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ABSTRACT

The purpose of this study is to examine the factors affecting the level of trust and on which way they
affect it between channel members in channel system and an example on household appliances sector
is given. In this context, trust which is a constructive factor in relationships is affected by manufac-
turer firm reputation, relationship continuity, conflict and power. As a multi dimensional construct,
power is separated into coercive and non-coercive componenets in this study. In order to test the re-
search model, data were collected through a survey in Kocaeli, Istanbul, Bursa, Yalova and Sakarya,
Turkey. Regression analysis results confirmed three out of five hypotheses. Statistically significant
and positive influences of firm reputation and relationship continuity and negative influence of con-
flict on trust was found. Nevertheless the influence of coercive and non-coercive power was not found
to be significant. The findings indicate that relationship continuity is relatively the most important
factor in developing trust between buyer and seller. The results of this study demonstrate some in-
sights to the firms to develop trust with their buyers in order to develop long term, close relationship.

Keywords: Distribution Channels, Trust, Relationship Continuity, Conflict, Dependence and Power,
Coercive and Non-Coercive Power

INTRODUCTION

On the contemporary business environment it is impossible for any manufacturer firm to perform all
activities and possess all resources by themselves. Due to complications of businesses and stiffness of
competition each firm has a strong effect on the success and performance of the others. In this context,
manufacturers have begun to develop long term close relationships with their distributors in order to
achieve greater efficieny. The necessity of long term close relationships has enhanced the importance
of relationship marketing. Relationship marketing consists of all marketing activities in order to estab-
lish, develop and maintain long term close relationships between buyers and sellers (Morgan and
Hunt, 1994). Long term relationships develop when each party needs to develop and maintain the rela-
tionship and it requires economical and individual investments. Due to companies have got a strong
effect on each other’s sustainable competitive advantage, interorganizational dependency has come
into increase (Ganesan, 1994). Since manufacturer firms have begun to develop long term close rela-
tionships with few distributors instead of conventional relations, hard competition environment of
distribution channel system has emerged. The relationships between buyers and sellers have effected
by various factors (Anderson and Weitz, 1989). Few of this factors and also subject of this study are
trust, manufacturer firm reputation, relationship continuity, conflict, coercive power and non-coercive
power.

TRUST

Trust is a constitutive factor in interorganizational relationships. The literature on trust suggests that
confidence on the part of the trusting party results from the firm belief that the trustworthy party is
reliable and has high collectivity which is associated with such characteristics as consistency, compe-
tency, honesty, fairness, being responsible, helpful, and benevolent (Morgan and Hunt, 1994, pg.23).
Trust demonstrates itself in all stages of a relationships from setting up to developing and maintaining
through the long term (Dwyer et al, 1987; Anderson and Weitz, 1989; Moorman et al, 1992; Ganesan,
1994; Morgan and Hunt, 1994). It is a multidimensional construct. It is defined by two dimensions;
perceived credibility and benevolence (Ganesan, 1994). The term of credibility stems form the focal
party’s belief that the exchange partner is reliable and capable of doing what is expected to do. The
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term of benevolence as come to be used to refer to an expectation that the partner “has intentions and
motives beneficial to do focal party when new conditions arise” (Sezen and Yilmaz, 2007, pg.42).

