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1 Introduction

This chapter starts with a personal story (1.1), followed by the research background and
scope (1.2) and an elaboration on the use of the agency theory (1.3). After this the
managerial and academic research perspectives (1.4), the research objective and
research questions (1.5) are presented, followed by the research flow (1.6) and the
methodology section (1.7). This chapter ends with an overview of the other chapters in
this dissertation (1.8).

1.1 A personal story

While working as a business consultant in the field of purchasing and supply
management, I noticed in the late-1990s that purchasing and supply management was
gaining increasing attention from organizations, consultants and the academic world
in both the private and public domains. From 1997 to 2010, I carried out various
benchmark studies on ‘World Class Pa’ in the Netherlands and in the rest of Europe
(Berenschot, 1997, 2001; DPA Supply Chain People, 2008, 2010). These benchmark
studies focussed on the differences between what was actually done and what was
‘World Class’. In other words, how the actual situation related to existing purchasing
theory or expert opinions. These benchmark studies showed that buyers! do not always
do what they ought to do, either in relation to their own opinions on what they should
do, or what theory or expert opinions think appropriate. Like for example, selection on
lowest price instead of total cost or value added, no control on the volume of the
supplier base instead of managing the number and quality of the suppliers or just
confronting suppliers with fixed product requirements instead of early supplier
involvement in product development. These outcomes made me curious, so I wanted
to know more about ‘why’ buyers do not always apply what they (should) know from
theory, experts or even textbooks?

In 2005, I interviewed a series of ten Chief Procurement Officers with regard to
purchasing strategy implementation. In the interviews, I used an analytic model that
was based on a model of organizational behaviour developed by Nadler and Tushman
(1980) that consultants often used for ‘fixing’ organizational problems. One of the
assumptions of this model is that strategy implementation is influenced by so-called
soft aspects such as organizational norms and culture, and harder aspects, labelled
business principles, such as processes, procedures and various human resource
management (HRM) mechanisms such as performance-based pay. The goal of the
interviews was to determine whether this general strategy implementation model
could be used when implementing a purchasing strategy. The preliminary results from
the interviews showed promising insights in strategy implementation congruency
barriers for purchasing. Congruent in the way that “various components of the

1 Buyers, purchasers, purchasing professionals, purchasing managers (PMs) are terms used interchangeably
although their roles as well as the responsibilities can be different from one another.
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purchasing strategy are organized in harmony and in the same direction” (Ten Have,
2002, p. 179). These results were never published due to a lack of time.

It was not until 2011 that I found the time to start as an official part-time PhD
candidate. Two important starting points for me were that (1) applying the established
purchasing theory in essence is the ‘right way’, i.e. not applying it is not in the interest
of the company; and (2) professional trained purchasing managers like to apply their
(theoretical) knowledge into their daily work. From such assumptions, the obvious
question is then: what would cause any deviations between theory or best practices and
actual buying behaviour? And, being a consultant who wants to offer practical
instruments: what specific actions or instruments could/should be used to bring them
‘back on track’? Unfortunately, the answers to such questions were not immediately
clear. Surely, the Pfeffer and Sutton book on knowing-doing gaps (Pfeffer & Sutton,
1999) was a great source, but is was general (not specific for purchasing) hence not
immediately applicable and also it was more of a philosophical nature rather than
providing practical (usable) instruments. In other words, it was not really helpful in
answering the questions mentioned above.

Over-thinking the questions at hand, early on two main ideas came to mind. The first
was that purchasing managers are frequently working for internal departments (like
Operations or Marketing). Would it not be that managers in such departments (which
are obviously not trained like the buyers themselves) provide orders to purchasing,
who in turn are to follow such orders rather than act according to their own ‘best
knowledge’? This line of thinking triggered me to look especially to the interface
between buyers and ‘internal customers’. A second idea came from the upcoming
studies on the behavioural aspects of purchasing. Could it not be that for closing any
knowing-doing gaps, an organization could use HRM mechanics (e.g. performance-
based pay or other incentives)? After all, it is well known that behaviour can be steered
by financial and other incentives. And for organizations, providing incentives is a well-
accepted and practical instrument. This idea triggered the interest in the potential of
incentives to close the knowing-doing gap. As such, there were initial eight ‘bodies of
knowledge’ that could be linked to purchasing knowing-doing gaps. Elaboration on
these bodies of knowledge is given in section (1.2) in the research background and
scope.

I started my PhD journey with lots of initial reading on these eight bodies of knowledge.
To improve my academic skills and to activate and expand my academic network, I
attended almost every IPSERA2 conference (as far back as 2003) and since 2010 most
of the annual meetings of WION, the association of Dutch purchasing and supply
scholars. Although in hindsight the cause-and-effect is not always clear, it is fair to say
that many of the ideas exposed in this dissertation were triggered by discussions
somewhere in this network.

2 |PSERA: International Purchasing and Supply Education and Research Association (IPSERA). IPSERA is a
multidisciplinary network of academics and practitioners dedicated to the development of knowledge
concerning Purchasing and Supply Management.
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1.2 Research background and scope

In this subsection the eight bodies of knowledge that were briefly mentioned in the
previous section will be outlined to provide the essential context, scoping and
theoretical foundation for this research.

Procurement, purchasing and purchasing and supply management

There are many definitions in the area of purchasing. No agreement exists on the
definition of procurement and purchasing (Van Weele, 2005). Even more definitions
are there when ‘purchasing and supply management’ (Wynstra, 2006) is included in
the area. The purchasing function encompasses the process of buying and covers
activities aimed at determining specifications of the goods and services to be bought,
selecting the suppliers and the negotiations that lead to a contract (Van Weele, 2005).
Practitioners and academics often limit the term purchasing to the ‘process’ of buying:
identifying the need, locating and selecting suppliers, negotiating price and other
terms, and following up to ensure delivery and payment (Johnson et al., 2011). Being
aware of the differences, in this thesis the terms ‘purchasing’ and ‘purchasing and
supply management’” are used interchangeably to refer to the integration of related
activities to effectively and efficiently provide materials and services to the
organization (Leenders et al., 2010).

Impact of purchasing on firm performance

Purchasing is an increasingly important business function because organizations have
focused more on their core competences (e.g. Prahalad & Hamel, 1990). In the last
decades many activities were outsourced and organizations became more and more
dependent on supply from outside the organization (Harland, 1996). Much has been
written about the contribution of purchasing to firm performance (Baier et al., 2008;
Chen et al., 2004; Ellram, et al., 2002). Clearly, purchasing is both an important
business function and an important scientific discipline (Chen et al., 2004; Gadde &
Snehota, 2000; Handfield, 1993). Research on knowledge and skills can be useful to
maximize purchasing’s contribution to the organization (Guinipero et al., 2007). In
line with Pagell (Pagell et al., 1996), the starting point for this dissertation is that the
key issue is not only what knowledge or skills purchasing professionals have, but how
organizations can ensure that buyers actually use the available knowledge and skills.
Clearly, a first question thereto would be: How can this be monitored and measured?
Performance ‘measurement’ and performance ‘management’ systems can make a
major contribution (Perkins & Gunasekaran, 1998; Monczka et al., 1979; Van Weele,
2004). Franco Santos et al. (2007) evaluated several performance measurement
systems and concluded that rewards play an important role. Although rewards or
monetary incentives seem to play an important role, they seem to be largely overlooked
within the field of purchasing and supply management research (Pagell et al., 1996).
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Financial and non-financial incentives

There are many definitions of incentives. They are defined as a situational condition
that can motivate employees because of their individual structure of needs with regard
to a certain performance level of behaviour within the context of an organization
(Rosenstiel, 1999; Bau & Dowling, 2007). Incentives are used to stimulate employees
to do what the organization regards as desirable and reduce doing what is considered
to be less desirable (e.g. Gerhart & Milkovich, 1990; Huselid, 1995; Hausman & Le
Grant, 1999; Newman & Milkovich, 1990). Incentives refer to inducements offered in
advance with the aim of increasing performance while rewards are typically given after
successful performance (Patten, 1977). Although in this way formally speaking the
terms incentive and reward are different, clearly these are very much related, e.g. a
‘promised reward’ makes an incentive. For this reason, the two terms will be used
interchangeably. This is consistent with literature on organizational reward systems
(e.g. Devanna et al., 1981), compensation systems (e.g. Milkovich & Newman, 2005)
and as proposed by DeMatteo et al., (1998) and more recent Garbers and Konradt
(2013). We adopt the definition of incentives by Milkovich (1990) that incentives are
financial or non-financial inducements offered to influence employees' future
behaviour.

There is a significant stream of human resource management-related publications
providing research that incentives (financial and non-financial) can influence
behaviour (e.g. Beer & Cannon, 2004; Bloom & Milkovich, 1995; Frye et al., 2003;
Gerhart & Milkovich, 1990; Huselid, 1995; Lindbeck, 1997; Newman & Milkovich,
1990; Rosenstiel, 1975. There is also a significant stream of research indicating that
financial incentives do not have a ‘positive’ effect on behaviour and that it is more
important to enhance intrinsic motivation then extrinsic motivation by financial
incentives (Achtziger et al., 2014; Ariely et al., 2009). Financial incentives can be
differentiated in base pay, performance-based pay and long-term incentives
(Milkovich, 1990; Milkovich & Newman, 2005). Indeed, for some people in some
situations, higher pay does not seem to result in enhanced performance (Ariely &
Gneezy, 2009). There is evidence that financial incentives can have a crowding-out
effect on intrinsic motivation (Gneezy & Rustichini, 2000; Ariely et al., 2009; Frey &
Jegen, 2001).). The crowding-out effect suggests that external intervention via
monetary incentives may undermine intrinsic motivation. Here motivation is “an
energizing force that stimulates arousal, direction and persistence of behaviour”
(Mitchel, 1982). The debate between ‘proponents’ and ‘opponents’ with regard to the
ability of incentives to influence behaviour continues (Cerasoli et al., 2014;
Steigenberger, 2013; Subramony, 2009). The common sense idea that incentives
always have a positive effect in reality does not always hold (i.e. the common sense idea
is in fact sometimes totally wrong). It is also too simple to conclude that higher
incentives lead to higher performance or motivation (Cerasoli et al., 2014) or that
incentives lead to more creativity (Ariely et al., 2009). Research clearly indicates that
the relation between incentives and performance is far from straightforward (Gneezy
et al., 2011). Yet the exact relation is not yet established (e.g. questions like “When do
financial incentives have the ‘expected’ results and when not” and “What other
incentives do have the ‘desired’ results” are not clearly answered).
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Research on the influence of financial and non-financial incentives in purchasing
seems scarce (Pagell, et al., 1996), despite encouragement (Scarbrough, 2000) to
incorporate HRM in purchasing research. One might also wonder why there is not
much research in this area. Financial and non-financial incentives could bridge the gap
between purchasing strategy and daily reality (Knoppen & S4enz, 2015). Like MacLoed
& Parent (1999) we argue that it is ‘necessary’ to increase the differentiation in financial
and non-financial incentives for specific jobs. One possible reason for the ‘under-
developed’ research attention in this area might be that it lies on the interface between
at least two areas, namely HRM and purchasing. And although multidisciplinary
research is potentially quite relevant and rich, it is not always favoured by the current
research culture (e.g. Birkinshaw et al.,2014; Antonakis, 2017).

Incentives can be based on individual or team performance (Han et al., 2015). In most
companies, purchasing activities appear to be organized in close proximity with the
internal customers (e.g. Eglyst et al., 2008). In this dissertation, we follow Trent
(1998), in regarding individual and collective efforts of team members as critical to the
success of the team. Our research does not include collective team incentive systems,
although there is interesting general — not purchasing-specific - research available on
team incentives (e.g. Danilov et al., 2013; Conrads et al., 2013).

The perspective of the social negotiated order

Establishing a purchasing function that contributes to firm performance requires input
from the entire organization, not just from the purchasing managers (Cousins &
Spekman, 2003). A relevant question is therefore how purchasing interacts with other
functions, i.e. what is the (social) organizational perspective for purchasing activities
in the firm? Eden (1992) describes an organization in terms of its task with respect to
the environment, and its members in terms of the roles they are expected to enact.
Eden (1992) adopts the view of Silverman (1970) that an organization can be seen as
“the interaction of motivated people attempting to resolve their own problems that can
be regarded as a source of meanings through members define their actions and make
sense of the actions of others”. Policies and rules such as procedures and also financial
incentives serve to set the limits and some of the direction of the adopted meanings or
as Eden puts it, the subtly ‘negotiated order’. Negotiated order is an approach in
sociology that is interested in how meaning is created and maintained in organizations;
for instance, the meaning on the way the interaction between buyers and their internal
customers is done. Negotiated order approaches have - just like this research - a
particular focus on the human factor; more specific on human interactions.

Conventional thinking about purchasing and supply management is undergoing a
great deal of change by focussing on the human factor (Carter & Ellram, 2003). For
instance, on the motivation of buyers (Pagell et al., 1996; Trent, 1998) or on purchasing
talent (Reinecke et al., 2007). Behavioural-oriented research in purchasing and supply
management is seen as a great opportunity for the human factor in the purchasing and
supply management research agenda (e.g. Carter & Ellram, 2003; Schoenherr et al.,
2012; Van der Veen, 2013, Welling & Kamann, 2001). Several purchasing and supply
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management scholars have focused on behavioural aspects of purchasing (Schoenherr
et al., 2012; Wynstra & Knight, 2004; Wynstra, 2010) with particular attention given
to buyer-supplier research (Bichon et al., 2010; Cousins & Spekman, 2003; Harland,
1996; Hauser et al., 1996; Kamann et al., 2006; Revilla et al., 2013; Walker et al., 2013).

Buyer-internal customer relations

Many purchasing departments primarily focus on the external arena (Bichon et al.,
2010). Also the stream of buyer — supplier research is growing rapidly in purchasing-
related dissertations (Das & Handfield, 1997) and articles published in highly ranked
purchasing and supply journals such as the Journal of Purchasing and Supply
Management (Wynstra, 2010). In the latter, the ‘internal arena’ — the purchasing
organization — represents only 8% of the topics. The attention for buyer-supplier
research is understandable given the fact that organizations have come to recognize
the important role of purchasing in importing value from suppliers into organizations.
That is probably also why the vast majority of the earlier mentioned performance
measurement and performance management studies focus on suppliers’ performance
rather than on the company’s internal processes (Yang, 2010, Humphreys et al., 2008).
Indeed, Wynstra (2010) found that supplier relationship is the most popular subject
and featured in 25% of all papers published in The Journal of Purchasing & Supply
Management over a period of 15 years. A meta-analysis of doctoral dissertations in
purchasing (Das & Handfield, 1997) showed a focus on buyer—supplier relationships
with economic and social issues (collaboration, partnerships and strategic alliances)
between buyers and suppliers being investigated.

Despite the fact that the main focus in the purchasing field lies in buyer- supplier
relationships, we consider internal relationships to be at least equally important. The
buyer’s ability to create internal customer satisfaction is essential for service to external
customers (Finn et al., 1996; Hallowell et al., 1996; Mohr-Jackson, 1991; Pfau et al.,
1991) and may create additional competitive advantage (Stanley & Wisner, 2001). Also,
several studies on performance management and measurement (e.g Caniato et al.,
2012; Carter, 2005; Kumar et al., 2005; Rafele, 2004) have been subjected to
purchasing’s internal processes. Buyer’s attending to the internal customer is also
essential for reducing the internal barriers necessary for the transformation of buying
from a clerical to a more strategic purchasing function (Cousins & Spekman, 2003). A
part of the buyer’s task is to satisfy internal organizational needs (Das & Handfield,
1997). Several scholars have presented research opportunities for inter-functional
topics, for example between the buyer and the internal budget holder on price and
quality, and other topics that reflect real-life scenarios (e.g. Das & Handfield, 1997;
Schoenherr et al., 2012). In line with other scholars (e.g. Wisner & Stanley, 1999;
Schiele, 2006), we view the internal relationships of buyers as a critical value driver
(Cousins et al., 2008) and therefore consider internal clients as an important
stakeholder group (Kern et al., 2011; Van Poucke et al., 2014) that have an essential
role in ensuring the effectiveness of purchasing (Tassabehji & Moorhouse, 2008).
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In this dissertation we limit the purchasing context, to one in which both the
purchasing manager and all other colleagues (or internal customers) are involved (cf.
Bakker, 2005).

