals and retailers in your geographie territory. There are a number of social factors

which may influence this process. One of these factors is the actions taken by your compet-

ilors. ln this context, compelitors refer lo other wholesaler--manufacturer combinations.

lf you are unable to reach an agreement with the Surgical Manufacturing Company, your

company will not have microscalpels lo distribute, ln this situation, your customers would

need to buy from another wholesaler. The nearest wliolesaler competitor has a long term

commitment with their own manufacturer. Thus if you fail to reach an agreement with the

Surgieal Manufacturing Company, you will loose a certain amount of business to a competitor

channel ("channel" meaning a wholesaler··manulacturer combination). In other words, there

is a cost associategith not reaggrigilaggegeg. This cost needs to be considered

carelully when bargaining for an appropriate price··quantity combination. ln order to help you

forecasl the cost of not reaching an agreement. a number of different ttrms betonging to your

industry association provided predictions. These pretlictions are summarized and made

available to you as data below. Use this data to predict how much you would loose if agree-

ment is not reached during bargaining.

Flrm's Predlctlons

Firm Cost of Not Reaching an Agreement

A $304
B $306
C $303
D $305
E $301
F $307
G $302
H $309
t $306
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Economic Factors:

There are a number of economic factors which may influence the process of buying

microscalpels from manufacturers. Knowing that the units bought will eventually need to be

re—sold to hospitals and retailers. one of the most important economic factors is customer

demand.
’

Your prediction regarding demand should be considered carefully when bargaining with

the seller for an aopropriate price-quantity combination. ln order to help you forecast the

level of demand before bargaining, your ürm provides you with the historical record. The data

below indicates the quantily demanded for each month. so far this year. Keep in mind that

your company is able to negotiate with the Surgicat Manufacturing Company only 1 time per

month. The amount that you bargain to buy from the seller today should be based on the

amount that you predict will be demanded in December Note that your current inventory is

0 units.

Quantlty Demanded per Month:

Month Number ol Units

Jan. 89
Feb.

’
91 »

March 91
April 89
May 92
June 87
July 88
Aug. 93
Sept. 92
Oct. 88
Nov. 90
Dec. 7
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SM Company

Instructions:

and economic factors may affect the process of bargaining. The following sce-

nario provides some information on the potential impact of these factors. Please read the

scenario slowly and carefully. Use the information it contains to develop an appropriate

strategy before bargaining.
I

Social Factors:

The purpose of the Surgical Manufacturing Company is to sell microscalpels to whole-
A

salers representlng a certain geographie lerritory. There are a number of social factors which

may influence this process. One of these factors is the actions taken by your competitors. In

this context, competilors refer to other manufacturer—whotesaler combinatlons.

If you are unable to reach an agreement with the Wholesale Hospital Supply Company,

this wholesaler will not have any microscalpels to distribute. In this situation. the flnal cus-

tomers (hospitals and retailers) would need to buy from another wholesaler. The nearest

wholesaler competitor has a long term commilment with their own manufacturer. Thus if you

fail to reach an agreement with the Wholesale Hospital Supply Company, you will loose a

certain amount of business to a competitor channel ("channet” meaning a wholesaler-

manufacturer combination). You will also need to pay the cost of having extra microscalpels

in stock. ln other words, there is a co_s§ogEttr;d with not reaching an__agrl This cost

needs to be considered carefully when bargaininq for an appropriate price—quantity combi-

nation. ln order to help you forecast the cost ol not reaching an agreement, a number of dlf-

ferent flrms betongtng to your industry association provided predictions. These predictions

are summarized and made available to you as data below. Use this data to predict how much

you would lose if agreement is not reached during bargaining.

Firm': Predlctlons

Firm Cost ol Not Reaehing an Agreement

A $304
B $306
C $303
D $305
E $301
F $307
G $302
H $309
I $308
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Economic Factors

There are a number of economic factors which may influence the process of selling

microscalpels to wholesaters. One of these factors is the quantity of semi-manufactured

microscalpels which will be supplied lo you in the future. This is important since you have a

long-term contract with the Razor·Sharp Wholesale Company to sell them 90 microscalpels

each and every month. Any additional microscalpels which are supplied can be sold to the

representative of the Wholesale Hospital Supply Company (assuming that an agreement can

be reached).