A considerable amount of literature has been mentioned that trust is the one of the most significant
factor that makes the continuousness of relationship between organizations, groups and people
(Yilmaz, Kabadayi, 2002, pg.101). Channel member always care of its partners welfare and never do
anything causing harm to its partner in case of any opportunity (Anderson and Narus, 1990; Ganesan,
1994; Doney and Cannon, 1997). Companies are always come together for sources and therefore there
is always a need for commitment. But the relationships with high level of trust provide to each other
more benefits and profits that can be obtained in a non-trust relationship (Sezen and Yilmaz, 2007).
Trust reduces conflict and enhances channel member satisfaction (Doney and Cannon, 1997, pg.35).
In the early stages of the relations, companies can be more tolerate and understandable in case of any
problems and conflicts in order to obtain long term benefits (Anderson and Weitz, 1989). Trust is a
reciprocal construct, it develops and builds over time in the relationships after partners experience
many satisfied business transactions. Partners in a relationship understand, perceive each other better
and predict the future behaviors (Doney and Cannon, 1997). When trust exists, retailers and vendors
believe that long term special investments can be made with scant risk because whole sides will re-
frain from using their power to renege on contracts or use a shift in terms to obtain profits in their fa-
vor. Furthermore, trusting relationships are supposably to have made a deduction of transaction costs
because incomplete contracts are convenient for running the exchange relationships (Ganesan, 1994,
pg.4). Trust is a key factor for maintaining the relations in the long term. Once trust is developed once
in a relationship partners will spend more effort, time and source for it (Morgan and Hunt, 1994).

RELATIONSHIP CONTINUITY

Relationship continuity can be defined as the belief of a company about the relationship sustainability
and future continuity of it with the other partner (Anderson and Weitz, 1989). In other words it is an
expectation that the relationship will continue in the future. When a firm anticipates the relationship
will continue into the future, it is more willing to engage in processes and make investments that will
improve the relationship into the long run. Without a confidence in the future of the relationship firms
embark on a short time horizon, and reject to engage in activities that do not pay of quickly and with
certainty (Jap and Anderson, 2003, pg.1687). An existing relationship will continue when the partners
of the relationship provide important benefits and values to each other. Unless they provide value and
benefit, they seek alternative partners and so the contingency of ending the relationship will be high
(Morgan and Hunt, 1994). Continuity of a relationship is a function of the trust between parties, im-
balance of power, communication between parties, stakes in the relationship, manufacturer’s reputa-
tion for “fair play”, age of the play (Anderson and Weitz, 1989, pg. 312). The relationship continuity
is important because it increases the investments, cooperation, solidarity, communication, relation-
ship quality and performance which decreases the conflicts in the relationships (Anderson and Weitz,
1989)

In this context the first hypothesis,

H1= There is a positive relationship between trust and relationship continuity.

REPUTATION

Reputation is the belief that a company is honest and concerned about its customers (Doney and Can-
non, 1997, pg.325). It is a critical factor that can not be change or delete easily. Especially when there
isn’t enough information about firms or it is not possible to obtain this information reputation provides
an important signal or strong clue to the other firms (Zeithaml, 1998). When partners operate in differ-
ent geographic locations and/or cultures reputation is always a leading key factor. Having a good
reputation for a firm is the most important factor in comparison with the possible other factors in order
to be known as a highly trustable firm (Kim et al, 2008). A firm that is highly responsible, satisfies the
expectations, keeps its promises, and provides value and benefit for its partner will have a good repu-
tation in channel system as reliable. This reputation will create an opportunity for that firm to be cho-
sen by the potential business partners. There is a positive relationship between firm reputation and
trust. A highly trusted firm has good reputation (Anderson and Weitz, 1992; Ganesan, 1994). A firm
which has got unfortunate past experiences, has not consider welfare of its partner, taken care of its
profits instead of partnership’s and frequently ended relationships will cause a bad reputation for the
future and won’t be chosen as a partner by the others. Firm reputation serves as a schema developed
from past experiences with retailer’s to form a basis for the consumer’s expectations of future experi-
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ences with the store, eventually creating a halo effect. The halo effect created by a good reputation lets
customers evaluate the retailer more favorable, even when performance is not satisfactory (Kim et al,
2007, pg.326). Reputation develops through time and it provides sustainable competitive advantage.
Reputation can not be duplicated by the others. Reputation attributes the perceptions and turn backs of
the others about the company (Williams et al, 2005). A firm with high level of reputation will be a
better strategic business partner in comparison with others in the channel system (Dollinger et al,
1997). In this context accordingly the second hypothesis is,

H2= There is a positive relationships between Trust and Reputation.

