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(Figure 1) Research Model
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(Table 1) Characteristics of Buyers and Their Vendors

Demographic properties Buyers Vendors
Mean SD Mean SD
Annual sales of company(100 million Won) 542.5 894.1 141.9 364.5
Number of employees 193.4 231.6 154.8 852.9
Job career(months) 45.3 52.6 7.4 62.2
Number of vendors managing 23.9 16.6
Annual sales of the buyer(100 million Won) 66.6 83.3
Sales portion with the buyer(%) 27.3 25.2
Number of items suppling 138.3 234.8
Relationship length(months) 71.3 66.9
Job title Frequency | Percent | Frequency | Percent
Executives 0 0.0 18 12.6
General manager 7 4.9 20 14.0
Manager 35 24.5 38 26.6
Assistant manager 91 63.6 34 23.8
Staff 10 7.0 33 23.0
Product item category Frequency | Percent | Frequency | Percent
Processed food 68 47.5 57 39.9
Fresh processed food 16 11.2 17 11.9
Daily necessity 27 18.9 32 22.3
Agricultural, livestock, and fishery products 22 15.4 22 15.4
Etc. 10 7.0 15 10.5
Vendor size Frequency | Percent
Medium and large sized 93 65.0
Small sized 50 35.0
A9, W B Ze] 141,99 9 B FPY FRE 209 QA7 65.0%, 24947 35.0%
F7F 154.8%, B A5l 77404, vlelo] 2 Uegth o] ¥ WEd FY F, F5 7 59
ofe] it wjEH|F 27.3%, Bt FHete w5 & EFHAE 2A JEh = (skewness) & A ES]
138.370, B A1zt 71304 = veiwth 4 B 23 E% 712 15 238, ZEEE
FURE 90| 26.6%, W7l 23.8%, Aol oA gt AR Ut BE EE 47} 234
23.0%, $31R0] 14.0%, 94 ool 12.6%2 A e BIBEe AT BT 4 G A
o5 oA Ueg A, dE 52 7AEol 71E AR A F MeES HHE AFAHE Y
39.9%, AFFo] 22.3%= 7P BTt Witle] o oA, A5 Tt anE
978 ZYSHT MasA w4z 20194 8Y
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(Table 2) Measurement Reliability and Convergent Validity

3}
A
)\

T

2|
T,

AN

7} AVES] Al #
< Bt} oz ofF =z kst (Table 3)3

Number of items
Construct (Number of loadings | t value CR AVE a
deleted items)

) ) .85 11.50

Physical Asset Transaction 4(1) 88 11.86 | .801 | 586 | .798
Specific Investment

bl 5.79

. . .79 7.62
Business 'P'rocess Transaction 4(1) 69 753 711 457 705

Specific Investment

.52 5.60

.95 15.22

Domain Knowledge Transaction 97 15.68
Specific Investment 4(0) .85 12.47 941 801 942

.80 11.37

.89 13.39

. .90 13.77
Vendor's Trust toward Buyer 4(0) 93 1452 .946 .815 .943

.89 13.37

90 13.75

. . .89 13.62
Buyer's Distributive Fairness 4(0) 95 511 957 .847 .956

.94 14.76

.87 12.93

. ) 90 13.86
Buyers Procedural Fairness 4(0) 86 12.66 .924 753 921

.84 12.18

.88 13.31

. . .94 15.04
Joint Operational Performance 4(0) 96 15.46 .964 871 .964

95 15.15

Model fit x?=661.16, df=278, p=.00, CFI=.88, RMR=.07
HESHAT M4agH M4z 20194 8 979




(Table 3) Descriptive Statistics and Measurement Discriminant Validity

Constructs Mean | SD 1 2 3 4 5 6 7

1. Physical Asset

Transaction Specific Investment 5.09 1 1.20 Iy
2. Business Process ok

Transaction Specific Investment 51T | L11 | .566 5t
3. Domain Knowledge . Kk

Transaction Specific Investment 5.14 | 1.23 | .263 .263 895
4. Vendor's Trust toward Buyer 563 | 1.10 | .156 145 B76% 1903
5. Buyer's Procedural Fairness 5.60 | 1.03 | .259%** | 215** | .619™** | .637"** | .868
6. Buyer's Distributive Fairness 5.41 | 1.03 | .307* | .273** | H41*** | 642 | 609" | .920
7. Joint Operational Performance 478 | 1.23 | 2277 | 273" | H41™* | 642" | 609" | .920 | .933

note) Shading: Square root of Average Variance Extracted

*op (.1, 7T p<l0b, o pClol
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(Table 4) Results of Path Analysis(Main Effects)

. Quasi Joint
Constructs Hypothesis Integration Performance Result
Control
. . .093
Relationship Length (1.152)
) . . A171%
Vendor Satisfaction (1.705)
. -.017 -.020
Number of Items Vendor Suppling (-.208) (-.259)
. .048 -.001
Market Uncertainty (.580) (-.013)
1727
Knowledge Asymmetry (2.071)
) ) 376%
Vendor Brand Power (4.776)
Number of Vendor Employees 1297
T ploy (1.728)
-.148**
Buyer Annual Sales (-1.989)
Main Effect
Physical Asset TSI H1 2277 Supported
(2.275)
Business Process TSI H2 1747 Supported
r (1.764) P
. 075
Domain Knowledge TSI H3 (756) Not Supported
Quasi Integration H4 164% Supported
(2.191)