Different perspectives on gaps

Turning knowledge into action is not a purchasing-specific problem and has been
described from various perspectives. Practitioners also fail to adopt the findings of
research in fields such as medicine (Dennis & Langley, 2002), supply chain
management (e.g. Van der Veen, 2013), human resources and management (e.g. Rynes
et al., 2002; Sanders et al., 2008). The gap between theory and practice is often framed
as a knowledge transfer problem (Van de Ven & Johnson, 2006). Lombardozzi (2012)
examined the ability of managers to apply management knowledge to real workplace
situations and indicated that 32% of the managers failed to apply knowledge. In the
field of strategic management Zeleny (2008) concluded that efficiency and
effectiveness are not generally sufficient; not only doing the things right but also doing
the right things — are emerging as major components of corporate success. There is a
growing interest in the use of cognitive, behavioural and organizational theories to
understand barriers to implementation (Davies et al., 2010). Ajzen & Fishbein (1970)
formulated the theory of reasoned action and planned behaviour (Ajzen, 1991) when
trying to estimate the gap between attitude and behaviour. They state that that logic
(knowledge) is only of limited use and that peer pressure or professional norms (see
Subsection 1.1.2) is far more important.

Scholars like Van Aken (2004) and Andriessen (2004) see knowledge that is produced
and not applied in practice as not sufficiently relevant. Van Aken (2004) and
Andriessen (2004) see this as a serious utilization problem for academic management
research in general, and they state that the relevance problem can be mitigated by
changing the way researchers research; more explorative, solution focussed and
heuristic without losing the rigour.

Purchasing managers do not always practice what they preach. Although they may
know how certain tools of analysis should be used, how certain strategies should be
followed, they may not always do so in real life (Kamann & Bakker, 2004; Bakker &
Kamann, 2007). Pfeffer and Sutton (1999) argue that, although in itself, knowing (i.e.,
the quality and depth of insights) can be the cause of differences in organizational
performance, the impact of knowing-doing gaps is ‘responsible for a much larger
source of variation in performance’. They describe how companies experience
difficulties in translating knowledge into practice. In this research, we adopt the line of
reasoning of Pfeffer & Sutton (1999) that the availability of knowledge is often not the
main issue. The issue is more about the inability of organization to turn purchasing
knowledge into action (Pagell et al., 1996). The explicit assumptions made are: it is not
the lack of awareness of the theory (full knowledge is assumed), it is not the potential
flaws in the theory (theory is assumed to be applicable), it is not inability to use the
theory (it is assumed to be usable).
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The starting point (that needs to be challenged), is that there is a ‘purchasing knowing-
doing gap’ even though purchasing professionals are perfectly well aware of the theory
and know how to apply it, but somehow in reality, do not actually apply it.

Human Resource Management (HRM)

Although in nature quite different, the human resource function and purchasing
function have some similarities; for instance HRM is charged with finding the best
employees for the job, where purchasing is charged with finding the best suppliers
(Pagell et al., 1996). Like the purchasing and supply domain (Wynstra, 2006), the
HRM domain is often seen as broad and apparently difficult to define (Bolweg, 2012)
and both domains do claim to have a significant impact on firm performance (for
purchasing see for instance Baier et al., 2008; Chen et al., 2004, for HRM see for
instance Huselid, 1995; Boselie et al., 2005; Subramony, 2009). When trying to explain
what HRM is all about, practitioners and scholars often refer to HRM-processes like
selection, development and appraisal as are they described in for instance the Michigan
Model (Devanna et al., 1981) or the Harvard Model (Gordon, 1985). Incentives, in
particular financial incentives, are important instruments in both the Mitchigan and
Harvard models but also in HRM concepts like: ‘HRM bundles’ (Subramony, 2009)
and ‘high performance work systems’ (e.g. Huselid, 1995).

The use of grounded theory and agency theory

Glanz and Bishop (2010), but also others including Davies et al., (2010), designed
instruments to classify the use of theory. Glanz and Bishop distinguish four levels:
‘informed by theory’, ‘applied theory, ‘tested theory’ and ‘building or creating theory’.
Both sets of authors conclude that theory has most often been used to inform the choice
and design of interventions in which only some of the theoretical constructs are used.
In this research agency theory and grounded theory are mainly used to inform the
choice and design of interventions. Researchers in the purchasing and supply
management field use a diverse range of theories (Van Weele & Van Raaij, 2014). Some
scholars argue that not every ‘theory’ is a ‘real’ theory (Chicksand, 2012).

From our research perspectives (see 1.7.1), grounded theory appeared the most
promising candidates for our explorative research. Grounded theory is chosen since it
is a systematic methodology applied in the social sciences that involves the
construction of theory through the analysis of data. Grounded theory fits well with the
interpretivist approach (Goulding, 1998) since its emphasis is on multiple realities, the
interaction between the researcher and the phenomenon under study and the belief
that causes and effects cannot be separated (Brown, 2002). In line with grounded
theory we started with just questions and our explorative way of qualitative data
collection. We also emphasised on a step by step discovery of what bodies of
knowledge, concepts and hypotheses were relevant for our research. And we elaborated
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on a number of existing theories for instance on incentives and buyer-supplier
relationships hand in hand with verifying it.

Agency theory concerns the relationship between two parties in which one party (the
principle) delegates work to another party (the agent), who then performs the work
(Eisenhart, 1989; Jensen & Mecklin, 1976). There are three principle-agent
perspectives that can be taken into account: ‘internal customer - purchaser’, ‘general
manager — purchaser’ and ‘buyer - supplier’. The scope for this research is the
‘purchaser - internal customer’ perspective. Incentives are core instruments within the
agency theory and the agency theory is widely used in incentive-oriented research
(Delery & Doty, 1996, Holstrom, 1979). But also the fact that the managerial problem
of this dissertation is the question “what can managers do”, assumes that is the
managers (i.e. principles) who should somehow steer the purchasers (agents). Other
advantages of agency theory for our research are that it is embedded in a ‘real’ theory,
the economic theory (Van Weele & Van Raay, 2014). It is also the basis for many
economic-decision experiments (Keser & Willinger, 2007) and has predictive
capabilities (Amundson, 1998). Agency theory addresses the challenges we face in our
purchasing-related research with a focus on the internal customer and the buyer in
terms of: (1) conflicting goals, (2) information asymmetry, (3) risk allocation and (4)
moral hazard.

We only used existing theoretical constructs from the grounded theory and the agency
theory (Glanz & Bishop, 2010; Davies, et al., 2010), since the objective of this research
is not to extend or revise these theories as such.

In the next subsection (1.3), we elaborate on the agency theory since it has emerged as
a leading theory in both purchasing research and in research on incentives.

1.3 Agency theory elaboration

In this section we start with an introduction (1.3.1), followed with the use of agency
theory in purchasing research (1.3.2). This section ends with the use of agency theory
in research on incentives (1.3.3).

1.3.1 Introduction

We already mentioned briefly that although there seems to be little understanding
about what a real theory is (Chicksand, 2012), agency theory is questioned to be one of
the ‘grand theories’ (Eisenhardt, 1989). In this research, agency theory is used as a
basis for elaboration, rather than for testing the theory (Popper, 1959) or developing
completely new theory (Glaser & Strauss, 1971). Theory elaboration refers to refining a
theory through empirical analysis in order to specify the circumstances in which it does
or does not offer potential explanations (Walker & Cohen, 1985; Voss et al., 2002). In
this research we use theory elaboration (Vaughan, 1992; Lee, 1999; Gilbert, 2005) to
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extend agency theory on the assumption that individuals — in our case PMs and ICs-
are bounded rationally.

Agency theory was originally conceptualized by Jensen and Meckling (1976) and
analyses the relationship that develops in an economic exchange when an individual
(the principal) concedes authority to another (the agent) to act in his or her name, such
that the wealth of the principal is benefited by decisions made by the agent. Eisenhart
(1989) introduced the theory to the field of organizational behaviour (Wiseman et al.,
1998). Agency theory's basic model is two parties engaged in a hierarchical relationship
(Arrington & Francis, 1989). One party, the principal, gives the other party, the agent,
authority to act on her or his behalf (Fox, 1984).

Eisenhart (1989) saw agency theory as an important yet controversial theory.
Important for its potential as a foundation for a powerful theory of organizations
(Jensen, 1983) and controversial given that its detractors called it “trivial,
dehumanizing, and even dangerous” (Perrow, 1986). The classic interpretation of
agency theory is what Eisenhart (1989) and Jensen (1983) called the normative
approach, which contrasts with the more recent positive approach where there is less
attention to risk and more for the context (Bloom & Milkovich, 1995). Although the
epistemological basis of the two differs, they can both play an important role in
obtaining insights into the principal—agent relationship (Wiseman et al., 2012). We
focus on the more context-oriented positive agency view that is often used in
economics-based research on the principal—agent relationship, particularly when the
focus is on incentives.

Agency theory has received a number of criticisms and can benefit from being
complemented by other theoretical frameworks such as stakeholder theory.
Suggestions have been made to make the theory more flexible and for instance, that
agents should not always be assumed to exhibit opportunistic behaviour. At the very
least, there is a need to build models that reflect more complex interactions between
principals and agents (Wiseman et al., 2012). Although risk is an important aspect of
the positive approach to agent theory, it is often too restrictive and naive, preventing a
fuller understanding between agents and principals (Wiseman & Gomez-Meija, 1998).
In response, these authors developed a behaviour agency model by integrating
complementary views on risk from other theoretical perspectives such as prospect
theory. This behaviour agency model still has shortcomings, even in the eyes of the
developers, but it nevertheless contributes to the ongoing development of agency
theory by providing another stimulus for extending its behavioural aspects. The
development of the behavioural aspects of the agency theory continues, with recent
research (Pepper & Gore, 2015) encouraging other researchers to join in finding a
better understanding of the micro-foundations of agency theory.

1.3.2 The use of the agency theory in purchasing research

Agency theory explicitly addresses under which contractual arrangements the
relationship between a principal and an agent operates most efficiently. It can be used
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to look at both the explicit (legal) and implicit (social) aspects of the contract
(Eisenhardt, 1989). It is concerned with solving measurement and motivation
problems that occur when principals and agents have differing goals and desires and it
is infeasible for the principal to verify the agent's performance. In a purchasing context
the buyer can be the principle (Situation I) or agent (Situation II) depending from the
point of view. In Situation I, the buyer is the principle and the supplier the agent
(Zsidisin & Ellram, 2003; Choi & Liker, 1995). In Situation II, the buyer is the agent
and the internal customer is the principle. Van der Meulen (2003) describes this as the
intermediation role.

Underlying the agency theory are specific assumptions about human nature (self-
interest, bounded rationality, risk aversion), information and organizations (goal
conflict among members) (Eisenhardt, 1989). The theory is well established in the
management literature and also in purchasing literature as far as the principle is buyer
and the internal customer the agent (Zsidisin & Ellram, 2003, Heide, 2003; Heide &
John, 1992).

The principal-agency relationship is governed by a contract that the parties either
propose or accept and that specifies what the principal expects from the agent and what
the agent will receive in return (Tate et al., 2011). The contract can be a written
agreement (e.g. Lumineau & Malhotra, 2011) with the supplier, or an internal service
level agreement or compensation schedule (e.g. Parks & Conlon, 1990). All contracts
are used to overcome problems that arise from the assumed self-interest and
conflicting goals of each party and agents' risk averseness, assumed to be greater than
principals' (Baiman, 1990; Eisenhardt, 1989).

With regard to human nature, agency theory's assumption of self-interest relates to the
fact that in case of unanticipated events, actors will each behave in the best interest of
their companies (Logan, 2000), or perhaps functional area (Tate et al., 2011). For
Situation II purchasing, the principal (IC) might be unable to effectively verify agent
(buyer) performance (Eisenhardt, 1989). Furthermore, other ICs can have different
expectations of the Agent. This complicates goal congruence among all parties in the
principal agency relationships of buyers and their internal customers. As a result, the
contractual preferences (the way the financial incentives are perceived) of each party
can differ, also when the contract is on team level (e.g. Danilov et al., 2013).

1.3.3 Use of agency theory in research on incentives

Here, in research on incentives, agency theory has emerged as the leading theory in
guiding organizational research on incentives and pay for performance (Bloom &
Milkovic, 1995; Harris et al., 2013; Pepper & Gore, 2015). Agency theory focusses on
identifying the most efficient contract for aligning the interests of an agent with those
of a principal (Fama & Jensen, 1983) and the key role played by extrinsic motivation,
especially economic or financial incentives, in reducing agency cost. Agency theory,
according to Eisenhart (1989), is concerned with important categories of problems in
the principal-agent relationship: (1) the possible goal conflict between the agent and
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the principal, and difficulty and cost associated with verifying agent behaviour due to
information asymmetry; and (2) risk sharing when the principal and agent have
different attitudes toward risk. Standard economic thinking is that increased financial
or monetary incentives should increase performance. This is understandable from an
intuitive perspective on the effects of incentives on performance (Achtziger et al., 2014)
but not always true since decision-makers frequently focus on past performance
(Thorndike, 1911; Sutton & Barto, 1998). Many phenomena complicate the influence of
financial incentives on performance, including crowding out of intrinsic motivation
(Gneezy & Rustichini, 2000; Ariely et al., 2009), ceiling effects (Camerer & Hogarth,
1999) and choking under pressure (Baumeister, 1984): decision-makers simply do
things differently than rational decision-making leads one to expect (Achtziger et al.,
2014). Other, more human-oriented, theories could be used in this research. However,
we stuck to the agency theory: it is still one of the better theories to use for research on
principal-agent relationships and incentives (e.g. Cuevas-Rodriquez et al., 2012).

Having outlined the research background, scope and theories from which purchasing
knowing-doing gaps will be addressed, the next section (1.4) describes relevance of this
research from a managerial and academic perspective.

1.4 Managerial and academic research perspectives
1.4.1 A managerial perspective

There is ample literature that states the importance of a well-functioning purchasing
function for the overall performance of the firm (e.g. Baier et al., 2008; Chen et al.,
2004; Ellram, et al., 2002). Given this fact, clearly a knowing-doing gap in purchasing
is something that should be avoided. Not using the full potential of purchasing can
become a problem for the organization. This dissertation will look into such purchasing
knowing-doing gaps and explores how incentives can be used to lower purchasing
knowing-doing gaps. As incentives are already a frequently used tool within
organizations, this research might reveal some practical usable insights for the
managers responsible in reducing purchasing knowing-doing gaps and consequently,
improve firm performance.

It is important to note that within our approach it is not only the purchasing
professionals who are addressed, but also the HRM professionals, the internal
customers and/or general management. After all, these managers design and operate
the incentive systems.

As already mentioned, there are several reasons why buyers do not put theory into
practice. Pfeffer and Sutton (1990) pose the question “why do so much education and
training, management consulting, business research, books and articles produce so
little change in what managers and organizations actually do?” Our starting premise is
that buyers know the theory, and that they also know theoretically how to implement
it, but in the end, are not able to convert this ‘knowing’ into action. From practice, we

23



know that, sometimes, they are ‘not allowed’ to implement a theory because it is not in
line with ‘corporate policy’ or it is not in the interests of one or more internal clients.