CONFLICT

Developing a long term relationship can be of considerable benefit but it is not without hardships and
unexpected costs (Bradford, 1999, pg.9). Conflict is inevitable. It is pervasive and stem from the natu-
ral interdependency inherent in interfirm Exchange relationships (Schul and Babakus, 1988, pg.381).
Organizations strive toward maximizing their autonomy thus; mutual interdependencies will tend to
create conflicts of interests (Stern and Reve, 1979, pg.409). Conflict in its most general sense can be
thought of as overt behavior “arising out of a process in which one unit seeks the advancement of its
own interests in its relationship with the others”. However, conflict is such an elastic concept that has
also been referred to in the marketing literature on channels as (1) A feeling of stress, tension, or hos-
tility of one channel member toward another and (2) The antecedents conditions of conflicting behav-
ior (Lusch, 1976, pg.383). In any social system, an atmosphere of frustration prevails when one of
several dependent components perceive another as preventive attainment of its goals or its effective
performance (Rosenberg and Stern, 1971, pg.437). Conflict must be effectively managed for an or-
ganization to achieve its goals (Pinkely and Northcraft, 1994, pg.193). The hostility and bitterness
resulting from disagreements not being resolved amicably can lead to such undesirable consequences
as relationship dissolution. When disputes are resolved amicably, such disagreements can be referred
to as “functional conflict”. Functional conflict may increase the productivity in relationship marketing
and be viewed as “just another part of doing business” (Morgan and Hunt, 1994, pg.26). There is a
negative relationship between trust and conflict. Trust may increase the functionality of conflict in
relationships because in trust-based relationships partners can tolerate tensions and frustrations and
avoid engaging in conflicting behaviors (Morgan and Hunt, 1994). Therefore,

H3=There is a negative relationship between Trust and Conflict.

DEPENDENCE AND POWER

Dependence of a manufacturer on a distributor refers to a distributor’s need to maintain the channel
relationship to achieve desired goals (Ganesan, 1994, pg.4). In general, as soon as the channel mem-
bers resume mutual interest, they are in struggle for prolongation their relationship (Yilmaz, Kabadayi
and Sezen, 2002, pg 182). Dependence rof a distributor on a manufacturer is increased when (1) out-
comes obtained by the distributor from the manufacturer are important and highly valued and the
magnitude of the exchange is high, (2) outcomes obtained by the manufacturer exceed outcomes
available to the distributor from the best alternative manufacturer, and (3) distributor has few alterna-
tive sources or potential sources of exchange (Ganesan, 1994, pg.4). Overall interdependence is the
sum of both firm’s dependence, however interdependence dissymmetry is the difference between the
firm dependence on its partner and the partner’s dependence on the firm. Symmetric interdependence
exists when the firm and its partner are equally dependent on each other (Kumar et al, 1995, pg.349).
Power is a function of dependence. The power of a manufacturer over a distributor is related to the
dependence of the distributor on the manufacturer (El-ansary and Stern, 1972, pg.47). Power has been
described persistently in the marketing channels literature as the ability of one channel member to
influence decision variables of another channel member, a potential for influence on another firm’s
beliefs and behavior (Frazier, 1983, pg.158). This potential for influence has been viewed as a func-
tion of: (1) Authority, which represents a firm’s prescribed right to influence or specify certain behav-
iors (2) Dependency, which views a firm’s power in a dynamic relationship as a function of the other
firm’s dependence on the relationship for the achievement of desired goals (Schul and Babakus, 1988,