_ Your current inventory is 180 microscalpels. Of this. 90 units will be used to fulfill your

contract with the Razor·Sharp Wholesale Company for the month of December. This leaves

your current available inventory at 90 units plus the amount which will be supplied to you in

December. In order to not break your contract with the Razor-Sharp Wholesale Company in

the future month. you will need 90 units. Thus, the amount that you bargain to sell the

Wholesale Hospital Supply Company should be based on what you predict will be supplied to

you in December. For instance, if 50 microscalpels are supplied, then your current inventory

would be 90 + 50 = 140, ln order to not break your contract the following month. you could

bargain to sell up to 50 microscalpels to the Wholesale Hospital Supply Company,

Your predlctlon regarding supply should be considered carefully when bargaining with

the buyer of the Wholesale Hospital Supply Company fo•· an appropriate price-quantity com-

bination. ln order to help you forecast the level ol supply before bargaining. your firm provides

you with the historical record. The data below indicates the quantity supplied for each month.

so far this year.

Quantity Supplled per Month:

Month Number of Units

Jan. 89
Feb. 91

March 91
April 89
May 92
June 87
July 88
Aug. 93
Sept. 92
Oct. 88
Nov. 90
Dec. " ?
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Wholesale HS Comgny

Instructions:

Sigg and economic factors may alfect the process of bargaining. The following sce-

nario provides some information on the potential impact of these factors. Please read the

scenario slowly and carefully. Use the information it contains to develop an appropriate

strategy before bargaining.

Social Factors:
l

The purpose of the Wholesale Hospital Supply Company is to distribute microscalpels

to hospitals and retailers in your geographie territory. There are a number of social factors

which may inlluence this process. One of these factors is the actions taken by your compet-

itors. In this context, competitors refer to other wbolesaIer·-manufacturer combinations.

V

lf you are unable to reach an agreement with the Surgical Manufacturing Company, your

company will not have microscalpels to distribute. In this situation. your customers would

need to buy from another wbolesaler. The nearest wholesaler competitor has a long term

commilment with their own manufacturer. Tbus if you fatl to reach an agreement with the

Surgical Manufacturing Company. you will loose a certain amount of business to a competitor

channel ("channel" meaning a whotesaler-manufacturer combination). In other words, there

is a cost associated_with not reacbingjp_;1greeme_nt._ This cost needs to be considered

carefully when bargaining for an appropriate price-quanlily combination. In order to help you

forecast the cost of not reaching an agreement. a number of different hrms belonging to your

industry association provided predictions. These prerlictions aie summarized and made

available to you as data below Use this data to predict how much you would loose if agree-

ment is not reacbed during bargaining.

Firm's Predfctlons

Firm Cost of Not Reaching an Agreement

A $275
B $335
C $245
D $305
E $205
F $365
G $225
H $405

I $385
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Economic Factors:

There are a number of economic factors which may influence the process of buying

microscalpels from manufacturers. Knowing that the units bought will eventually need to be

re·sold to hospilals and retailers, one of the most important economic factors is customer

demand. A

Your predlction regarding demand should be considered carefully when bargaining with

the seller for an appropriate price—quantity combination. In order to help you forecast the

level of demand before bargaining, your firm provides you with the historical record. The data

below indicates the quantily demanded for each month, so far this year. Keep in mind that

your company is able to negotiate with the Surgical Manufacturing Company only 1 time per

month. The amount that you bargain to buy from the seller today should be based on the

amount that you predicl will be demanded in December. Note that your current inventory is

O units.

Quantity Demanded per Month:

Month Number ol Units

Jan. 89
Feb. 91

March · 91
‘

April 89
May 92
June 87
July 88
Aug. 93
Sept. 92
Oct. 88
Nov. 90
Dec. 7
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Surgtcal M Company

Instructions:

Sgcg and economic factors may affect the process of bargaining. The following sce-

nario provides some information on the potential impact of these factors. Please read the

scenario slowly and carefully, Use the information il contains to develop an appropriate

‘ strategy before bargaining.

Soclal Factors:

The purpose of the Surgical Manufacturing Company is lo sell microscalpels to whole-
I

salers representlng a certain geographic territory. There are a number of social factors which

may influence this process. One of these factors is the actions taken by your competitors. ln

this context, competitors refer to other manufacturer—wholesaler combinations.

lf you are unable to reach an agreement with the Wholesale Hospital Supply Company,

this wholesaler will not have any microscalpels to distribute. In this situation, the final cus-

tomers (hospitals and retailers) would need to buy from another wholesaler. The nearest

wholesaler compelitor has a long term coinmitment with their own manufacturer. Thus if you

fail to reach an agreement with the Wholesale Hospital Supply Company, you will loose a

certain amount of business lo a compelitor channel (“channel' meaning a wholesaler-

manufacturer combination). You will also need to pay lfm cost of having extra microscalpels

in stock. ln_other wordsgjtergsgzqstassocialethwitli not rcaching an agi@egt. This cost

needs to be considered carefully when bargammq for an appropriate price-quantity combi-

nation. In order to help you forecast the cost of not reachinq an agreement. a number of dif-

ferent firms belonging to your industry association provided prerticlions. These predictions

are summarized and made available to you as data below. Use this data to predict how much

you would lose if agreement is not reached during bargaining.

