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CHAPTER I 

INTRODUCTION 

Over the last two decades, strategic alliances have become one of the most 

attractive competitive options in domestic and international business Academics and 

business practitioners agree that the formation of strategic alliances plays a key role in the 

development of superior financial performance Despite a failure rate estimated to be as 

high as 70 percent alliance formation continues to grow (Daft and Lengel 1996, Day 1994, 

Lambe, Spekman, and Hunt 2002, Hunt 2000b, Miles and Snow 1992, Mohr and 

Spekman 1994, Parkhe 1993) Day (1994) reported that approximately 20,000 alliances 

were formed between 1988 and 1992 One reason for the high rate of failure, according 

to Hagedoom and Schakenraad (1994), is the lack of a clear relationship between strategic 

partnership and firm performance 

Lambe, Spekman, and Hunt (2002, p 1) defined alliances as "collaborative efforts 

between two or more firms in which the firms pool their resources in an effort to achieve 

mutually compatible goals that they could not achieve easily alone " Varadarajan and 

Cunningham (1995), identify four major categories of alliances (1) alliances with firms 

whose product offerings complement the firms product offerings, (2) alliances with firms 

in entrenched substitute industries, (3) alliances with firms in emerging substitute 

industries, and (4) alliances with firms in new and evolving product-markets in order to 

gam foothold A fifth major category includes vertical (or honzontal) alliances between 

firms in the distribution channel (Frazier 1999, Mohr 2001; Nokkentved and Hedaa 2001) 



Based on nascent research, firms join alliances in order to become more 

competitive (Hamel and Prahalad 1989b, Lambe et al 2002) Given the success of firms 

such as Cisco, FedEx, and Dell, it is reasonable to conclude that some firms are better at 

finding, developing, and managing alliances than others (Hunt et a! 2001, Lambe, 

Spekman, and Hunt 2002) A number of studies have attempted to explain this 

phenomenon (Day 1994, Jap 2001, Mohr and Spekman 1994, Ritter et al 2001, 

Varadarajan and Cunningham 1995) For example, in a recent study, Lambe, Spekman, 

and Hunt (2002) find that alliance competence has been shown to affect alliance resources 

and alliance success This research attempts to extend that study to a relatively new form 

of strategic and operational alliance the distribution channel extranet alliance (Moller et 

al 1999). More specifically, in this research, the distribution channel extranet alliance 

(hereafter, channel extranet) is examined to determine those factors that contribute to 

channel extranet performance Prior to defining channel extranets, it is necessary to first 

define intranets and extranets 

An intranet is a private network used exclusively within a company or 

organization It uses Internet technology, but does not necessarily fimction through the 

Internet (Vlosky et al 2000) From an information-based perspective, this offers the 

intranet initiator three advantages (1) information is distributed throughout the network, 

(2) information senders and receivers are in dose proximity (i e , they are not separated by 

mailboxes), and (3) information can be acted upon as soon as it is available (Franklin 

1997) 



Following Vlosky et al (2000). an extranet is defined here as extended intranets 

cormecting organizations, which may include internal personnel, suppliers, distribution 

channel members, and customers Thus, in an effort to achieve direct commerce 

integration (B2B) and direct customer integration (B2C), various levels of intranet 

accessibility are provided to suppliers, competitors, and customers, among others It 

should be noted that an increasing number of business partners (early pioneers include GE 

and Chtysler) are using extranets to exchange business information (Extranet 

Benchmarking Association 2001) For example, FedEx has become more competitive by 

allowing access to its Web-based tracking system and Web-based package shipping 

service to both businesses and consumers (Webreference com 2001) 

There is currently an explosive growth of extranets Vlosky et al (2000) reported 

that extranets are in use by 20-30 percent of Fortune 1000 companies Furthermore, 

Forrester surveyed 35 of the Fortune 500 companies with intranets and reports that 46 

percent currently give outsiders access, while 28 percent plan to give outsiders access 

(Franklin 1996) Rosson (2001) reported that many of these companies run multiple 

extranets Additionally, Lief (1999), of Forrester Research, estimated that extranets 

accounted for $35 billion in U S trade in 1998 and that this value was doubling annually 

Despite this, there is a paucity of research on alliances formed to manage 

information about the physical flow of goods in the distribution channel (Steinfield et al 

2001) According to Vlosky et al (2000, p. 446), "the literature is lacking in addressing 

the substance and character of business relationships within an extranet environment " 

This is precisely the reason for the formation of the Extranet Benchmarking Assodation 



The Extranet Benchmarking Association describes the extranet phenomenon as "a 

natural evolution taking advantage of the Internet infrastructure and previous Internet 

investments to focus communications to exchange information and share applications with 

business partners, suppliers, and customers" (Extranet Benchmarking Association web site 

2001) 

Extranets have evolved largely as a result of the impact of information 

communication technology on channels of distribution (Extranet Benchmarking 

Association 2001) This includes a shifting emphasis from conventional distribution 

channels to vertically integrated channels and then to automated data exchanges via 

propnetary electronic data interchange (EDI) systems The ubiquitous, open standards of 

the Internet have motivated some firms to move their EDI systems to the Internet 

(forming Internet protocol-based or IP-based EDI systems) Put another way, some firms 

have chosen to virtiia/ly integrate rather than vertically integrate (Lucking-Reiley and 

Spulber 2000; Spralls 2001) Furthermore, extranet alliances are expected to be an 

endunng phenomenon Indeed, the trend is toward greater reliance on coordination 

through markets and less emphasis on vertical integration and organizational governance 

(Lucking-Reiley and Spulber 2000) 



From the perspective of this researcher, channel extranets can now be formally 

defined a collaboration of business partners linked (via a network) to one another over 

the Internet, allowing channel partners to communicate, exchange files, purchase/sell 

goods or services, conduct information searches, manage their businesses, monitor 

business details, subscribe to services, and perform other activities (Lambe et al 2002, 

Powell 1990, Vlosky et ai 2000). Put another way, it is an Internet-based set of 

independent organizations that cooperate to manage information about the flow of 

products and services in the distribution channel (Nouwens and Bouwman 2001) 

Lorenzoni and Baden-Fuller (1995) descnbed these channel extranets as intertlrm 

networks that behave like strategic alliances Tomas and Gomez (1995, p 53) offered a 

taxonomy of network structures. They describe what they call a "stable network" that 

most closely resembles the channel extranet 

Instead of a single vertically integrated firm, the stable network substitutes 
a set of component firms, each tied closely to the core firm by contractual 
arrangements, but each maintaining its competitive fitness by serving firms 
outside the network A network that links business partners to one 
another over the Internet by tying together their corporate intranets. The 
stable network is designed to serve a mostly predictable market by linking 
together independently owned specialized assets along a given product 
value chain 



Although there are a number of actors involved in these channel extranets (e g , 

producers, service providers, suppliers, infrastructure companies, customers, 

governments, and financial institutions), the focus here is on the businesses that make use 

of the information For example. Ford Motor Company has an extranet called FocaU^T, 

which connects 15,000 dealers worldwide, and gives them access to promotional 

information, inventory information, financial information, specific car histories and so forth 

(Vlosky et al 2000) The major goal of these extranets is to leverage an information 

advantage to achieve a competitive advantage relative to other network organizations 

(Hunt 2000b) In support, Achrol (1991, p 80) argued "Hierarchy creates unacceptable 

levels of organizational inertia, and the successful firm of the future will be one that 

leverages, not buffers, its information and knowledge processing capabilities " 

Mohr and Spekman (1994) examined the impact of communication behavior (i e , 

quality of communication, information sharing, and participation) on partnership success 

The authors find that communication problems are associated with a tack of success in 

strategic alliances Previous research has also shown that commumcation behavior is vital 

to organizational success (Knapp and BameU 1983. Mohr 1989, Mohr and Nevin 1990, 

Snyder and Morris 1984) In support, Cummings (1984) found that eflTeclive 

communication is necessary to achieve the benefits of collaboration Communication in 

channels has been well studied (Dwyer, Schurr, and Oh 1987, Mohr and Nevin 1990, 

Mohr and Spekman 1994, Mohr et al 1996) However, little research has examined the 

relational dynamics of networks of information exchange (Barry and Crant 2000), and the 

impact of Web-enabling technologies on distribution channel relationships is poorly 



understood As a result there is a need to better understand how firms and their channel 

extranets create information advantages and develop them into competitive advantages 

What IS needed is an information-based theory or framework of channel extranet 

performance 

Purpose 

Every company, regardless of size, is the hub of its own network of relationships 

(Tomas and Gomez 1995) Channel extranets are, and behave like, alliances (Frazier 

1999, Mohr 2001, Lambe. Spekman, and Hunt 2002, Nokkentved and Hedaa 2001, 

Varadarajan and Cunmngham 1995) Thus, it is important to use the channel extranet as a 

strategic asset, tailoring it to the needs of the company and managing all those 

relationships holistically (Tomas and Gomez 1995) Furthermore, there is a need to better 

understand how firms and their channel extranets develop an information advantage and 

how this advantage can be used to create a competitive advantage What is needed is an 

information-based theory or framework of channel extranet performance (hereafter, simply 

extranet performance) Therefore, the major purpose of this research is to address the gap 

in alliance performance theory, both in understanding why some channel extranets have 

higher performance than other channel extranets, and in prescnbing communication 

strategies for channel extranets 



The major construct in this research is distribution channel extranet comfwteticc 

(hereafter, extranet competence) Relying on the work of Tapscott et al, (2000) and 

Sawhney and Parikh (2001), extranet competence is an ability to sustain the coordinated 

deployment of relationship capital, human capital, and structural capital in a way that helps 

a firm achieve its goals 

It is posited that some channel extranets perform better than others because they 

have more of an extranet competence, and there is a positive relationship between extranet 

competence and the level of relational resources such as trust, commitment, information 

exchange, and communication quality within the channel extranet (Dierickx and Coo! 

1989, Hunt 2000b, Lambe etal 2002, Morgan and Hunt 1994) These relational 

resources contribute to the general notion o^ relationship capital (Lamb et al 2002, Hunt 

2000b) More specifically, to the extent that lead extranet partners have extranet 

competence, they have the ability to efficiently, effectively, and innovatively use their 

Internet know-how and other basic resources to: (1) build trust, (2) increase commitment, 

and (3) enhance information exchange and optimize communication (i e , increase the 

information carrying capacity or communication quality) within their channel extranets 



Taking this framework one step further, there exists a positive relationship 

between the relational resources that constitute relationship capital and channel extranet 

outputs such as extranet partner responsiveness, financial perfomiancc. efficiency, 

eflfectiveness, learning and innovativeness The model shown in Figure I 1 graphically 

depicts that extranet competence has an indirect eflfect on the achievement of extranet 

goals by positively influencing the development of relational resources (hereafter, referred 

to by the shorthand description-—relationship capital) Thus, in this research, relational 

resources such as polyadic communication quality, information exchange, trust, and 

commitment constitute what is generally known as relationship capital (Hunt and Morgan 

1994, Lamb, Spekman, and Hunt 2002, Sarkar et al. 2001) In this research, the terms 

polyadic and interorganizational are used interchangeably 





Thus, this research explores the impact that Web-enabling technology has on 

channels of distribution and those relational factors that facilitate accomplishment of 

channel extranet goals These contributions will be accomplished by drawing on and 

integrating different theoretical perspectives, empincal research, and observations of 

extranet performance to identify the role of extranet competence in extranet performance 

This research makes the contributions discussed above by drawing upon and integrating 

several research traditions. From marketing, support is drawn from Resource Advantage 

theory (hereafter, R-A theory) (e g , Hunt 2000b) From organizational communications, 

support is drawn from relational communications theory (e g-, Barry and Crant 2000, 

Boorom et al. 1998; Rogers 1998) From management, support is drawn from strategic 

alliance success theory (e g , Kim 2001, Kogut 1988, Thorelli 1986), competence theory 

(e g , Sanchez, Heene, and Thomas 1996) and alliance competence theory (Lambe. 

Spekman, and Hunt 2002) Finally, the information communications literature grounds the 

propositions offered in this research (Steinfield et al 2001). 

R-A theory can be used to support a theory of extranet competence as an 

organizational capability that facilitates the combining of tangible and intangible basic 

resources possessed by the extranet partners. Thus, extranet competence motivates the 

creation of relational resources that may be used to eflficiently/effectively produce valued 

market offerings for some market segments (Hunt 2000b) More specifically, R-A theory 

suggests that basic resources such as Internet know-how must be combined via developed 

resources, such as relationship capital, into a network that cannot be matched by 

competitors (Hunt 1997a, 1995, Hunt and Morgan 1996, 1997, Lambe et al 2002, Porter 



1990) Firms that achieve these channel states should develop a market position of 

competitive advantage A market position of competitive advantage then leads to 

superior financial performance at the extranet partner level (Hunt and Morgan 1995) 

Competences have been defined in a variety of ways, depending on the perspective 

of the researcher For Day (1994, p 300), they are "superior skills, knowledge, and ability 

to learn " For Sanchez, Heene, and Thomas (1996, pp 7-8), a competence is "an ability 

to sustain the coordinated deployment of assets in a way that helps a firm achieve its 

goals." Indeed, differences in specific competences do explain why some firms are simply 

better at doing things (Hamel and Heene 1994; Heene and Sanchez 1996, Langlois and 

Robertson 1995; Sanchez and Heene 1997. Sanchez. Heene. and Thomas 1996) in this 

research, it is posited that a competence is entwined in the social fabric of the channel 

extranet and is therefore difficult to duplicate or surpass 

Lambe et al. (2002) find that an alliance competence has three facets (I) alliance 

experience (i e , knowledge about how to manage and use alliances), (2) alliance manager 

development capability (i e . the ability to develop managers that know the mechanics of 

collaboration), and (3) partner identification capability (i e , the ability to scan for, identify, 

and attract managers that enhance the competitiveness of the alliance) 



Lambe et al (2002) tested their conceptualization of the influence of alliance 

competence on alliance success and found strong support for their contention that (!) 

complementaty and idiosyncratic resources affect alliance success, (2) complementary 

resources have an indirect effect on alliance success through idiosyncratic resources, and 

(3) an alliance competence is antecedent to and has an indirect effect on alliance success 

through complementary and idiosyncratic resources 

Following Sanchez et at (1996) and extending Lambe et al (2002), an extranet 

competence is then an ability to sustain the coordinated deployment of relationship capital 

(relational resources that include trust, information exchange, commitment and 

commumcation quality), human capital and structural capital (e g , information) in a way 

that helps a firm achieve its goals (Tapscott et at 2000) 

The purpose of this research is to develop and empincalty test a competence model 

of extranet performance (see Figure i 1) Based on R-A theory, competence theory, and 

strategic alliance competence theory, it is hypothesized that Some channel extranets are 

better than others because their lead extranet partners have greater extranet competence 

(Sanchez. Heene, and Thomas 1996) 



To the extent that lead extranet partners have a channel extranet competence, there 

will be more relationship capital at the channel extranet level (throughout this research, 

relationship capital is simply a shorthand way to refer to relational resources of 

communication quality, information exchange, commitment, and trust) (Hunt 2000b, 

Sarkar et al. 2001, Tapscott el al. 2000) Greater levels of relationship capital lead to 

greater levels of extranet partner outputs including responsiveness, financial performance, 

teaming, efficiency, effectiveness, and innovativeness (Hunt 2000b, Morgan and Hunt 

1994, Noordewier etal 1990) 

Using considerable personal interviews with Internet sales managers at new-car 

dealerships, it was decided that commitment (a form of relationship capital) and learning 

(an extranet partner output) were not applicable in the automobile industry context of this 

study It was obvious that new car dealers did not see themselves as "committed" to their 

Internet lead generating service(s) Similarly, Internet sales managers at new car 

dealerships did not see themselves as "learning" from their lead generating service(s) 

Therefore, those two constructs were deleted from the model, and a revised model. The 

Competence Model of Extranet Performance New Car Retailing was then tested (see 

Figure 1 2) Following Bollen and Long (1992), a rival model (see Figure 1 3) was also 

tested 



.2 2 

oiU 





Overview of the Research Design 

This section provides a brief explanation of the data collection, measurement, and 

analysis procedures that were used in the study 

A web survey of Internet sales managers at newcar dealerships across the country 

was used Initially, black-owned dealerships were targeted in the hope that they would be 

more inclined to assist a researcher that happens to be African-American Next, other new 

car dealerships were contacted Both groups received (a) an introductory email, (b) a 

first email request, (c) a second email request, and (d) a third email request The sample 

consists of Internet sales managers who manage new car sales and relationships with 

Internet-based lead generating services such as Autobytel com and GMBuyPower.com 

With the exception of the construct efficiency, for which a new scale was 

developed, all of the constructs have well established measures that have been used in 

similar contexts These measures required only minor modifications Extranet 

competence draws on the measure developed by Lambe, Spekman, and Hunt (2002). 