pg.383).
COERCIVE AND NON-COERCIVE POWER

The power of any reached channel member is likely a function of the resources of power available to
them at any given time (El-ansary and Stern, 1972, pg.48). The sources or bases of power can be clas-
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sified as reward, coercive, expert, referent, and legitimate (French and Raven, 1959). The coercive
source can be differentiated from the others because it is alone interested potential punishments and
therefore the individual stintingly yields power to another. The other four sources are non-coercive
because the individual appealingly yields power to another (Lusch, 1976, pg.383). Therefore, Hunt
and Nevin have classified power generally into coercive and non-coercive power (Hunt and Nevin,
1974). Coercive source of power is ability of punish and non coercive source of power is ability to
provide high quality assistance (Lusch, 1976, pg.383). Influence strategies are the means of communi-
cation used by a firm’s power. Influence strategies have been classified into coercive and non-
coercive. In coercive influence strategies, the source firm puts direct pressure on the target firm to
execute a specific behavior by stressing the reverse outcomes of non-compliance. Non-coercive influ-
ence strategies primarily focus on the beliefs and attitudes of the target firm about general business
issues and involve little, if any, direct force from the source firm (Kim, 2000, pg.389). Firms are less
satisfied with partners who use coercive sources of power and more satisfied with those who use no
coercive power (Frazier and Rody, 1991). In this context,

H4=There is a negative relationship between Trust and Coercive power.
H5=There is a positive relationship between Trust and non coercive power.

Figure 1. Research Model

Relationship

Reputation

Conflict Trust

Coercive Power

N/

Noncoercive

METHODOLOGY
Sample

To test the research model, data gathered through a survey in Istanbul, Izmit, Bursa, Sakarya, and Ya-
lova, Turkey.

Convenience sampling was used to select the sampling frame. A total of 300 questionnaires were hand
delivered and 196 questionnaires were returned. The characteristics of the sample are presented in
appendix 1.

MEASUREMENT

Trust was measured based on five items scale presented by Kabaday1 (2002). To measure relationship
continuity three items scale presented by Noordewier, John and Nevin (1990). Reputation scale was
measured based on three-item scale of five-item scale presented by Kabaday1 (2002). Conflict scale
was measured based on three-item scale presented by Leonidas and Talias (2007). Coercive power
scale was measured based on three-item scale presented by Leonidas and Talias (2007) and non coer-
cive power scale was measured three items scale of five-item scale presented by Leonidas and Talias
(2007).
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Table 1. Factor Loadings of the Scale Items and Cronbach’s Alpha Coefficients

Cronbach Component
Alpha

Trust 91

Our manufacturer is honest and true. .830

We believe that our manufacturer always 815
behave fairly.

We have a great confidence that our .821
manufacturer do its business best

Our manufacturer is always loyal to us .841

Our manufacturer’s statements are always .850
reliable.

Relationship Continuity .84

We hope that our relationship will continue for 57
long years

We desire our relationship with this manufac- 7154
turer always keep in alive

We believe our manufacturer always prefer us .644

Reputation .79

Our manufacturer is known as an honest firm .570
among the distributors

Many distributors describe this manufacturer 704
develops appropriate and understandable solu-
tions its problems

Many of the distributors believe this manufac- .679
turer is fair and honest.

Conflict .78

There is always a frustrated relationship with .806
our manufacturer

There are important disagreements occur in our .836
business with this manufacturer

Our manufacturer is frequently obstructed .810
working with us

Coercive Power .84

Failing to comply with their requests will result .654
in financial and other penalties against our com-

pany

Threatening to withdraw from what they origi- .825
nally promised , if we don’t comply with their
requests

Threatening to take legal action , if we don’t .845
comply with their requests

Withholding important support from our firm, 799
in requesting compliance with their demands

Threatening to deal with another supplier, in 107
order to make us submit to their demands.

Non-Coercive Power .67

Having the upper hand in the relationship, due 763
to power granted to them by the contract

Demanding our compliance because of knowing 707
we appreciate and admire them

Withholding critical information concerning the 725
relationship, to better control our company
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VALIDITY and RELIABILITY OF MEASURE

In order to evaluate the construct validity the principal components analysis was conducted using vari-
max rotation. The results in table 1 show that each scale items were loaded to relevant factors with
strong factor loadings addressing the construct validity of the measure. Cronbach’s alpha coefficients
were evaluated to ensure the reliability of scales. The results presented in table 1 confirmed the reli-
ability of the scales with alpha coefficients ranging from 0, 67 to 0, and 91.