Firm’s Predictlons

Firm Cost of Not Renching an Agreement

A $275
B $335
C $245
0 $:106
E $205
F $365
G $225
H $405
l $3ll5
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Economic Factor:

There are a number of economic factors which may influence the process of selling

microscalpels to wholesalers. One of these factors is the quantily of semi—manufactured

microscalpels which will be supplied to you in the future. This is important since you have a

long-term contract with the Razor-Sharp Wholesale Company lo sell them 90 microscalpels

each and every month. Any additional microscalpels which are supplied can be sold to the

representative of the Wholesale Hospital Supply Company (assuminq that an agreement can

be reached).

_ Your current inventory is 180 microscalpels. Of this, 90 units will be used to fullill your

contract with the Razor-Sharp Wholesale Company for the month of December. This leaves

your current available inventory at 90 units plus the amount which will be supplied to you in

December. ln order to not break your contract with the Razor~Sharp Wholesale Company in

the future month. you will need 90 units. Thus. the amount that you bargain to sell the

Wholesale Hospital Supply Company should be based on what you prerlict will be supplied to

you in December. For instance. if 50 microscalpels are supplied. then your current inventory

would be 90 + 50 = 140. ln order to not break your contract the following °month. you could

bargain to sell up lo 50 microscalpels to the Wholesale Hospital Supply Company.

·
Your prediction regarding supply should be 'considered carefully when bargaining with

the buyer of the Wholesale Hospital Supply Company for an appropriate price—quanlily com-

bination. ln order to help you forecast the level of supply before bargaining. your firm provides

you with the historical record. The data below indicates the quantily supplied for each month,

so far this year.

Quantity Supplled per Month:

Month Number of Units

Jan. 89
Feb 91

March 91
April ll9
May 92
June 87
July 88
Aug. 93
Sept. 92
Oct. 88
Nov. 90
Dec. ? _ 4

Avm-:n¤1x ii 359



Wholesale Hospital Suggl! Co.

Instructions:

Social and economic factors may affect the process of bargaining. The following sce-

nario provides some information on the potential impact of these factors. Please read the

scenario slowly and carefully. Use the information it contains to develop an appropriate

strategy before bargaining. .

Social Factors:
l

The purpose of the Wholesale Hospital Supply Company is to distribute microscalpels

to hospitals and retailers in your geographic terrilory. There are a number of social factors

which may influence this process. One of these factors is the actions taken by your compet-

itors. ln this context. compelitors refer to other wholesaler-manufacturer combinations.

lf you are unable to reach an agreement with the Surgical Manufacturing Company, your

company will not have microscalpels to distribute. In this situation. your customers would

need to buy from another wholesaler. The nearest wholesaler competitor has a long term

commitment with their own manufacturer. Thus il you fail to reach an agreement with the

Surgical Manufacturing Company, you will loose a certain amount of business to a competitor

channel ("channel' meaning a wholesaler-manufacturer combination). ln other words. there

is a cost associated with_not reagyggjgigggeeinent. This cost needs to be considered

carefully when bargaining for an appropriate price-quantity combination. In order to help you

forecast the cost of not reaching an agreement. a number of different ürms belonging to your

industry association provided predictions. These prerlietions are summarized and made

available to you as data below. Use this data to predict how much you would loose if agree-

ment is not reached during bargaining.

Firm': Predlctlons

Firm Cost ol Not Reaching an Agreement

A $304
B $306
C $303
D $305
E $301
F $307
G $302
H $309
l $306
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Economic Factors:

There are a number of economic factors which may influence the process of buying

microscalpels from manufcturers. Knowing that the units bought will eventually need to be

re-sold to hospitals and retailers, one ol the most important economic factors ls customer

demand. .

Your predlction regading demand should be considered carefully when bargaining with

the seller for an appropriate price—quantity combination. In order to help you forecast the

level of demand before bargaining, your firm provides you with the historical record. The data

. below lndicates the quanlity demanded for each month. so far this year. Keep in mind that

your company is able to negotiate with the Surgical Manufacturing Company only 1 time per

month. The amount that you bargln to buy from the seller today should be based on the

amount that you predict will be demanded in December. Note that your current inventory is

0 units.