Information exchange was measured by drawing on Mohr and Spekman (1994) The trust 

construct draws on Morgan and Hunt (1994) as found in Edison (1999) The Mohr and 

Sohi (1995) scale was adapted to measure communication quality To measure 

responsiveness, the scale originally developed by Baker and Sincula (1999) and 

subsequently modified by Ritter et al (2001) was adapted Finandal performance draws 

on the scale used by Lambe, Spekman and Hunt (2002) Narver and Slater's (1990) scale 

for market orientation was adapted to measure effectiveness The Innovativeness scale 

draws on Huriey and Hull's (1998) measure 
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In summary, the objective of this research design is to: (1) determine if an extranet 

competence construct exists as posited, (2) modify extant measures or newly develop 

scales to measure extranet competence, three relational factors (trust, information 

exchange and communication quality) categorized here as relationship capital, and the 

outputs of extranet partner: responsiveness, financial performance, efficiency, 

effectiveness and innovativeness, and (3) test a model that examines the effect that 

extranet competence has on relationship capital and its indirect effect on outputs of 

extranet partner- responsiveness, financial performance, efficiency, effectiveness and 

innovativeness 

The development and testing of the model is discussed in the remainder of the 

document in the following manner Chapter II begins with a brief overview of the model 

In particular, constructs are introduced and brief rationale is provided for hypothesized 

relationships Next, R-A theory is presented because it encompasses the competence 

literature m which this research is grounded Channel extranets are defined and the major 

research question concerning extranet diversity is discussed In order to further ground 

the model, a brief literature review discusses competence theory and alliance competence 

theoty. Next, extranet competence and richness theory are discussed Following that, the 

influence of extranet competence on relationship capital is discussed as well as the 

mediating role of relationship capital. Chapter III discusses the research methods used to 

develop the measures and collect the data in this study Chapter IV provides a detailed 

analysis In Chapter V, we conclude with a discussion of the results and their 

contributions to marketing theory, research, and practice 
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CHAPTER11 

MODEL DEVELOPMENT 

Brief Overview of the Model 

i now develop a process model that builds on the work of Lamb. Spekman, and 

Hunt (2002) I extend their concept with the notion that channel extranets are. and 

behave like, alliances This chapter discusses extranet competence and the hypothesis that 

It contributes to the achievement of extranet goals acting through relationship capital In 

this study, relationship capital is shorthand for relational factors such as trust, information 

exchange, and communication quality Thus, it is hypothesized that extranet competence 

has an indirect effect on extranet goals by positively influencing the development of 

relationship capital (In subsequent paragraphs, I will argue that this is an intangible 

idiosyncratic resource) It is also hypothesized that there is a positive relationship between 

relationship capital and the performance outputs of the partnering flrms (Dwyer, Schurr, 

and Oh 1987, Lambe et al 2002; Mohr and Nevin 1990, Mohr and Spekman 1994, Mohr 

et al 1996, Morgan and Hunt 1994; Sarkar et al 2001). Hypotheses regarding the 

influence of each construct, accompanied with rationales for the hypothesized 

relationships, are provided R-A theoty, which grounds competence theory, provides the 

theoretical foundation for the important role of extranet competence in explaining channel 

extranet diversity 



R-A Theory 

R-A theory draws on (1) resource-base theory (Barney 1991, Conner 1991), (2) 

competitive advantage theory in marketing and industnal organizational economics (Porter 

1980, 1985, and 1990), (3) Austrian economics (Dickson 1992), (4) theoty of differential 

advantage or heterogeneous demand theoty from marketing and economics (Alderson 

1957, 1965), (5) evolutionary economics (Hodgson 1993, Marshall 1890, Nelson and 

Winter 1982, Schumpeter 1950), (6) socio-economics and industrial theory (DeGregory 

1987. Etzioni 1988; North 1981,Ranson 1987) to form a dynamic theory of competition 

Hunt (2000b) argues convincingly that R-A theory explains why some firms perform 

better than others 

The central question of this research relates to extranet performance diversity 

Why do some channel extranets perform better than others'' Hunt (1997c, p 436) argues 

that R-A theory explains firm diversity, 

combining the resource based view (RBV) of the firm with heterogeneous demand 
and imperfect information results in diversity in the sizes, scopes, and levels of 
profitability of firms not only across industries, but also within the same 
industry R-A theory explains firm diversity in six ways First, by not assuming 
universal opportunism and allowing for trusting relationships Second, by holding 
that some assortments of resources are more efficient than others Third, by 
providing for the existence of niche markets Fourth, by allowing for firm-specific 
comparative advantages of some resources Fifth, by allowing for the inability of 
some firms to imitate, substitute or create some resources. Sixth, by making 
provision for the impact of changing consumer preferences 

Therefore, it follows that R-A theory can also be used to explain performance diversity at 

both the channel extranet (the network of partners) and the extranet partner levels 



Furthermore, R-A theoty grounds rdationship marketing because it allows for 

intangible resources like relationships (Hunt 1997c) Under R-A theoty. some resources 

have time compression diseconomies (i e , take time to team) Hunt sees heterogeneous 

and immobile relational resources as principle determinants of weahh creating capadty 

(Falkenburg 1996. Hum 1997c, Winter 1987) Hunt (1997c, p 439) ftirther argues that 

these relational resources are part of firm organization competences that are "higher-order, 

socially complex, highly inter-connected, combinations of tangible and intangible resources 

that fit coherently together and enable the firm to efficiently and effectively produce 

valued market offerings " 

The Hunt and Morgan (1996) model (see Figure 2 1) indicates that comparative 

processes are influenced by five environmental factors (1) the societal resources (on 

which firms draw), (2) the actions of competitors, (3) the behaviors of consumers, (4) 

public policy decisions, and (5) societal institutions According to Hunt (1995, p 8), 

"competition is the disequilibreating, ongoing process that consists of the constant struggle 

among firms for a comparative advantage in resources that will yield a market place 

position of competitive advantage and, thereby, superior financial performance " Thus, 

firms leam through competition as a result of feedback from relative financial performance 

signaling relative market position, which in turn, signals relative resources In R-A theory, 

competitors attempt to neutralize and/or leapfrog the advantaged firm Hunt and Morgan 

(1995) offer a nine cell competitive position matrix that depicts the various combinations 

of firm relative resource-produced value (for some segments) and relative resource costs 

for producing such value (see Figure 2 2) 
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Figure2 2 Competitive Position Matnx Source Hunt 2000b. 



Within this schematic, increases in productivity can result from increases in either 

efficiency or effectiveness The expectation of rewards stimulates proactive and reactive 

innovation, which also increases productivity 

Therefore, since R-A theoty, which is a resource-based theory of competition 

(Hunt 2000b). incorporates a competence-based theory of alliance success, R-A theory 

also grounds this research on extranet competence (Hunt 2000b) Thus, R-A theory 

supports the contention that basic resources, such as Intemet know-how, must be 

combined via developed resources, such as relationship capital, into a network that cannot 

be matched by competitors (Hunt 1997a, 1997c, Hunt and Morgan 1995, 1996, Lambe et 

al. 2002, Porter 1990) Firms that achieve these channel states should develop a market 

position of competitive advantage A market position of competitive advantage then leads 

to superior financial performance at the extranet partner level (Hunt 1995). 

Channel Extranets What Are They'̂  

Channel extranets are a collaboration of business partners linked (via a network) to 

one another over the Internet, and other connecting technologies, which allows partners to 

communicate, exchange files, purchase/sell goods or services, conduct information 

searches, manage their businesses, monitor business details, subscribe to services, and 

perform other activities (Lambe et al 2002, Vlosky et al 2000) For example, Reuters, 

whose core business is grouped around the financial markets area, is building an extranet 

with its 663,200 clients Financial industry professionals that are a part of this extranet 

can collaborate using real time quotes on thousands of financial instruments including 



equities, bonds and derivatives from hundreds of exchanges (Reuters 2002) Indeed, 

Vlosky et al (2000, p 440) found that extranets are bdng formed in a broad cross-section 

of industries but 

perhaps one of the best potential uses of extranets today is enhanced ordenng 
systems it is possible to achieve an "electronic integration effect" through 
extranets An extranet can connect a retailer's point of sale terminals to a 
supplier's delivery system, ensuring prompt replacement of goods sold 

The lack of what Vlosky et al (2000) label electronic integration effect largely accounts 

for the failure of Kmart According to Enc Beder, an equity analyst at Ladenburg 

Thalmann, 

Kmart never buih a supply-chain planning and execution system to effectively 
manage demand Meanwhile, Wal-mart built an E-business system to regularly 
communicate sales and inventory data from every store to thousands of suppliers 
and buyers, and deploy a private trading hub to consolidate its purchasing globally 
and bring suppliers online to bid on contracts—all part of a plan to lower costs and 
pass on savings (Informationweek 2002, p 26) 

Why Are Some Channel Extranets Better'̂  

Drawing on R-A theory, and hence competency theory (Hunt 2000b, Sanchez, 

Heene and Thomas 1996), it is posited that some channel extranets are better than others 

because they have more extranet competence A channel extranet competence is an ability 

to sustain the coordinated deployment of relationship capital, human capital, and structural 

capital (e g., information) in a way that helps a fimi achieve its goals (Sanchez et al 1996, 

Tapscott et al 2000) K-A theory broadens the concept of resources to include not only 

labor, capital and other tangibles, but also intangibles such as extranet competence (Hunt 

2000b) Thus, it is argued that extranet competence is part of the lead extranet partner's 
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higher-order organizational competences Furthermore, extranet competence is a distinct 

combination of three lower order resources extranet experience, extranet manager 

development capability, and partner identification ability (Lambe et al 2002) For 

example, Wal-Mart has a greater ability (more extranet competence) than Kmart to create 

relationship capital, an idiosyncratic relational resource Relationship capital is 

idiosyncratic because it facilitates collective extranet action (Lambe et al 2002) This 

helps firms in the extranet share and use their respective resources to achieve the goals of 

the extranet (Lambe et al 2002, Morgan and Hunt 1994) Furthermore, the relational 

resources described here as relationship capital meet all three critena for idiosyncratic 

resources set forth by Lambe et al (2002) First, relationship capital is developed during 

the life of the extranet Second, relationship capital is unique to the extranet Third, the 

relational factors that make up relationship capital are indeed higher-order resources 

Recently, Reach Marketing consultant Burt Flickinger III was quoted in the 

popular press as saying, "Kmart simply cannot out Wal-Mart Wal-Mart" (USA TODAY, 

2002) He then offers the following example 

In the last six months, Conaway [Kmart CEO] copied Wal-Mart's strategy, cutting 
back on the Sunday circulars, beUing that everyday low prices would draw 
shoppers It was a bad bet The cutback in circulars saved on advertising 
expenses, but has led to decreased foot traffic in the stores (USA TODAY, 2002) 

Taking this reasoning one step further, we can conclude that some channel extranets are 

better than others because they have a greater ability to utilize Web-enabtmg technologies 

such as the Intemet to increase the information carrying capacity of their channel extranet 

relationships, hence making their communication relationships more efficient, effective 



and, innovative than their competitors (Phillips and Meeker 2000) Unlike Kmart, Wal-

Mart has effectively substituted information for inventoty. 

Support for these ideas can be found by comparing Wal-Mart and Kmart on two 

important retail metrics (1) in-stock levels and (2) shrinkage Kmart has an average in-

stock level of 87 percent, while Wal-Mart is nearly 100 percent Wal-Mart's shrinkage, 

which is the loss of inventory due to thef̂ , or misplacement within the distribution system, 

is 0 75 percent compared to 2 5 percent for Kmart (USA TODAY, 2002) Wal-Mart has 

more extranet competence and hence has higher relationship capital than Kmart That is, 

Wal-Mart's channel extranet appears to have higher commumcation quality, better 

information exchange, and more tmst than Kmart In short, Wal-Mart may have used its 

extranet competence to develop an information advantage over Kmart and its other rivals. 

Thus, each extranet partner should experience (as a result of being connected to the 

channel extranet) improved channel responsiveness, financial performance, efficiency, 

effectiveness and innovativeness (Hunt 2000b, Lambe et al. 2002, Mohr et al 1996; 

Morgan and Hunt 1994, Vlosky et al 2000) 



Competence Theory 

Competences have been defined in a variety of ways, depending on the perspective 

of the researcher For Day (1994, p 300), they are "superior skills, knowledge, and ability 

to learn " For Sanchez, Heene, and Thomas (1996, pp 7-8), a competence is "an ability 

to sustain the coordinated deployment of assets in a way that helps a firni achieve its 

goals " Indeed, differences in specific competences do explain why some firms are simply 

better at doing things (Hamel and Heene 1994, Heene and Sanchez 1996, Langlois and 

Robertson 1995, Sanchez and Heene 1997, Sanchez, Heene, and Thomas 1996) In this 

research, it is posited that a competence is entwined in the social fabric of the channel 

extranet and is therefore difficuh to duplicate or surpass In support. Hunt (2000b) argues 

that competences are causally ambiguous, tacit, complex, highly interconnected and 

therefore asymmetrically distnbuted across firms in the same industty 

Thus, competence theory contributes to explaining why Kmart, with access to 

similar Web applications, similar pools of talent, similar store locations, and similar 

technology and equipment cannot leapfrog Wal-Mart in the market place, Wal-Mart has 

built up an idiosyncratic resource (e g . what is labeled here as relationship capital with 

firms such as Procter and Gamble) that K-Mart finds causally ambiguous, socially 

complex, tacit, and a lengthy time investment In support, Barney (1991) and Day (1994) 

identify five characteristics of resources that provide competitive advantage (1) valuable, 

(2) durable (e g , from mutual commitment), (3) causal ambiguity, (4) inability to duplicate 

advantage, and (5) first mover advantage Thus, relationship capital has the necessary 

attributes to enable a channel extranet to develop a superior competitive advantage 



because it is valuable, durable, is causally ambiguous and therefore difficult for 

competitors to duplicate {Hum 2000b) Finally, relying on the work of Hunt (2000b), and 

others, the present research can be grounded in competence theories (Aaker 1995; 

Andrews 1971, Chandler 1990, Hamel and Heene 1994, Hamel and Prahalad 1989b, 

I994a,b, Heene and Sanchez 1996; Hitt and Ireland 1985, 1986, Hofer and Schendel 

1978, Kay 1995, Lado, Boyd, and Wright 1992, Prahalad and Hamel 1990, 1993, Reed 

and DeFillippi 1990; Sanchez and Heene 1997; Sanchez, Heene, and Thomas 1996, 

Selznick 1957, Snow and Herbiniak 1980, Teece and Pisano 1994) 

.alliance Competence Theory 

Lambe et ai (2002) found that an alliance competence has three facets (I) alliance 

experience (i e., knowledge about how to manage and use alliances), (2) alliance manager 

development capability (i e , the ability to develop managers that know the mechanics of 

collaboration), and (3) partner identification capabihty (i e , the ability to scan for. identify 

and attract managers that enhance the competitiveness of the alliance) 

Lambe et al (2002) tested their conceptualization of the influence of alliance 

competence on alliance success and found strong support for their contention that (1) 

complementary and idiosyncratic resources affect alliance success, (2) complementary 

resources have an indirect effect on alliance success through idiosyncratic resources, and 

(3) an alliance competence is antecedent to and has an indirect efftct on alliance success 

through complementary and idiosyncratic resources Their findings add further evidence 

to support R-A theoty (Lambe et al 2002) The authors conclude that an alliance 



competence allows firms to acquire and combine their more basic resource advantages in a 

manner that allows for alliance success, (Lambe et al 2002) Following Sanchez et al 

(1996) and extending Lambe et at (2002), an extranet competence is then an ability to 

sustain the coordinated deployment of relationship capital, human capital, and structural 

capital (e g , information) in a way that helps a firm achieve its goals (Tapscott et al 

2000) This is an important finding given the dismal success rate of alliances in general 

(Day 1994) 

Extranet Competence 

Relying on the breakthrough work of Lambe et al (2002) as well as Tapscott et al 

(2000) and Sawhney and Parikh (2001), extranet competence is formally defined as an 

ability to sustain the coordinated deployment of relationship capital, human capital and 

structural capital in a way that helps a firm achieve its goals (e g . become more responsive 

to customer needs) 

Drawing on marketing theory, in particular the competence literature and 

resource-advantage theory, the management literatijre on strategic alliances, 

communications theory, and the information-communication technology literature, it is 

posited here that some extranets are better because they have developed an extranet 

competence (Can- 2001, Gates 1999, Hunt 1997a, 2000b, Kanter 2001, Lado et al 1992; 

Lambe et al 2002, Mohr and Nevin 1990; Sanchez et al 1996, Sanchez and Heene 

2000abc, TapscoH et al. 2000, Wall and Vilale 2001) In support, Ritter et al (2001, p 

2) argue that, 
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the ability of a firm to develop and manage relations with key suppliers, customers 
and other organizations and to deal effectively with the interactions among these 
relations is a core competence of a firm that has a direct bearing on a firm's 
competitive strength and performance We refer to this as a firm network 
competence 

Ritter et at (2001, p 4) define network competence as the degree of network 

management task execution and the degree of network management qualification 

possessed by the people handling a company's relationships For Ritter et al (2001), 

network competence has two dimensions (1) task execution (relationship specific and 

cross-relational tasks) and (2) qualifications whereby specialist and social qualifications are 

distinguished The Ritter et al (2001) definition is general in that it measures competence 

to develop and manage relations and networks with all types of business partners, not just 

those within distribution channels 

Using student respondents, Ritter et al. (2001) reproduced their German study (to 

measure network competence) and found network competence significantly associated 

with a firm's degree of technological interweavement and its innovation success It is 

reasonable to conclude that the Ritter et al (2001) performance output labeled innovation 

success includes creating new ways to add value (e g , new information or new 

knowledge) in channel extranets (Johnston et al 1988) For Ritter et al (2001, p. 7), 

technological interweavement is "the totality of a firm's technology-oriented relationships 

aimed at acquiring, jointly developing or diffiising of technology know-how and 

resources " Their findings support this research because acquinng, jointly developing, and 

diffiising of technology and resources are all closely related to the definition proposed here 

for extranet competence, which is conceptualized as having three components (1) 



extranet experience, (2) extranet manager development capability, and (3) extranet partner 

identification capability During the eariy stages of this research, it was proposed that a 

fourth dimension labeled, extranet knowledge management capability, be added to the 

extranet competence construct (Gates 1999, Lambe, Spekman, and Hunt 2002) 

It was posited that in addition to the three facets stated in the previous section, an 

extranet competence has an "extranet knowledge management capability " Based on over 

20 personal interviews during the data collection phase of this research, it was decided 

that extranet knowledge management capability should be deleted from the model (as a 

component of extranet competence) This decision was made for two reasons (1) the 

hems selected to measure extranet knowledge management capability were not really 

"competences." and (2) extranet knowledge management capability was too close to the 

information exchange construct Thus, extranet competence has three components (1) 

extranet experience, (2) extranet manager development capability, and (3) extranet partner 

identification capability 

The focus in this research is on the lead extranet partner This decision is made for 

two reasons (1) it is posited that the lead extranet partner has more of extranet 

competence than the other extranet partners, (2) it is thought that this research will have a 

greater impact (pragmatically speaking) on the lead extranet partner than it would on the 

total alliance of extranet partners In other words, the lead extranet partner is posited to 

be not only the initiator of the channel extranet but also the change agent of the channel 

extranet as well Although it is posited that the lead extranet partner has a greater degree 



of extranet competence, all partners bring to the table some measure of extranet 

competence and ability to use the Internet and other connecting technologies {Lambe et ai 

2002; Vlosky et al 2000) 

In this research, the Internet is viewed as an enabling technology The Intemet 

impacts channel relationships making them more efficient, effective and innovative 

(Hammer and Mangurian 1987, Nouwens and Bouwman 2001) h is a central premise of 

this research that some channel extranets are better at utilizing the Intemet (to manage the 

flow of information within the channel) than others because they have more of an extranet 

competence That is, they have a greater ability to use the Intemet and other connecting 

technologies within distribution channels in order to add value 

Richness Theory 

Drawing on the organizational communication literature, in particular richness 

theory, it is posited in this research that channel extranets that have more of an extranet 

competence have a higher information carrying capacity (Barry and Crant 2000, Daft and 

Lengel 1984) The notion of "carrying capacity" refers to the idea that communication 

acts, communication channels, and communication relationships vary in their ability to 

transmit information that enhances understanding (Barry and Crant 2000) It is important 

to note that in the context of this research, capacity refers to the channel extranet's ability 

to carry information 

The informational depth of transmitted data has been described as information 

richness (Daft and Lengel 1984) Similarly, the information and symbol-carrying capacity 



of a communication channel (e g , the Intemet) has been labeled media nchness {Daft and 

Lengel 1984) Recently, Barry and Crant (2000, p 446), extended the notion of nchness 

to the information flow between individuals and argue that "as communication 

relationships develop and social distance decreases, it follows that individuals within the 

dyad communicate more expertly and efficiently saymg and meaning more, with more 

accurate reception and comprehension, using fewer words and symbols " Extending Barry 

and Crant (2000), a channel extranet can also be viewed as a communication relationship 

(Macneil 1980, Vlosky et al 2000) Like Bany and Crant (2000). canying capacity can 

also be viewed as the richness of information flow between partners in a channel extranet 

Thus, the higher the carrying capacity (of a chanei extranet) the richer the information 

flows within the channel extranet There are three reasons for this conclusion First, the 

extranet is a channel of communication Second, suppliers, customers and tmsted 

competitors, within the channel extranet, form an interacting polyad. Third, Vlosky et al 

(2000) found that electronic communication with trading partners (followed by customer 

and vendor contacts) is the number one use of extranets. Therefore, a channel extranet is 

a communication relationship with varying levels of information carrying capacity (read 

the ability to carry information) 



Influence of Channel Extranet Competence 
on Relationship Capital 

Communication Quality 

Communication quality has been studied extensively in marketing and in the 

communication competence literatures (Anderson and Narus 1990, Anderson and Weitz 

1989, Morgan and Hunt 1994. Smith and Barclay 1997) This is not surprising given the 

impact communication has on channel relationships in general, and channel extranets in 

particular (Mohr and Nevin 1990) Mohr and Spekman (1994, p 138) suggested that. 