One reason why buyers are not always able to realize the ideals of their internal
customers is that buyers and internal customers may have conflicting interests (Hauser
et al., 1996; Jun & Cai, 2010; Mudie, 2003; Sanchez-Rodriguez et al., 2004; Young &
Varble, 1997). For instance, there may be a conflict between collective synergy and
individual profit, or there may be different views on the make — buy decision. Internal
customers can have different objectives than buyers. The risk is that ‘satisfying the
internal customer’s needs’ inherently might imply that buyers cannot follow their best
practise. General managers guard these, sometimes shaky, purchasing balances
between buyers and internal customers and it is their task to decide what is best for the
company/organization. In other words, although the dissertation is focussed on the
possible HRM incentives for improving purchasing performance, the results will be
relevant for managers beyond these two functions.

Clearly, better performance of purchasing is often desirable but should not become an
objective in itself because it bears the potential problem of sub-optimization. The
objective is to have better firm-performance and the various functions (including
purchasing, internal customers, HRM, general management) should all collaborate
towards this purpose. The knowing-doing gaps addressed and the 'solutions' to lower
these gaps are to be seen in this fashion, rather than a goal in itself. Managers have all
kind of tools, concepts or models they can use for reducing purchasing knowing-doing
gaps. For instance, models that are developed in which overall business strategy is
aligned with the strategies of other functions/departments (e.g. Hayes & Wheelwright,
1984; Bartlett & Ghoshal, 2002), or performance measurement/management models
like the balanced score card (e.g. Kaplan & Norton, 1995).

Rewards and incentives are important performance indicators in these performance
measurement/management models (e.g. Franco Santos et al., 2007). Financial and
non-financial incentives are a small subset of the HRM tools or bundles that general
managers have for improving organizational performance (Subramony, 2009), yet,
they are important (Bolweg, 2012). The challenge for (general) managers is to develop
and use financial and non-financial incentives in the purchasing function in such a way
that there are benefits for the purchaser, for the internal customer and for the entire
organization. This is summed up in the following management problem:

What can general managers do with financial and non-financial incentives
to reduce purchasing knowing doing gaps?

The answer to this management problem is what his dissertation aims to contribute to.

1.4.2 Academic perspective

This dissertation primarily falls into the area of purchasing research (as it is the
purchasing function and purchasing activities which are subject to study and the
intermediary results from this research were published on several purchasing research
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conferences). However, in many ways this research can be characterized as
‘unconventional’. Firstly, it is multidisciplinary as it combines HRM and purchasing
and it is based on multiple theories stemming from different fields such as psychology,
sociology and (behavioural) economics. Secondly, it is broader than purchasing as the
management problem is, from general management rather than from purchasing
management alone. Thirdly, it uses multiple methodologies such as a multiple case
study, a literature review and laboratory experiments. The methodology and methods
are chosen based on ‘the best way’ to answer the research problem at hand, rather than
pre-imposed. This is an intentionally other direction then most dissertations (based on
personal experience) that are often approached from a mono-disciplinary point of view
(and frequently survey based).

To motivate the approach chosen, it can be observed that there is considerable
academic debate on the maturity of purchasing and supply management research:
purchasing and supply management will be considered to be mature research field only
to the extent that it connects well with related research disciplines such as operations
management, organization studies and psychology (Melek Akin Ates, 2014). Van Weele
and Van Raaij (2014) conclude that purchasing and supply management research has
developed considerably during recent decades, both in terms of quantity and quality.
Nevertheless, in their opinion, purchasing and supply management’s research
contribution does not necessarily reflect strategic business issues and concepts. They
argue that future purchasing and supply management research should be better
embedded and grounded in management, economic and social theories. There is an
urge for the use of other instruments than the frequently used survey method. (e.g. Van
Weele & Van Raaij, 2014; Hak & Dul, 2009). We find further support for opening up
the purchasing and supply management research field to other academic fields in
Snijders (2005) and Wynstra (2006). Recently other methodologies seem in high
demand within the field simply because research questions in a more maturing and
more behavioural oriented research field require different approaches. Like case
research, grounded theory, design research, experiments and action-based
methodologies. Other scholars (e.g. Chicksand, 2012) see this opening up as a risk for
the development of the purchasing and supply management research field. Also Kuhn
(1970) sees a mature research field as one that has developed into a mono-
paradigmatic science.

In light of the sketched reflections on where purchasing research is and should be
headed according to some leading scholars, this dissertation might be considered
unconventional in topic and method, but not without reason. In many ways it fits to
the ‘desired direction’ purchasing research should go. The management problem
discussed in this thesis will be approached from a range of related psychological, social
and economic disciplines. Alongside the literature review that draws on several bodies
of knowledge, the methodology used is also ‘multidisciplinary’. The empirical part is
partly based on qualitative data gathering through case studies and partly based on
laboratory experiments conducted with students and non-students.

We mentioned earlier that there is much research on financial and non-financial
incentives in general, but there is limited focus on this in the field of purchasing and
supply management. (Pagell, et al.,, 1999). Suggestions are made that incentives
systems should be more specific. On the job (Macleod & Parent, 1999) or even on
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persons or situations (Huselid et al., 2005). It is here where this dissertion aims to
contribute.

More in general, there appears to be a ‘gap’ in literature on purchasing and incentives,
at least when recent publications are concerned. Three models from the early 1960s —
late 1970s of organizational buying behaviour (OBB) developed by Robinson, Faris and
Wind (1967), Webster and Wind (1972) and Sheth (1973) provided several constructs
that expected to influence organizational buying behaviour. The models agree on the
influence of rewards on organizational buying behaviour (see Chapter 3).

To summarize, the aim of the academic contribution of this dissertation is to contribute
in filling the academic knowledge gap on the influence of incentives on behaviour of
buyers and their internal customers. And doing so by combining insights and literature
from several scientific disciplines such as sociology, human resources and behavioural
economics with a methodology of a combined use of quantitative and qualitative
research methods. It should allow us to answer the central problem statement:

How do financial and non-financial incentives influence purchasing
knowing-doing gaps?

The outcomes of this research will clarify, at least to some extent, how financial and
non-financial incentives influence the behaviour of buyers and their internal
customers. With that ‘clarification’ purchasing knowing-doing gaps can be reduced
which, we assume, will have a positive impact on purchasing’ contribution to firm
performance.

In the next sections, the research objective and research questions (1.5), research flow
(1.6) and methodology (1.7) will be described.

1.5 Research objective and research questions

In order to contribute to the stated management problem and fulfil the aim of this
academic contribution, the research objective is formulated:

To obtain knowledge and insights concerning the influence of financial
and non-financial incentives on reducing purchasing knowing-doing gaps.

The earlier mentioned benchmark studies (see Section 1.1) focussed on the differences
between what was actually done and what was desired in the eyes of the purchasing
professionals, related to existing purchasing theory and expert opinions. These
benchmark studies showed that buyers do not always do what they ought to do, either
in relation to their own ideals on what theorys3 or expert opinions think is appropriate.
Other benchmarks like the NEVI MSU and MSU+ (both based on the Michigan State
University benchmark-model of Robert Monczka) also showed differences between

3 Often under the assumption that there is ‘some’ theory that describes the ‘best’ action in a given situation.
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actual and ‘excellent’ purchasing processes. According to these benchmarks the lack of
awareness concerning these differences limits the ability of purchasing to anticipate
change and respond in a way that will create competitive advantage (Trent & Monczka,
1998). Apparently, these scholars suggest that there is an ‘unawareness’ of the
knowing-doing gap.

As mentioned, based on practical insights (e.g. several benchmarks) and related
academic research (e.g. Kamann & Bakker, 2004) to what here is defined as
‘purchasing knowing-doing gaps’, the assumption was made that purchasing knowing-
doing gaps do exist; this is actually the very starting point of this research. Despite this
fact, from a research perspective of delivering a ‘complete’ research finding, we wanted
to know explicitly whether measurable purchasing knowing-doing gaps can be found.
Or, when seen from a different perspective, we felt that our starting point had to be
challenged (Conaway, 1989; Wolfe & Samdahl, 2005). For instance, by comparing
measurements of the existence of gaps under practical and academic conditions and
challenging the assumptions in multiple cases. This leads to the first research question

(RQ):

RQ1: Do purchasing knowing-doing gaps exist?

In Section 1.1 the issue whether (financial) incentives could influence behaviour was
shortly reviewed. There seems to be a general understanding that financial incentives
do influence people’s behaviour (e.g. Beer & Cannon, 2004). But researchers find it
difficult to know when and why incentives do or do not modify behaviour (Gneezy et
al., 2011) with predictable outcomes. As mentioned in the outset, in this dissertation
we aim to research whether incentives can be used for influencing buyer and internal
customer behaviour to close the purchasing knowing- doing gap (assuming it exists,
given RQ1). From literature it seems that there is a rather fundamental question
between financial and non-financial incentives, the RQs are split accordingly. This
leads to the second RQ:

RQ2: To what extent do financial incentives have an impact on purchasing
knowing-doing gaps?

A social norm is a description of a behaviour that is acceptable by a significant group
of individuals, is mutually expected in this group, and enforced in case of deviations
(e.g. Appelbaum et al., 2009). Social norms are a type of non-financial incentives
(Appelbaum et al., 2009; Chen et al., 2010). Financial incentives can be influenced by
non-financial incentives in a way that incentivised behaviour can have a crowding-out
effect (Gneezy et al., 2011) or a crowding-in effect (Frey & Jegen, 2001). And because
professional norms are a type of social norms (Kreps, 1997), in this dissertation we
consider professional norms like social norms as non-financial incentives. Professional
norms might interact with certain other financial incentives in place or might be
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intertwined with extrinsic and intrinsic incentives as already noticed by Kreps (1997).
This leads to the third and final RQ:

RQ3: What is the influence of professional norms on the impact of
financial incentives?

1.6 Research flow

The chapters of this thesis follow the chronological process of my research involving
emerging research questions, repeated refinement of the research scope and data
analysis inductively building from particulars to a more general theme (see Figure 1-1).
It should also be noted that this dissertation is not written with ‘hindsight knowledge’
but that it for a larger part follows the ideas developed during the research (i.e. there
is some chronology in the overall approach). In that sense, the figure also has some
‘spoilers’, i.e. it already states some outcomes which are still to be described and
motivated.

Figure 1-1: Schematic presentation of the research flow.
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Research started with practical insights and evidence from academic literature that
purchasing managers actually do not always do what they ideally should do and what
is often written down in papers and textbooks. This lead to the first question “why do
purchasing managers not always apply textbooks?”
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As mentioned, the second question ‘Is there something like a ‘knowing-doing gap?’
could be considered irrelevant but was added to have a complete (and double checked)
overall research approach. Answering this question provided us with more and better
insights on what a ‘knowing-doings gap’ is, what we can find in literature, how
knowing-doing gaps are operationalized and measured. These insights helped to
develop the questionnaires for purchasing managers and their internal customers for
the case studies. This lead to the answer on the second question: Yes, there is
something like a ‘knowing-doing gap’.

The third question is ‘What can we do about it? Financial incentives?” We found gaps,
we could measure gaps, but the explicit question was whether financial incentives had
impact on them. To be able to answer that question, next to the case results, additional
literature on HRM and incentives had to be reviewed. This lead to the answer on the
third question: ‘No, financial incentives are not conclusive’.

This answer brought us to the fourth question. ‘What else could have influence on
professional norms?’ We found that financial incentives did have some impact, but not
always. Could it be that the impact of financial incentives was influenced by the
professional norms of buyers? This was tested in an experiment and lead to the answer
on the fourth question: ‘Yes, professional norms have an influence’; on financial
incentives and thus on knowing-doing gaps.

The next section (1.7) describes the methodology used in this research.

1.7 Methodology

Methodology refers to the way research objectives are realized (Kempeners, 1999) and
it refers to the way research should be undertaken (Ramsay, 1998). The structure of
this thesis is developed by the explorative and qualitative character of this research.
Exploratory research is research conducted over a problem that has yet to be clearly
defined (Narayana Reddy & Acharyulu, 2009). Qualitative research (Creswell, 2014) is
an approach for exploring and understanding a social problem or human behaviour.
In the subsequent subsections, the paradigms on which our research design is based
(1.7.1) and an overview of the main research instruments used in this research (1.7.2)
are introduced.

1.7.1 Paradigms and research design
Positivist and interpretive paradigms

The way a researcher views the world has an impact on research questions and on the
research design (Saunders & Tosey, 2012). Research paradigms can be seen as a sort
of methodological or conceptual universe (Guerra et al., 2012) and they shape the
research design. These paradigms form different ways of seeing and understanding
social reality and the nature of knowledge. Two paradigms dominate emperical
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research (Ramsay, 1998): the positivist and the interpretivist paradigms. When
concerned with observing and predicting outcomes, a positivist paradigm4s is likely to
be used. When researchers are more concerned with gathering insights into subjective
meanings, they are likely to use a more interpretive paradigm.

Positivism includes a focus on facts as distinct from values or meanings (Ramsay, 1996)
and that reality can be measured. Some scholars argue that in reality, a researcher
inevitably is imbued with values and experiences that could not be separated from the
research (Guba, 1994; Kuhn, 1970). Positivism asserts that objective accounts of the
world can be given (Denzin & Lincoln, 1994). Positivism is critiqued because studying
social life is in many ways considered different to studying ‘hard’ natural sciences
(Ramsay, 1996) in a laboratory situation. In addition, there are many questions raised
about the nature of social reality - is there such a thing as a ‘real’ reality (Guba &
Lincoln, 1994) that we can, as positivism implies, know objectively?

This research is based on the interpretivist paradigm. Interpretivists believe that reality
cannot exclusively be seen as a system of natural laws. Reality is much more a result of
people's capacity for interaction, interpretation and reflection (Korzilius, 2000). Like
interpretivists, we started our research with interviewing specialists on incentives
systems and reflection on prior insights from benchmarks and business consultancy
experience. We assumed that experience and insight on its own was insufficient for
developing a fixed research design due to the complex, multiple and unpredictable
nature of what is perceived as reality (Hudson & Ozanne, 1988; Carson et al., 2001).
Also like interpretivists we used a more personal and flexible and for some as
mentioned earlier an unconventional research structure (Carson et al., 2001).

Explorative and confirmatory research designs

As mentioned, exploratory research is research conducted over a problem that has yet
to be clearly defined (Narayana Reddy & Acharyulu, 2009). Exploratory research often
relies on secondary research, such as reviewing literature, uses qualitative approaches
such as informal discussions with stakeholders and more formal approaches through
in-depth interviews or case studies. The purpose of exploratory research is to gain
familiarity with a phenomenon or acquire new insight in order to formulate a more
specific research question or to develop a hypothesis (Herbst & Coldwell, 2004). In this
research the first questions as presented in Figure 1-1 are explorative as the answers
gave us indications as to the ‘why’ and ‘when’ our gaps occurred.

Exploratory research usually cannot tell us ‘how often’ or ‘how many’. Further,
exploratory research is typically not generalizable to the population at large. For that
type of research confirmatory research is better suited.

4 A system of ‘scientific habits’ used by a group of scientists for the solution of scientific problems (Masterman,
1970).
5 A methodological and conceptual ‘universe’ in which a scientist can operate (Guerra et al., 2012.
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Confirmatory research is often used to test outcomes that are predicted before the
measurement phase begins. Such a priori hypotheses are usually derived from a theory
or the results of previous studies. The advantage of confirmatory research is that it is
easier to claim that a certain result is statistically significant. The disadvantage is that
researchers have to know a lot about what they want to know. In the final stages of our
research when we formulated our hypotheses (see Chapter 4) a more confirmatory
research approach was used.