Quantity Demanded per Month:

Month Number ol Units

Jan. 78
Feb. 102

March 114
April 66
May 126
.lune 30
July 54
Aug. 150
Sept. 138
Oct. 42
Nov. 90
Dec. 7
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Surgical Manufacturing Co.

Instructions:

Social and economic factors may aflect the process of bargaining. The following sce-

nario provides some information on lhe potential impact ol these factors. Please read the

scenario slowly and carefully. Use the information it contains lo develop an appropriate

strategy before bargaining.

Social Factors:

The purpose of the Surgical Manufacturing Company is to sell microscalpels to whole-

° salers representing a certain geographic territory. There are a number of social factors which

may influence this process. One of these factors is lhe actions taken by your competitors. In

this context, competitors refer to other manufacturer-wholesaler combinatlons.

lf you are unable to reach an agreement with the Wholesale Hospital Supply Company,

this wholesaler will not have any microscalpels to distribute. In this situation, the final cus-

tomers (hospitals and retailers) would need to buy from another wholesaler. The nearest

wholesaler competitor has a long term commilment with their own manufacturer. Thus if you

fail to reach an agreement with lhe Wholesale Hospital Supply Company, you will loose a

certain amount of business to a competitor channel ("channeI“ meaning a wholesaler-

manufacturer combination). You will also need to pay lhe cost of having extra microscalpels

in stock. ln other wogggyiege is a gostissociated wilh not reaching an aggigig This cost

needs lo be considered carefully when bargaininq for an appropriate price-quantity combi-

nation. In order lo help you forecast lhe cost of not reaching an agreement. a number of dif-

ferent firms belonging lo your industry association provided predictions. These predictlons

are summarized and made available lo you as data below Use this data to predict how much

you would lose if agreement is not reached during bargaining.

Firm’s Predlctlons

Firm Cost of Not Reaching an Agreement

A $304
B $306
C $303
D $305
E $301
F $307
G $302
H $309
l $308
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Economic Factors

There are a number of economic factors which may influence the process of selllng

microscalpels to wholesalers. One of these factors is the quanlity of semi—manufactured

microscalpels which will be supplied to you in the future. This is important since you have a

long·term contract with the Razor-Sharp Wholesale Company to sell them 90 microscalpels

each and every month. Any additional microscalpels which are supplied can be sold to the

representative of the Wholesale Hospital Supply Company (assuming that an agreement can

be reached),

. Your current inventory is 180 microscalpels. Of this. 90 units will be used to fullill your

contract with the Razor·Sharp Wholesale Company for the month of December. This leaves

your current available inventory at 90 units plus the amount which will be supplied to you in

December. ln order to not break your contract with the Razor·Sharp Wholesale Company in

the future month, you will need 90 units. Thus. the amount that you bargain to sell the

Wholesale Hospital Supply Company should be based on what you predict will be supplied to

you in December. For instance, if 50 microscalpels are Supplied, then your current inventory

would be 90 + 50 = 140. ln order to not break your contract the following month. you could

bargain to sell up lo 50 microscalpels lo the Wholesale Hospital Supply Company.

Your prediction regarding supply should be considered carefully when bargaining with
'

the buyer of the Wholesale Hospital Supply Company fur an appropriate price-quantity com-

bination. ln order to help you forecast the level of supply before bargaining, your firm provides

you with the historical record. The data below indicates the quantily supplied for each month,

so far this year.

Quantity Supplied per Month:

Month Number ol Units

Jan. T8
Feb. 102

March 114
April 66
May — 126
June 30
July 54
Aug. 150
Sept. 138
Oct. 42
Nov. 90Dec. 7
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Hospital Supply Company

lnstructlons:

and economic factors may affect the process of bargaining. The following sce-

nario provides some information on the potential impact of these factors. Please read the

* scenario slowly and carefully. Use the information it contains to develop an appropriate

strategy before bargaining.
‘

Soclal Factors:

' The purpose of the Wholesale Hospital Supply Company is to distribute microscalpels

to hospitals and retailers in your geographie territory. There are a number of social factors

which may influence this process. One of these factors is the actions taken by your compet-

ilors. In this context, competitors refer to other wholesaler--manufacturer combinations.