Because communication processes underlie most aspects of organizational 
fijnctioning, communication behavior is critical to orgamzationai success In order 
to achieve the benefits of collaboration, effective communications between 
partners are essential Communication captures the utility of the information 
exchanged and is deemed to be a key indicator of a partnership's vitality 

From the perspective of this discussion, a channel extranet is essentially a communication 

rdationship (Macneil 1980, Vlosky et al 2000) In support, Vlosk7 et al. (2000) argue 

that communication is critical in the extranet environment 

Yilmaz (2001, p 11) defines communication quality as "timely and accurate 

shanng of information through both formal and informal means " In the past, this 

definition for communication quality has received strong support in the marketing 

literature (Anderson and Nams 1990, Anderson and Weitz 1989, Morgan and Hunt 1994, 

Smith and Barclay 1997) However, a broader definition of communication quality is 

needed for channel extranets More specifically, communication quality, within the 



comext of this research, is not only coordinated (synchronized in time) and accurate but 

also efficient (Vlosky et al 2000) Efficient refers to communication that is high m 

informational content (Barty and Crant 2000) 

Therefore, it is posited here that to the extent that lead extranet partners have 

extranet competence, they will foster communication quality within the channd extranet 

Drawing on the relationship marketing literature (Morgan and Hunt 1994), Barry and 

Crant (2000) find that relational communication within the organizational dyad (a 

communication relationship) positively influences a new construct they label interactional 

richness They conceptualize interactional richness as "a dyad-level property of the 

interacting pair that reflects the pattern of interpersonal experiences and communication 

characteristics that unfold over time" (Barry and Crant 2000, p 657) More specifically, 

Barry and Crant (2000) define interactional richness as the extent to which communication 

within an interacting dyad at a given point in time is efficient (high in symbolic content), 

coordinated (cliATacXenz^d by synchronous interaction), and accurate (symbolic meaning 

is shared and appropriately interpreted) Furthermore, Barry and Crant (2000) found 

support for the contention that relational communication is antecedent to interactional 

nchness The unit of analysis for Barry and Crant (2000) is the organizational dyad 

However, the authors argue that ultimately, "the goal should be to place a relational model 

like the one presented here in the context of broader frameworks of organizational 

communication Understanding organizational communication requires a broader 

perspective that incorporates the stmctural and environmental influences on networks of 

information exchange" (Barry and Crant 2000, p 661) Extending Barry and Crant 



(2000) to the channel extranet, communication quality is formally defined as the extent to 

which communication within a channel extranet at a given point in time is efficient (high in 

symbolic content), coo/-(/wa/t'£/(characterized by synchronous interaction), and accurate 

(symbolic meaning is shared and appropriately interpreted) 

Communication quality in a channel extranet is achieved through human and 

mostly Web-enabled (e g., the extranet and other techmcally mediated environments) 

interactions (Tapscott et al 2000) Thus, to the extent that the lead extranet partner has 

an extranet competence, the lead extranet partner fosters a collaborative value creation 

process, which builds the information carrying capacity of the channel extranet (Barry and 

Crant 2000, Sarkar et al 2001). 

Unlike Barry and Crant (2000), the focus here is on the major antecedent of 

commumcation quality, not the social-cognitive determinants of interactional richness 

Thus, It is posited in this research that extranet competence is an important precursor of 

commumcation quality In support, Lambe, Hunt and Spekman (2002) found that alliance 

competence has been shown to affect alliance resources and alliance success 

Communication quality is an intangible resource possessed to some degree by each 

extranet partner (Hunt 2000b) Therefore, lead extranet partners with higher levels of 

extranet competence are better able to develop rich information flows within the channel 

extranet (Vlosky et al 2000) 

The term carrying capacity can be used to describe the richness of information 

flow between partners in a channel extranet (an interacting polyad) It is important to note 

that capacity as used here refers to the ability of the channel extranet to cany (as m flow) 



information Thus, communication quality can also be described as the information 

carrying capacity of a channel extranet (Barry and Crant 2000) 

Because communication relationships have vatying levels of information carrying 

capacity, they can be placed on a continuum Barry and Crant (2000) argue that 

communication relationship continuums can range from interactionally poor to 

interactionally rich. Barry and Crant (2000, p 651) state that "this expertise [the ability to 

say more, with more accurate reception and comprehension] and efficiency marks dyadic 

interaction as high in information and symbolic content, hence the dyad itself is 

interactionally rich " 

Based on the above, it is reasonable to infer that some channel extranets 

communicate more expertly and efficientiy, which is analogous to saying and meaning 

more, with more accurate reception and comprehension using fewer words and symbols 

That is, some channel extranets evolve toward shared systems where all partners interpret 

the meaning of data in the same way In support, Weill and Vitale (2001, p 234) argue 

for, "presenting the information to customers, allies, partners, and suppliers in clear and 

innovative ways that provide value " Thus, the partners potentially can share consensual 

new understanding (Barry and Crant 2000) 

When all members share responsibility for customer satisfaction, they work 

together to provide each other accurate, timely, and complete information, which in 

essence, is commumcation quality Furthermore, customer interaction leads to greater 

knowledge and new marketing opportunities To the extent that lead extranet partners 

have an extranet competence their communication is more efficient, coordinated and 
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accurate This makes sense for two additional reasons First, with greater extranet 

competence, the firm has the ability to efficiently manage attention as a scarce resouice 

(Tapscott 2000) In an information rich channel extranet environment, this is an important 

capability Tapscott (2000, p 202) provides support for this idea in the following 

quotation. 

In 1995, Nobel laureate Herbert Simon explained that attention scarcity results 
from three simple tmths First, a day has only twenty-four hours Second, the 
human capacity to pay attention is limited And last, people are inundated with 
information 

Therefore, high performing lead extranet partners not only manage attention well, they 

also do a good job of coordinating knowledge and authority to act on knowledge As 

indicated by Gates (1999), decision-making should be driven to levels closest to customers 

and their associated problems If lead extranet partners have more of an extranet 

competence, accurate information (and authority to act on it) are placed at the lowest 

feasible level within the network (Gates i 999) These statements can be summarized and 

formally stated as 

H1 Extranet competence will be positively associated with communication that 

IS efficient, coordinated, and accurate (communication quality) 



Information Exchange 

It has been said that data are the lifeblood of marketing Information can be 

defined as data that has been organized or given structure, i e , placed in context and thus 

endowed with meaning (Duncan and Moriarity 1998) Rogers (1995, p 6) saw 

information as "a difference in matter-energy that affects uncertainty in a situation where a 

choice exists among a set of alternatives " For Schramm (1973, p 38), it is the "stuff of 

communication, whatever content will help people structure or organize some aspects of 

their environment that are relevant to the situation in which they must act " Following 

Schramm (1973), information is defined as content that will help people understand some 

aspects of their environment that are relevant to the situation in which they must act 

Understanding is implicit in Schramm's definition of information In order to 

structure or organize, one must have some level of understanding. Channel extranet 

members seek conceptual understanding, product understanding, customer understanding, 

and so forth This creates a need for many types of knowledge within the channel 

extranet 

Information in a channel extranet takes on added importance because it becomes a 

factor of production (i e , information is used to add value), (Glazer 1991, Wdber and 

Kollman 1998) In support, Wigland (1997, p 5) stated "another perspective enters the 

picture when information itself becomes the commodity and when private markets have 

formed in which information can be bought and sold as a commodity " As a commodity. 



information has three mam characteristics (1) it is not easily divisible, (2) it is not 

inherently scarce, but frequently perishable, (3) it frequently exhibits increasing returns to 

use (Glazer 1991) Thus, the ability to efficiently and effectively exchange information can 

lead to an information advantage (Gates 1999, Sawhney and Parikh 2001) 

Based on the arguments presented thus far, the use of information is key to the 

futureof marketing in channel extranets (Moorman etal 1992. 1993,Glazer 199l,Kohli 

and Jaworski 1990) The best channel extranets tailor data and processes to the needs of 

individuals and firms within the extranet Information exchange includes a knowledge 

specification and knowledge location aspect to sharing information Put another way, it is 

a capability to decide where what types of intelligence should be placed m the channel 

extranet (Sawhney and Parikh 2001) 

Successfijl channel extranets must develop and manage different types of 

knowledge including planning knowledge, strategic knowledge, product knowledge and so 

forth (Sawney and Pankh 2001), Thus, it is posited here that channel extranets seek to 

develop a competitive advantage by developing and leveraging an information advantage 

(Hunt 2000b) According to Gates (1999, p. 238), an information advantage encompasses 

"the ability to gather and organize information, disseminate the information to the people 

who need it, and constantly refine the information through analysis and collaboration " 



To the extent that lead extranet partners have extranet competence, they should 

excel at (1) timely information exchange (Vlosky et al 2000) and (2) evaluating cost and 

customer benefit ofvanous types of information (Weill and Vitale 2001) In support, 

Vlosky et al. (2000). in a survey of 202 extranets. found that timeliness of information 

exchange is the most important benefit that companies receive from having an extranet It 

is also posited that lead extranet partners with more extranet competence will be better at 

selecting the information to be shared and the information to be witheld from extranet 

partners Put another way. lead extranet partners high in extranet competence should be 

able to determine the "degree of information sharing" necessary for the channel extranet to 

perform well 

Kanter (1994) described the degree of information sharing practiced by high 

performing channel extranets as communication that is reasonably open Partners share 

information required to make the relationship work, including their objectives and goals, 

technical data, and knowledge of conflicts, trouble spots, or changing situations To the 

extent that lead extranet partners have extranet competence, they are capable of gathering, 

synthesizing and distributing mfonnation within the channel extranet (Wdll and Vitale 

2001) They are able to present information to suppliers, intermediate customers, and 

uUimate customers in dear and innovative ways that provide value (Weill and Vitale 

2001) 



Taking this reasoning one step further, to the extent lead extranet partners have 

extranet competence, they build relationship capital by increasing the ability of each 

member to receive, process, and use information (Weill and Vitale 2001) In support, 

Weill and Vitale (2001, p 234) argue "the cntical success factor for the value net 

integrator [lead extranet partner] are helping other extranet alliance members capitalize 

on the information provided " As Gates (1999) put it, "power comes not from knowledge 

kept, but from knowledge shared Lead extranet partners with more extranet competence 

do a better (more efficient, effective and innovative at sharing knowledge) job of sharing 

knowledge (Sawhney and Pankh 2Ct01) By sharing knowledge (and the authority to use 

it) al the lowest levels (partners closest to the customer), these firms compete through 

communication (Kanter 2001, Mohr et al 1996) Phrased differently, to the extent that 

firms have an extranet competence, they compete through communication (Kanter 2001, 

Mohr et al 1996). The ability to compete through communication requires efficient, 

coordinated, and accurate communication within the channel extranet To the extent that 

a lead extranet partner has an extranet competence, they have the abihty to: (1) analyze 

and interpret information from multiple sources (coordinate multi-directional 

commumcations), (2) foster "rich information flow" between extranet partners 

(commumcate efficiently), and (3) share symbolic meaning that is appropriately interpreted 

(Barry and Crant 2000, Sawhney and Pankh 2001) Formally stated, 

H2 Extranet competence will be positively associated with information 

exchange 



Trust 

Tmst has been defined in a variety of ways, depending on the perspective of the 

researcher (Altman and Taylor 1973, 1992, Dwyer and LaGace 1986, Larzelere and 

Huston 1980, and Morgan and Hunt 1994. Rotter 1967) Morgan and Hunt (1994) 

conceptualized tmst between exchange partners as existing when one party has confidence 

in an exchange partner's reliability and integrity Interorganizational tmst (hereafter, 

simply trust) reflects an accumulation of the individual level tmst that exists between 

multiple persons and at multiple hierarchical levels across firms Extending Morgan and 

Hunt (1994), tmst is formally defined here as an accumulation of tmst that exists within 

the channel extranet and exists when channel extranet partners have confidence in each 

other's reliability and integrity 

Lead extranet partners with more extranet competence should (1) foster 

partnerships in which each extranet partner shares not only the risks but also the rewards 

(Ganesan 1994, Morgan and Hunt 1994), (2) build the confidence of each extranet partner 

that the lead extranet partner is consistent, competent, helpfli!, and benevolent (Ganesan 

1994; Morgan and Hunt 1994) These actions, when taken by the lead extranet partner 

will build tmst within the channel extranet Formally stated 

H3 Channel extranet competence will be positively associated with tmst 



This research explores the impact that Web-enabling technology has on channel 

extranets and those relational factors that facilitate the accomplishment of channel extranet 

goals (Barry and Crant 2000, Lambe et al 2002, Mohr et al 1996, Vlosky et al 2000) 

Put another way, this research examines channel extranets operating as Web-enabled 

distribution channels that reduce extranet partner product costs, improve responsiveness, 

and increase partners' efficiency, effectiveness and innovativeness This research claims 

that these extranet partner benefits are due to optimization of the information carrying 

capadty of the channel extranet 

The Mediating Role of Relationship Capital 

Relationship capital has been well studied in marketing (Berry 1995; Coleman 

1988, Dwyer, Schurr, and Oh 1987, Gronroos 1996, Hunt 2000b, Morgan and Hunt 

1994, Parvatiyar, Sheth, and Whittington 1992, Sarkar et al 2001, Sheth and Parvatiyar 

1995a,b, Varadarajan and Cunningham 1995, Young and Wilkinson 1989) Falkenberg 

(1996) considered relationship capital when measuring the behavioral assets of an 

organization For Tapscott (2000), relationship capital is a firm's ability to engage 

customers, suppliers, and other partners in mutually beneficial value exchanges For Hunt 

(2000b), it IS a resource and therefore part of organizational capital Following Tapscott 

(2000), and extending Hunt (2000b), relationship capital (shorthand for relational 

resources that include tmst, information exchange, and communication quality) is the 

stock of relationships with suppliers, intermediate customers, uhimate customers, third 

party logistics providers and others It is important to note that "stock," in this research. 



refers to the quantity and quality of relational resources of the channel extranet 

Relationships that are more efficient, more effective, and more innovative are deemed to 

be of higher quality More specifically, higher quality relationships are relationships that 

are more productive at engaging suppliers and other channd extranet partners in mutually 

beneficial value exchanges 

Having defined relationship capital as a resource, R-A theoty can now be used to 

explain its central role in extranet performance In his comprehensive development of R-A 

theory. Hunt (2000b, p 11) defines resources as "the tangible and intangible entities 

available to the firm that enable it to produce efficiently and/or effectively a market 

offering that has value for some market segment(s) " Relationship capital is then an 

idiosyncratic relational resource (i e., the ability to combine basic resources such as 

Intemet know-how more efficiently, effectively and innovatively) to create a market 

offering that has value to some market segment (Hunt 2000b; Lambe et al 2002, Morgan 

and Hunt 1994, Tapscott 2000) When relationships are more efficient, effective, and 

innovative, they have a greater ability to produce a market offering that adds value to 

some market segments (Nouwens and Bouwman 2001) Hunt (2000b, p 12)states, 

"Rivals will fail (or take a long time to succeed) when an advantage-producing resource is 

causally ambiguous, socially complex, highly interconnected, or tacit, or when it has time 

compression diseconomies or mass efficiencies " In the context of this research, 

relationship capital is an advantage producing resource Relationship capital is causally 

ambiguous, socially complex, tacit, and has time compression diseconomies (some 

relationships are developed over long periods of time) 



Following Sakar et al (2001), the notion of rdationship capital descnbes the stock 

of three relational factors communication quality, information sharing, and trust The 

following sections describe these relational factors and their centra! role in the relationship 

between extranet competence and extranet performance outputs The first relational 

factor to be discussed is communication quality 

Relationships as Resources 

Communication Quality 

As stated m an earlier section of this study, communication quality is the extent to 

which communication within a channel extranet, at a given point in time, is efficient (high 

in symbolic content), coordmated (characterized by synchronous interaction), and 

accurate (symbolic meaning is shared and appropnately interpreted) To the extent that 

there is communication quality, channel extranets evolve toward shared systems where all 

partners interpret the meaning of data in the same way (Barry and Crant 2000) Frazier 

(1999, p. 229) defines intelligence as "information on the marketplace processed and 

retained by channel members that could potentially reduce decision making uncertainty " 

.Achrol (1991, p 80) defined intelligence as "integrated knowledge of a firm's worldwide 

markets, customers, competitors, technologies, and assets, managed to maximize its 

strategic flexibility and time efficiency, and thus permitting rapid responses to changes in 

any or all of those factors " Intelligence, in the literature, has been linked to being more 

market oriented, and substantial support exists for the conclusion that being more market 

oriented leads to higher financial performance (Jaworski and Kohli 1993) 
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As rich information is exchanged over time, channel extranets increase intelligence 

Communication quality builds rich information exchange, which enhances channel extranet 

intelligence Furthermore, communication quality is essential to a channel extranets 

ability to be responsive to customer needs as they arise Channel extranets that have 

efficient, coordinated, and accurate communications are more efficient at managing the 

flow of goods and services in their channels of distribution When communication is 

efficient, only the information that is needed to add collaborative value is exchanged This 

makes channel extranets operate more efficiently, effectively, and innovatively 

To the extent that communication within the channel extranet is efficient, 

coordinated and accurate, the extranet will be better able to use that higher information 

carrying capachy to develop new information-based products (in short, be more 

innovative) Recently, a writer for the Economist (Symonds 1999, p i 1) described this 

phenomenon 

the Intemet's universal connectivity has enabled h to create a three-way 
information partnership with its suppliers and customers by treating them as 
collaborators who together find ways of improving efficiency across the entire 
chain of supply and demand, and share the benefits 

Weil! and Vitale (2001, p 234) argue for "presenting the information to 

customers, allies, partners and suppliers in dear and innovative ways that provide value " 

Thus, It is posited that communication quality is central to the devdopment of 

information-based products that add value (Weiber and Kollman 1998) Glazer (1991, p 

67) predicted that 

the information commodity will come to reshape the reigning business paradigm 
Information (which is nonappropriable, nonscarce, and has increasing returns to 



use) resuWs in the breaking down of boundaries and leads to issues of access, 
sharing, and creating opportunities for use 

It is theorized that communication quality is central to successful charmel extranets It is 

posited that it has a direct impact on the financial performance of each partner of the 

network as well as the entire network system Holden and O'Toole {2001. p 1), in a 

recent study on the impact of information technology on retailers, found that, 

the core process found to affect the evolution of the electronic relationship 
was that of communication which includes information exchange patterns 
Our main conclusion is that while operational benefits from inter
organizational information systems are deliverable, in many instances, 
further benefits only occur where a relational stmcture facilitates their 
exploitation 

Thus, communication quality plays a central role in extranet performance Formally 

slated 

H4a-e Communication quality is positively associated with extranet partner (a) 

responsiveness, (b) financial performance, (c) efficiency, (d) effectiveness, 

and (e) innovativeness 

Information Exchange 

Information exchange includes sharing technical data, objectives and goals, and 

also knowledge of conflicts, trouble spots, or changing situations (Day 1994, Glazer 1991, 

Rheingold 1993) Macneil (1980) argues that free exchange of sensitive information is a 

characteristic of increased relational exchange. In other words, the fact that channel 

extranet partners exchange more information, and more sensitive infomiation, is 



evidence that rdationship capital has increased Uzzi (1996, p 693) stated that, "as such 

issues of sdf-interest maximization, generalized reputation, and repeated-gaming fade into 

the background, issues of how social relations promote thick information exchange, rapid 

and heuristic decision-making, and the search for positive-sum outcomes take the fore " 