Based on the interpretive paradigm, this research started with the researcher reviewing
the relevant literature, making observations, searching for patterns and developing the
main elements and concepts. In the final stages of this research where we focussed on
the impact of professional norms (i.e. in answering RQ3), a more confirmatory
approach was used to tests hypotheses derived from the literature and the results of
previous case studies. Experiments were used to seek statistical significance and
agency theory was used as the conceptual basis.

In many social science disciplines, empirical research seems to involve a mixture of
techniques or methods (Ramsay, 1996). Empirical evidence can be analysed
quantitatively or qualitatively. In our research, qualitative and quantitative forms of
analysis are combined. In the case research, the evidence was mostly qualitative;
whereas in the experiment more quantitative methods were used. In the experiment,
the focus was more on contextual validity and quantitative evaluation, with the
important advantage that these results are more generalizable (Lee & Baskerville,
2003).

1.7.2 Methods used in this research

In this subsection we briefly present the specific research methods we used in our
research: literature review, case study and (laboratory) experiments.

Literature review

There are quite some publications on how to carry out a full literature review (Hochrein
& Glock, 2012; Pittaway et al., 2004; Tranfield et al., 2003). However, in the process
of literature reviewing for the sake of this dissertation not all activities (for example a
formal review protocol) were applied. There is no ‘full’ literature review in this
dissertation because: (1) as mentioned, the topic of this thesis is not within a specific
field but rather multi-disciplinary; (2) the objective of this dissertation is practise-
based in the sense that it tries to solve a managerial issue, rather than to reviewing
and/or summarize all relevant literature, and (3) the ‘grounded’ approach involves
more data collection than only through existing theory.

However, clearly the academic literature is a relevant and important source of
information for this thesis. Therefore, rather than doing a full literature review, the
approach was to make transparent and reproducible (Hochrein & Glock, 2012) choices
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in the qualitative research process and therefor to acquire ‘specific’ knowledge. We
used literature to address RQ1, RQ2 and RQ3.

We used Google, Google Scholar and EBSCOhost search engines. For instance, for the
incentives part, initially more than 150 abstracts of relevant publications were read,
establishing their perceived relevance to our incentive topic, 55 publications were
initially selected and read in detail. In Chapter 3 we will elaborate on the results of our
literature review and present the key points of the acquired ‘specific’ knowledge.

Case study

It is generally accepted that the use of case studies for research purposes is challenging
(Yin, 1981). A case study has limitations, for instance on generalizability.
Generalizability refers to the extent to which findings from a study apply to a wider
population or to different contexts. For this research, case study research was
considered a useful approach to understand the existence, definition and from there
the measurability of the gaps and in line with the paradigm used and research design.
Based on the grounded approach in the preliminary stages cases provided insights,
which could later be tested (Abercrombie et al., 1984) with instruments such as the
laboratory experiments (see Chapter 4). One can use single or multiple case studies
depending on the ‘replication logic’, and the number of cases influences the certainty
achieved. We used case studies in line with some scholars who believe that case studies
are also appropriate for the exploratory phase of research (e.g. Shavelson & Townes,
2003) and not, for instance, only for hypothesis testing.

Case studies amount to multi-perspective analyses (Tellis, 1997). In our research, the
preparatory research into the nine case companies was based on public information
such as annual reports, company websites and other public information such as
purchasing job advertisements, in line with the ‘Six Sources of Evidence’ (Yin, 1994).
We used cases to address RQ1 and RQ2. In Chapter 2 we will elaborate on the use of
cases in this research on knowing doing-gaps.

Laboratory experiments

The use of experiments is not common in purchasing and supply management research
with some notable exceptions such as in procurement auctions (Deck & Smith, 2013).
Experiments are generally used for hypothesis testing by identifying causal
relationships between treatment variables and behaviour (Kleppmann, 2014).
Charness, Gneezy and Kuhn (2013) proposed a classification for experiments in which
they distinguished the classic laboratory experiment, field experiments (cl. List, 2007
for alternative classification) and extra-laboratory experiments. The extra-laboratory
experiments differ from the first in several dimensions, the most important being that
they take place outside the laboratory and do not use participant pools made up only
of students.
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There are several reasons for opting for experiments in research including the ability
to apply rigorous scientific scrutiny (Deck & Smith 2013):

e Experiments are often used successfully in research on incentives (e.g. Fehr &
Schmidt, 2004).

e The use of experiments has been suggested as a way to improve purchasing and
supply management research (e.g. Van Weele & Van Raaij, 2014).

We used laboratory experiments to address RQ3. From all empirical methods taken
into account (e.g. surveys or field experiments), obtaining data on the influence of
professional norms on the impact of financial incentives, laboratory experiments were
best suited simply because we wanted to measure the ‘real’ behaviour of purchasers in
a certain buying context with the possibility to eliminate social desirable answers
(Mick, 1996). Experiments also helped us to establish a cause-and-effect relationship
based on differences in responses between the treatment and the control group.
Experiments are used as a unique tool to identify the influence of professional norms
on behaviour of a purchasing professional in the presence of a clear trade-off between
financial incentives and following a professional norm. This allowed us to identify
whether or not the professional norms were able to close (at least partially) any existing
gap between actual and ideal behaviour of the purchasing manager. Knowing that in
the experiments — like in real life - the purchasing manager faces a ‘moral hazard’
problem and may have incentives differing from those of the internal customer.

Our experiments were based on a dictator game (e.g. List, 2007). Laboratory
experiments are often based on games because many human decisions occur in settings
in which there is a strong interdependency between one’s own and others’ outcomes
(Liebrand, 1983). We opted for the dictator game in our experiment because this form
is seen as preferable to other games for research on incentives (List, 2007) and
provides the opportunity to measure altruistic (Festré & Garrouste, 2014) or moral
hazard forms of behaviour (Jackson & Schneider, 2013). In the experiments we used
both professionals and students. In Chapter 4 we will elaborate on the results of our
laboratory experiments on purchasing knowing-doing gaps.

1.8 Overview of this dissertation

To conclude this introduction, the following chapters of the dissertation are briefly
outlined.

e Chapter 2 - Initial modelling and case based measurement of knowing-doing
gaps: this chapter provides insight into the initial modelling and case design. Case
findings are given on a cross case and case-by-case basis. The findings led to the
understanding that there are measurable purchasing knowing-doing gaps. In this
chapter the answer on RQ1 is given. First scope refinements are made.
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Chapter 3 — Additional literature review on incentives: this chapter provided
further detailed insights in the influence of financial and non-financial incentives.
Findings led to the understanding that financial incentives are not conclusive. In
this chapter the answer on RQ2 is given. These insights also led to additional scope
refinements.

Chapter 4 — Professional norms as incentives: experiments with purchasing
professionals and students: in this chapter, we present the results of several
experiments aimed at better understanding the influence of financial and non-
financial incentives — in particular professional norms - on buyers’ behaviour when
collaborating with an internal customer. In this chapter the answer on RQ3 is given.
Chapter 5 - Conclusions, discussion and future research: here we present the
answers to the research questions outlined in this introduction. Following this, we
draw conclusions and present a general discussion on the research, including its
limitations and avenues for future research.

Since the start of the research, several papers have been presented at IPSERA and
WION events and some have been or are still under review for publication. For the
purposes of this thesis, we have modified the papers into chapters to create a clear story
line and avoid excessive repetition. That is, rather than including the papers in-full as
part of this thesis, the explicit choice has been made to have the dissertation as a book
that can be read ‘from cover to cover’. This implies that excerpts of the papers are used
without fully cross-referencing these (as that would become too tedious without a clear
benefit to the reader).
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Chapter 2

Initial modelling and case based measurement of
knowing-doing gaps

8 This chapter is based on earlier presented IPSERA and WION material (on a working paper IPSERA 2012 and a
competitive Paper IPSERA 2015. For the purposes of this thesis, the papers are modified to avoid excessive
repetition. An adapted version of this chapter is under review for publication in the Journal of Purchasing and
Supply Management. This research was conducted in collaboration with Dirk-Jan Kamann.

7 Dirk-Jan Kamann is Research Professor in Supply Management at the University of Pannonia, Faculty of
Business and Economics, Veszprém, Hungary. The principal researcher of this thesis was for this paper
responsible for the research questions, literature search, data collection and analysis, theory development and
the final version of this manuscript. Co-author provided input and detailed feedback for the improvements of
this manuscript.
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2 Initial modelling and case based measurement of
knowing-doing gaps

This chapter starts with an introduction (2.1), followed by the theoretical frame of
reference for the occurrence of gaps (2.2). Then an overview of possible gaps is
presented (2.3). After that the multiple case design is presented (2.4). This chapter
ends with the case results (2.5, 2.6) and conclusions and discussion (2.7).

2.1 Introduction

Purchasing managers do not always practice what they preach (Kamann & Bakker,
2004; Bakker & Kamann, 2007). They state: “although they may know how certain
analysis tools should be used and how certain strategies should be followed, they may
in real life not do so”. Given the growing importance attached to the purchasing
function in many organizations (Handfield, 1993, Gadde & Snehota, 2000; Baier,
2008; Feisel et al., 2011) and its demonstrated contribution to firm performance
(Ellram et al., 2002), it is interesting to see if this gap between ‘knowing’ and ‘doing’
exists and if so, whether it can be reduced (and how).

As mentioned in Chapter 1, knowing-doing gaps are not a problem unique for
purchasing, and knowing-doing gaps have been described from various perspectives
and different theories including social exchange theory, resource-based view, principle
agency theory, transaction cost theory and contingency theory. Pfeffer and Sutton
(1999) describe how companies in general experience difficulties in translating
knowledge into practice. Van de Ven and Johnson (2006) observe that the gap between
theory and practice is typically framed as a knowledge transfer problem. Lombardozzi
(2012) examined the ability of managers to apply management knowledge to real work
place situations and indicated that roughly one-third of managers fail to apply
knowledge. (Zeleny, 2008) concluded that efficiency and effectiveness in strategic
management in general are not sufficient. Similar gaps between ‘the literature’ and
practitioner ‘beliefs’ have been found in human resource management (Rynes et al.,
2002; Sanders et al., 2008).

Even if putting knowledge into practice is not a specific purchasing problem,
purchasing suffers for three reasons. The first reason is the general problem of putting
theory into practice. The second one is that the increasing importance attached to the
purchasing function requires a different mind-set across the entire organization, not
just of the purchasing managers. Cousins and Spekman (2003) remark in this context
that “as companies attempt to shed old habits and begin to view procurement as a
strategic resource from which competitive advantage can be gained, there is a great
deal of corporate baggage that must be shed. More importantly, there is a new mind-
set that must be instilled both in procurement and across the firm.” (p.19). This also
relates to the third reason: the image and role problem that many purchasing managers
have - externally a hero, internally anything but. Using the terminology of Bichon
(Bichon et al., 2010), the role problem would mean that the part of the ‘internal arena’

36



where the ‘status of purchasing’ has to be defended requires a ‘guru’ with company-
wide respect, while other aspects of the internal arena have to be covered by a ‘material
expert: a ‘communicator’ who ensures that the ‘internal customers’ and the
‘purchasing function’ are aligned in at least their perceptions of the ‘actual situation’
and preferably also when it comes to the ‘ideal situation’ and the ‘purchasing policy’
elements. Currently, many purchasing departments mainly focus on the external
arena, although our case studies showed that the perceived gap between the actual and
the ideal supplier relationships was larger with the internal customers than among the
purchasing managers. In our opinion, putting more effort into aligning these
perceptions would be useful and feasible.

The purpose of our initial modelling and case based fieldwork is to give insight into the
existence and measurability of knowing-doing gaps for purchasing and supply
managers in collaboration with their internal customers. With special interest of the
possible influence of financial incentives on these gaps

We now continue with a description of the theoretical frame of reference used to
accommodate the various perspectives on this issue, resulting in a conceptual model
with a number of possible knowing-doing purchasing gaps.

2.2 Theoretical frame of reference for the occurrence of ‘gaps’
2.2.1 The Worldview as a starting point

Drawing on behavioural theory, Kamann and Bakker (2004) respond to the question
posed by Pfeffer and Sutton (1999) as to why, in the light of all the substantial resources
devoted to improving performance, do so few management practices actually change.
They found that, on the one hand, there is what the purchasing manager may want to
do based on the experience and knowledge acquired while passing through successive
networks of learning and conditioning. On the other hand, there is the status of the
purchasing department and purchasing as a function within its wider organization —
the so-called Negotiated Social Order (NSO) (Eden 1992) — that determines whether
the ideas of the purchasing manager become company policy or not: the Socially
Negotiated Order (SNO) or Worldview of how purchasing is carried out in the
organization. The term ‘Worldview’ — derived from the German philosopher Kant and
his ‘Weltanschauung’ - is used in the sense of ‘the way we do things around here’,
including purchasing, the modus operandus or ‘the fundamental cognitive, affective,
and evaluative presuppositions a group of people make about the nature of things, and
which they use to order their lives’ (Hiebert, 2008). In marketing-driven companies,
the marketing department typically dominates in determining how that Worldview
looks and in R&D-driven companies, the R&D people dominate. However, in retail
companies, purchasing usually has a higher status and because of that, the Worldview
of how purchasing should be done will be closer to the purchaser’s view of the ideal
way. Nevertheless, even if the Worldview fully corresponds with what the purchasing
manager wants to do, this does not mean that the company practices are in line with
the frontier knowledge in the field. In other words: the way purchasing is done is the
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outcome of a negotiation process between the various views, where the status of the
participants within the company determines the outcome. Based on a survey, and
subsequent LISREL modelling, Kamann and Bakker (2006) estimated that SNO and
NSO together might well determine up to 75% of the actual purchasing practices
applied in a company, and the views and knowledge of the purchasing manager only
25%. Consequently, in this research, we will focus more on the existence of knowing
and doing gaps rather than on the purchasing knowledge of the purchasing manager.

2.2.2 The role of financial incentives as an intermediate factor

The literature on motivation and behaviour indicates that intrinsic (Cerasoli et al.,
2012; Wiersma, 1992) and extrinsic (Corkerton & Bevan, 1998; Fryer et al., 2003;
Lemieux et al., 2009) motivators are able to influence behaviour of employees.
Extrinsic motivation arises from an external source, such as the prospect of a reward
or a punishment for a particular action. Intrinsic motivation derives from an internal
source: the person them self. The literature shows that financial incentives, and
especially variable components such as performance-based pay, certainly affect the
performance of people and organizations. However, this is not always the case: it is less
effective in situations or jobs where creativity is required. Organizations should align
their incentive system with their strategic objectives (e.g. Corkerton & Bevan, 1998;
Knoppen & Saenz, 2015). Further, the general HRM policy should be aligned with the
strategy (e.g. Youndt et al., 1996; Rao & Krishna, 2015). Recent literature on financial
incentives argues for greater differentiation in financial incentives within functions
and tasks and among specific key individuals (Huselid et al., 2005) such as purchasing
professionals and their internal customers. There is considerable work to do since the
role of compensation systems, or more specifically financial incentives, in steering the
behaviour of purchasing professionals “may be seen by some to be somewhat outside
the realm of purchasing” (Pagell et al., 1996, p. 30),

One would expect a company’s Worldview to be reflected in the design and application
of financial incentives. It offers to its employees to stimulate them to do what the
Worldview regards as desirable and discourage them from what is considered less
desirable. That is, the incentives should aim to achieve the most desirable outcomes in
the most desirable ways. Studies have investigated the relationship between the
organization and the incentive system (Bau & Dowling 2007), the effectiveness of
reward systems (Brown 2008), the “lack of evidence (...) between the intended goals
and actual effects of many HRM policies” (Bevan, 2006, p. 12, quoted by Brown), the
various types of incentive systems such as the ‘tournament’ or relative compensation
systems (Backes-Gellner & Pull, 2013) with its weakness that it cannot deal with
heterogeneous population of employees. This weakness is certainly relevant for
systems that have to be effective in steering both the purchasing manager and the
internal customer. Backes-Gellner and Pull (2013), combine tournament theory with
the motivational process theory of Vroom’s expectancy theory. They argue that
tournament incentives will be less effective in situations with heterogeneous
contestants. We do not discuss motivation theories in detail because our focus is on:
(1) the orientation and contents of the incentives vis-a-vis the purchasing manager’s
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actions and their outcomes and the internal customer’s actions and outcomes; and (2)
the gaps between the implicitly or explicitly promoted behaviour and outcomes, and
the actual situation or the situation considered ideal by the respective stakeholders.
Consequently, we will limit the discussion to the role and impact of incentive systems
in relation to the behaviour of the purchasing manager and of the internal customer
and the outcomes of their behaviours. In this study, incentive systems are considered
to be distilled from the Worldview.