— lf you are unable to reach an agreement with the Surgieal Manufacturing Company, your

company will not have microscalpels to distribute. In this situation. your customers would

need to buy from another wholesater. The nearest wholesaler competitor has a long term

commitment with their own manufacturer. Thus if you fail to reach an agreement with the

Surgieal Manufacturing Company. you will loose a certain amount of business to a competitor

channel ('channel' meaning a wholesaler-manufacturer combination). ln other words, there

is a cost associatgglth not I'C3§_hEg_Q_f\_3g!;§t!fl]€ß_l. This cost needs to be considered

earefully when bargaining for an appropriate price-·quaulity combination. ln order to help you

forecast the cost of not reaching an agreement. a number of different ürms belonging to your

industry association provided predictions. These predictions are summarized and made

available to you as data below. Use this data to predict how much you would loose if agree-

ment is not reached during bargaining.

Firm': Predfctions

Firm Cost of Not Reaching an Agreement

A $275
B $335
C $245
D $305
E $205
F $365
G $225
H $405
1 $385
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Economic Factors:

There are a number of economic factors which may influence the process of buying

microscalpels from manufacturers. Knowing that the units bought will eventually need to be

re-sold to hospitals and retailers. one of the most important economic factors is customer

demand.

Your prediction regarding demand should be considered carefully when bargaining with

the seller for an appropriate price·-quantity combination. ln order to help you forecast the

level of demand before bargaining, your tirm provides you with the historical record. The data

. below indicates the quantity demanded for each month, so far this year. Keep in mind that

your company is able to negotiate with the Surgical Manufacturing Company only 1 time per

month. The amount that you bargain to buy from the seller today should be based on the

amount that you predlct will be demanded in December Note that your current inventory is

0 units.

Quantity Demanded per Month:

Month Number of Units

Jan. 78
Feb. 102

March 114
April 66
May 126
June 30
July 54
Aug. 150
Sept. 138
Oct. 42
Nov. 90Dec. 7
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Manufacturing Company

Instructions:

Social and economic factors may affect the process of bargaining. The following sce-

nario provides some information on the potential impact of these factors. Please read the

scenario slowly and carefully. Use the information il contains to develop an appropriate

strategy before bargaining.

Social Factors:

The purpose of the Surgical Manufacturing Company is to sell microscalpels to whole-
[

salers representlng a certain geographic territory. There are a number of social factors which

may influence this process. One of these factors is the actions taken by your competitors. In

this context. competitors refer to other manufacturer-·wholesaler combinations.

Il you are unable to reach an agreement with the Wholesale Hospital Supply Company,

this wholesaler will not have any microscalpels to distribute. In this situation, the final cus-

tomers (hospitals and retailers) would need to buy from another wholesaler. The nearest

wholesaler compelitor has a long term commitment with their own manufacturer. Thus if you

fall to reach an agreement with the Wholesale Hospital Supply Company, you will loose a

certain amount of business lo a compelitor channel (“channel” meaning a wholesaler-

manufacturer combination). You will also need to pay the cost of having extra microscalpels

in stock. lg_@er words. flieg}gggassociated willi not reaching anjggigenjg This cost

needs to be considered carelully when bargaining for an appropriate price-~quantily combi-

nation. In order lo help you forecasl the cost of not remchinq an agreement. a number of dif-

ferent lirms belonging lo your industry association provuled predictions. These predictions

are summarized and made available to you as data helow Use this data Io predict how much

you would lose if agreement is not reached during bargaining.

Firm': Predfctlons

Firm Cost of Not Renchinq an Agreement

A $275
B $335
C $245
D $305
E $205
F $365
G $225
H $405
I $385
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Economic Factors:

There are a number of economic factors which may influence the process of selling

microscalpels to wholesalers. One of these factors is the quantity of semi-manufactured

microscalpels which will be supplied to you in the future. This is important since you have a

Iong·term contract with the Razor·Sharp Wholesale Company to sell them 90 microscalpels

A each and every month. Any additional microscalpels which are supplied can be sold to the

representative ot the Wholesale Hospital Supply Company (assuming that an agreement can

be reached).

. Your current available inventory is 180 microscalpels. Of this, 90 units will be used to

fullill your contract with the Razor·Sharp Wholesale Company for the month of December.

This leaves your current available inventory at 90 units plus the amount which will be supplied

. to you in December. ln order to not break your contract with the Razor-Sharp Wholesale

Company in the future month, you will need 90 units. Thus. the amount that you bargain to

sell the Wholesale Hospital Supply Company should be based on what you predict will be

supplied to you in December. For instance, if 50 microscalpels are supplied. then your current

inventory would be 90 + 50 = 140. In order to not break your contract the following month.

you could bargain to sell up lo 50 microscalpels to the Wholesale Hospital Supply Company.