Higher levels of information sharing within the channel extranet makes possible 

what Weiber and Kollman (1998) label as information-based marketing Weiber and 

Kollman (1998, p 611) stated that information-based marketing, "makes the hardware of 

interactive information networks (data-bank systems and so forth) useful to companies in 

terms of creating customer loyalty through individualized products and services" Thus, 

information shanng aids the organization's efforts to learn customer wants and desires 

Increased learning then leads to improved financial performance In support, Wdber and 

Kollman (1998, p 605) suggested that "these virtual value creation activities take the 

form of collection, systemization, selection, combination and distribution of information " 

There is the notion of "connectivity" as argued by Kotler and Armstrong (2001) 

Kotler and Armstrong (2001) defined connectivity as the extent to which a firm is 

electronically linked to its customers, suppliers, partners, service providers and E-

marketplaces (exchanges) Extending Kotler and Armstrong (2001), channel extranets 

allow partners to share information quickly and adjust to the conditions of the market In 

short, information exchange makes channel extranets more responsive to (i) changes in 

market demand, (2) changes in the competitive environment (3) changes in the regulatory 

environment, (4) changes in the technological environment, (5) changes in the economic 

environment The result'' These channel extranets do not have to carry inventory to cover 



all situations and can therefore effectively substitute information for inventory It is 

posited that this makes channel extranets more efficient, eff"ective, and profitable 

For example, Dell reportedly carries six days of inventory on average compared to 

30 days for nval Compaq (Hamel and Sampler 1998) This itiformation advantage leads 

to improved financial performance Firms that possess more of an extranet competence 

have a unique ability to leverage the Web to gain time compression economies, overcome 

geographical distances, and improve the stmcture of channel relationships (Hammer and 

Mangurian 1987, Vlosky et al. 2000; Wdll and Vitale 2001) In particular, the focus here 

is on the impact that extranet competence has on charmel relationships (Lambe, Spekman, 

and Hunt 2002) This can be seen graphically in the impact/value framework (see Table 

2-1) originally developed by Hammer and Mangurian (1987) and slightly modified for use 

here 

It is a central premise of this research that extranet partners, as a result of their 

extranet relationship, should become more efficient, effective, and innovative (see bottom 

row of Table 2 I) Extranet partners become more efficient, effective, and innovative as 

the relationship capital of the channel extranet is increased Therefore, as a result of being 

in communication relationships characterized by information shanng, extranet partners 

should become more efficient, effective, and innovative and have better financial 

performance (Dwyer, Schurr, and Oh 1987, Morgan and Hunt 1994, Nouwens and 

Bouwman 2000) 



Table 2 I 
Impact/Value F^amewojk 

Impact/Value 

Time 

Geography 

Relationships 

Efficiency 

Accelerate business 
process 

Recapture size 

Bypass 
intermediaries 

Effectiveness 

Reduce information 
float 

Ensure global 
management 
control 

Replicate scarce 
knowledge 

Innovation 

Create service 
excellence 

Penetrate new 
markets 

Create new ways to 
add value 

Source Hammer and Mangunan (1987) 



This has significant pertbrmance implications as value shifts from entities that own 

intelligence to those that orchestrate the flow and combination of intelligence That is, in 

some instances more money can be made in managing interactions than in performing 

actions This explains why companies like Cisco and Hewlett-Packard are evolving into 

intelligent hubs that coordinate the interactions among a network of channel partners, 

suppliers, and customers (Sawhney and Parikh 2001) It follows that keeping ail members 

informed with muUi-directional communication increases the quality and quantity of 

information that provides substantial consensual understanding (Mohr and Nevin 1990, 

Tapscott et al 2000) Schmitz (2001) sees this as an electronic communication effect that 

enables users to interconnect various sources of existing digitized information Thus, the 

value added by gathering and orgamzing information will increase The more that partners 

interact and involve themselves in the information about the flow of goods and services, 

the more value that is created (Wilson 1995) To the extent that there is information 

exchange, there is "transparency" (the degree of openness to one's partner) in the extranet 

relationship (Sarkar et al 2001) Thus, a norm of information exchange allows all 

partners access to the information they need to solve problems and fed comfortable that 

they are shanng in the rewards To the extent that there is increased infomiation sharing, 

this tends to constrain the intent of extranet partners to that of leaming (because sufficient 

infomiation exists within the channel extranet regarding the intent of the partners) 



Channel extranets should be regarded as social laboratories, used to learn about 

partnering (e g , leaming how to create a information advantage), and used to leam better 

ways to satisfy customer needs (Maccoby 1997) Tomas and Gomez (1995) argued that 

socialization is the only means of transferring tacit knowledge between individuals through 

observation, imitation, and practice Business units may form channel extranets, but 

relationships take place between people Thus, channel extranets are social systems that 

facilitate the transfer of tacit knowledge. In support, Sarkar el al (2001, p 364) argued, 

communication facilitates the realization of mutual benefits by allowing exchange 
of necessary information and by reducing misunderstandings and uncertainty 
(Dwyer et al. 1987, Mohr and Nevin 1990) Mutual disclosure ensues from a 
norm of information exchange (Heide and John 1992) and helps volitional 
compliance between partners It highlights shared interests and common goals 
(Mohr et al. 1996) and thus affects collaborative performance 

This leads to the following hypothesis 

H5a-e Information exchange is positively associated with extranet partner (a) 

responsiveness, (b) financial performance, (c) efficiency, (d) effectiveness, 

and (e) innovativeness 

Interorganizational Tmst 

An agglomeration of tmst exists within the channel extranet when channel extranet 

partners have confidence m each other's rdiability and integnty (Morgan and Hunt 1994). 

It is theonzed that tmst is central to successfijl extranet performance and has been labded 

by Sherman (1992, p 78) as "the biggest stumbling block to the success of strategic 

alliances " As indicated by Weitz and Jap (1995), supplier fear that sensitive information 



might be revealed to competitors limits the degree to which tmsting relationships can 

develop Tmst mitigates the fear that one's exchange partner will behave opportunistically 

(Ganesan 1994; Nevin 1995). This has important implications for the financial 

performance of channel extranets Indeed, it is tmst that induces a channel extranet 

partner to take on increased risk associated with additional technological investments that 

are deemed necessary for economic growth 

Polyadic tmst acts as a substitute for hierarchical governance and takes on added 

importance where formal ownership-based govemance is absent (Dwyer et al. 1987) 

Like Lamb et al (2002), tmst makes possible the integration of partner firms' individual 

resources In support, Sarkar et al (2001, p 363) stated, 

tmst has efficiency implications, and its potential cost reduction and value enhancing 
properties need to be recognized There is evidence that tmst has important imptications 
for market performance and efficiency this occurs because of reduced costs of 
monitoring and the abibty of partners to engage in the complex process of integratmg their 
disparate tacit resources and capabilities effectively when the relationship is charactenzed 
by mutual tmst 

This leads to the following hypothesis 

H6a-e Tmst is positively associated with extranet partner (a) 

responsiveness, (b) financial performance, (c) efficiency, (d) effectiveness, 

and (e) innovativeness 

In the next section, five extranet partner outputs will be discussed responsiveness, 

financial performance, efficiency, eflTectiveness, and innovativeness All five are posited to 

increase as relationship capital increases In support, Monczka et al (1998) found 

information quality, participation, joint problem solving, and information sharing 

significantly related to the success of strategic supplier alliances 
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Perfonnance Outputs 

Extranet Partner Responsiveness 

Responsiveness is conceptualized as existing when a channd extranet can adapt 

quickly to changes m the environment, customer needs, customer preferences, and so 

forth. To the extent that a channel extranet has relationship capital, there exists a highly 

defined division of labor within the extranet Therefore, it is reasonable to infer that this 

division of labor shortens the customer/problem response time of the channel extranet 

(Johnsen and Ford 2001) 

Extranet Partner Financial Perfomiance 

Following Hammer and Mangurian (1987). relationship capital may lead to 

bypassing some intermediaries in the distribution channel (disintermediation) According 

to Wigland (1997), disintermediation is the displacement or elimination of market 

intermediaries, enabling direct trade with buyers and consumers without agents That not 

withstanding, Alderson (1965) argues that one can eliminate a charmel member but the 

fiinction must still be performed (necessitating some form of reintermediation) Despite 

the fact that channel fijnctions must still be performed, doing them over the Internet may 

provide a significant cost savings It stands to reason that fijll or partial elimination of the 

channel will impact channel efficiency and firm performance Thus, relationship capital 

leads to superior financial performance (superior extranet partner profits) by reducing 

product/service costs, A good example of this is taking place in the travel industry where 



many travel agents are bdng removed from the distribution channel and replaced with 

lower cost Web-enabled booking systems (e g , orbitz com) 

Extranet Partner Efficiency 

Some communication relationships are simply more efficient than others (Hunt 

2000b; Nouwens and Bouwman 2001) More precisely, some channel extranets either (1) 

produce more output with the same level of inputs, or (2) produce the same output with 

less input (see Figure 2 2). As a result of being m a relationship capital building channel 

extranet, channd extranet partners should (I) more efficiently create value, or (2) be 

more effective by efficiently cieating more value (Hunt 2000b, Sarkar et al. 2001) 

Extranet Partner Effectiveness 

Some communication relationships are more effective than others (Hunt 2000b; 

Nouwens and Bouwman 2001) That is, they are better able to achieve their individual 

and collective goals This performance output requires (1) the availability of information 

(a prerequisite to increased relationship effectiveness) to customers, competitors, 

suppliers, and distributors, and (2) the achievement of relational goals such as cost 

reduction or improved responsiveness to customer and extranet partner needs (Tapscott et 

al 2000) It is posited that to the extent that there is relationship capital, extranet partners 

replicate and distribute scarce knowledge throughout the extranet, empowering all 

extranet partners to solve problems (Nouwens and Bouwman 2001) Volsky et al {2000) 

examined how extranets impact business practice and relationships and found that higher 
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quality and higher quantity of information is exchanged with extranet partners than non-

extranet partners The authors also found that extranet rdationships (versus non-extranet 

rdationships) had moderately higher purchase/sales, service received in the rdationship, 

higher inventory turns, higher margins, higher quality and lower frequency of claims 

Another goal of the channel extranet might be to devdop the innovative capadty of all 

extranet partners 

Extranet Partner Innovativeness 

Some communication relationships are more innovative than others (Nouwens and 

Bouwman 2001) Rogers (1995, p 18) defined innovativeness as "the degree to which an 

individual or other unit of adoption is relatively eariier in adopting new ideas than the 

other members of a system." Hurley and Hult (1998, p. 44) defined innovativeness in a 

manner that is not constrained by Roger's interest in the rate of adoption or the diffusion 

of innovation, "innovativeness is the notion of openness to new ideas as an aspect of a 

firm's culture " Extending Huriey and Hult (1998), innovativeness is an extranet 

partner's orientation toward innovation Therefore, an extranet partner has innovativeness 

when it is open to new ideas as a result of belonging to the channel extranet (Huriey and 

Hult 1998) Put another way, innovativeness describes extranet partners that are oriented 

toward creating new ways to add value (e g , new products/services) 

Strengthening this argument, Huriey and Hult (i 998) found that the antecedents of 

innovativeness include relational factors such as participative decision-making, support, 

collaboration, and power sharing Thus, relationship capital (communication quality. 



information exchange, and tmst) leads to an extranet partner being open to new ideas 

Although Hurley and Hult's focus is on the relative innovativeness ofvanous cultures, it 

seems reasonable that this definition can be extended to extranet partners 

Proposed Rival Model 

Bollen and Long (1992) argued that good stmctural equation modeling requires 

that a rival model be proposed and tested Extending the work of Lambe et al. (2002), 

one might argue that extranet competence may directly as well as indirectly impact 

extranet partner efficiency and innovativeness (see Figure 1 3) For example, lead extranet 

partners with more of extranet competence could, because they have more extranet 

experience, are better at developing extranet managers; have enhanced ability to identify 

extranet partners, be able to make new car dealers more efficient and innovative by simply 

transferring new technology 



CHAPTER III 

METHOD 

Sample 

The research design consisted of a sample of Intemet sales managers from new-car 

automobile dealerships These salespeople were asked to respond to a web-based survey 

Although the majority of the responses came in over the Intemet, responses were also 

received via self-administered questionnaire (a pnnted form of the web survey) 

Respondents were sent a pre-notification email followed by an email contaimng a link to a 

web site survey Respondents received a second and tfiird follow-up email (Fern et al 

1986, Hutchison et al 1999, Opperman 1995) In some cases, respondents were called, 

reminded of the emails, and took the survey during the phone call There were a total of 

175 respondents. This consisted of 153 useable online surveys and twenty-two 

questionnaires which were completed on-site at new-car dealerships. Thus, 153 

respondents took the survey online In order to increase the response rate, two actions 

were taken (1)1 accepted multiple responses from the same dealership regarding the 

firm's extranet relationships (more than one person could respond from each 

organization), and (2) respondents were offered a chance to win a Palm Pilot personal 

digital assistant (PDA) Additionally, all respondents were offered a summaty of the 

findings of this research 



There were two major concerns in the selection of an appropnate sample for the 

present study First, that firms in the chosen industry were connected by extranet(s), and 

secondly, that the firms at least, behaved like a distribution channel extranet alliance 

Thus, it was not deemed necessary that the practitioner managers in the specified industry 

perceived themselves as being part of an alliance, they only needed to behave as though 

they were In order to justify the application of the mathematics of probability and make 

generalizations from sample statistics to parameters the respondents should be randomly 

sampled (Pedhazur and Schmelkin 1991) 

The sample drawn should include a large variance in characteristics such as sales 

revenue, location, number of employees, and personal characteristics of the respondent 

(gender, age, race, and so forth) However, taking limited resources into consideration, it 

was decided that a convenience sample was sufficient Based on preliminary research, it 

was posited that new car dealers that were connected to independent and manufacturer-

owned lead generating services via the Intemet would behave as though they were part of 

a distribution channel alliance Three pretests were performed at new-car dealerships to 

determine the quality of the survey and to identify items that were ambiguous or difficuh 

to answer A "think aloud protocol" was used to leam how best to improve the survey. 

Upon completion of each pretest, the survey was modified pnor to it being pretested 

again Thus, a final draft of the survey was developed and sent to the full sample. 

Narratives from all pretest interviews can be found in Appendix 1 Based on the pretests, 

it was concluded that auto retailers, and Internet lead generating services (1) are 

connected by extranet(s), (2) behave like alliances, and (3) are distribution channel 



members In support, one Intemet sales manager stated, "GmbuyPower gives me 

exposure, they have a huge database that is simple and easy to use " He also stated that 

although his dealership has a Web site, he can not offer the consumer the timely, accurate, 

and comprehensive information that GmbuyPower can 

Questionnaire Design and Measurement of Constmcts 

The Web survey and questiomiaire consisted of three major sections (I) a brief 

introduction, (2) survey instructions including a self-assessment of knowledgeability and 

experience, and (3) twenty-five muUiple part questions (for a total of 64 queslions). 

Multiple-item, self-report measures were used for all constructs in the 

hypothesized model (Churchill 1979) With the exception of efficiency, all of the 

constmcts have well-established measures that have been used in similar contexts These 

measures required only minor modifications A new scale was developed to measure 

efficiency The analysis included measures for nine constmcts extranet competence, three 

aspects of relationship capital communication quality, information sharing, and tmst as 

well as extranet partner responsiveness, financial performance, efficiency, effectiveness 

and innovativeness Recall, that commitment and leaming were deleted from the model 

Extranet Competence 

Intemet sales managers were asked to provide information on the degree to which 

the components of extranet competence were present within the lead extranet partner (see 

Figure 3 I) Extranet competence was conceptualized as a formative, second-order 
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constmct with four dimensions extranet experience, extranet manager development 

capability, extranet partner identification capability and extranet knowledge management 

capability 

Extranet competence was measured using the scale developed by Lambe, 

Spekman, and Hunt (2002) The scale was modified in two ways First, "we" was 

changed to "our" in order to refer to the lead extranet partner instead of an alliance 

partnership Secondly, the Lambe et al (2002) scale taps three dimensions of alliance 

competence alliance experience-based knowledge, alliance manager development 

capability, and partner identification capability Based on the popular press work of Gates 

(1999), three items were developed and added to measure a fourth dimension labded here 

as knowledge management capability Thus, the items of the adapted scale focus on (1) 

the degree of experience with channel extranets, (2) the degree to which the lead extranet 

partner has the ability to develop channel extranet managers, (3) the degree to which the 

lead extranet partner has the ability to find channel extranet managers, and (4) the degree 

to which the lead extranet partner gathers, organizes, disseminates and constantly refines 

useful information 



I Evtninct E\penencc-Based Knowledge 
I In ni\ opinion, our le;id generating service 

II has a lot of cMmncl cxpcncnce 
2 has p.nlicipaicd in man\ cxlmncts 

1 seems to know a lot about extranets 

j Extmnct P;itlncr IdenlificaUon Capability 
j In my opinion, our lead generating scaice 

11 IS good at actively searching for promising exlrancl partners 

12 IS goodal seeking out potential partners lliat can help our cMranei 
I ^ IS good at constantly seeking cvtranet partnering opporluniiies 

14 IS always looking for finiis thai wc can partner witti lojoinilv develop compeUtivc ad\anlage 

I Extranet Manager Development Capability 
[ In my opinion, our lead generating service 

II has programs (e.g , dealer Irammg seminars) to develop cxtranci managers 
12 understands how to produce efTeclive extranet managers 
13 efTeclively Irains compctenl extranet managers 
14 Knows how to idcntily effective extranet managers 

Knowledge Management Capability 
In my opinion, our lead generating service 
1 gathers and organizes infonnalion useful to Ihc cxtranei 
2 dissenunates information to the partner who need il 

13 conslanlly refines infonnalion through analysis and collaboration with other extranet partners 

Figure 3 1 Initial Extranet Competence Scale 

Relationship Capital 

The reflective scale developed by Vlosky et a! (2000) was used to measure the 

commitment constmct The scale was modified in two ways First, "suppliers/customers" 

was changed to "extranet partners " This change was made because extranet partners is 

more descriptive of channel extranet members Additionally, item 3 was omitted because 

it is an outcome of commitment not a measure of commitment 



The reflective scale developed by Mohr and Spekman (1994) was used to measure 

information exchange The scale was originally developed to measure the extent to which 

information is exchanged between a manufacturer and distnbutor Therefore, terms such 

as "party" and "manufacturer" have been changed to "others (including the lead generating 

service, and car maker) " 

The Morgan and Hunt (1994) reflective tmst scale as found in Edison (1999) was 

used to measure tmst with slight modification For example, "firm" was changed to 

"others (including the lead generating service, and car maker)," and "is" was changed to 

"are " The first item (are honest and tmthfiil) from the Edison version of Morgan and 

Hunt (1994) was inadvertently omitted from the Web survey 

Communication quality captures the degree to which communication is efficient, 

coordinated and accurate The Mohr and Sohi (1995) scale was adapted to measure 

communication quality Two items were added to tap the degree to which 

communication is synchronized and usefiil within the channel extranet 

The imtial scales for tmst, commitment, information exchange, and communication 

quality, collectively referred here as relationship capital, are listed in Figure 3 2 



Relationship Capital 

Trust 

I believe that oihcrs (including llie lead generating scr^ ice, and car maker) connected lo ni> cxtranci 
1 are honest and Inithful 

2 can be counted on to do what is riglii 
1 are faithful 
4 arc partners ihat 1 ha\e confidence m 
5 have lugh inicgntv 

6 arc not reliable (R) 
7 are capable 
8 are competent, 
9 are inislwortliy 

Com mil me nl 

1 We expect our relalionsiup with our cxlnmet partners to strengthen O\CT time 
2. We are committed to our e.xtranct partners 
.V We are willing lo put considerable eflbrl and investment into building our auto sales business 

vMih cxtninct partners. 
4 We have invested a lot of cITort in the relationship with our cxiranel partners 

Information Exchange 
1. We share confidenUal infonnalion with other cxiranel partners 
2 We infonn other extranet partners in advance of changing needs 
3 It is expected that any information which might help other exlranei partners will be provided 
4 The extranet partners are expccied lo keep each other informed about events or changes ihal may 

affect other extranet partners 
5 It is expected that extranet partners will only provide mformalion according lo prc-spccificd 

agreements (R) 

Commumcalion Qualily 
To what extent do you belie\e that mformalion exchanged among exlranet partners (including the lead 
generaung service, and car maker) is. 