2.3 Overview of possible ‘gaps’
2.3.1 Variety of perspectives

The ‘gap’ phenomenon has been studied in a variety of scientific fields. Gaps studied
include firm performance gaps, knowledge management gaps, strategy
implementation gaps, buyer-seller perception gaps and customer satisfaction gaps.
Similarly, principal-agency theory also describes a gap between the expectations of the
principal and the behaviour of the agent. In transaction cost economics (cf. Coase,
1960; Williamson, 1979), the assumed propensity to indulge in opportunism could also
be seen as a factor causing a gap between the ex-ante desired outcome and the ex-post
realized outcome. Several aspects are included in our thinking about this; these aspects
will be discussed in the next subsections.

Personality

Any individual - the purchasing manager (PM) or any other actor involved — is driven
by a sense of identification and motivation that is part of their personality (Kamann &
Karasek, 2006). These authors found a significant statistical relationship between
‘personal background’ and ‘social embeddedness and relations’. The generally accepted
cause for the way a particular PM behaves — i.e. their personality - is a mixture of
genetic factors (‘nature’) and education, socialization and conditioning (‘nurture’): a
person’s habitus (Bourdieu, 1972). Bakker (2005) demonstrated that what a
purchasing manager professionally perceives as the proper action to take is a result of
the historical trajectory of the networks in which they participated. Through this, a PM
becomes part of the ‘Practice of Purchasing’ (e.g. Bourdieu, 1977). Ford and Richardson
(1994) came to the same conclusion when they looked for variables that influenced
ethical beliefs and decision-making, and they made a distinction between variables that
are unique to individual and situational variables such as reference groups, rewards
and sanctions, codes of conduct, organizational effects, industry and business
concepts. We would suggest that even the very choice for a particular profession or to
participate in a certain network is likely to be determined by the ex-ante accumulated
personality. Here, we can apply Roger Leenders’ (1995) model of ‘Selection and
Contagion” people select a network because the actors involved show favourable
attributes, i.e. similar to or preferred by the selecting person. Once part of that network,
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the person involved will be conditioned by the views and norms of that group’s
behaviour.

Validity gap

Given that purchasing managers will have a certain ‘personality’, and a specific ‘view’
of the purchasing and supply management field, means that they will each have a
personal interpretation as to the ‘ideal’ way of doing things as a PM. Of course, they
may be well aware that their personal ideals do not correspond with the ‘official’
company doctrine in purchasing. For instance, a PM might like to act in a real macho
way, squeezing suppliers and using all the dirty tricks available, overlooking the official
ethos. Nevertheless, such a PM will always claim to like a cooperative attitude and to
hold suppliers in high esteem. Here, we come across the first type of gap: a validity gap.
Do we really measure the perceived ‘ideal’ situation when we ask a PM about it, or do
we hear their perception of what the official ideal situation should be. The same applies
when asking about the actual situation: are certain tools and policies in use or not.
When asked a group of 76 purchasing managers if they used the Kraljic portfolio
analysis, everyone raised their hand. However, when asking for some experience-based
technical details, the room was quiet. It turned out that, in fact, nobody really applied
this tool - but the rhetoric was there. This has direct implications for the research
methodology: general questions related to concepts (‘partnering’, ‘cooperative attitude’
etc.) seem doomed to receive socially desirable answers and will lack validity.
Consequently, in this research we opted for in-depth interviews using rather detailed
closed questions.

What do we mean by ‘Ideal’, ‘Real’ and ‘Actual’ practices?

It is likely that the actual practices of an organization will deviate from its official
Worldview that resulted from the negotiation process between various stakeholders
such as Finance, Marketing, Production, Logistics and Purchasing. Firstly, this is
because the outcomes of a negotiation process rarely meet all the demands of all the
participants in that process. Subsequently, these actors — and others who were not even
involved because of a lack of status — will try to get their own way, irrespective of the
‘official’ way. Hence, the real practice, as observed in the behaviour of all the
participants in the purchasing function, will probably deviate from the Worldview
and/or official claimed practice, and will depend on the perceived freedom and power,
or autonomy, to employ ‘free will’ according to the ‘Real’ Ideal of the actor involved.
Figure 2-1 represents this process and outcome.
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Figure 2-1: The origins of the Worldview: process and drift in outcome.
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The existence of a drift from official claimed practice, representing the official ideal,
towards the real practice implies that a researcher has to carefully validate the replies
of respondents when asked about the ideal and real situations. Proper interview
training, post-interview validity checks and familiarity with the case being researched
should eliminate the problem of potentially ‘inaccurate’ answers. This also means that
large-scale surveys would have validity issues. Given the additional checks built into
our methodology, we feel confident that the ideal situation stated by a purchasing
manager does reflect their own ideal, but that it does not necessarily conform with the
ideal of any other stakeholder. This is one of the gaps we are going to measure.

2.3.2 Initial gap model

So far, we discussed the reason for a discrepancy between ‘ideal practices’, which would
be fully aligned with the Worldview of the company, and the ‘actual observable real
outcome’. We now consider some other gaps that might occur in the overall process
since we would like to cover all the possible ‘gaps’ from the various perspectives. Figure
2-2 represents a conceptual model of how Frontier Knowledge (Position 5) spreads
from the ‘Body of Knowledge’ that consists of conference papers and scientific articles
that find their way into textbooks and course material and through courses and
lectures, becomes embodied in purchasing managers. This becomes the way that
purchasing managers perceive purchasing practice should be (Position 8).
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Figure 2-2: Overview of possible gaps and their origins.
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However, as shown in Figure 2-2, in the process of social negotiation the actual
outcome may — and likely will — deviate from the ‘official Worldview’ as for instance
described in company procedures and protocols and ISO handbooks. As Figure 2-2
shows, there are a number of observable ‘gaps’, this research will focus on the following
selected gaps: (1) between what the purchasing managers perceive as actual practice
and what they see as ideal practice (Positions 7 & 8); (2) between what the internal
customers (as stakeholders) similarly perceive as actual practice and what they see as
ideal practice (Positions 7 & 8); (3) between the actual situation as perceived by the
internal customers and by the purchasing managers (Position 8); and finally (4) The
misalignment between what financial incentives encourage (Position 4) and the actual
practices (Position 7).

In selecting these four gaps, we are focussing on three dimensions: (1) the actual and
ideal situations; (2) the perspectives of the PM and the IC; and (3) the assumed impact
of financial incentives for the PM and for the IC on the knowing-doing purchasing gap.

In the next section (2.4) the case design and approach is introduced.
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2.4 Multiple case design and approach

It is generally accepted that the use of case studies for research purposes is challenging
(Yin, 1981). A case study has limitations, for instance because it cannot provide reliable
information about a broader class. For this research, it was considered a useful
approach in the preliminary stages since it would provide insights, which could later
be tested (Abercrombie et al., 1984) with other instruments such as the laboratory
experiments (see Chapter 4). One can adopt single or multiple case studies depending
on the ‘replication logic’, and the number of cases influences the certainty achieved.
We used cases studies to collect exploratory data, a limitation in line with critics who
believe that case studies are only appropriate for the exploratory phase of research (e.g.
Shavelson & Townes, 2002) and not, for instance, for hypothesis testing. Case studies
are best used in situations where the researcher has no control or influence over
behavioural events (Yin, 1994). In our case, the behaviour of the purchasing managers
and their internal customers.

Case studies amount to multi-perspective analyses (Tellis, 1997). In our research, the
preparatory research into the nine case companies was based on public information
such as annual reports, company websites and other public information such as
purchasing job advertisements. It was not possible to collect all the ‘Six Sources of
Evidence’ (Yin, 1994) for all cases. Partly because of the design and partly due to the
nature of the research we were not able to make direct observations in the case
companies. The companies were visited by students and by the principal researcher, in
line with what Denzin (1984) describes as ‘investor triangulation’. Through this
approach, several investigators examined the same phenomenon.

The three-step multiple-case design approach (Yin, 2003, p49) was followed: (1) define
and design, (2) prepare and collect and (3) analyse and conclude. These aspects will be
discussed in the next subsections.

Define and design

A first extensive orientation in literature lead to an overview of possible gaps and their
origins. Based on initial modelling (see Figure 2-2), case research was designed. The
inclusion of nine case companies was based on the desire to include a wide range of
companies from different sectors with different levels of purchasing maturity (e.g.
Rozemeijer et al., 2003; Van Poucke, 2015). The intention was not to focus on a
particular sector or a particular form of purchasing coordination. In line with the
recommendations of Pettigrew (1990), we chose case companies with ‘polar’
purchasing characteristics based on comments made by the PMs in the initial contacts.
A shortlist of 15 companies was developed from a much longer list of ‘approachable’
companies. Eleven companies expressed an interest in becoming involved. The subject
of the research — knowing-doing gaps and financial incentives — had practical
relevance for them and most of the companies were enthusiastic about the promise of
sharing our final findings with them and their organizations. Finally, nine of them
participated in the research, the other two withdrawing after realizing the commitment
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required and the data we would require. The included case companies (labelled A to I),
had the following profiles: a high tech company, a construction firm, a logistics service
provider, a telecom systems producer, an aircraft company, a flooring manufacturer, a
producer of agricultural feed products, a bank and a wholesaler of technical materials.

Two questionnaires and in-depth interviews were used in the case studies. One
questionnaire was designed for and administered to the 9 purchasing managers and
the other to 20 internal customers.

Prepare and collect

The three theoretical aspects we selected for this purchasing knowing-doing research
are: purchasing criteria8, buyer-supplier relationships and internal customer
relationships. These three aspects were selected with the objective of including the
basic issue (purchasing criteria), a well-known aspect of external behaviour (supplier
relationships) and an internal behavioural aspect (internal customer relationships).

The use of valid and reliable measurements should be the starting point of all scientific
endeavours (Netemeyer et al., 2003). From a methodological perspective, how one
operationalizes the variables in a conceptual model is important (Lyon et al., 2000;
Maurer & Paulokat, 1994). The measurement items were triangulated with literature
and insights from several purchasing benchmarks (e.g. Boodie, 1997, 2002, 2008,
2010).

e For purchasing criteria, initial measurement items were derived from literature
reviews on supplier selection (e.g. Boer & Wegen, 2003; Sen et al., 2008),
vendor selection (e.g. Weber et al., 1991), buying decisions (e.g. Lehmann &
O'Shaughnessy, 1982) and supplier evaluation (e.g. De Boer et al., 2001).

e For the supplier relationship, we derived initial measurement items from
literature reviews on working relations (Yeniyurt & Hencke, 2013),
relationships (Anderson, 1995), buyer-supplier relationships (Autry & Golicic,
2010), supply chain collaboration (e.g. Dyer, 1996; Liker & Wu, 2000; Holweg
et al., 2005), supplier quality evaluation (e.g. Noshad & Awasthi, 2015) and
supply chain management relationships (Harland, 1996; Ellram, 1991).

e For internal customer relationships, we derived initial measurement items from
literature reviews on TQM (e.g. Jun & Cai, 2010), internal relationships (e.g.
Wisner & Stanley, 1999), service quality (e.g. Large& Konig, 2009) and internal
supply chain management (Stevens, 1989; Stevens & Johnson, 2016).

For our case research, we did not explicitly test the scale items on reliability and validity
in a statistical way. Reliability examines whether you are getting consistent

% In this thesis, we view purchasing criteria as criteria that rank the best offer in response to a purchase order
after the supplier is selected.
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information. Validity examines whether the information you are getting measures
what you think it measures (Fornell & Larker, 1981). Examples for statistical testing of
reliability are Cronbach's alpha and McDonald's omega. One statistical tool that could
have been used for validity is the confirmatory factor analysis (Krause et al., 2000).
Although not used in this part of our qualitative research, the use of statistical testing
for scale item development can be seen as a future research opportunity.

The questions addressed: (a) the ranking of purchasing criteria (item Price, item
Quality, Other costs of organization, Product/Service flexibility, Timeliness, Process
flexibility, Service and support, Risk, Other) both as they perceived them to currently
be and as they thought they should be ranked; (b) the social status or hierarchy (as
perceived by purchasing managers and internal customers) of the various departments
(Sales/Marketing, Production, Finance, Warehousing/Logistics, R&D/New Product
Development, Other); (¢) 29 aspects of supplier strategy; (d) 12 aspects and attitudes
related to internal customer strategy; and (e) the incentive or reward system and its
relationship to purchasing objectives.

In terms of purchasing criteria, this scale development resulted in eight elements. For
the supplier relationship, it resulted in 21 elements; and for the internal customer
relationship in eight elements. Appendix A provides further details on all the elements
included.

After preparatory research into the case companies based on public information such
as websites and purchasing job advertisements, all the companies were visited for
interviews by a team consisting of two or three students that were prepared in several
workshops given by principal researcher and colleagues from the University of
Groningen to ensure that each of them was knowledgeable about the research topics
and were adequately trained for conducting the interviews.

Questionnaires (see Appendix B), were developed for the PMs and for the ICs and
tested with the supervisors and students. Both questionnaires included structured and
semi-structured questions. Structured questionnaires are a quantitative research
method that requires a low level of involvement by the researcher. Semi-structured
interviewing involves more commitment and according to Bernard (1988), is best used
when you will only get one chance to interview someone and when you will be sending
several interviewers out into the field to collect data. Semi-structured interviews
preceded by observations and informal and unstructured interviewing by principal
researcher in order to allow the researchers to develop a keen understanding of the
topic of interest. The questionnaires were then externally tested with several PMs and
finalized. In this way, the content validity of the scale items was demonstrated in line
with established approaches for scale development and validation (e.g. Menor & Roth,
2007; Rosenzweig & Roth, 2007). All interviews are tape-recorded and transcribed.

PMs were asked to identify a maximum of three of their most important internal
customers. To ensure that all the PMs considered products or services of similar
importance, we asked them to select products or services from the strategic quadrant
based on the according classification by Kraljic (1983). These products represent a
considerable value to the organization in terms of having a large impact on profit and
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a high supply risk. The general recommendation for managing suppliers in this
quadrant is to maintain a ‘strategic partnership’ (Gelderman & Van Weele, 2003).

For each question, buyers and the ICs who had been identified as important were also
asked to rate the extent of financial incentives that they perceived to be on offer and
belonged with a specific choice or task in a top-3. Questions about supplier and internal
customer relationships included multiple items to be answered on a five-point Likert
scale. For all the questions, buyers and ICs were also asked to rate the level of financial
incentives that they perceived to be linked to a specific choice or task. For all the
questions, only buyers were also asked to rate the level of financial incentives that they
perceived and belonged with a specific choice or task on a five-point Likert scale (see
Appendix B).