Your prediction regarding supply should be considered carefully when bargaining with

the buyer of the Wholesale Hospital Supply Company for an appropriate price-quantlty com-

bination. ln order to help you forecast the level of supply before barqaining, your firm provides

you with the historical record. The data below indicates the quantity supplied for each month,

so far this year.

Quantity Supplied per Month:

Month Number of Units

Jan. 78
Feb. 102

March 114
April 66
May 126
June 30
July 54
Aug. 150
Sept. 138
Oct. 42

’

Nov. 90
Dec. ?
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Instructions:

Please respond to the following statements pertaining to the scenario. Circle the num-
ber on each of the scales below at that place which best reflects your own opinion.

The first six statements pertain only to the data found in the 'social factors' section of your
scenario.

1. The impact of the social factors on the cost of not reaching an agreement always seems
to be changing.

_ 1 2 3 4 5
Strongly Neither Disagree Strongly
Disagree Disagree Nor Agree Agree Agree

_ 2. The lirms' predictions seem diverse.

1 2 . 3 4 5
Strongly Neither Disagree Strongly
Disagree Disagree Nor Agree Agree Agree

3. Based on the lirms' predictions there seems to be a general lack of consistent information
on how these social factors will affect the cost ol not reaching an agreement.

1 2 3 4 5
Strongly Neither Disagree Strongly g
Disagree Disagree Nor Agree Agree Agree

4. Based on the ürms’ predictions the impact of the social factors on the cost ol not reaching
an agreement is unpredictable.

1 2 3 4 5
Strongly Neither Disagree Strongly
Disagree Disagree Nor Agree Agree Agree

5. The information provided by the lirms' predictions seems amhiguous.

1 2 3 4 5
Strongly Neither Disagree Strongly
Disagree Disagree Nor Agree Agree Agree

6. The information provided by the ürms' predictions seems vague.

1 2 3 4 5
Strongly Neither Disagree Strongly
Disagree Disagree Nor Agree Agree Agree
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The second six statements pertain only to the data found in the 'economic factors' section of
your scenario.

7, Over the last 11 months, units demanded always seems to be changing.

1 2 3 4 S
Strongly Neither Disagree Strongly
Disagree Disagree Nor Agree Agree Agree

8. The number of units demanded each month. over the last year, seems diverse.

1 2 3 4 5
Strongly Neither Disagree Strongly
Disagree Disagree Nor Agree Agree Agree

~
9. Based on the historical record. there seems lo be a general lack of consistent information

as to what demand will be in December.

1 2 3 4 S
Strongly Neither Disagree Slrongly

· Disagree Disagree Nor Agree Agree Agree

10. Based on the historical record, the number of units that will he demanded in December is
unpredictable.

1 2 3 4 5
Slrongly Neither Disagree Slrongly
Disagree Disagree Nor Agree Agree Agree

11. The information provided by the historical record seems amhiquous.

1 2 3 4 S
Slrongly Neither Disagree Strongly
Disagree Disagree Nor Agree Agree Agree

12. The information provided by the historical record seems vague.

1 2 3 4 5
Strongly Neither Disagree Strongly
Disagree Disagree Nor Agree Agree Agree
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Instructions:

Please respond to the following statements pertaining to the scenario. Circle the num-
ber on each of the scales below at that place which best rellects your own opinion.

The first six statements pertain only to the data found in the 'social factors" section of your
scenario.

1. The impact of the social factors on the cost of not reaching an agreement always seems
to be changing.

1 2 3 4 5
Strongly Neilher Disagree Strongly
Disagree _ Disagree Nor Agree Agree Agree

_ 2. The ürms' predlctions seem diverse.

1 2 3 4 S
Strongly Neilher Disagree Strongly
Disagree Disagree Nor Agree Agree Agree

3. Based on the firms’ predictions there seems to be a general lack of consistent information
on how these social factors will alfect the cost of not reaching an agreement.

1 2 3 4 5
Strongly Neilher Disagree Strongly
Disagree Disagree Nor Agree Agree Agree

4. Based on the firms’ predictions the impact of the social factors on the cost of not reaching
an agreement is unpredictable.

1 2 3 4 5
Strongly Neilher Disagree Strongly
Disagree Disagree Nor Agree Agree Agree

5. The information provided by the firms’ predictions seems amhtguous.

1 2 3 4 5
Strongly Neilher Disagree Strongly
Disagree Disagree Nor Agree Agree Agree

6. The information provided by the firms’ predictions seems vaque.

1 2 3 4 5
Strongly Neilher Disagree Strongly
Disagree Disagree Nor Agree Aqree Agree
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The second six statements pertain only lo the data found in the 'economic factors" section of
your scenario.