11 Umely/untimely. 
2 accurate/inaccurate 

13 adequate/inadequate 
4. complete/incomplete 

15. credible/not credible 
16. sy nctiromzed/uncoordmatcd 

7 useful/not useful _ _ _ _ _ _ _ ___. - — 

Figure 3.2 Initial Relationship Capital Scale 



Performance Outputs 

Extranet Partner Responsiveness 

Intemet sales managers were asked to provide information on the extent to which 

their dealership has become more responsive (as a result of being connected to the channel 

extranet) to changes in the channel environment, changes in customer needs and so forth 

(see Figure 3 3) To measure responsiveness, conceptualized as a reflective, first-order 

constmct, the eight-item scale onginally developed by Baker and Sincula (1999) and 

subsequently modified by Ritter et al (2001) was adapted. The scale was modified to 

make the unit of analysis the extranet partner Item 4 was adapted from the Sharma et al 

(1990) scale to fully tap the extent to which extranet partners have become more 

responsive as a result of being connected to the extranet 

Responsiveness i 
As a result of being connected to this exlranet, which provides us sales leads, our dealership. I 
1 can react quickly to compcUlor's acUons | 
2 can read quickly to changing customer needs i 
3 can read quickly to changing market conditions , 
4 can^rgamzc extranet partners quickly in response to a challenge froni our competitors __ _ J 

Figure 3 3. Initial Exlranet Partner Responsiveness Scale 

Intemet sales managers were asked to provide information on the extent to which 

dealership profits have changed as a result of being connected to the channd extranet (see 

Figure 3 4) To measure extranet partner finandal performance, the Lamb et al (2002) 

three-Item reflective measure for joint alliance success (which is based on joint profits to 

the two-party alliance) was adapted Joint has been removed to reflect the fact that 
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extranet partner profitability (as a result of bdonging to the channel extranet) is being 

measured as opposed to the joint profit of a dyad 

Exlranet Partner Financial Performance 

I As a result of being connected lo this exlranet, which provides us sales leads, our dealership 
II has achieved a high level of profits 

12 is more profitable tlian it would be if \\c liad noi joined 
j 3 is becoming increasingly profitable _ _ 

Figure 3 4 Initial Extranet Partner Financial Performance Scale 

Intemet sales managers were asked to provide information on the extent to which 

the shared set of beliefs about causal relationships held by individuals within the extranet 

partner's organization has changed (as a result of being connected to the channel extranet) 

(see Figure 3 5) The Kale et al (2000) five-item measure was modified so as to be 

geared toward knowledge transfer in channel extranets Item five was dropped because it 

was redundant under the joint knowledge transfer schema 

I Extranet Partner Learmng 
! As a result of being connected lo this exlranei. which provides us sales leads, our dealership 
I has learned or acquired some cntical capability or skill from oUier extranet partners 

12 has been helped to enhance our firm's existing capabiliues/skills 
• 3 has learned or acquired some new or important information from other extranet partners 
J4 has learned a lot from^herexininetj)aitnet^_ __ _ 

Figure 3 5 Initial Extranet Partner Leaming Scale 

Internet sales managers were asked to provide infomiation on the extent to which 

their organization has become more efficient (as a result of bdonging to the channd 



extranet) To tap the construct "effidency," a new scale was developed, which uses one 

item from the Sharma, Netemeyer, and Mahajan (1990) reflective scale that measures 

excellence in business (see Figure 3 6) 

Extranet Partner Efficiency 

[ As a result of being connected lo this extranet, which prov ides us sales leads, our dealership 
11 makes bcller use of resources 
j 2 IS more efTicicnt ' 
13. gels more output with less inpul 
14 gets the s.imc output witli less input i 
13- _ j s less cfTicicnU^R) _ _ _ _ _ _ _ I 

Figure 3 6. Initial Extranet Partner Efficiency Scale 

Intemet sales managers were asked to provide information on the extent to which 

their orgamzation has become more effective (as a result of being connected to the channel 

extranet) Effectiveness was measured by adapting the Narver and Slater (1990) reflective 

scale designed to measure market orientation The rationale for this is that there seems to 

be a consensus that firms should have "become more market oriented" as a overarching 

goal (Jaworski and Kohli 1993) Therefore, five items were used from the Narver and 

Slater (1990) scale that measures organizational effectiveness (see Figure 3,7), 

I Extranet Partner EfTectiveness 
I As a result of being connected to this cxtranei, which provides us sales leads, our dealership 
II belter tailors products/services lo cuslonicr needs 
12. creates more cuslomer v .due 

13 better understands customer needs. 
14 prov ides better after-sales service 
^ does a belter job of measunng customer satisfaction _ 

Figure 3 7. Initial Extranet Partner EflTectiveness Scale 



Intemet sales managers were asked to provide information on the extent to which 

their organization has increased innovative capacity (as a result of being connected to the 

channd extranet) The Hurley and Hult (1998) five item refledive scale was used with 

slight modification to gear it towards the extranet partner (see Figure 3 8) 

Extranet Partner Innovativeness 

I As a result ofbcing connected to this extrand. which provides us sales leads, our dealership 
1 acti\oly seeks innovative ideas 
2 rewards people for new ideas 
3 readily accepts innovaUon > 

[4 embraces technological innovauons I 

Figure 3 8 Initial Extranet Partner Innovativeness Scale 

Pretest 

It is important that the survey be pretested before sending it to the fiall sample 

(Hunt, Sparkman, and Wilcox 1982) Therefore, the survey was pretested on the Intemet 

(as a Web-based survey) and in a paper-and-pencil format Pretest respondents 

complding the survey were asked to identify any problems with wording of the questions, 

terminology, length of time to complete the survey, and the length of the questionnaire 

Pretest respondents did not report any problems with the wording of the survey 

instmment, its terminology, lime required to complete the survey (15 minutes on average), 

or the length of the survey Narratives from the 3 pretests can be found in Appendix I 



Data Collection 

Approximatdy 90% of the data was downloaded directly from a Web site survey 

created with Web Surveyor software There were 25 missing data (unanswered survey 

questions), which is approximatdy 0 4% of all data collected The missing data appears lo 

have occurred randomly across the 25 questions affected The mean across all new car 

dealers was used in place of missing data There were 163 responses lo the online survey 

However, four were eliminated, using listwise deletion, because they answered "no" to the 

first question, which asked if the dealer used at least one lead generating service Six 

other dealers were eliminated because they simply stopped answering the questions about 

midway through the survey Therefore, a total of 153 online surveys were usable and 22 

printed versions of the online survey were completed by personal interview at new-car 

dealerships All 22 personal interview surveys were usable 

Respondents were contacted in two ways (1) by email (email addresses were 

found by visiting new-car dealer and association Web sites, and (2) phone calls to new-car 

dealerships Phone calls resulted in: (1) visits to convenient new-car dealerships in 

Lubbock, TX, Chattanooga, TN, and Columbus, OH, (2) the manager taking the survey 

online during the phone call or shortly after, and (3) the manager refusing to take the 

survey A total of 2697 emails were sent out, and 300 telephone calls were made 

Therefore, a total of 2997 Intemet sales managers were contacted. Thus, there was a total 

185 responses, however as stated above, 10 online responses were not useable. Therefore 



the total number of useable responses was 175 and the response rate 5 8% This was an 

acceptable sample size and response rate (Pedhazur and Schmelkin 1991, Schumacker and 

Lomax 1996) 

Non-Response and Method Bias 

It is important to be aware of the possible entry points for error at each stage of 

the data collection process Nonresponse bias is a major consideration and is therefore 

discussed here (Armstrong and Overton 1977) It is desirable to avoid or at least 

minimize nonresponse bias According to Yu and Cooper (1983. p 36). nonresponse bias 

occurs "when a researcher (1) fails to obtain information from a sizable portion of the 

sample members and (2) the missing members' responses affect conclusions about the 

variables of interest." Assad and Keon (1999) found that nonsampling error (contaimng 

nonresponse and misreporting of answers) far out weighs random sampling error in 

contributing to total survey error Yu and Cooper (1986) found telephone and personal 

interviews to be superior to mail surveys (in generating responses) On the other hand, 

.Assael and Keon reported that mail and drop-off delivery of surveys minimized 

nonsampling errors in sampling small businesses Web-based surveys are relatively 

nascent and few studies have used them As might be expected, there was some concern 

that the differences in data collection methods may have influenced response However, 

personal interviews and telephone calls in this research were used to direct respondents to 

the Web-based survey Hence, nonresponse bias is deemed not to be an issue in this 

study 



Respondent Characteristics 

Respondents were asked to answer the survey questions in reference to an ongoing 

lead generating service about which they had the most knowledge Respondents were to 

provide information concerning their knowledge of the lead generating service, knowledge 

about other channd extranet partners, and general characteristics of their new-car 

dealership A key concem was whether or not the respondents had enough knowledge to 

answer questions conceming the lead generating service and other extranet partners 

Overall, knowledge of the lead generating service was high (mean = 5 89 on a 7-point 

scale) General characteristics of the respondents are reported in Table 3 I 

Table 3.1 
Respondent Characteristics _ 

Characteristic Average 
Years using a lead generating service 3.28 
Knowledgeably assessment 5 89^ 
Number of lead generating services used 5 25 

'Based on a 7-point scale 



CHAPTER IV 

ANALYSIS 

Bnef Overview 

The analysis of the data involved four major phases The first phase consisted of 

data clean up The second phase included a univariate analysis of all 63 items Dunng this 

phase, SAS was used to calculate the means, standard deviations and other statistics The 

scale ranges and advanced statistics were examined in order to (1) determine if the 

variables in the hypothesized stmctural model have sufficient variance to be explained, (2) 

confirm that there were no errors created during the data entry process Next, an 

assessment of the measurement model using confirmatory factor analysis was done 

Following that, the hypotheses were tested using the stmctural equation modeling 

approach. 

Data clean-up was made easier because 90% of the data was downloaded directly 

from a Web site survey created with Web Surveyor software This greatly reduced the 

amount of data that had to be manually entered, and significantly lowered the probability 

of data entry errors 

Table 4.1 shows means, and standard deviations from the brief univariate analysis 

The standard deviations for the items ranged from 0 91 to I 97, indicating significant 

variance in the responses This has important implications for the underiying theory that 

some extranets are better than others because they have more extranet competence 



Three questions on the online survey were reverse scored The questions were T5, 

le5, and E5. A short SAS program was mn to examine the variance on tmst, information 

exchange, and efficiency before and after reverse coding these items If all respondents 

were paying attention, the variance on each of these constmcts should be less after reverse 

coding than before reverse coding There was no significant evidence that the respondents 

were not paying attention when they completed the online or printed version of the survey 

Confirmatoty factor analysis was performed to determine if the data collected are 

consistent with the conceptualization of measurement This is consistent whh Anderson 

and Gerbing's (1988) two stage-model In the event the data are not consistent with the 

measurement model, items can be deleted before mnning the stmdural model 

The units of analysis consisted of the beliefs and opimons of the Internet sales 

manager about his/her new-car dealership, the perceptions of the Intemet sales manager 

regarding the lead extranet partner, or the response of the lead extranet partner The 

stmctural model hypothesized in this study was tested using the LISREL 8 3 software 

(Joreskogand Sorbom 1993) 

The two-step approach, described by Anderson and Gerbing (1988), was followed 

This procedure was used to test four things (1) the overall fit of the measurement model, 

(2) the convergent validity of the measures, (3) the discriminant validity of the measures, 

and (4) the hypothesized theory 



Table 4 I 
Means, and Standard Deviations for ail Variables 

Variable Mean Standard Deviation 
Eael 5 26 1 56 
Epi 1 4 68 165 
Eae2 4 83 I 56 
Epi2 4 59 16 
Eae.l 4 93 1 57 
Epi3 4 58 1 53 
Epi4 4 35 1 74 
Ead3 4 47 1 73 
Ead4 4 36 I 55 
Kml 4 89 1 56 
Eadl 4 47 192 
Km2 4 82 16 
Kin3 4 46 1-69 
Ead2 4 38 1 69 
Tl 3 86 1 07 
T2 3 58 1 09 
T3 3.7 1 05 
T4 3 91 107 
T5 4 08 11 
T6 3 97 0 97 
T7 3 95 0 91 
T8 3 91 1 05 
CI 4 1 0 97 
C2 3 85 1 09 
C3 3.92 1-17 
C4 3 85 1 15 
lel 2 7 1 35 
Ie2 3 46 1 28 
Ie3 3 48 117 
Ie4 3 51 1 23 
Ie5 2 2 1 06 
Cql 3 97 101 
Cq2 3 98 0 99 
Cq4 3 85 1 03 
Cq3 3 6 101 
Cq5 3 95 0 97 
Cq6 3 73 0 96 

_Cq7 _ _ J 0 4 _ _ 0 91 



Variable 
Rl 
R2 
R3 
R4 
LI 
L2 
L3 
L4 
El 
E2 
E3 
E4 
E5 
Efl 
Ef2 
ED 
Ef4 
Ei5 
11 
12 
13 
14 

Fp2 
Fp3 
F£] 

Table 4 1 Continued 

Mean 
4 96 
5 17 
5 08 
4 54 
4 72 
4 98 
501 
4 69 
5 05 
4 97 
4 53 
3 7 

2 88 
4 94 
5 06 
4 9 

4 36 
44 

4 74 
3 72 
45 
5 07 
4 76 
4-88 
4 24 

Standard Dc\ lation 
1 87 
1 82 
1 72 
1 84 
1 71 
1 61 
1 67 
1 59 
1 52 
1 6 

1 61 
1 58 
1 7 

1 55 
1 5 

1 55 
1 84 
1 76 
1 72 
I 76 
1 68 
1 64 
1 97 
1 85 
1 92 

From the perspective of this researcher, extranets are and behave like, alliances, 

That is, we can use alliance theory, competence theory, alliance competence theory, and 

R-A theory to understand and predict extranet performance The proposed model predicts 

that to the extent that lead extranet partners have extranet competence, they will foster the 

development of relational resources within the channel extranet and those relational 

resources lead to outputs such as responsiveness, efficiency, effectiveness, irmovativeness, 

and financial performance 



Measurement Model 

The measurement model was designed to answer three questions (1) do the 

observed variables really measure the hypothesized latent variables, (2) what combination 

of the observed vanables most accurately measures the particular latent variable, and (3) 

to what extent are the observed variables actually measunng something other than the 

intended latent variable 

With the exception of the summate used to measure extranet competence, all of 

the measures used in this study were reflective measures There was only one exogenous 

latent variable (extranet competence, hereafter simply "EAC"), and nine endogenous latent 

constmcts (tmst, commitment, information exchange, communication quality, 

responsiveness, learmng, efficiency, effectiveness, and financial performance) EAC was 

conceptualized as a multi-dimensional constmct including extranet expenence-based 

knowledge, extranet partner identification capability, extranet manager development 

capability, and extranet knowledge management capability It was determined that the 

three items designed to measure knowledge management capability were not really 

measunng competence and were deleted from the model and any further analysis 

The initial measurement model for just EAC contained 11 items Although the 

initial fit showed promise (RMSEA 13, CFI 96, RMR II.NNFI 92, GFI 86). it was 

obvious that it could be improved Therefore, a respecification process was conducted to 

determine items that were candidates for deletion Four criteria were used to determine 

which Items were candidates for deletion (1) an insignificant loading on the constmct, (2) 

large unexplained shared variance with the error terms of one or more other indicants (as 
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evidenced by the modification indices for the off-diagonal elements), (3) the item shares 

common variance with multiple indicators of other constmcts, (4) the item has large 

standardized residuals However, the overarching concem was for the underiying theory 

of the model and the context in which it was being tested 

The modification indices from Lambda X and Theta Delta were used to select 

items that were candidates for ddetion Initially, items M4, P4. P3, E2 (this leaves two 

items (El and E3) measuring extranet experience-based knowledge), and PI were deleted 

because they were highly correlated with items from another constmct and/or wanted to 

load on the wrong constmct Unfortunately, the removal of items P3 and P4 resulted in a 

non positive definite matrix and therefore these items had to be replaced The resultant 

measurement model (for just EAC) had the following fit statistics RMSEA .054, CFI 99, 

RMR 08, NNFI 99, and GFI .96. The step-by-step purification process can be found in 

Table 4 2 

EC, the single indicant of EAC, was then calculated by taking the average of the 

average scores for extranet alliance experience-based knowledge, extranet partner 

identification capability, and extranet aUiance manager development capability Thus, EC 

is an overall "grand mean" of its three dimensions In order to be conservative in the 

evaluation of the effects of EC on other constmcts in the model, no measurement error 

was allowed in EC 



Table 4 2 
EAC Purification Process 

Run 

T 
2 

3 

4 

5 

6 

Items 
Deleted 
N'dne 
M4 

P4 

P3 

E2 

Pl 

_ _ 

Reason 

Highly correlated with 
items from another 
construct and wants to 
load on the wrong 
construct 

Could not delete, not pos 
def-
Could not delete, not pos 
def 
Wants to load on the 
wrong construct 
Wants to load on the 
wrong construct 

RMSEA 

1) 13 ^ 
0 13 

NR 

NR 

0 1 

0 054 

CFI 

0 96" 
0 95 

NR 

>4R 

0 97 

0 99 

RMR 

"oTi 
0 11 

NR 

NR 

01 

0 08 

NNFI 

1 ) 2 ^ 
0 93 

NR 

NR 

0 95 

0 99 

GFI 

0^6 
0 88 

NR 

NR 

0 92 

0 96 

Relying on dozens of personal interviews the four items designed to measure 

leaming (an output), and commitment (a form of relationship capital) were deleted from 

the model The new car dealers simply did not see themselves as having learned as a result 

of joining the channel extranet Likewise, the new car dealers did not see themselves as 

"committed" to any particular lead generating service 

The initial fiill measurement model had 64 items that were intended to measure 11 

constmcts Three items (KI-K3) that were intended to measure knowledge management 

were deleted because they did not really measure knowledge management competency 

Four items (LI-L4) that were intended to measure leaming were deleted because they 

were not applicable in the new car dealership context of this study Also, the four items 

(C1-C4) that were intended to measure commitment were deleted because the new car 

dealers did not see themselves as "committed" to any particular lead generating service 



The 53 item, 9 constmct model that remained, appeared capable of sufficiently 

representing the observed data according to the fit indices RMSEA = 063, CFI = 89, 

RMR= 13, NNFI = 88. and GFI = 69 However, a carefiil examination of item 

loadings, residuals, and modification indices showed that the model could be improved 