Additional interviews by the principal researcher after the first face-to-face interviews
served to validate answers and resolve possible ambiguities. In total 29 respondents, 9
purchasing managers and 20 internal clients, were involved. Interviewers visited all
nine companies to interview the total of 29 people. All of the interviews were recorded
and transcribed. Several telephone calls and follow-up visits after the first interviews
served to validate answers and resolve possible ambiguities. The preliminary findings
were presented to, and discussed with, the involved PM and/or the ICs on an individual
case basis. Final presentations were given to seven of the nine case companies (not
possible in cases E and G).

Analyse and conclude

The last steps of Yin’s (2003) three-step approach are presented in the next sections.
First with a cross-case analysis (2.5) followed by a case by case analyses (2.6) and
overall conclusions (2.7). See Appendix D and E for details.

2.5 Cross case results
2.5.1 Introduction

Our use of Likert scales has some limitations and while we would have liked to be as
strict as possible (Kuzon et al., 1996), we also somewhat reluctantly agree with the
more ‘liberal’ viewpoint (Knapp, 1990) that, in some circumstances, one can treat them
as interval scales. In the light of Susan Jamieson’s (2004) treatment of this debate, we
performed some manipulations of our outcomes in line with this discussion, including
an SPSS hierarchical cluster analysis and a regression analysis in testing some of the
expected relationships. We used cluster analysis results only insofar as they supported
our ‘common sense’ and expert-based observations about the existence of a number of
different ‘types’ of companies. For that reason, we based our decision to fix the number
of clusters at three or four on expert opinion rather than relying on statistical measures
that might give a misleading indication of significance. Regression analysis was used
only to see whether relationships that we expected were statistically significant, and we
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were aware of the limited value of this analysis given the sample size. For this reason,
we made limited use of statistical tools and thus took note of the rather purist views of
Kuzon et al. (1996). As such, all ‘findings’ based on sophisticated statistical approaches
should be seen as exploration for further testing rather than as statements that are
empirically proven.

Gaps were present, but differed between companies

As a general conclusion, we can state that gaps were found in all the aspects we
investigated but that they differed significantly between companies. These differences
are reflected in the results of a hierarchical cluster analysis of the way companies rank
their purchasing criteria (see Table 2-1). Company A formed its own cluster. As we will
see later, this company was the only one that seems to follow the textbooks with few
gaps across the large number of aspects.

Cluster\Case A B C D E F G H I
1 X

2 X X X

3 X X X X X

Table 2-1: Cluster result hierarchical clustering of 9 cases using purchasing criteria.

Given that there are differences between the companies — maybe reflecting their
different industries — we will discuss the various gaps in more detail. First, we will deal
with the difference between what the theory/textbooks see as ideal practice (as

formulated in the form of ‘expert opinions’) and what practitioners perceive as the
ideal.

Academia versus Practice

In our earlier shown model (see Figure 2-2), we assume that knowledge is diffused
through textbooks, courses and other learning material and consultants — ‘system
aliens’ - to practitioners. This also assumes that these textbooks are ‘right’, even while
they may contain normative elements. To check on this assumption, we ‘validated’
some standard textbook recommendations (as formulated by expert opinions) by
comparing them with what the PMs stated as being ideal practice. Here we used 12
aspects linked to their relationship with internal customers since this area is less
company-specific and more strategy-independent than if, for instance, we had used
purchasing criteria. Table 2-2 below shows that there are significant differences
between what theory recommends and what practitioners think is the ideal situation.
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Difference b Textbook Theory and Ideal A B C D E F G H 0 score
0=no difference 5= max difference average | % total
Aligning quantitative and qualitative goals 1 2 1 0 0 1 1 0 2 0.9 33%
Sharing information with internal customers 2 3 1 0 1 2 1 0 1 1.2 22%
Asking internal customers to jointly organize a single point of coordination 1 2 1 0 0 0 0 0 1 0.6 56%
Aligning relevant KPI's 1 2 0 1 0 3 0 1 1 1.0 33%
Asking internal customers to involve purchasing in their decision making 0 1 0 0 1 1 0 0 1 0.4 56%
Asking internal customers to make investments 2 2 3 0 1 3 1 1 1 1.5 11%
Asking internal customers to align (HR) incentives 2 1 0 1 0 2 0 0 1 0.8 44%
Govern relationship with internal customers SLA’s 4 4 0 1 2 3 2 1 4 2.3 11%
Differentiate in services for internal customers 1 0 0 0 4 1 2 0 4 13 44%
Monitor purchasing performance monthly fyearly basis 0 2 0 0 1 0 1 0 4 0.9 56%
Charge internal customers for the costs of the purchasing process 4 0 0 1 4 0 1 4 2 1.8 33%
Frequently update the SLA with internal customers 4 1 0 1 0 3 1 2 4 1.8 22%

Table 2-2:Academia versus Practitioners: how well do their ideal situations match.

Table 2-2 indicates that in some aspects of their relationships with internal customers,
the views of the purchasing managers as to the ‘ideal situation’ are radically different
to what theory suggests. When ‘actual’ matches ‘ideal’ the difference in ranking is zero
and there is no gap. Normally, one would argue that, in such instances, the ‘real world’
is always right. In this instance, we would just remark that perhaps theorists sometimes
overstate their case and are more normative than actually describing the ‘ideal’
situation as perceived by people in practice. Given the gaps found, we have decided not
to include the gap between ‘Frontier Knowledge’, or ‘theory’, and ‘actual’ behaviour in
the further discussion, but to use the practices described by the practitioners as ‘ideal’
as a substitute for ‘knowledge’. This decision is in line with the discussion about the
‘Theory of Practice’ and ‘Practice theory’ (Bourdieu, 1977).

2.5.2 Gaps in perceptions of ‘actual’ and ‘ideal’ practices: Purchasing
Criteria

Table 2-3 below provides an overview of the perceived ‘actual’ and ‘ideal” rankings by
both the purchasing managers and the internal customers of criteria used in
purchasing decisions. Rather than give the rankings by all the individuals, we indicate
the average ranking and the standard deviations (SDs); the SDs are quite high,
reflecting significant inter-company differences. We also calculate the Ideal/Actual
ratio ranking for both the PMs and the ICs (see Column 3). In four cases, the average
IC actual corresponds with the average IC ideal; whereas for the PMs, this only occurs
in two instances. Based on the average scores, the differences between the PMs and the
ICs are relatively small. However, for many individual companies, these differences are
larger. Column 4 reports the gaps between the perceived actual rankings by the PMs
and the ICs - and similarly the gaps between their ideal rankings. There are gaps
indeed, but not that dramatic.
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1: Ranking PM 2: Ranking IC 3: Ideal/Actual 4: PM versus |C
Actual PM Ideal PM Actual iC Ideal IC I M Ideals Actuals
Average St Dey Average St Dey Average 51 Dey Average St Dey *) *] **) i |
Component/services price 20 | 1.7 28 | 17 24 | 15 24 | 16 1.0 | 14 12 | 13
Component/ services guality 26 | 1.7 24 | 18 26 | 18 28 | 14 11 | 10 09 | 10
Timeliness 43 | 13 44 | 1.6 29 | 14 34 | L7 12 | o 1.3 | o7
Risk 4.8 1.1 4.2 1.9 5.4 18 5.4 24 1.0 0.9 0.8 1.1
Other Casts Of Organization 54 | 25 a8 | 24 59 | 21 680 | 20 10 | o8 08 | 11
Process flexibility 59 | 13 63 | 16 52 | 18 49 | 19 0o | 11 13 | 09
Product or service flexibility 6.3 : 19 5.7 : 15 46 : 1.3 4.1 : 26 0.9 : 0.9 1.4 : 0.7
Service and support G.4 1.8 7.4 1.0 6.1 1.8 3.9 L7 1.0 1.2 1.3 0.9
*||score < 1.0 = would prefer higher ranking than actual **} score < 1,0 = PM perceives/desires ranking lower than IC does
scorg = 1.0 = actual ranking corresponds with ideal score = 1,0 = PM perceives/desi

score > 1.0 = would prefer lower ranking than actual score > 1.0 = PM percenves/desires ranking higher than IC does

Table 2-3: As Actual perceived ranking and Ideal ranking of Purchasing Criteria.

It is surprising that ‘Price’ is ranked so high as a purchasing criteria since, for products
in the strategic quadrant, one would expect other criteria to rank higher. Here, we
observe a gap between textbook recommendations and earlier case study results on the
one hand (e.g. Kannan & Tan, 2002) and what both the PMs and ICs found important
in our investigation on the other, even if we allow for differences between industries.
In particular, we would intuitively expect, in an ideal situation, that PMs would rank
Price above Quality and ICs to reverse this order. In our research, the averaged
rankings produced the opposite result. However, we would note that some of our case
companies on an individual basis did rank in line with our expectations.

2.5.3 Gaps in perceived ‘actual’ and ‘ideal’: Supplier Relations

Table 2-4 below provides, for all nine case companies, the differences between what
the purchasing manager sees as the ‘ideal’ situation and what he perceives as the
‘actual’ situation in terms of 29 aspects of Supplier Relations. When ‘actual’ matches
‘ideal’ the difference in ranking is zero and there is no gap. In the table, we also show
the correlations between the ideal situation and the financial incentives offered in each
of the case companies, and the correlation between the perceived ‘actual’ situation and
the financial incentives.
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Difference between Stated ldeal and Perceived Actual Supplier Relations AlB|lc|D|E|F|G|H]|
O=no difference 5= max difierence Correlation between |deal-Incentives 03|05/ 06| - |03 - |02 0B - % of
. i Actual-l r 04| 00| D5 - |O5| - |05|-01] - q i
Sharing information with suppliers oj2l1]o|lof1l2|4]|0 1.1 uy
Asking suppliers to share information with your plant 1 oj2joj1joj2i1]0 0.8 ]
Sharing knowledge with suppliers ofz2|2f1]2[1]|3]2]0] 14 %
Asking suppliers 1o share knowledge 231|121 ]3]3]a 148 u%
Involving the suppliers in your plant’s decision making 2 l1j2j1jojoj2|1|d 1.0 554
Aaking suppliers to involve you in their decision making 1 1j]2)l2j0jlo0j3|2|0 1.2 W%
Making i 10 SUpport & smooth product Now with suppliers 1joj1j2|3|]oj1]|3]|0 1.2 %
Aasking suppliers to make investments to support a smooth product flow with suppliers 1] 2|loj1|1jOo|2]|4]|0 1.1 ars
Govern relationship with suppliers by contract 1joj1j1j1|jojo|3]|0 0.8 %
Standard purchasing contracts Oj1jofj1jojoj1]|1]0 0.4 5%
Operational targets in the contract Ojojoj1j1|o0jo|3|0 0.6 7%
Charge suppliers for the costs of deviations 0J1j1j2|1]0j1]3]|0 1.0 %
We aim 10 find a satisfactory solution to the disagreement Oj0ojOojoj1|0j0|0O0]| @ 0.1 ]
Frequantly update the contract with suppliers OjJ1j1]1j1|o0jOo|35]|0 0.8 %
Change the contract whenever business changes 1jo0j1jof1|o|3[3]0 1.0 %
Aim to sobve with our suppliers quickly ojz2|oj1|1|0ja|2]|@ 0.7 6%
Work with cur suppliers to prevent problems 1 1|11 ]2|o0j0o|3]|0 1.0 %
Committed 1o our liers to help OJ1j1j1j2|o0j1j2]|0 0.9 fii ]
‘Want to achieve commitment from suppliers 1 |11 ]|2|0|2|4]|0 1.4 %
Demand an annual improvement of performance O jJoj1]1j1]1]3]|]3]|0 11 3%
Help our fiers to improve their performance 02|11 ]1]0]3]|3]|0 1.2 nH
Invite suppliers to help us improve our performance 3 |1]2|1l2/0]|3|4]0 1.8 s
Base our business with suppliers on mutual benefit and trust oj1j2|1|4jof1]|3]|0 1.3 %
Faced with adversity, can rely on us ojoj1j1j2|]aQa|a|3]a 0.3 ek
Aim to involve suppliers 1 1j1j1j1/0jo|3|a0 0.9 W%
Effort so that our suppliers are satisfied oj1j1|joj2jofj2|4]|0 11 s
Aim to involve suppliers so that they make an effort 1 2l1j1)j3|oj1|4a|@d 1.4 %
Aim for long term relations and contract terms O 11|13 |oj1]|4a]|0 1.2 %
Aim for contract 1erms of max 2 yesrs with our ojoj1|o|ojojo|4a]|0 0.6 b
aweroge deviation between Stated /deal ond fved Actual | 06 |10|1L1|09|15|01|1.4)29| 0.0
Pevcentage of aspects where Actualsidenl | 61% | 20% | 18% | 20% | 10% | a9 [ 30% | 4% | 100%

Table 2-4: Difference between stated Ideal and perceived Actual supplier relations.

Table 2-1 shows that three cases (A, F & I) score rather high in terms of the percentage
of aspects where the ‘actual’ and ‘ideal’ situations match. The right-hand column gives
the percentage of case companies where the ‘actual’ and ‘ideal’ situations matched for
each aspect. Again, we observe significant differences between the companies. Perhaps
surprisingly, in 7 of the 9 companies, the PM saw a match between ‘actual’ and ‘ideal’
in terms of a maximum contract length of two years. The surprising aspect is that most
textbooks promote the desirability of long-term strategic partner contracts. That is, the
PMs’ perception of the ‘ideal’ situation differs from what theory recommends. Another
notable result concerns the ‘asking suppliers to share knowledge’ aspect where only
11% (1 of the 9) PMs saw a match between the ‘actual’ and ‘ideal’ situations. The PM
from Case H (a bank) indicated a very poor match between the ‘actual’ and ‘ideal’
situations, and this case also showed a negative correlation between the financial
incentives and the ‘actual’ situation. In other words, the actual situation seems to go
against both what theory suggests and what the incentives would seem to encourage.
Indeed, the financial incentives are much more in line with the ‘ideal’ situation (r=0.8).

2.5.4 Gaps between ‘actual’ and ‘ideal’ situations — Internal Customer
Relations

Table 2-5 below gives, for all nine cases, the difference between the ‘ideal’ situation
from the viewpoint of the purchasing manager and what he perceives as the ‘actual,;
situation for 12 aspects of Internal Customer Relations. When ‘actual’ matches ‘ideal’
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the difference in ranking is zero and there is no gap. Again, cases A, F and I show the
highest number of aspects where the ‘actual’ matches the ‘ideal’.

Difference between Ideal and Actual (absolute score) A B C D E F G H |
Viewpoint of PM Correlation between Ideal-incentives 0.9|/09|07|02]|01 -0.2| 07| - 0 score
0=no difference 5= max difference Correlation between Actual-Incentives 0.8/06[09|-02[03| - |02]02]| - average | % total
Aligning quantitative and qualitative goals 0 0 1 1 3 0 2 4 0 1.2 44%
Sharing information with internal customers 0 1 2 1 1 0 1 4 0 1.1 33%
Asking internal customers to jointly organize a single point of coordination 0 1 0 1 0 0 2 2 0 0.7 56%
Aligning relevant KPI's 1 0 3 2 1 0 3 3 0 1.4 33%
Asking internal customers to involve purchasing in their decision making 2 2 3 1 2 1 2 3 0 1.8 11%
Asking internal customers to make investments 0 1 0 1 1 0 2 2 0 0.8 44%
Asking internal customers to align (HR) incentives 0 1 3 2 3 0 4 4 0 1.9 33%
Govern relationship with internal customers SLA’s 0 0 0 3 1 0 2 3 0 1.0 56%
Differentiate in services for internal customers 0 0 0 0 0 0 2 4 0 0.7 78%
Monitor purchasing performance monthly /yearly basis 0 0 0 0 0 0 1 4 0 0.6 78%
Charge internal customers for the costs of the purchasing process 0 0 0 1 1 0 3 0 0 0.6 67%
Frequently update the SLA with internal customers 0 0 0 3 2 0 3 2 0 1.1 56%
Averagescore| 0.3 |05 10|13|13|01]23]|29]0.0 1.06 49%
Percentage of aspects where Actual=Ideal| 83% | 58% | 58% | 17% | 25% | 92% | 0% | 8% |100%

Table 2-5: Differences between stated Ideal and perceived Actual situation (IC relations).