Model Fit x*=37.707, df=9, GF1=.965, CF1=.879, NFI=.881

*opd.1, ¥ pCl05, . p(l.01
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Fe o049 99 A4 B9ty =075, t=  nAAAwn AudRves TRaAfn,

756). mebd M 38 AR A gtk theem 394 A 4L 22 H#(5.60, 5.41)

ZEYE 3% YU FPAA 9L Y g 1FoE avYes AR e
3| Z

=]
(6 =.164, t=2.191). Wa}x 7} 4= AAEQT. @A AGY ARG 2PAG o7 FEEY
teo wre A ulolo] TAA z;aEJJr =

L 2AHSE J|Fog E Adog 1R 5 2 (Table 6), (Table 7)3} Zt}. WA #Hy 2129
A A2 AFE At Bdy Aoela] @& 2HEHE A¥EYA (Table 5o Yehd AAH
2z 32 Zol7h FoHQA] JR2 A 2R A Z2AA B0 KA AGESE
ol wf witje] AlFFEe B (5.63)= 71%#:% A B57F 25 nAE gEko] A=Kt A

(Table b) Results of Two Group Tests(Moderator: Vendors Trust toward Buyer)

Low Trust Group | High Trust Group
, (n=52) (n=91) )
Path Hypothesis Ax® (d.f) Result
Std. ¢ Std. ¢
Estimate Estimate
Physical Asset TSI H5 117 | 882 | 504*** | 3.478 |3.053*(1)| Supported
— Quasi Integration
Business Process TSI H6 062 | 472 | .368"** | 2.758 | 2.241(1) | Not Supported
— Quasi Integration
Domain Knowledge TSI H7 027 | 231 | 169 | 1.346 | .318(1) | Not Supported
— Quasi Integration

*op (1 FF p 05, Y p (.01

(Table 6) Results of Two Group Tests(Moderator: Buyer Distributive Fairness)

Low Distributive High Distributive
Fairness Group Fairness Group
Path Hypothesis (n=58) (n=85) Ax? (d.f) Result
Std. ¢ Std. ¢
Estimate Estimate
Physical Asset TSI Hga 035 | 817 | 420" | 3.167 |3.970"*(1)| Supported
— Quasi Integration
Business Process ] H9a -071 | -649 | 365" | 2.912 |5.552**(1)| Supported
— Quasi Integration
Domain Knowledge TSI} 4y, 103 394 018 140 | .278(1) Not
— Quasi Integration Supported

*op (L YR pCl05, Y p (.01

982 HYSHATL ®483 ™4z 20194 82
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(Table 7) Results of Two Group Tests(Moderator: Buyer Procedural Fairness)

Low Procedural High Procedural
Fairness Group Fairness Group
Path Hypothesis (n=55) (n=88) ax? (d.f) Result
Std. Std. ¢
Estimate Estimate
Physical Asset TSI H8b 138 414% | 2792 | 1.113(1) | Not Supported
— Quasi Integration
Business Process TSI | o -083 | -593 | 315" | 2.326 | 1.575(1) | Not Supported
— Quasi Integration
Domain Knowledge TSI\ 10 047 055 | 437 | .003(1) |Not Supported
— Quasi Integration

*opd1, o p 05, Y p(l.01
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The Effects of Transaction Specific Investments on
Vertical Quasi-Integration and Joint Operation Performance

Sang Duck Kim*

Abstract

According to transaction cost theory, under buyer-seller relationship conditions of asset
specificity, they have to choose vertical integration rather than outsourcing, the most efficient
and preferable governance structure to safeguard against partner's opportunism. Numerous
studies have so far investigated transaction specific investments as safeguarding mechanisms.
The studies, however, have come up with implications for outsourcing relationship performance
in the presence of transaction specific investments. Moreover the effects of transaction specific
investments were biased towards explaining the performance of either one rather than both of
transaction partners.

This study tried to investigate the relationship between three types of transaction specific
investments and performances. Especially the study suggest that transaction specific investment
in the buyer-seller context can be conceptualized in terms of three types, physical asset TSI,
‘business process TSI and ‘domain knowledge TSI. And the study. And the study focused on
vertical quasi-integration and joint operation performance as performance variables. In short,
the purposes of the study are to investigate the effects of three types of TSIs on vertical quasi-
integration and joint operation performance. The study derived a set of detailed hypotheses and
tested them on the relationship between buyers and vendors in Korean discount store distribution
channels in which various types of TSIs are actively occurring.

To test the research model empirically, data were collected from 143 buyer-vendor dyads of a
discount store company in Korea. Path analysis was used to test main effects of three types of

TSIs and two group tests were used to test moderating effects of relational variables, such as

* Department of Business Administration, Kyungnam University
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vendor's trust toward buyer, buyer's distributive fairness, and buyer's procedural fairness. In
general, the results provided supports for the main effects while moderating effect tests showed
different results. As expected, physical asset TSI and business process TSI had positive effects
on vertical quasi-integration and quasi-integration also had a positive on joint operation
performance. domain knowledge TSI, however, had no significant effect on quasi-integration.
In addition, there were several interaction effects, such as physical asset TSI with vendor's
trust, physical asset TSI with buyer's distributive fairness, and business process TSI with
buyer's distributive fairness in the relationship between TSIs and vertical quasi-integration.

Buyer's procedural fairness, however, had no interaction effects with all types of TSIs.

Key words: Transaction Specific Investment, Physical Asset, Business Process, Domain

Knowledge, Vertical Quasi-integration, Joint Operation Performance
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