Respecification of the Full Measurement Model 

In addition to a respecification of EC. a respecification process was conducted to 

determine items from the rest of the constmcts that were candidates for deletion Four 

criteria were used to determine which items were candidates for deletion (1) an 

insignificant loading on the constmct, (2) large unexplained shared variance with the error 

terms of one or more other indicants (as evidenced by the modification indices for the off-

diagonal elements), (3) the item shares common variance with multiple indicators of other 

constmcts, (4) the item has large standardized residuals However, the over arching 

concern was for the underlying theory of the model and the context in which it was being 

tested 

A step-by-step summary of the measure respecification process is provided in 

Table 4 3 Please recall Ihat the items measuring extranet competence (EAC) were put 

back in and a separate respecification was done for just the extranet competence constmct 

(see Table 4.2 above) The respecification process (including the respecification of 

extranet competence) resulted in a substantially improved fit of the full measurement 

modd(x-,505,= 803 81, RMSEA = 051, CFI = 95, RMR - 11, NNFI= .94, GFI = 81) 



Delete Kl K2. K3 

DcleleCl.C2. C3. C4 

DelcteLI.L2. L3. L4 

Delete R4 

Table 4 3 
Measure Refinement Process 

RMSEA CFI RMR NNFI GFI 
N/R ^ / R N/R "N/R " N/R 

N/R 

06-1 

062 

Delete EF2 

Delete EFl 

Delete EF4 

Delete EF5 

Delete EF3 

Delete T6 

Delete E2 

Delete CQ5 

Delete CQ3 

UOM 

060 

059 

N/R 

059 

058 

056 

055 

054 

N/R N/R N/R N/R 

89 n 88 69 

90 13 89 70 

90 12 89 70 

90 12 89 71 

90 12 89 .72 

91 12 89 73 

N/R N/R N/R N/R 

91 12 90 .73 

91 ,12 91 74 

92 12 91 76 

93 12 92 77 

93 12 92 77 

Rationale 
k l - K3 were not worded 
as competencies 
New car dealers did not see 
themselves as 
•"com nutted " 
Learning was noi a new 
car dealer output 
Item displa>ed large cross-
loadings and correlates 
highly wilh other Hems 
Item displayed large cross-
loadings and correlates 
highly will) other Hems 
Item displayed large cross-
loadings and correlates 
highly wiih other items 
Item displayed large cross-
loadings and correlates 
highly with other items 
Hem displayed large cross-
loadings and correlates 
highly with other items 
N/R 

EF3 was the last item 
loading on the constnicl 
Item displayed large cross-
loadings and correlates 
highly wilh other items 
Item displayed large cross-
loadings and correlates 
highly with other items 
Hem displayed large cross-
loadings and correlales 
highly wilh other iicins 
Item displayed large cross-
loadings and correlates 
highly with other items 



Table 4 3 Continued 

Delete T8 

Delete lEl 

Delete E3 

Delete EI 

Delete PI 

Delete M3 

Delete Tl 

Deleie CQ2 

Delete T2 

R M S E A 

~ ~054 " 

054 

N/R 

054 

054 

053 

051 

046 

046 

CFI 

~93 

93 

N/R 

94 

94 

.95 

95 

96 

96 

RMR 
\2 ~ 

12 

N/R 

11 

11 

12 

12 

12 

.12 

NNFI 

92"" ' 

92 

N/R 

93 

93 

94 

94 

95 

95 

Delete EFT4. EFF5 

AddTS, EF1,EF2. EF3 

Rationale 
Hem displayed large cross-
loadings and correKiles 
highly with other items 
Item displayed large cross-
loadings and correlates 
highly with other items 
E.̂  was one of the two 
remaining items on 
exlranei experience 
El was the only item left 
on exlranei experience 
Item displayed large cross-
loadings and correlates 
highly with other ilcms 
Item displayed large cross-
loadings and correlates 
highly with other items 
Item displayed large cross-
loadings and correlates 
highly with other items 
Hem displayed large cross-
loadings and correlales 
highly with oilier items. 
Hem displayed large cross-
loadings and correlales 
highly with other ileins 
These items were 
measunng sometlung 
unrclaied to El and E2 
IE5 was a negatively 
worded item and loaded 
negatively on the construct 
Added T8 Ijack it had been 
deleted m error Added 
EF1-EF3 rcKingon theory 



Therefore, the measurement model was mn again using a single indicant (EC) to 

measure extranet competence (EAC) As stated earlier, EC was measured by taking the 

average of the average scores for extranet experience-based knowledge (Exper), extranet 

partner identification capability (PartrlD), and extranet alliance manager development 

capability (MgtDev) Thus, EC ts an overall "grand mean" of its dimensions The 

resultant measurement model continued to fit well as evidenced by the fit statistics (z'(3is) 

= 487 22, RMSEA = 048, CFI = .96, RMR = 092, NNFI - 95, GFI = 85) Next, all 

constmct pairs were tested for discriminant validity 

Discriminant Validity 

Table 4 4 shows the estimated correlations (<1») and associated standard errors 

Since all pairwise corrdafions differed from 1 0 by at least three standard deviations, 

discriminant validity was evident 



EAC" 

TR 

IE 

CQ 

R 

EFF 

EF 

INV 

FP 

EAC 

1I5O " 

50 

52 

20 

50 

56 

58 

59 

37 

TR 

1 00 

55 

38 

4t) 

52 

61 

50 

51 

IE 

1 00 

27 

52 

50 

62 

48 

39 

Table 4 4 
Estimated Correlations and 

CQ 

1 00 

30 

37 

26 

28 

32 

Standard Errors 
R 

1 00 

77 

74 

75 

58 

EFF 

1 00 

86 

80 

67 

EF INV FP 

1 00 

82 1 00 

56 57 1 0( 

Probability < 001 that there is no difference between the correlation and 1.00 for all 
constmct pairs 

EAC - Extranet Alliance Competence, TR = Trust, IE =lnfonuation Exchange, CQ = 
Communication Quality, R = Responsiveness, EFF = Efficiency, EF = Effectiveness, INV 
= Innovativeness; FP = Financial Performance 

Stmctural Model 

Following Anderson and Gerbing (1988), the stmctural model presented in Figure 

4 I was tested using the measurement model analyzed above As indicated eariier, there 

was only one exogenous constmct The results of the analysis of the stmctural model are 

presented in tabular form in Table 4 5 and have been illustrated in Figure 4 2 Based on 

the fit statistics, the hypothesized stmctural rdationships fit well to the sample data (x" ,320) 

= 515 89, RMSEA = 052, RMR = 11, GFI = 84, NNFI = 95, CFI -: 95) It should be 

emphasized that extranet alliance knowledge management capability (a dimension of 





X \mn - 515 89, RMSEA = 052, CFI = 95, NNFI = 95, RMR = 11, GFI = 
a |t-vaiue| > 1 645 (one-tailed test) is significant at the 05 level 

Table 4 5 
Stmctural Model 

Path Estimate t-value^ 

Direct Effects 

Extranet Alliance Competence -> Tmst 51 6 4') 

Extranet Alliance Competence -> Information Exchange 55 6 37 

Extranet Alliance Competence -> Communication Quality 21 2 52 

Tmst -> Responsiveness 25 2 82 

Tmst -> Financial Performance 38 4 05 

Tmst-> Efficiency 27 3 12 

Tmst-> Effectiveness 37 4 35 

Tmst -> Innovativeness 29 3 04 

Information Exchange -> Responsiveness 37 3 97 

Information Exchange -> Financial Performance 16 1 73 

Information Exchange -> Efficiency 33 3 61 

Information Exchange -> Effectiveness -43 4 76 

Information Exchange -> Innovativeness 33 3 31 

Communication Quality -> Responsiveness 10 1 30 

Communication Quality -> Financial Performance 14 1-77 

Communication Quality -> Effidency 18 

Communication Quality -> Effectiveness 01 

Communication Quality -> Innovativeness 08 

Indirect Effects 

Extranet AlUance Competence -> Responsiveness 35 5 63 

Extranet AUiance Competence -> Financial Performance 31 5.14 

Extranet AlHance Competence -> Effidency 36 5 62 

Extranet Alliance Competence -> Effectiveness 

Extranet Alliance Competence -> Innovativeness _ 

235 

43 6 15 
35 5 14 





extranet competence), commitment (a form of relationship capital), and leaming (a 

performance output) were deleted from the measurement model and therefore were not 

present in the stmctural model Furthermore, 15 of the 18 hypothesized path coefficients 

have correct signs with significant t-values The model is capable of explaining a 

substantial portion of the variance in 7 of the 8 endogenous constmcts tmst ( 26), 

information exchange ( 30), responsiveness ( 35), efficiency ( 38), effectiveness ( 50), 

innovativeness ( 34). and financial performance ( 30) Only 4 % of the variance in 

commumcation quality was accounted for by the stmctural equation Surprisingly, 3 of 

the 18 hypothesized output rdationships were not supported by the data 

Communication Quality -> Responsiveness 
Communication Quality -> Effectiveness 
Communication Quality -> Innovativeness 

Ml three of these paths have signs in the hypothesized direction, but insignificant 

coefficients Table 4 6 lists the proportion of the variances explained in each endogenous 

constmct Table 4 7 contains the final measures used in this study Next, I examined the 

indirect effects extranet competence has on extranet partner outputs 

I assessed the mediation of relational factors by examining the significance of the 

indirect effects Interestingly, for all five outcomes, extranet competence had significant 

indirect effects This indicates the important role of rdationship capital in explaining the 

rdationship between extranet competence and extranet partner outcomes. 



Table 4 6 
Variaiice o^Endogenous^on^tmcts Explained^ 

TR IE CQ R EFF EF INV FP 

26 30 04 35 38 50 34 30 

TR = Tmst, IE =Information Exchange, CQ = Communication Quality, R = 
Responsiveness, EFF ^ Efficiency, EF = Effectiveness, INV = Innovativeness, FP = 
Financial Performance 



Rctamcd Constructs 

Table 4 7 

Fmal Measures Used in the Study 

Items Retained in Measure Items Deleted From Measure 

Extranet Competence'' Extranet Experience 
El has a lot of extranet alliance 
cxpenence 
E3 seems to know a lot about 
managing extranet alliances 

Extranet Parmer 1 D Capability 
P2 seeking out potential partners that 
can help our extranet alliance 
P3 constantly seeking extranet 
alliance parmcnng opportunities 
P4 always looking for firms that we 
can partner with to jointly develop 
competitive advantage 

Extranet Manager Dev Capability 
M1 has programs to develop capable 
extranet alliance managers 
M3 effectively trams competent 
extranet alliance managers 
M4 Knows how to idcntifi.' effective 
extranet alliance managers 

Extranet Partner i D 
Capability 
PI acti\eK searching for^ 
promising extranet partners 

Extranet Manager Dev 
Capability 
M2 understands how to 
produce effective extranet 
alliance managers^ 

Extranet Experience 
E2 has participated in many 
extranet alliances " 

Knowledge Mgt Capability 
KM I gathers and organizes 
information useful to the 
extranet alliance^ 
KM2 disseminates information 
to the extranet partners who 
need it" 

KM3 constantly refines 
mformation through analysis 
and collaboration with other 
extranet partners ' 

T3 are partners that 1 have 
confidence m 
T4 have high integnty 
T5 are not reliable (R) 
T7 are competent 
T8 are tmstworthy 

T1 can be counted on to do 
what i s n g h t ' 
T2 arc faithful' 
T6 arc capable ̂  



Rctamcd Constmcts 

_ _Table 4^7 Cojitinued 

Items Retained in Measure Items Deleted From Measure 

CI wc expect our rdaUonslup 
uith our extranet partners to 
strengthen over time* 

C2 wc are committed to our 
extranet partners" 

C3 we are willing to put 
considerable effort and 
investment into building our 
extranet busmess with extranet 
partners^ 

Information Exchange IE2 we inform other extranet 
partners in advance of changing 
needs 
IE3 in this extranet alliance, it is 
expected that any information which 
might help other extranet partners 
will be provided 
IE4 the extranet partners arc 
expected to keep each other mformed 

lEl wc share propnetary 
information with other extranet 
partners" 

IE5 It IS expected that extranet 
partners will only provide 
information according to pre-
specified agreements (R)^ 

Leaming L1 has learned or acquired 
some cntical capability or skill 
from other extranet partners' 

L2 has been helped to enhance 
our firm's existmg 
capabilities/skills^ 

L3 has learned or acquired 
some new or important 
information from other extranet 
partners* 

L4 has learned a lot from other 
extranet partners" 



Retained Constructs 

Communication Quality' 

Responsiveness 

Financial Performance 

_ J^able 4 7 Continued^ 

Items Retained in Measure 

CQI ttmely/untimel\ 
CQ4 adequate/inadequate 
CQ6 

synchromzed/uncoordinated 
CQ7 usefiil/not useful 

Rl can react quickly to 
competitor's actions 
R2 can react quickly to 
changmg customer needs 
R3 can react quickly to 
changing market conditions 

FP I has achieved a high level 
of profits 
FP2 is more profitable than it 
was before joming the alliance 
FP3 IS becoming mcreasmgly 
profitable 

Items Deleted From Measure 

CQ2 accurate/inaccurate' 
CQ3 complcte/mcomplcte' 
CQ5 credible/not credible* 

R4 can organize extranet 
parmers quickly in response 
to a threat" 

Specifically, extranet competence indirectly effects responsiveness (P = 35), financial 

performance (p = 31), efficiency (p = 36), effectiveness (p = 43), and innovativeness (P 

= 35) In summary, the resuUs indicate the importance of considering both direct and 

indirect effects on extranet partner outcomes 

Proposed M o d e l ^ R i v a l Models Comparisons 

A number of researchers suggest that when using stmctural equation modeling 

hypothesized models should be compared to rival models (Bollen and Long 1992, Morgan 

and Hunt 1994) For this research, a rival model is offered for comparison to the 

hypothesized model 



The rival model is based on Lambe et al (2002) In that model, an alliance 

competence is a key antecedent variable to alliance success because it not only directly 

affects alliance success but also indirectly affects alliance success through the acquisition 

of complementary resources and the creation of idiosyncratic resources In this research, a 

careful examination of the modification indices for GAMMA revealed that X'could be 

reduced by freeing up direct paths fi-om exlranet competence to effidency and 

innovativeness (EAC -> EFF, and EAC -> 1) Therefore, a nval modd was tested by 

freeing up these two additional paths. Following Morgan and Hunt (1994), the proposed 

mode! is compared to its rival based on (I) overall fit of the modd, (2) percentage of the 

model's hypothesized parameters that are significant, and (3) parsimony 

The fit indexes for the rival model (X" ,m) = 502.10, RMSEA = .05, RMR = 1 1 . 

GFI = 84, NNFI = 95, CFI = 96) are about the same as the fit indexes for the 

hypothesized modd (X' ,320) = 515 89, RMSEA = .052. RMR = 11, GFI = 84, NNFI = 

95, CFI = 95). As would be expected, SMC for efficiency rose slightly from 38 in the 

proposed model to .40 in the rival model. Likewise, the SMC for innovativeness rose 

slightly from 34 in the proposed model to 37 in the rival model All other SMCs are the 

same in both models Both the proposed model and the rival model have the same 

percentage of significant parameters Therefore, I recommend the more parsimonious 

model depicted in Figure 4 2 In support, the rival model confirms the proposed model 

because all five indirect paths (extranet competence acting on the five extranet partner 

outputs through relational factors) were significant in the rival model 



Specifically, in the rival model, extranet competence indirectly effects responsiveness (p 

= 35), financial performance (p= 31), efficiency (p = 31), effectiveness (p - 43), and 

innovativeness (p = 27) The rival model (with compietdy standardized coeffidents) is 

graphically depicted in Figure 4 3 below and summanzed in Table 4 8 

Summary of Hypothesized Findings 

It was hypothesized that extranet competence has an indirect effect on extranet 

goals by positively influencing the development of relational resources (relationship 

capital) It was also hypothesized that there is a positive relationship between these 

relational resources (interorganizational tmst, polyadic information exchange, and 

polyadic communication quality) and the performance outputs of the firms belonging to 

the distribution channel extranet Thus, it was hypothesized that some channel extranets 

are better than others because they have more extranet competence To the extent that 

they have an extranet competence, they will foster the development of relational resources 

within the channel extranet These relational resources facilitate the combining of basic 

(both tangible and intangible) resources possessed by the partners and therefore enable the 

extranet to achieve its goals, that is, perform better in terms of responsiveness, financial 

performance, efficiency, effectiveness, and innovativeness 

All six hypotheses were tested in the distribution channel for new automobiles In 

particular, these hypotheses were tested in the context of extranets connecting car makers. 





Table 4 8 
Rival Modd With CS Estimates _ 

Padis With Direct Effects Estunate t-value^ 

Extranet Alhance Competence -> Tmst 

Extranet Alliance Competence -> Information Exchange 

Extranet Alliance Competence -> Communication Quality 

Extranet Alliance Competence -> Efficiency 

Extranet Alliance Competence -> Innovativeness 

Tmst -> Responsiveness 

Tmst -> Fmancial Performance 

Tmst -> Efficiency 

Trast -> Effectiveness 

Tmst -> Innovativeness 

Information Exchange -> Responsiveness 

Informatton Exchange -> Financial Performance 

Information Exchange -> Efficiency 

Information Exchange -> EffecUvcness 

Information Exchange -> Innovativeness 

Commumcation Quality -> Responsiveness 

Communication Quality -> Financial Perfomiance 

Communication Quality -> Efficiency 

Communication Quality -> Effectiveness 

Communication Quality -> Innovativeness .08 1 05 

Indirect Effects 
Extranet Alliance Competence -> Responsiveness 35 5 64 

Extranet Alliance Competence -> Financial Performance 31 5 13 

51 

55 

21 

.13 

21 

.25 

38 

24 

37 

24 

38 

16 

.28 

.44 

24 

10 

14 

19 

.01 

6 50 

6.41 

2.46 

2 66 

3 10 

2.82 

4.04 

2 76 

4.34 

2 54 

3 98 

1.73 

3 03 

4 76 

2.42 

128 

1.77 

2.49 

08 



_ Table 4 8 Continued 

Path Estimate 

Indirect Effects 

Extranet Alliance Competence -> Efficiency 0 31 

Extranet Alliance Competence -> 0 43 
Effectiveness 

t-Value" 

5 03 

6 17 

Extranet Alliance Competence -> 0.27 
Innovativeness 

X̂ 3iB,= 502 10,RIV1SI':A= 0 5 0 , C F I = 96,NtJFI= 95, RMR = 1],GFI= 84, 
•|t-value| > I 645 (one-lailed lest) is significant at the 05 level 

Intemet lead generating services, and new car retailers The resuhs of my test of each of 

these hypotheses (supported or not supported) are summarized and reported in Table 4.9 

Of course, to say that a hypothesis was supported is simply a shorthand way of saying that 

the evidence did not lead to its rejection (Pedhazur et al 1991) Following Pedhazur 

(1991), A P value refers to the probability of the evidence having arisen as a result of 

sampling errors, given that the null hypothesis (the hypothesis to be nullified or 

challenged) is tme In the following paragraphs, I will discuss my findings after having 

tested each of the hypotheses 

Hypotheses 1, 2, and 3, respectively, suggest that extranet competence enhances 

relationship capital. As expected, extranet competence is significantly related to 

interorganizational tmst (p = 51, p< 05), information exchange (p = 55, p < 05), and 

commumcation quality (P = 21, p < 05), thus supporting all three hypotheses 



Table 4 9 
Summary of Hypothesized Fijidings _ _ _ 

H Nature of Relationship Among Constmcts Results 

H, Extranet competence will be positively associated with Supported' 
communication that is efficient, coordinated and accurate 
(commumcation quality) 

H, Extranet competence will be positively associated with Supported^ 
information exchange 

H, Extranet competence will be positively associated with tmst Supported* 

H4^ Communication quality is positively associated with extranet Not Supported" 
partner responsiveness 

H4|, Communication quality is positively associated with extranet Supported" 
partner financial performance 

H4^ Communication quality is positively associated with extranet Supported" 
partner effidency 

H4j Communication quality is poshivdy associated with extranet Not Supported* 
partner effectiveness 

H4^ Communication quality is positively associated with extranet Not Supported* 
partner innovativeness 

HS, Information exchange is positively associated with extranet Supported* 
partner responsiveness 

H5i, Information exchange is positively associated with extranet Supported" 
partner financial performance. 