In addition, we again calculated the correlation between both the ‘ideal’ and the ‘actual’
situations and the financial incentives for each of the case companies. In Company A,
where we had seen a good match between the ‘actual’ and the ‘ideal’ situations, we also
found a good match with the financial incentives. Companies B and C also
demonstrated reasonable correlations with the financial incentives; in the former
particularly with the ‘ideal’, in the latter with the ‘actual’ situation. Some of the other
companies showed very poor correlations between the financial incentives and both
the ‘ideal’ and the ‘actual’ situations.

2.5.5 Summary of gaps found cross case

In the tables above, we have indicated that there are clear gaps between what the
purchasing managers would like to do — their ‘ideal’ situation — and what they perceive
the ‘actual’ situation to be. We have seen remarkable differences between companies
in this respect. We have also found differences between some aspects where the ‘ideal’
and the ‘actual’ did match, and many aspects where they did not.

Effects of financial incentives

When looking at the correlations between the financial incentives and both the ‘ideal’
and the perceived ‘actual’ situations, we again saw significant differences. Further, we
saw that companies can match the ‘actual’ and the ‘ideal’ situations, without any
explicit financial incentives (in Companies F & I) while other companies have a very
poor match despite their financial incentives clearly steering towards the ‘ideal’
situation (as in Company H). Here, our interviews found that those companies without
explicit financial incentives did have general profit-sharing schemes, suggesting that
these might be good intrinsic motivators that seem to work rather well. From our
results, we conclude that explicit, function-specific financial incentives do not always
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guarantee proper behaviour, nor seem actually required for behaviour to be
appropriate: implicit, more general, motivators such as a profit-sharing scheme seem
to be an effective incentive. Expressed in logical terms, specific financial incentives are
neither a sufficient, nor a necessary precondition. This fits rather well with the
discussion in the HRM literature on the effectiveness of differentiated incentives
(Boodie & Kamann, 2015) and many other observations outside the field of purchasing
(Cerasoli et al., 2014).

In light of the findings described above, it was appropriate to consider whether
financial incentives actually mattered at all. To test this, we used the ranking of
purchasing criteria to see whether financial incentives did drive behaviour or not. The
hypothesis we tested was that the larger the gap between the financial incentives and
the ‘ideal’ situation, the larger the gap would be between the ‘actual’ situation and the
‘ideal’ situation as perceived by the purchasing manager. Based on a Spearman
correlation matrix, the model shown in Figure 2-3 was created. The model explains
how the different perceptions of the PM and the IC about which purchasing criteria are
actually used arises from the financial incentives (HR) that drive ‘ideal’ IC behaviour,
plus the ‘gap’ between the financial incentives (HR) offered to the PM and to the IC.

Figure 2-3: Relationship between gap financial incentives and gaps between PM and IC.

9%* gignificant at the 0.02 level

The model also shows how the ‘gap’ between what the PM perceives as ‘ideal’ and
‘actual’ is determined by the financial incentives applied to the PM. In other words, if
we take the HRM contents as a reflection of the Worldview, we indeed find that this
Worldview has a very strong influence through the financial incentives. Although the
financial incentives clearly have a large impact here, we should be careful not to
overstate the importance of this finding given our previous statements and the limited
value of these results given our sample size and the fact we used Likert scales.

9 Dotted lines: not significant in this sample
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2.5.6 Conclusion and discussion cross case analysis

As explained in the introduction to this chapter, we set out (1) to measure the ‘gap’
between how a number of aspects of purchasing are executed and how this should
ideally be done in the eyes of the stakeholders involved; (2) to establish the perception
gaps, of both the purchasing manager and internal customers, between the ‘actual’ and
‘ideal’ situations; and (3) to statistically test to what extent financial incentives
influence behaviour of PMs and ICs.

Gaps were indeed found in almost all the aspects analysed, which, at least from a
measurement perspective, is positive. However, given the small sample size (9
purchasing managers and 20 internal customers in 9 companies) one has to be
extremely cautious in generalizing the findings. Not only did we find gaps between the
‘ideal’ and the ‘actual’ situations in purchasing practice, but also between the
perceptions of the purchasing managers and of the corresponding internal customers
as to what actually happened. It was notable that many of the purchasing managers
were rather surprised to hear the views of the internal customers. There was a
significant relationship between financial incentives and the purchasing managers’
views on the ‘ideal’ and ‘actual’ practices. If we see the financial incentives as a product
distilled from the company’s Worldview, we may conclude that the Worldview plays a
dominant role in determining the ideals and actions of a purchasing manager. At the
same time, the significant differences between the case companies, coupled with the
fact that companies with somewhat general implicit financial incentives such as a
profit-sharing scheme scored more highly than organizations with explicit financial
incentives, indicate that just’ using financial incentives is not enough.

The size of our sample limits the possibilities of applying many advanced statistical
methods. Nevertheless, issues such as reliability and validity are qualitative addressed
through allowing ample feedback with the respondents, including external expert
validations.

Based on the above, we conclude that financial incentives can have a positive effect on
reducing knowing-doing gaps for both the PM and the IC. We have also seen that the
knowing-doing gaps can differ for the PM for the IC. The smaller the knowing-doing
gap of the PM or the IC, the more the organization seems to drive the PM or the IC.
The PM or IC with the smallest gap represents the Worldview of the organization.
Financial incentives also seem to have a positive effect on the relationship gap. Both
‘actual’ and ‘ideal’ relationship gaps can exist, and the smaller these gaps the better the
relationship between the PM and the IC is likely to be. In our findings financial
incentives have more influence if those for the PM and the IC are aligned. We also
conclude that, apparently, explicit financial incentives are neither a sufficient nor a
necessary precondition for the ‘actual’ and ‘ideal’ situations to match or for the
implementation of relevant purchasing theory.
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2.6 Case by case results
2.6.1 Introduction

Previous cross case results (see 2.5.5) show that financial incentives can have — yet do
not always have - a positive effect on reducing knowing-doing gaps for both the PM
and the IC on three different aspects of purchasing theory. Here we also conclude that
explicit financial incentives are neither a sufficient, nor a necessary precondition for
the ‘actual’ and ‘deal’ situations to match or for the implementation of relevant
purchasing theory.

Starting with a conceptual model (Model I, see Figure 2-2) with a large number of
potential gaps, we, during the process of scope refinement, reduced the scope to focus
on the role of financial incentives as major driving force reflected from the Worldview
of the company. As mentioned is this Worldview a negotiated view of the various
stakeholders in an organization. We decided to eliminate the Worldview and the
process of the negotiation that leads to the Negotiated Order. We also decided - in line
with Pfeffer and Sutton (1994) - to eliminate the knowledge gap or as they say the
“ignorance-knowing gap” (p. 87). Although there is room for the improvement of
knowledge (Van Weele & Van Raaij, 2014), purchasing and supply management has
made considerable progress in terms of academic and theoretical contributions.
Therefore, positions 1, 2 and 5 in Model I (Figure 2-2) are no longer included in the
further analysis of the knowing-doing scope. The scoping refinement resulted in an
adapted gap model were Positions 3, 4, 6, 7 and 8 remain, representing the actual and
ideal situations of the PM and the ICs.

The second gap model, (Model I, see Figure 2-4) shows the relationships between the
remaining positions (actual behaviours of the PM and the IC, the stated or perceived
ideal behaviours of the PM and the IC, and incentives for the PM and the IC). The 11
individual gaps were clustered to three gap types: implementation gaps, relationship
gaps and financial incentive gaps.
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Figure 2-4: Model II; overview of selected gaps.
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Based on Model II the objective was to gain more insight in the individual case results.
Aim is to find out whether the financial incentives can explain individual case
differences on one of the aspects of purchasing theory: the use of purchasing criteria.
Focus is on the differences between PM and ICs perceptions of actual versus ideal
situations and between actual and ideal situations in the eyes of the PM.

The essence of the gap model depicted in Figure 2-4 above is that in practice there is
the actual behaviour of the PM, the actual behaviour of the IC and the stated ideal
behaviours of both. Gaps between actual and ideal behaviours are labelled
implementation gaps. If the PM and the IC have different perceptions of the actual or
the ideal situations, this is labelled as a relationship gap. Finally, financial gaps exist if
the incentives do not align with the actual behaviours of the PM and/or the IC, and if
the incentives offered to the PM and the IC do not encourage behaviour leading to the
same outcome.

Purchasing knowing-doing gaps are earlier defined as the difference between what
professional buyers know about purchasing (what they should ideally do) and what one
actually does while interacting with the internal customer. From here, three new
constructs are introduced:

e Implementation gaps are defined as the difference between ideal purchasing
behaviour, based on procurement theory, and actual behaviour. We distinguish
this gap for PM and for the internal customers. There is an implementation gap
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if there is a difference between actual and ideal practice by either the PM or the
IC.

e Relationship gaps refer to differences in perceptions between the PM and the IC
as to either the actual or the ideal buying situation. There is a buyer — IC
relationship gap if buyers and internal customers perceive the actual or the ideal
situation differently.

e Financial incentives, include base pay, performance-based pay and/or long-
term incentives such as shares transferable into money. We distinguish three
types of gaps related to financial incentives: (1) the financial incentives on offer
to the PM and the IC are not targeted at a common goal, (2) the financial
incentives on offer to the PM do not encourage the PM to strive for the ideal PM
practices; and (3) the financial incentives on offer to the IC do not encourage
the IC to strive for the ideal IC situation.

From here, our research focusses on the question whether financial incentives can
influence implementation and/or relationship gaps. In an attempt to answer the
question “what can we do about it?“, from the perspective of the gap types. This
perspective is depicted in Figure 2-5 below.

Figure 2-5: Financial incentives related to Implementation and Relationship gaps

Implementation
gaps

Financial incentives

1 Relationship gaps

In the next subsection, we present the summary of our case by case findings on the
three gap types and draw final conclusions from our case research for the next research
steps.

2.6.2 Summary of gaps found case by case

For the use of purchasing criteria we wanted to know whether there is a difference
between actual and ideal practice by either the PM or the IC (implementation gaps).
Furthermore, we wanted to know whether there are differences in perceptions between
the PM and the IC as to either the actual or the ideal use of purchasing criteria
(relationship gaps). Finally, we wanted to know whether the financial incentives of the
PM and the ICs — that are distilled from the Worldview - influence implementation
gaps and/or relationship gaps. See Figure 2-5.
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The summarized case findings on financial incentives, implementations gaps and
relationship gaps are presented in table below, for details see Appendix D and E. To
improve the level of intensity in the upcoming analyses, a three-point Likert scale is
used to improve the discrimination power (Matell & Jacoby, 1971). First category is A
(no- few gaps), second category is B (some — often gaps) and last category is C (many -
all gaps).

Financial incentives Implementation Relationship gaps
gaps (PM-1IC)
(actual - ideal)
Case | Between | Gapfor | Gap for For For IC Actual Ideal
PM -IC PM IC PM
(actual) actual- actual-
ideal ideal
A B A A A A B C
B C C A C B C C
C B A A B B C C
D B A A A B C C
E A A A A A C C
F A A A B B C C
G C A A B B C C
H C C A C B C C
1 A A A A A C C

Table 2-6: Summarized case findings for all gap types

We wanted to test for correlations between financial incentives, implementation gaps
and relationship gaps. More specific whether financial incentives drive
implementation and relationship gaps or not. A Spearman rho or Kendall Tau analysis
seemed appropriate (Field, 2013). Related to the Pearson correlation coefficient, the
Spearman correlation coefficient (rho) measures the relationship between two
variables. Spearman's rho can be understood as a rank-based version of Pearson's
correlation coefficient. Like Spearman's rho, Kendall's tau measures the degree of a
monotone relationship between variables. Roughly speaking, Kendall's tau
distinguishes itself from Spearman's rho by stronger penalization of non-sequential (in
context of the ranked variables) dislocations. Based on a Kendall’s tau correlation
matrix, the model shown in Figure 2-6 was created. This model provided us insights in
the effect of financial incentives on implementation gaps and on relationship gaps.
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Figure 2-6: Correlation between financial incentives and Implementation en Relationship gaps.

0.73*

10%) correlation is significant at the 0.05 level (two tailed).

There are significant correlations between the financial incentive gap for PM (Fin PM)
and the implementation gap for PM (Impl_PM). Also between implementation gaps
for PM (Impl_PM) and IC (Impl_IC). Although findings show that the financial
incentives are correlated to the implementation gaps, we should be careful not to
overstate the importance of this finding given our sample size and the use of Likert
scales. The findings are sufficient to justify the focus of our research on the influence
of financial incentives on purchasing knowing-doing gaps.

2.7 Overall conclusions and discussion

In this section we present findings and results. Followed by the conclusions of the multi
case research, discussion and continued scoping. We end this section with the
limitations of these case studies.

We set off to determine whether the purchasing knowing-doing gaps existed in the real
world and if one could measure the 11 individual gaps and three gap types. We also
aimed to test to what extent financial incentives play a role in reducing or at least
influencing the implementation and relationship gaps. Our expectation, based on
initial findings in literature (e.g. Beer & Canon, 2004, see Chapter 3 for an elaboration)
was that financial incentives would have an influence and also a positive effect on
reducing purchasing knowing-doing gaps.

10 Dotted lines: not significant in this sample.
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Findings and results

Indeed, gaps (see Model I, Figure 2-2) were found in almost every case and in almost
every aspect analysed and findings made clear that it is possible to measure these gaps.
In our case research, we found that financial incentives have a significant relation with
gaps, although they are neither a sufficient nor a necessary precondition for closing the

gaps.

Initial modelling based on insights from a broad range of academic theories and
practical experience resulted in our first model (Model I). By scoping a second model,
Model II, was developed. Model IT presents eight positions and eight potential gaps of
which initially four gaps were taken into account. Model II (see Figure 2-4) showed the
relationships between the remaining positions (actual behaviours of the PM and the
IC, the stated or perceived ideal behaviours of the PM and the IC, and incentives for
the PM and the IC).

Individual gaps are clustered in to three types: implementation gaps, relationship gaps
and financial incentive gaps. These ‘gap types’ (see Model II, Figure 2-4) were also
found in almost every case. Findings in our case research showed that financial
incentives correlate with implementation and to a lesser extent with relationship gaps.
Yet, for gap types in our case research they are neither a sufficient nor a necessary
precondition.

Conclusions

It seems that companies do not always implement theories or achieve the perceived
ideal situation even when all the assumed preconditions in terms of financial incentives
are in place. Given the ambiguous results, we need to explore deeper how financial
incentives work in purchasing and especially how they are influenced by non-financial
incentives.

Discussion and continued scoping

Relationship gaps refer to differences in perceptions between the PM and the IC as to
either the actual or the ideal buying situation. Research on perception in purchasing
and supply management focusses mainly on perception differences between a buyer
and suppliers (Harland, 1996; Bakker & Kamann, 2007) or salesperson commitment
(Friend et al., 2011). Anderson and Weitz (1992) introduced the concept of perception
of commitment within the marketing literature. Rutherford et al. (2008, p. 384) define
a buyer’s perception as “the buyer’s belief about the desire to develop a stable
relationship, willingness to make short-term sacrifices to maintain the relationship,
and confidence in the stability of the relationship”. Main conclusion is that the
perception of a relationship between a buyer and a stakeholder (supplier and internal
customer) and the specific context are important drivers for buyer behaviour (Yeung
et al., 2015). We found that PMs and ICs sometimes perceive actual situations
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differently. Also do ICs perceive mutual situations differently. From our research
perspective, perception differences and the different financial incentives can play a
role. We skip this interesting research field of perception from our explorative research
and focus only on the financial influence on our implementation gaps.