7. Over the last 11 months. units supplied always seems to be changing.

1 2 3 4 5
Strongly Neither Disagree Strongly
Disagree Disagree Nor Agree Agree Agree

8. The number of units supplied each month. over the last year. seems diverse.

1 2 3 4 5
Strongly Neither Disagree Strongly
Disagree Disagree Nor Agree Agree Agree

4
9. Based on the historical record. there seems to be a general lack of consislent information

as lo what supply will be in December.

1 2 3 4 5
Strongly Neither Disagree Strongly
Disagree Disagree Nor Agree Agree Agree

10. Based on the historical record. the number ol units that will be supplied in December is
unpredictable.

1 2 3 4 5
Strongly Neither Disagree Strongly
Disagree Disagree Nor Agree Agree Agree .

11. The information provided by the historical record seems amtviquous.

~ 1 2
l

3 4 5 .
Strongly Neither Disagree Strongly
Disagree Disagree Nor Agree Agree Agree

12. The information provided by the historical record seems vaque

1 2 3 4 5
Strongly Neither Disagree Strongly
Disagree Disagree Nor Agree Agree Agree
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Questlonnaire To Be Administered Alter
The Simulation

Part A. Please respond to the following statements pertaining to your perception of the ne·
gotiation process. Circle the number on each of the scales below at that place which
best rellects your own opinion.

1. My bargaining partner seemed to hinder the process of reaching a fair agreement.

1 2 3 4 5
Strongly Neither Disagree Strongly ‘

Disagree Disagree Nor Agree Agree Agree

2. My bargaining partner seemed stubborn during negotiations.

1 2 3 4 5
Strongly Neither Disagree Strongly
Disagree Disagree Nor Agree Agree Agree

3. My bargaining partner showed a willingness to give and take during negotlations.
‘

1 2 3 4 5
Strongly Neither Disagree Strongly
Disagree Disagree Nor Agree Agree Agree

4. My bargaining partner seemed inllexible during negotiations.

1 2 3 4 5
Strongly Neither Disagree Strongly
Disagree Disagree Nor Agree Agree Agree

5. During negotialions. my bargaining partner and I seemed to stand in oppositioin to one
another.

1 2 3 4 5
Strongly Neither Disagree Strongly
Disagree Disagree Nor Agree Agree Agree

6. My bargaining partner tried lo be fair during negotiations.

1 2 3 4 5
Strongly Neither Disagree Strongly
Disagree Disagree Nor Agree Agree Agree

7. My bargaining partner seemed willing to compromise during negotiations.

1 2 3 4 5
Strongly Neither Disagree Strongly
Disagree Disagree Nor Agree Agree _ Agree
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8. During negotlattons. It seemed as though my bargaining partner and I worked against one
another.

1 2 3 4 5
Strongty · Neither Disagree Strongty
Disagree Disagree Nor Agree Agree Agree

9. My bargaining partner seemed open to my offers during negotiations.

1 2 3 4 5
Strongty Neither Disagree Strongty
Disagree Disagree Nor Agree Agree Agree

10. My bargaining partner seemed generatly supportive during negotiations.
u

1 2 3 4 5
Strongty Neither Disagree Strongty
Disagree Disagree Nor Agree Agree Agree

11. During negotfations. the Interests of my bargaining partner and I seemed to ctash.

1 2 3 4 5
Strongty Neither Disagree Strongty
Disagree Disagree Nor Agree Agree Agree

12, The negotlatlon process was fllled with tension.

1 2 3 4 5
Strongty Neither Disagree Strongty
Olsagree Disagree Nor Agree Agree Agree

13, My bargaininq partner seemed genemtly flexible durmq negntiations.

1 2 SJ 4 5
Strongty Neither Disagree Strongty
Disagree Disagree Nor Agree Agree Agree

14. During the negotiation process, my barqaining partner and I seemed to work together.

1 2 3 4 5
Strongty Neither Disagree Strongty
Disagree Disagree Nor Agree Agree Agree

15, I felt distressed during the negottation process

~ 1 2 3 4 5
Strongty Neither Disagree Strongty

- , Disagree Disagree Nor Agree Aqree Agree

V
16. During negotfations, my bargaining partner seemed wIIIIng Io yield so that an agreement

could be reached.

1 2 3 4 5
Strongty Neither Disagree Strongty
Disagree Disagree Nor Agree Agree Agree
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17. I felt antagonistic toward my partner during the negotiation process.