H5̂ , Information exchange is positively associated with extranet Supported" 
partner efficiency 

H5j Information exchange is positively associated with extranet Supported" 
partner effectiveness 

H5, Information exchange is positively associated with extranet Supported* 
partner innovativeness 

H6, Tmst is positivdy associated with extranet partner Supported" 
responsiveness 



._ Table 4 9 Continued _ 

H Nature of Relationship Among Constmcts Results 

H6^ Tmst IS positivdy associated with extranet partner financial Supported* 
performance 

H6̂  Tmst IS positively associated with extranet partner efficiency Supported" 

H6j Tmst is positively associated with extranet partner Supported" 
effectiveness 

H6^ Tmst is positively associated with extranet partner Supported" 
innovativeness 

a|l-valuel > I 645 (one-lailed test) is sigiiir]i:jiil al the' 05 level 

Hypothesis 4a suggests that communication quality leads to extranet partner 

responsiveness Surprisingly, commumcation quality is not sigmficantly related to 

responsiveness (p = 10, ns) One possible context related explanation for this is that 

many respondents were trained to respond to sales leads and other customer requests 

regardless of the quality of information they are provided Furthermore, the use of 

Intemet lead generating services by new car retailers is relatively nascent Over time, 

Intemet sales managers should require higher communication quality and use the richer 

information to better respond to customer needs Hypotheses 4b and 4c, respectively, 

suggest that communication quality enhances financial performance and extranet partner 

efficiency As expected, communication quality is significantly related to financial 

performance (P = 14, p < 05), and efficiency (p = 18, p<.05) Hypotheses 4d and 4e, 

respectively, suggest that communication quality leads to extranet partner effectiveness 

and innovativeness Surprisingly, communication quality is not significantly related to 

effectiveness (p = 01, ns) and innovativeness (p = 08. ns) I offer context-related 

100 



explanations for both of these findings Perhaps many respondents did not see the 

connection between communication quality and the dealership's ability to reach its primary 

goal, which is often to simply sell cars as profitably as possible In regard to 

innovativeness, many Intemet sales managers seemed reluctant to embrace the Intemet 

and other connecting technologies Some respondents seemed intimidated and even 

skeptical that receiving Intemet leads was worth the effort (to leam and use new 

technologies) and the hefty monthly fees Again, I would expect to find stronger 

relationships between commumcation quality and effectiveness and innovativeness as 

Intemet sales managers gain expenence whh using the Internet and other connecting 

technologies 

Hypotheses 5a, 5b, 5c, 5d, and 5e, respectively, suggest that information exchange 

enhances each exlranet partner's ability to reach its goals As expected, information 

exchange is significantly related to exlranet partner responsiveness (p = .37, p < 05), 

finandal performance (p = 16, p < .05), efficiency (p = 33, p < 05), effectiveness (p = 

43, p < -05), and innovativeness (p = 33, p < 05), thus supporting all five hypotheses 

Hypotheses 6a, 6b, 6c, 6d, and 6e, respectively, suggest that tmst enhances each 

extranet partner's ability to reach its goals As expected, tmst is sigmficantly related to 

extranet partner* responsiveness (p = 25, p < 05), financial performance (p = 38, p < 

05), efficiency (p = 27, p < .05), effediveness (p = 37, p < .05), and innovativeness (p = 

29, p < .05). thus supporting all five hypotheses The next chapter contains more 

discussion of my findings and my conclusions 



CHAPTER V 

DISCUSSION AND CONCLUSION 

Discussion 

In this research, a constmct for exlranet competence was conceptualized, a 

measure was developed for it, and a model was tested that examines its effect on relational 

resources (tmst, information exchange and commumcation quality) and extranet 

outcomes This study responds to the call of Lambe et al (2002) that the eflfects of 

alliance competence (here extranet competence) be examined on both profit and nonprofit 

measures The central premise of this research is that an extranet competence enables the 

lead extranet partner to (i) identify key extranet partners, (2) develop extranet managers, 

and (3) use their experience with extranets to develop relationship capital that promotes 

access, sharing, quality communications and thus the achievement of extranet goals This 

study validates Lamb et al (2002) with a new form of alliance, the channel extranet, and in 

a new context—automobile retailing 

Findings indicate that extranet competence is antecedent to relational resources, 

which contribute to the achievement of extranet goals These findings are consistent with 

Lambe et al (2002, p 141) who found that "alliance competence is not only antecedent to 

the resources that are necessary for alliance success but also to alliance success itself" 

Extranet competence is shown to have a significant effect on relationship capital, and that 

the achievement of key extranet goals is achievable through relational resources (Morgan 

and Hunt 1994) 



Like Lambe et al (2002), and from an R-A theory perspective, extranet 

competence is conceptualized as a resource of the firm (Hunt 2000b) Going beyond the 

arguments of Lambe et al (2002), relationship capital is conceptualized as an idiosyncratic 

relational resource According to Lambe et a! (2002, p 143), 

We define alliance idiosyncratic resources as those that (1) are developed during 
the life of the alliance, (2) are unique lo the alliance, and (3) facilitate the 
combining of distinct lower order resources contributed by the partner firms (and 
hence are higher order resources) Idiosyncratic resources may be tangible, such 
as a joint manufacturing facility, or intangible, such as developing a highly efficient 
process for working together 

Relationship capital is (1) developed during the life of the extranet relationship, (2) is 

unique to the extranet relationship, and most importantly, (3) facilitates the combimng of 

lower order resources such as intranets, and proprietary technologies Rdationship capital 

is idiosyncratic because it "facilitates collective action, which in turn helps firms in the 

alliance to share and use their respective resources to achieve alliance success" (Lambe et 

al 2002, p 154) 

The hypothesized stmctural relationships explain a substantial portion of the 

variance of five key extranet partner performance outputs In particular, 35% of 

responsiveness, 30% of financial performance, 38% of efficiency. 50% of effectiveness, 

and 34% of innovativeness This compares favorably whh the research of Lamb et al 

(2002), and similar studies in various other contexts 

This study supports R-A theory, and hence competence theory and the RBV of 

alliance performance, as well as alliance competence theory and nchness theory 

Furthermore, it contributes to a more complete explanation of extranel performance 



It provides empirical support for the view that extranet competence acting through 

relationship capital leads to extranet goal achievement Furthermore, this study suggests 

ways to develop an information advantage and use it to achieve a sustained competitive 

advantage 

Limitations and Future Research 

Like Lambe et al. (2002) and many similar studies of buyer-seller relationships, I 

did not have responses from the other extranet partners thai include lead generating 

services and car makers This would have been good, however, the anonymity of 

respondents and the logistical challenges involved precluded this (Jap 1999) Despite 

having received quality responses from Internet sales managers regarding their lead 

generating services, and the validity of proxy reports (Kumar et al 1993), there is the 

possibility of same-source bias. The data regarding dependent variables came from the 

same source as the data on independent variables Again, the use of anonymous 

respondents made it impossible to contact other members of the extranet However, there 

was an inherent check and balance in the study in that some car makers owned lead 

generating services (GmbuyPower com), and some lead generating services owned new-

car dealerships (e g., AutoNation com). Thus, responses came from Intemet sales 

managers with a variety of affiliations 



Future research should explore the effect of relational resources on tangible 

complementary and idiosyncratic resources I would expect that relationship capital has a 

positive influence on both complementary and idiosyncratic tangible resources (Lambe et 

al 2002, Morgan and Hunt 1994). The existence of other dimensions of exlranet 

competence should also be explored In particular, the ability to know what information 

to share and not to share with extranet partners should be examined (Kale et al 2000, 

Kanter 1994) 

Conclusion 

Extranets, collaborations between buyers and sellers that are connected by the 

Internet and Internet-like technologies, are indeed a new form of alliance (Morgan and 

Hunt 1994, Varadarajan and Cunningham 1995) These alliances are growing rapidly and 

offer enormous challenges to researchers to explain why some are better than others I 

offer this research as a first step in that regard. This is a fascinating field of study that 

draws on a number of disciplines. I invite future researchers to help devdop a 

comprehensive theory of extranet performance 
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APPENDIX A 

MEASUREMENT ITEMS 



Distribution Channd Extranet Alliance 
Competence 

Extranet Alliance Experience-Based 
Knowledge 

Eael 

Eae2 

Eae3 

Our lead extranet partner 

has a lot of exlranet alliance 
experience 
has participated in many exlranet 
alliances 
seems to know a lot about managing 
extranet alliances 

Extranet Partner Identification Capability 

Epil 

Epi2 

Epi3 

Epi4 

Extranet Alliance Manager Development 
Capability 

Eadl 

Ead2 

Ead3 

Ead4 

Our lead partner is good at 

actively searching for promising 
exlranet partners 

• seeking out potential partners that 
can help our extranet alliance, 
constantly seeking extranet alliance 
partnenng opportunities 
always looking for firms that we can 
partner with to jointly develop 
competitive advantage 

Our lead extranet partner 

has programs to develop capable 
extranet alliance managers 
understands how lo produce effective 
extranet alliance managers 
effectively trains competent extranet 
alliance managers 
knows how to identify effective 
extranet alliance managers 



Knowledge Management Capability Our lead extranel partner 

Kml 

Km2 

Km3 

Reflective Scale 
(Seven-point scale) 
Anchors Strongly disagree / Strongly agree 

Items adapted from 
Lamb, Spekman, and Hunt (2002) 

gathers and organizes information 
useful to the extranet alliance 
disseminates information to the 
extranet partners who need h 
constantly refines information 
through analysis and collaboration 
with other extranel partners 

Communication Quality 

Cql 
Cq2 
Cq3 
Cq4 
Cq5 
Cq6 
Cq7 

To what extent do you feel that 
information exchanged among extranet 
partners is 

timely/untimely 
accurate/inaccurate 
complete/incomplete 
adequate/inadequate 
credible/not credible 
synchronized/uncoordinated 
useful/not useful 

Reflective Scale 
(Five point semantic differentia!) 

Items adapted from 
Mohr and Sohi, Joumal of Marketing Research (1995) 



Relationship Capital 

Tmst 

Tl 
T2 

T3 
T4 

T5 
T6 
T7 
T8 
T9 

Reflective Scale 
Five point scale 
Anchors 
agree 

Strongly disagree/strongly 

Your tmst in your exlranet partners 
1 believe that my extranet partners 

• are honest and tmthfiil 
• can be counted on to do what is 

right 
• are faithful 
• are partners that I have confidence 

• have high integrity 
• are not reliable (R) 
• are capable 
• are competent 
• are tmstworthy 

Items adapted from 
Morgan and Hunt (1994) 
as modified by Edison (1996) 



Commitment 

C2 

C3 

Reflective Scale 
(Five point semantic differential) 

Items adapted from 
Mohr and Sohi, Journal of Marketing 
Research (1995) 

How committed extranet partners are 
to the extranet alliance 

we expect our relationship with our 
extranet partners to strengthen over 
time 
we are committed to our extranet 
partners 
we are wilting to put considerable 
effort and investment into building 
our extranet business with extranet 
partners 
we have invested a lot of effort in 
the rdationship with our exlranet 
partners 



Information Exchange Extent to which exlranet partners share 
information 

lel 

Ie2 

Ie3 

we share proprietary information 
with other extranet partners 
we inform other extranet partners in 
advance of changing needs 
in this extranet alliance, it is expected 
that any information which might 
help other extranet partners will be 
provided. 
the extranet partners are expected lo 
keep each other informed about 
events or changes that may affect 
other extranet partners 
it is expected that extranet partners 
will only provide information 
according to pre-specified 
agreements (R) 

Reflective Scale 
(Five point Likert scale) 
Anchors Strongly disagree/Strongly agree 

Items adapted from 
Mohr and Sohi 
Strategic Management Joumal, 1994 



Responsiveness 

Rl 

R2 

R3 

R4 

As a result of membership in this extranet 
alliance, my firm 

• can react quickly to competitor's 
actions 
can react quickly to changing 
customer needs 
can react quickly to changing market 
conditions 
can organize extranet partners 
quickly in response to a threat 

Reflective Scale 
(Five point Likert scale) 
Anchors Strongly agree / strongly disagree 

Items adapted from 
Ritter and DeFillippi (working paper) 2001 
Original source Baker and Sincula, Joumal of the Academy of Marketing Sciences (1999) 

Sharma, Netemeyer, and Mahajan, 1990 
Enhancing Knowledge Devdopment in Marketing 
Vol 1, William O Bearden and A Parasuraman (eds ), 
Chicago American Marketing Assodation, 322-328 

Extranet Partner Fmancial Perfonnance 

Fpl 
Fp2 

Fp3 

As a result of our extranet alliance 
membership, our firm 

has achieved a high level of profits 
IS more profitable than it was before 
joining the alliance 
is becoming increasingly profitable 

Reflective Scale 
(Seven point scale) 
Anchors: not at all tme/very tme 

Items adapted from 
Lambe, Spekman and Hunt, Journal of Marketing Sciences 2002 



Rxtranet Partner Learning As a result of our extranet alliance 
membership, our firm 

L2 

L3 

has learned or acquired some critical 
capability or skill from other extranet 
partners 
has been helped to enhance our firms 
existing capabilities/skills 
has leamed or acquired some new or 
important information from other 
extranet partners 
has leamed a lot from other extranet 
partners 

Reflective Scale. 
(Seven-point scale) 
Anchors" Strongly agree / strongly agree 
Items adapted from: 
Kale, Singh, and Perimutter 
Strategic Management Journal, 2000 

Extranet Partner Efficiency As a result of membership in this extranet 
alliance, our firm 

El 
E2 
E3 

makes better use of resources 
is more efficient 
gets more output with less input 

Reflective Scale 
(Seven-point scale) 
Anchors Strongly disagree/strongly agree 
New Scale 



Extranet Partner Effectiveness As a result of membership in this extranet 
alliance, our firm 

Ef2 
Ef3 
Ef4 
EfS 

better tailors products/services to 
customer needs 
creates more customer value 
better understands customer needs 
provides better after-sales service 
does a better job of measuring 
customer satisfaction 

Reflective Scale 
(Seven-point scale) 
Anchors Strongly disagree/strongly agree 
Items adapted from 
Narver and Slater 
Joumal of Marketing, 1990 

Extranet Partner Innovativeness As a result of membership in this extranet 
alliance, our firm 

actively seeks innovative ideas 
rewards people for new ideas 
readily accepts innovation 
embraces technological innovations 

Reflective Scale 
(Seven-point scale) 
Anchors Strongly disagree/strongly 
agree 
Items adapted from 
Huriey and Hult 
Joumal of Marketing, 1998 



APPENDIX B 

FIRST AFFINITY-BASED EMAIL 



Win a Palm m5l5 handheld computer! Texas Tech 

Univers i ty 
Sec Web survey for details 

My name is Samuel Spralls. and I am ttie only African-Amencan doing a Ph D in business at Texas Tech 
University in fact il has been over 25 years since an Afncan-Amencan completed a doctorate here in 
maiketinE I rcailv need your help to finish my Ph D in markeUng this summer All I need you to do is 
take a brief nnlinft airvp^ You will not be asked any propnetary information, and your responses can be 
kept completely anonymous 

The Center for MarkeUng Studies of Texas Tech University (a non-proGl business ittink-iank and research 
center) is sponsoring lliis sur\ey which will help us examine the link between the quality of dealer 
relaUonstiips with lead gencraUng services (such as Autobytel.com and GMBuyPowcr.com) and 
dealership performance Please click the link to Uie web site below and complete the survey. It should 
lake less ttian 10 minutes 

If you are not knowledgeable about the management of Internet generated sales leads at your dealerstup. 
please forward this e-mail to the appropnate person at your dealership, and encourage him/her to 
pamcipate m this study 

Click on ihe following link lo take the survey. 

Auto Dealer Survey, or enter httpV/kochdata ba ttu.edu/ss/wsb.dll/sspraMs3/sspfalls3.htm into 
your brovreer. 

Asa modest "thank you" for partiapating in the sur\e>. you may choose to enter (entirely at your opUon) 
a drawing for a Palm ffl515 handheld computer You may also, if you desire, receive a summary of our 
findings To do either (or both), simply key in your e-mail address at the end of the sar\ey 

If you have questions about this survey, please feel free lo contact us at sspralls2|g'ba.ttu edu or (806) 
742 3162 

Thanks again for your help. 

Samuel A. Spralls III. Ph D candidate 
Center for Marketing Studies and 
Assistant Professor 
Umvcrsily of Tennessec-Chattanooga 

http://Autobytel.com
http://GMBuyPowcr.com
http://ttu.edu/ss/wsb.dll/sspraMs3/sspfalls3.htm


APPENDIX C 

SECOND AFFTNITY-BASED EMAIL 



Win a Palm m5l5 handheld computer! Texas 
Tech University 
See Web survey for details 

Dear Intemet Sales Manager 

My name is Samuel Spralls, and I am an Afiican American Ph D candidate at Texas Tech 
University (the only African American doing a doctorate here in business) 1 am writing 
you again because I really need your help Please take my brief online survey so that I can 
complete my doctorate in marketins this summer One hundred fifty three (̂ 153) new car 
auto dealers have already taken the survey, but I must have 29 more (by July 18*) in order 
to graduate. Please, take 10 minutes to help me out If you have already taken the 
survey, please ignore this email If you have not taken the survey, and you use at least one 
lead generating service, (such as Autobytel com or GMBuyPower com) please dick the 
link to the web site below and answer all of the questions in the survey 

Click on the following link to lake the survey 

Auto Dealer Survey, or enter http //kochdata ba ttu.edu/ss/wsb dH/sspralls3/sspralls3.hlm into 
your browser. 

As a modest "thank you" for participating in the survey, you may choose to enter (entirely 
at your option) a drawing for a Palm m515 handheld computer You may also, if you 
desire, receive a summary of our findings. To do either (or both), simply key in your e-
mail address at the end of the survey 

If you have questions about this survey, please feel free to contact us at 
sspralls2f5).ba ttu edu or (806) 742.3162 

Thanks again for your help. 

Samud A Spralls in, Ph.D. candidate 
Project Director 
Center for Marketing Studies and 
Assistant Professor 
University of Tennessee-Chattanooga 



APPENDIX D 

THIRD AFFINITY-BASED EMAIL 



Win a Palm m5l5 handheld computer! Texas 
Tech University 
Sec Web survey for details 

Dear Intemet Sales Manager 

My name is Samuel Spralls, and 1 am an /^ncan American Ph D candidate at Texas Tech 
University (the only African American doing a doctorate here in business). I am writing 
you again because 1 really need your help Please take my brief online survey so that I can 
complete my doctorate in marketing this summer One hundred fifty three (153) new car 
auto dealers have already taken the survey, but I must have 29 more (by July 18*) in order 
to graduate Please, take 10 minutes to help me out. If you have already taken the 
survey, please ignore this email If you have not taken the survey, and you use at least one 
lead generating service, (such as Autobytel com or GMBuyPower com) please click the 
link to the web site below and answer all of the questions in the survey 

Click on the following link to take the survey 

Auto Dealer Survey, or enter htlp://kochdata.ba.ttu.edu/ss/wsb.dll/sspralls3/sspralls3.titm into 
your browser. 