Descriptive Statistics and Pearson Correlation Analysis

The means, standard deviation of the variables and coefficients regarding to Pearson’s correlation
among these variables are shown in Table 2.

Table 2. Means, Standard Deviations, and Pearson Correlation Coefficients

Mean Std.
Deviation 1 2 3 4 5 6

Trust 4.5327 | .63274 1
Reputation 4.2823 .64468 S558%* 1
Relationship 4.2925 | .72050 S76%* L652%* 1
Continuity
Conflict 1.8163 .92095 -254%*% | - 176* | -.183* 1
Coercive 3.0071 1.00059 -.094 - 117 | -.155% | .195% 1
Power *
Non-Coercive | 3.5391 .86341 -.055 135 124 093 | 418** 1
Power

**Correlation is Significant at the 0.01 Level *Correlation is Significant at the 0.05 Level

RESULTS

To test the research model a linear multiple regression analysis was performed using SPSS 13, 0 with
trust as the dependent variable and reputation, relationship continuity, conflict, coercive power and
non-coercive power as independent variables. Results summarized in table 3 show that the model was
significant at p<.001 and adjusted R square=0.417 meaning that constructs included in the model ex-
plained 43% of the variation in trust.

Table 3 also presents the standardized beta coefficients indicating the relative effects of reputation,
relationship continuity, conflict, coercive power and non-coercive power. This results show support
for three of five hypotheses. H1, hypothesis proposing a positive effect of the relationship continuity
should increase the level of trust, confirm with 0.378 beta coefficient at p<0.01. Positive effect of the
reputation on trust is also significant at p<0, 01 and with 0.324 beta coefficient supporting the H2. On
the other hand, H3 hypothesis proposing a negative effect of the conflict should decrease the level of
trust is confirmed with at p<0.05 with -0.131 beta coefficient. It is event from the results that coercive
power that should be negatively effective on trust was rejected. H5, Hypothesis proposing that non-
coercive power should be as effective associated with trust is also rejected.

Table 3. Regression Analysis Results

Standardized Beta Coefficients T Sig.
(Constant) 7.220 .000**
Relationship Continuity 378 5.172 .000%**
Reputation 324 4.461 .000**
Conflict -.131 -.2307 O11*
Coercive power 101 1.624 .005%*
Non-Coercive Power -.176 -2.835 .002**
R Square 432
Adjusted R Square 417
F 28.891 ,000

Dependent Variable: Trust
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DISCUSSION

The purpose of the current study was to determine the effects of relationship continuity, reputation,
conflict, coercive power and non-coercive power on trust and results provide some useful information.
Considering the five selected independent variables together, relationship continuity was found to be
effective on building trust. One of the more significant findings to emerge from this study is that, for
household appliances distributor’s relationship continuity is a significant indicator of trust. It was also
shown that reputation has got a significant effect on trust too. On the other hand, results indicate that
conflict has significantly negative effect on trust.

The findings of this study have a number of important implications for future practice for managerial,
in order to enhance the level of trust on distributors, manufacturers should enhance the positive expec-
tation that the relationship will continue in the future. They should also create a good reputation about
being fair and honest business partner, take care of partners’ welfare and avoid taken actions which
might be detrimental to their partners’s interests even though such actions may be beneficial to them-
selves. They should also refrain themselves from conflict and be more tolerant in order to turn short
term mistakes into long term benefits and profits.

In conclusion, relationship continuity and reputation play an essential role with less conflict in devel-
oping long term close relationships increasing the level of trust.

APPENDIX

Appendix 1. sample characteristics

Percent Percent

GENDER MARITAL STATUS
Male 81,6 Single 25,0
Female 18,4 Married 75,0
AGE EDUCATION
Less than 18 - Primary School 4,6
From 18 t025 12,2 Elementary School 8,7
From 26 to50 76,1 High School 52,6
More than 50 11,7 University 33,2

Master/PHD 1,0
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