1 2 3 4 5
Strongly Neither Disagree Strongly
Disagree Disagree Nor Agree Agree Agree

18. My bargaining partner seemed helpful during negoliations.

1 2 3 4 ' 5
Strongly Neither Disagree Strongly
Disagree Disagree Nor Agree Agree Agree

. Part B. Please answer the following questions.

19. Was agreement reached (circle one)?

YES NO

19a. lf yes. what was the price and quantity you agreed on? ___

20. In your opinion, who came out ahead (circle one)?

Both of My Bargaininq Neither of .

Us Myself Partner Us

21. In your opinion, which issue was more important (circle one)?

PRICE QUANTITY BOTH WERE
EQUALLY
IMPORTANT

Part C. Please circle the number on each row that best describes yourself with respect to this
negotiation simulation.

I did not I completely
22. understand 1 2 3 4 5 G 7 3 9 understood

instructions the
at all instructions

l did not l completely
23. understand 1 2 3 4 5 6 7 8 9 understood

the scenarios the
at all scenarios

l negotiated
to help both I negotiated

24. myself and my 1 2 3 4 5 6 7 8 9 to help only
. bargaining myself

partner
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I bargained to . I bargained to
lower costs Ior 1 2 3 4 S 6 7 8 9 lower costs

25. both myself and only for
my bargaining myself
partner

During bargaining_
I pursued the During

26. interests of both 1 2 3 4 5 6 7 8 9 bargaining,
myself and my I pursued
bargaining partner sell interest

4
I was I was

27. totally very
unlnteresled 1 2 3 4 5 6 7 8 9 interested.

I was I was
28. totally very

unstimulated 1 2 3 4 5 8 7 8 9 Stimulatéd

l was · I was
29. totally very

uninvolved 1 2 3 4 5 6 7 8 9 involved

' I did not I took the .
30. lake the 1 2 3 4 5 6 7 8 9 simulation

simulation seriously
seriously

This was a This was a
31. worthless 1 2 3 4 5 6 7 8 9 valuable

experience experience

Part D. Please circle the number on each row that best describes your nature.

32. high risk-taker 1 2 3 4 5 6 7 8 9 low risk-
taker

33, competltor 1 2 3 4 5 6 7 8 9 cooperator

34. suspicious 1 2 3 4 5 6 7 8 9 trustlng

I attribute I attribute ·
35. success mostly 1 2 3 4 5 6 7 8 9 success

to my mostly to
own behavior luck, late.

chance. or
other people
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Part E. Please circle the number on each row that describes best what you generally greler.

38. regularity 1 2 3 4 5 6 7 8 9 change

37. clarily 1 2 3 4 5 8 7 8 9 ambiguity

38 balance 1 2 3 4 5 6 7 8 9 imbalance

39. concreteness 1 2 3 4 5 6 7 8 9 abstraction

Part F. Please answer the following questions:

40. Sex: M F

41. Age:
n

42. Major:

43. Year in school:

THANK YOU
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Table 35.1: Summary of Hultivariate and Univnriate Analysis of Covariance
. When Controlling For Potential Confounds (Six Covariates)"

" The dependent variables used in thls analysis include: latent con-
flict, perceived conflict, felt conflict, and cooperation. Note that

the MANCOVA was not significant and that the univariata ANCOVA°s re-
vealed results similar to although less significant than what was
found for overall conflict (Table 35).
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TABLE 35.1

Summary of Multivariate and Univariate Analysis of Covariance When Con-
trolling For Potential Confounds (Six Covariates)

Source of Variation DF F-Value P·Value

MANCOVA

Dependent Varlablesz Latent Conflict, Percelved Conflict, Felt Con-
flict, Cooperation

Lateral (4,195) 1.26 .286
Vertical (4,195) 0.44 .780
Interaction (4,195) 1.75 .141

· ANCOVA

Dependent Variable: Latent Conflict

Lateral (1,198) 2.01 .158
Vertical (1,198) 0.16 .690
Interaction (1,198) 1.70 .194

Dependent Variable: Perceived Conflict

Lateral (1,198) 2.76 .098
Vertical (1,198) 0.68 .411
Interaction (1,198) 3.10 .080

Dependent Variable: Felt Conflict

Lateral (1,198) 3.64 .058
Vertical (1,198) 0.16 .690
Interaction (1,198) 3.87 .051

Dependent Variable: Cooperation

Lateral (1,198) 4.03 .046
Vertical (1,198) 0.01 .918
Interaction (1,198) 6.32 .013

APPENDIX I _
378