As a modest "thank you" for participating in the survey, you may choose to enter (entirely 
at your option) a drawing for a Palm m515 handheld computer You may also, if you 
desire, receive a summary of our findings To do either (or both), simply key in your e-
mail address at the end of the survey 

If you have questions about this survey, please feel free to contact us at 
sspralls2f5)ba ttu.edu or (806) 742 3162 

Thanks again for your help 

Samuel A Spralls III, Ph D. candidate 
Projed Director 
Center for Marketing Studies and 
Assistant Professor 
University of Tennessee-Chattanooga 

http://ba.ttu.edu/ss/wsb.dll/sspralls3/sspralls3.titm
http://ttu.edu


APPENDIX E 

FIRST GENERAL EMAIL 



From le\aslech sur\ey'c/iHu edu 
To sdlv(/iba ttu edu 
Sent Mond;iy, May 15. 2002 S 30 AM 
Subject Non-commercial Academic Siir\c> 

Dear Automobile Dealer, 

Things are changing in the auloniotive rciailing industry New entranls, in particular online buying 
sen ices, arc x^ing to become "Hiromedianes" bemeen dealers and customers As you arc a«are. dealers 
arc no longer the only poini of entry for the customer in ihe auto induslrv 

I am contacUng you because you are part ofthe random sample chosenio represent all auloniobilc dealers 
m a fonhcoming nationwide survey The Center for Markcimg Studies of Texas Tech University (a non
profit business think-tank and research center) is sponsonng this suney which will help us examine the 
hnk between the quality of dealer relationships with onhne buying services (such as Autobytel. GMs 
BuyPowcr, Cars com, AutoTrader com) and dealership performance and profitability 

1 hope you will choose to participate 1 can assure you that your responses will be held m stnci 
confidence No identilying links between responses and the individual responding will Ix: retained 
Combined daia only will be reported 

On May 15*, you will receive an email providing you with a link to a wcb-based survey The survey has 
been created lo measure your opimons. beliefs and percepUons about Ihc independent and manufacturer-
sponsored online buying services you may be connected to. By responding to the survey, you will provide 
esseniial information regarding relaUonships between automobile dealers, online buying services and 
aulomobilc manufacturers 1 would greatly appreciate your help When you receive this email, please 
lake the lime to go to the website where you will find the survey and complete it 

As a modest "thank you" for participating in the survey, you may choose lo enter (entirely at your opUon) 
a drawing for a Pahn m515 tiandlicld computer You may also, if you desire, receive a summary of our 
findings To do either (or both) simply key in your email address at the end of the survey 

We appreciate very much your help with ihis important project 

Samud A Spralls III 
Cenlcr for Marketing Studies and 
Assistant Professor 
University of Tennessee-Cliatianooga 
Samuel sprallsc llu edu 
8t)6 742 3162 



APPENDIX F 

SECOND GENERAL EMAIL 



Win a Palm mSIS handheld computer! TexaS Tech 

University 
See Web survey for details 

Dear Tom 

My name is Samuel Spralls, and I am a Ph D candidate at Texas Tech Umversity 1 really need 
your help to complete the requirements for my doctorate in marketing Uns simuner I am 
contacting you because you arc part of the sample chosen to represent all automobile dealers m a 
forthcoming nationwide survey The Center for Marketing Studies of Texas Tech University (a 
non-profit busmess ihink-tank and research center) is sponsonng this survey which will help us 
examine the link between the quality of dealer relationships with lead generating services (such as 
Autobvld-com and GMBuyPower.com) and dealership performance Please click the link to the 
web site below and complete the survey It should take less than 10 mmutes I can assure you that 
your responses will be held m stnct confidence. 

If you are not knowledgeable about the management of Internet generated sales leads at your 
dealership, please forward this e-mail to the appropnate person at your dealership, and encourage 
him/her to participate m this study 

Click on the followmg link to take the survey 

Auto Dealer Survey, or enter: 
http://kochdata.ba ttu.edu/ss/wsb dll/sspralls3/sspralls3,htm into your browser. 

As a modest "thank you" for participating in the survey, you may choose to enter (aitirely at your 
option) a drawing for a Palm m515 handheld computer You may also, if you desire, receive a 
summary of our findmgs To do either (or both), simply key m your e-mail address at the end of 
the survey 

If you have questions about this survey, please feel free to contact us at sspralls2@ba tm edu or 

(806)742 3162 

Thanks again for your help-

Samuel A Spralls III. Ph.D candidate 

Project Director 

Center for Marketmg Studies and 
Assistant Professor 
Umversity of Tennessee-Chattanooga 

http://GMBuyPower.com
http://kochdata.ba


APPENDIX G 

THIRD GENERAL EMAIL 



Ufln a Palm mSIS handheld computer! TexaS Tech 

University 
Sec Web survey for details 

Dear Intemet Sales Manager 

My name is Samuel Spralls, and 1 am a Ph D, candidate at Texas Tech University 1 wrote 
you a short time ago requesting that you take my brief survey online. 1 simply cannot 
complete the requirements for my doctorate in marketing this summer without your help 
One hundred fifty three (153) new car auto dealers have already taken the survey. For 
that. I am truly grateful However, I need 29 more dealers to take my survey by the July 
19* deadline. If you have already taken the survey, please ignore this email If you have 
not taken the survey, and you use at least one lead generating service, (such as 
AutoNation.com, Autobytel.com and GMBuyPower com) please click the link to the web 
site below and complete the survey It should take less than 10 minutes I can assure you 
that your responses will be held in strict confidence. 

Click on the following link to take the survey 

Auto Dealer Survey, or enter: http//kochdata.ba.ttu.edu/ss/wsb.dll/sspralls3/sspralls3.htm into 
your browser. 

As a modest "thank you" for participating in the survey, you may choose to enter (entirely 
at your option) a drawing for a Palm m515 handheld computer. You may also, if you 
desire, receive a summary of our findings To do either (or both), simply key in your e-
maii address at the end of the survey 

If you have questions about this survey, please feel fi^ee to contact us at 
sspralls2(^ba ltu.edu or (806) 742 3162 

Thanks again for your help 

Samuel A Spralls III, Ph.D candidate 
Project Director 
Center for Marketing Studies and 
Assistant Professor 
University of Tennessee-Chattanooga 

http://AutoNation.com
http://Autobytel.com
http://ltu.edu


APPENDIX H 

WEB SURVEY 



Survey of Automobile Dealership 
Internet Managers 
Center for Marketing Studies, Texas Tech University 

Introduction 

In the automobile industry, lead generating services are connecting themselves to 
thousands of dealers using the Intemet These Intemet relationships are referred to as 
"exlranets" because they connect dealers to outside organizations For example, 
Autobytel com uses its exlranet called Dealer Real Time to connect its North American 
network of accredited dealers and allows them to obtain inventory infomiation and share 
customer interaction information. For purposes of this survey, the lead generator could be 
an independent such as Autobytel com or be manufacturer-sponsored such as 
G M B u y p o w e r 

This survey explores your feelings and perceptions regarding three things (1) your lead 
generating service (such as Autobytel com, GMBuyPower com). (2) the network of 
partners (this includes the lead generator, car maker, and possibly others connected to the 
extranet) , and (3) how your dealership has benefitted, or not benefitted, from being 
connected to this extranet Your answers will be kep striclv confidential 

If you use more than one lead generating service, please answer the questions in the 
survey with reference to the ongoing lead generating service (extranet) about which you 
have the most knowledge 

Please indicate your level of agreement or disagreement with each statement by either 
clicking one of the numbers below or filling in the blanks as requested Please click 
"submit survey" when you have answered all o f the questions 

Based on the information in the introduction, does your dealership use at least one lead 
generating service such as Autobytel com or GMBuyPower com'' 
O Yes (If yes, please complete the remainder of the survey ) 
O N o (If no, please stop now Thank you for your time ) 

H o w long (in years) has your dealership been using this lead generating service'' 

How knowledgeable are vou about your lead generating service'' 

in my opinion, our lead lead genrating service strongly simngiv 
Disagree \gree 

has 1 lot ol cxtTJnet e\penenoe I 2 1 4 ^ o ' 

file:///gree


IS good al actively sean:hing for promising cMranc:! p4rtiKfs 
IS eood at seeking QM potential partner; that can help our esttranet 
IS eood al konstanlly seeking exlranet pailnenng opportutulies. 
isgoodat always looking for firms thai we can partner with to ii>in(l\ deviiloi 
competitive advantage 

has programs (e g , dealer Ifaimng semmars) to develop extranet managers 
understands how lo produce efieclive e\lranc« managers 
edeclivelv Irains compelenl extranel manager, 
knows how lo identify efteclive extranel nianageis 

gathers and organizes information useAil to the extranet 
disseminates information lo Ihe extranet partner who needs it 
constantly refines mfonnation through analysis 
and collaboration wilh other extranet panneis 

Consider the other parties in this extranet (including the lead generalmp service, and the car 
maker). Generally speaking, how knowledgeable are you about this "network of partners''" 

Knowledge ofother firms connected to the extranet 1 2 3 4 S 6 7 

1 believe that others (includinp the lead peneratin^ service, and car maker) connected to my 
extranet 

ul be counted on to do what is nghl 
-e failhliil 
re partners thai I have confidence ui 
ive high inlegnly 
re not reliable 
re capable 
'e competent 
re inisiworlhy 

We expect our relationship with our exlranet partners 
to strengthen over tune. 

We are committed to our exlranet partnen; 
We are willmg lo put considerable effort and mvesimenl mto buildmg our 

auto sales business with our e>;lninet partners 
We have invested a lot of effort m the relationship with our extranet partners. 

We share confidential information with other extranet partners 
Wc uifonn other extranet partners m advance of changmg needs. 
It IS expected thai any information which might help other 

extranet partners will be provided 
The extranet partners are expected to keep each ocber informed 

about events or changes that may affect other extranet partners 
Il is expected that extranet partners will only provide mfonnation 

according to pre-specified agreements 

To what extent do vou believe that mformation exchanged amone extranet partners (mcluding the 
lead generating service, and car maker) is 



Adequate 
I 

Complete 

Not synchronized 
5 

Not useful 

As a result of bemg connected to this extranet, which provides us sales leads, our dealership: 

can react quickly to competitor's actions. 
con react quickly lo changmg customer needs 
can react quickly to changmg market conditions-
can organize extranet partners quickly in response to a challenge from our compdittHS 

has leamed or acquired some cntical capability or skill Irom other extranet partners. 
has been helped lo enhance out firm's exislu^ capatHhties/skllls 
has leamed or iicquired some new or important information from olher exlranet partners 
has learned a lot finm other extraiwl partners 
makes better use of resources. 
IS more efficieffl. 
gets more output wrih less input 
gets the same output with less input. 
is less efficient 

better tailors products/services 
creates more customer value 
better understands customer needs 
provides better after-sales service 
doesa better job (^measunng customer satisfaction. 

actively seeks innovalive ideas. 
rewards people for new ideas 
readily accq«s mnovaiion 
embraces tedmological innovations 

As a result of being connected to this extranet, which provides us sales leads, our firm 

IS more profitable than il would be if we had not joined. 
IS becoming mcreasmgly profitable 
has achieved a high level of prints. 1 2 3 ' 

What IS your role m the extranel (e g., dealer, distnbutor, retailer, supplier, third party logistics provider, 
1ranEporlalion/delivery)''___ ^_^__ . . „ 

1 2 3 4 5 6 7 

ir firm headquartered 



What are your company's annual 

liowman\ li:.id generating services do you 
use'' 

What IS the main busincs,'; ol vour lead generating service (e g lead gcncTating scp/ice. or car nianufacmring) ? 

Wtial country is >-our lead ecreraling service headquartered 
in'' _ 

Would vou like to receive a summary of the findings of this study'' 
o Yes 
o No 

Would >oii like to enter the drawing for the Palm m505 handheld computer'* You must enter an 
email address in the "additional comments" box below if you check yes to either question 24 or 25 
Please click "submit survev" button below 
o Yes 
o No 

Additional Comments 

* OnK one Palm m5i5 handheld computer will be awarded The deadline for entry is august 1", 
2002. To be eligible to win, you must (1) have a role in the management of Internet generated 
leads at an ongoing automobile dealership that has been connected to an extranet for at least one 
year, (2) answer \es to the question "would >ou like to enter the drawing for the Palm m505 
liandheld computer." and (3) provide your email address A computer random number generator 
(such as IS found in Excel) vull be used to select from the pool of people that meet these 
requirements Your odds of winnmg are estimated to be I m 300. 

Thank you for taking this survey 

Submit Survc\ 



APPENDIX I 

PRETEST NARRATIVES 



Pretest of Survey of Auto Dealers 
Ford Dealership 
April 24. 2002 

For the first pretest of my survey, I met v îth the Intemet sales manager at a Ford 

delaership located in Lubbock, Texas It seems that the title "Intemet Sates Manager," or 

something such as "GmbuyPower Manager" has been superimposed on the traditional job 

title of Sales Manager or Sales Consultant i could have also asked for the person that 

handles Intemet generated sates leads Following a brief exchange of pleasantnes. I 

handed the manager the same e-mail that will be sent across the nation asking dealers to 

take the Web site survey That e-mail explained the purpose of the survey and what was 

required of the respondent The subject was then handed a print out fi-om the actual Web 

site survey and asked to provide his opinions, beliefs, and perceptions It took 

approximately ten minutes for the subject to complete the survey using a "think aloud 

protocol " 

During the survey, the subject made two comments about the survey First, he 

was not sure how to respond to question 4 4, which reads "our lead extranet partner is 

good at constantly seeking out potential partners that can help our extranet " I told him 

that we were simply interested in his opinions, beliefs, and perceptions and that seemed to 

solve the problem. The second comment he made pertained to question 17 4, which reads 

"as a result of being connected can organize extranet partners quickly in response to a 

threat " He stated "what kind of threat is there in the car business''" His implication was 

that the word "threat" is perhaps too strong a word 



Immediately after the survey, 1 interviewed the subject to gain a deeper insight into 

the dealer online buying service (OBS) relationship In this .st:ction. I will summarize the 

information obtained during Ihat interview The subject completed the survey using an 

OBS with which he was most familiar He estimated that approximately 5% of dealership 

sates come from Internet generated sates leads and that Intemet sales are growing He 

described customers that are referred to him over the extranel as being "more 

knowledgeable " Because of the way the relationship is structured, the manager must 

respond to the customers that the lead generator refers, by e-mail He does know the fiiU 

name of the customer (or phone number and address) unless/until the customer makes 

direct contact with the dealership i learned in a later pretest that this may explain why 

dealer Web sites are more effective (higher conversion to sales rate) than OBS referals It 

seems that the major benefit to the customer, is that they can view the dealer's inventory 

24 hours a day, 7 days a week without salesperson pressure or the need to visit the 

dealership Within the dealership, the Intemet sales manager reports to all sales managers 

(new car, new truck, used car) and all of the sales people report to him I leamed in a 

later pretest that in smaller dealerships, the Intemet Sales Manager is likely to be Sales 

Manager also The manager stated that, to date, he has not been able to reduce marketmg 

expenditures as a resuh of having Intemet generated sales leads, but expected this will 

happen in the fiiture The OBS is usually paid a flat fee (approximately $200 to $300 a 

month) for its online referrals 



Pretest of Survey of Auto Dealers 
Chevrolet-Bilick Dealer 

Apnl 24. 2002 

For the second pretest of my survey, 1 met with an Intemet sales manager at a 

Chevrolet-Buick dealership located in Lubbock, Texas Following a brief exchange of 

pleasantries, I handed the Internet sales manager the same e-mail that will be sent across 

the nation asking dealers to take the Web site survey The subject was then handed a print 

out from the actual Web site survey and asked to provide his opinions, beliefs, and 

perceptions It took approximately ten minutes for the subject to complete the survey 

using a "think aloud protocol " 

Immediately after the survey, I interviewed the subject to gain a deeper insight into 

the dealer online buying service (OBS) relationship in this section, I will summarize the 

information obtained during that interview The manager indicated that the salespeople 

earn commissions on Intemet generated leads on a rotating basis He estimated that 

approximately 20% of dealership sales come from Intemet generated sales leads and that 

Internet sales are growing It is interesting to note that this dealer reports a significantly 

larger percentage of Intemet generated sales (20% compared to 5% for the Ford 

dealership) He also stated that customers that are referred to the dealership via the 

extranet are "more knowledgeable " He must also respond to the customers that the lead 

generator refers to him, by e-mail. He does not know the fiill name of the customer (or 

phone number and address) unless/until the customer makes direct contact with the 

dealership. Again, this may explain why dealer Web sites are more effective (higher 

conversion to sales rate) than OBS referals The manager reports to the General sales 



manager for the dealership and all of the sales people report to him The lead generator 

provided dealer training (not all lead generators provide this) and publishes a monthly 

newsletter According to my subject, Internet customers, on average, receive a 2% 

savings on auto purchases (compared to people who simply walk in off the street All 

three dealerships indicate that on average, about one customer a day is referred via the 

extranet The manager stated that out of 10 referrals. 2 will be converted to sales. The 

dealership has not been able to reduce marketing expenditures (as a result of receiving 

Internet generated leads) 

Pretest of Survey of Auto Dealers 
Chevrolet Dealer 

Apnl 25. 2002 

For the third pretest of my survey, I met with an Intemet sales manager at a 

Chevrolet dealership in Lubbock, Texas Following a brief exchange of pleasantries, I 

handed the manager the same email that will be sent across the nation asking dealers to 

take the Web survey The email explains the purpose of the survey and what is required of 

the respondent The subject was then handed a pnnt out from the actual Web site survey 

and asked to provide his opinions, beliefs, and perceptions It took approximately ten 

minutes for the subject to complete the survey using a "think aloud protocol " There were 

no questions or signs of confiision 

This manager, more than the other two dealers, saw himself as bemg part of an 

alliance (although he does not call it an alliance) I say this because he is connected to 

both a manufacturer sponsored and an independent lead geneating service He sees the 



manufacturer sponsored lead generator as more of a "partner" than he does the 

independent. Perhaps, this is in response to a perceived threat from independent online 

buying service (OBS) As fiirther evidence, he stated that the manufacturer sponsored 

lead generator "gives me exposure . they have a huge database that is simple and easy to 

use " He is saymg that although his dealership has a web site (he designed it himselO, he 

cannot offer the customer the timely, accurate, and comprehensive information that the 

manufacturer sponsored lead generator can Perhaps, it may be that lo the extent that the 

lead extranet partner has extranet competence, the extranet behaves more "alliance-like " 

Immediately after the survey, I interviewed the subject to gain a deeper insight into 

the dealer/OBS relationship In this section, I will summarize the information obtained 

during that interview The manager estimated that approximately 20%i of dealership sales 

come from Internet generated sales leads and that Intemet sales are growing The 

manufacturer sponsored lead generator does not charge the dealer a fee for Intemet 

referrals The independent lead generating service is paid a flat fee (approximately $200 

to $300 a month) for its online referrals He also described customers that are referred to 

him over the Intemet as being "more knowledgeable " Because of the way the 

relationship is structured, the manager must respond to the customers that the 

manufacturer sponsored lead generator refers to him by return email He does not know 

the ftill name of the customer (or phone number and address) unless/until the customer 

makes direct comact with the dealership Within the dealership, the manager (and the 

other sales managers) report to the owner and all new-car sales people repori to the 

manager The manager also slated that, to dale, he has not been able to reduce marketing 



expenditures as a result of having Intemet generated sales leads but expected this will 

happen in the fliture 