We distinguish three types of gaps financial incentives: (1) the financial incentives on
offer to the PM and the IC are not targeted at a common goal, (2) the financial
incentives on offer to the PM do not encourage the PM to strive for the ideal PM
practices and (3) the financial incentives on offer to the IC do not encourage the IC to
strive for the ideal IC situation.

The literature (e.g. Tosi et al., 1997) shows that it would also be expected that financial
incentives have more influence if they are aligned between the PM and the IC. No gap
between the financial incentives on offer to the PM and the IC. We focus our research
on the financial incentives on offer to the PM to encourage the PM to strive for the ideal
PM situation.

Limitations

We should be careful not to overstate the overall conclusions above. They should be
assessed in the light of its limitations for explorative research and in particular in the
following. First the limited number of cases given the different sectors and different
purchasing strategies. Second, the qualitative way that scale items are tested on
reliability and validity, more statistical testing could have been done. Third limitation
is the fact we used Likert scales for statistical calculations, although often seen in
Marketing research, this is not always appreciated in the purchasing and supply
research field. The last limitation is perhaps the continuous scoping. Especially were
we eliminated interesting bodies of knowledge like knowledge transfer and perception
differences. In the light of the explorative character of this research, the majority of
limitations mentioned will be discussed in future research opportunities (see Chapter
5).

In the next chapters, we focus on financial incentives for PM with regard to strive for
the ideal PM situation, we extent financial incentives with non-financial incentives.
The influence of financial incentives has proven not to be conclusive from our case
based research. From incentive literature, we know that non-financial incentives can
have a crowding-out effect on financial incentives (Eisenberger & Cameron, 1996;
Gneezy et al., 2011). The expectation is that this effect can help to understand better
why financial incentives are not always neither a sufficient nor a necessary
precondition for the ‘actual’ and ‘ideal’ situations to match or for the implementation
of ideal purchasing situations.
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Chapter 3

Additional literature findings

1 Parts of this chapter are based on earlier IPSERA and WION presentations (working paper IPSERA 2012 &
2015). For the purposes of this thesis, the papers are modified to avoid excessive repetition.
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3 Additional literature review on incentives

This chapter starts with an introduction (3.1), followed by the classification of
incentives (3.2). Then an overview is presented on job specific incentives (3.3). This
chapter ends with conclusions and discussion (3.4).

3.1 Introduction

The influence of financial incentives has proven not to be conclusive from previous case
based research. From this point in the research focus on financial incentives is
extended with non-financial incentives. The expectation is that this can help to
understand better why financial incentives are not always neither a sufficient nor a
necessary precondition for the ‘actual’ and ‘ideal’ situations to match or for the
implementation of ideal purchasing situations.

In preparing for our analyses of the relevant additional literature, we started by
consulting several compensation and benefit consultantst2. This led to the first
suggestions for new research material. We carried out additional analysis on several
related concepts such as: ‘non-financial incentives’, ‘buying behaviour’ and ‘social
norms’. These concepts have individually extensively been discussed in academic
research, partly also in purchasing and supply management (Carter and Ellram, 2003).
Note that we do not attempt to present a comprehensive review of these concepts in
general.

In the next section (3.2) we will first introduce the different types of financial and non-
financial incentives.

3.2 Classification of incentives
3.2.1 Introduction

The term ‘incentives’ is used to refer to inducements offered with the intention to
increase performance (Patten, 1977). Building on the model of Rosenstiel (1975), we
adopt a broad definition of incentives that includes all financial, non-financial,
material and non-material incentives that an organization offers.

12 prs. Bas van den Brink, drs. Machiel Hermans, dr. Henriette van den Heuvel.
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Rosenstiel (1975) distinguishes five categories of incentives:

e Work incentives: provided by the work itself (e.g. autonomy and growth through
career development).

e Social incentives: provided by interaction with colleagues.

e Internal organization incentives: provided by the organization itself (e.g.
organizational structure, leadership style).

e Direct financial incentives: provided by monetary incentives (e.g. pay-for-
performance).

e Indirect financial incentives: provided by usage of company goods or services
(e.g. phone and internet access).

Incentives produce or reinforce desired behaviour in employees and reduce the
likelihood that unwanted behaviours will occur (Grant, 1999). An incentive is seen as
a situational condition that can motivate employees because of their individual
structure of needs with regard to a certain performance level of behaviour within the
context of an organization (Rosenstiel, 1999; Bau & Dowling, 2007). Determined by
one’s sorts of needs and sources of satisfaction, extrinsic and intrinsic incentives can
appeal to extrinsic or intrinsic motives (VonKortzfleisch, 2001). Based on Rosenstiel
and VonKortzfleisch, we have classified incentives and motives as shown in Figure 3-1
below.

Figure 3-1: Classification of incentives, rewards and motives.

Incentives / rewards

1

]

Financial incentives/ material MNon-finandial incentives [ non
incantives material incentives
Direct financial Indirect financial Work Social Internal organization
incentives incentives incentives incentives  incentives
Extrinsic motivation Intrinsic motivation

In this stage of our research, we extended the focus on financial incentives with non-
financial incentives; in particular with social incentives. Financial incentives can
encourage desired behaviour, boost performance (e.g. Baker et al., 1988; Jenkins &
Gupta, 1982) but also can have a crowding out effect on the incentivized behaviour and
negatively influence motivation (Eisenberger & Cameron, 1996; Gneezy et al., 2011).
Social incentives influence the desire to conform to what others do (Chen et al., 2010).
Social incentives relate closely to social norms. A social norm is a description of a
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behaviour that is acceptable by a significant group of individuals, is mutually expected
in this group, and enforced in case of deviations (e.g. Appelbaum et al., 2009). Like
social incentives, social norms interact with financial incentives and can also have a
crowding out effect.

The subsections below (3.2.2 and 3.2.3) provide insights from literature in financial
and non-financial incentives.

3.2.2 Additional insights on financial incentives

Most of the research on incentives concludes that financial incentives — such as base
pay, performance-based pay and long-term incentives — do influence people’s
behaviour (Beer & Cannon, 2004). By reviewing the literature, we came to additional
insights that are clustered into seven topics that provide essential context on the
influence of financial incentives on purchasing knowing-doing gaps.

Financial incentives and performance

The concept of financial incentives has been defined in many ways (DeMatteo et al.,
1998; Jenkins et al., 1998 for overviews). Unfortunately, researchers do not always
clearly state or define what they mean by financial incentives. As already noted, we see
the term as covering three aspects: base pay, performance-based pay and long-term
incentives (Milkovic, 1990). Researchers also refer to specific incentive systems or
contracts such as tournament systems, piece-rate contracts and all kind of bonus
systems (Govindarajulu & Daily, 2004; Hoffman & Rogelberg, 1998 for overviews) and
to whether the schemes are individual- or group-based. The type of work (blue collar
or white collar) and organization sizes (Lee, 2009) also differ in the various case
studies. The literature also shows a range of views as to what constitutes performance.
Performance can be seen as behaviour-based or viewed from a quality or quantity
perspective (Cerasoli et al., 2014), or it terms of financial performance (Gerhardt &
Milkovic, 1999). Incentives have been shown to boost performance in the laboratory,
in the field and in simulations (Jenkins, 1986, p 174). The strongest relationships were
found in simulations, followed by field and laboratory experiments (Jenkins et al.,
1998).

We attribute the fact that, after so many years of research, there are still proponents
and opponents to all these differences in definitions and approaches. Nevertheless, we
accept the conclusions from two meta-studies that there is evidence for a positive
relationship between financial incentives and performance (Jenkins et al., 1998) and
that the joint impact of incentives and intrinsic motivation is critical to performance
(Cerasoli et al., 2014).

On a practical level, Cerasoli et al. (2014, p. 998) argue that “tasks that are
straightforward, highly repetitive and perhaps even less inherently enjoyable, should
be more closely linked to extrinsic incentives. Tasks that require a great deal of
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absorption, personal investment, complexity, and overall quality should be less linked
to incentives and much more closely linked to intrinsic motivation”. This shows a shift
from the early 1970s when “the one issue that should be considered by all organization
theories is the relationship between pay and performance” (Lawler 1971, p. 273).

Financial incentives and impact on creativity

“If you want people to perform better, you reward them, right? Bonuses, commissions,
their own reality show. Incentivize them. But that’s not happening here. You’ve got an
incentive designed to sharpen thinking and accelerate creativity, and it does just the
opposite. It dulls thinking and blocks creativity.” (Dan Pink, The puzzle of motivation:
www.ted.com/talks/dan_pink, Aug 2009).

Here, Pink is referring to work by Ariely et al. (2009) who, in their Harvard Business
Review-paper “Large stakes, big mistakes”, offer an opinion on the reason for this
fallible belief in rewarding. They argue (p. 452) that most of the research is economic-
based and focused on financial incentives, and that the psychological evidence that
rewards do not always work tends to be overlooked: “unlike the relationship between
pay and motivation/effort, the relationship between motivation/effort and
performance has not attracted much attention from economists, perhaps because the
belief that increased motivation improves performance is so deeply held”.
Psychologists have documented situations where increased motivation and effort can
result in a decrease in performance - a phenomenon known as “choking under
pressure” (Baumeister, 1984, p. 610). Achtziger et al. (2014) also opt for an approach
that differs from the business-economic viewpoint that is the norm in purchasing-
related schemes and conclude, based on neural evidence on reinforcement, that higher
incentives can impair performance.

Our conclusion is that, for many tasks, the introduction of, or an increase in, incentives
is likely to have a positive impact on performance. However, one should not assume
that introducing or raising incentives will automatically improve performance. Beyond
some threshold level, raising incentives may decrease motivation and have perverse
effects on performance.

Higher financial incentives and higher performance

According to Ariely and Gneezy (2009), an over-motivated principal might hire an
agent to perform a task at a more optimal, reduced incentive level. They advise
principals to be aware of the performance-debilitating effects of high incentives. Their
conclusions are reinforced with similar arguments and statements by many others
(Lepper & Green, 1978) that increased motivation as a result of financial incentives
does not necessarily lead to better performance. This conclusion is based on
observations where sometimes very large incentives were given for tasks that required
creativity, problem solving and memory but failed to enhance performance.
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Ariely and Gneezy (2009) found that, across many tasks — albeit with some exceptions
— that giving higher monetary incentives leads to worse performance. The finding that
performance is superior for moderate incentives relates to Yerkes-Dodsons law?3,
according to which, beyond an optimal level of arousal for executing tasks, further
increases in arousal can lead to a decrement in performance.

Financial incentives for individuals and groups

Research on the relationship between individual financial incentives and performance
has been subjected to meta-analyses on more than one occasion (Jenkins et al., 1998;
Cerasoli et al., 2014). Group or team-based incentives have also been studied by
researchers (Zenger & Marshall, 2000; Messersmith et al., 2011) and also featured in
some meta-studies (Garbers & Konradt, 2014; Condly et al., 2003).

Research on the interaction between financial incentives and team performance has
the same definition issues as mentioned earlier with individual incentives and
performance. In addition, the interaction is more complex (Babcock et al., 2010). There
are important differences between the impact of team-based and individual-based
incentives on performance (Aime et al., 2010; Shaw et al., 2001). Team incentives are
beset with issues including the free rider problem (Holstrom, 1979), moral hazard
(Jackson and Schneider, 2013) and simply lying (Conrads et al., 2011). In their seminal
work on team incentives, Danilov et al. (2013) speak of “the dark side of team
incentives”, with their experimental results revealing that, when group affiliation is
strong, inferior products are recommended significantly more often under team
incentives than when individual incentives are in place.

There are two dominant approaches for the use of team incentives: equitably4 and
equally distributed incentives. There is strong empirical evidence that equitably
distributed incentives lead to higher performance than incentives distributed equally
(Kepes et al., 2009). Sinclair (2003) found that teams with individual incentive
systems (i.e. equitable schemes) were more productive than teams with team-based
incentive systems (equal distributions). Garbers and Konradt (2014) found evidence
that the effect of team-based rewards was higher than that of individual-based rewards.
The effect further depends on various aspects such as team size and setting. Stronger
relationships were found in field studies than in laboratory experiments. In our
research, we adopt the conclusion of Garbers and Konradt that, to increase motivation,
it is, generally speaking, better to reward employees as a team. Here, the team
composition as well as the reward characteristics need to be carefully considered,
especially given the indication from recent studies (e.g., Conrads et al., 2013) that team
incentives may induce lying.

13 The Yerkes—Dodson law is an empirical relationship between arousal and performance, originally developed
by psychologists Robert M. Yerkes and John Dillingham Dodson in 1908.

14 The perception that each team member would attain the same rewards if they put in the same amount of
effort; if not, feelings of unfairness will result (Pritchard et al., 1989; Thornburg, 1992).
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Differentiation of financial incentives

The work of Huselid et al. (2005) goes a step further in differentiation: not only in
people, but also in positions. They use the terms A-Players and A-Positions. In their
opinion a great work-force is made up of great people. They see it as justified that so
many companies spend a lot of time in identifying, developing and retaining A-players.
What it perhaps remarkable is that they found that very few companies used a
systematic approach to identifying — potential — A-players, with football clubs being
the exception rather than the rule. They also found that even fewer companies
managed their A-players in such a way that they are able to deliver A-performance.
They developed a strong case for treating and paying these people better. This was not
so much based on their position in the organogram, but on their potential contribution
to fulfilling the company strategy. This amounted to a plea for performance-based
payment. This article led to interesting reactions. One, from an HRM manager of a
large US firm, used an analogy from Roman times, when the ordinary people revolted
causing the ‘A-players’ to live alone in an empty city. The claim was that rewarding the
best people would not be a sustainable solution. Huselid et al., (2005) are not the only
ones to believe in differentiation when applying financial incentives. Lepak and Snell
(1999) share this view some years earlier recognizing that not all employees possess
knowledge and skills of equal strategic importance.

Financial incentives and strategic alignment

Subramony (2009) reviewed the literature on the relationship between human
resource management (HRM) bundles and firm performance. HRM bundles are made
up of complementary practices. For instance, motivation-enhancing bundles provide
employees with adequate levels of direction and inducement. It is widely accepted that
HRM bundles can affect the performance of firms (Boselie et al., 2005; Ferris et al.,
2004; MacDuffie, 1995). It is also argued that HRM should not be viewed in isolation
but should be systematically assessed with organizational goals, in which the role of an
HR manager is to be a strategic partner (Ulrich, 1998). When aligned with each other
and with strategical goals, HRM bundles, and thus financial incentives, will have a
positive effect on overall strategy and firm performance. The deployment of human
resources to enable an organization to achieve its goals and their alignment with
corporate and business strategies is a crucial determinant of the success of the
organization (Mathis & Jackson, 2011; Beer et al., 1984). The same has been argued for
purchasing and supply management (Baier et al., 2008; Bernardes & Zsidisin, 2008,
p.- 216). Here, Barnardes and Zsidisin conclude: “... Purchasing and Supply
Management needs to have a seat at the table and then preferably with HRM to make
sure that the financial incentives are aligned with PM strategy and both are aligned
with overall strategy”.
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Financial incentive systems and their practical implications

Pressure for higher performance has led corporations to continually search for
managerial practices that will enhance competitiveness (Beer & Cannon, 2004). A large
number of organizations have explored how financial incentives could be linked to
desired behaviour in order to improve effectiveness (Gerhart & Rynes, 2003; Pfeffer,
1998). This has led to a growing number of pay-for-performance (PFP) plans (Schuster
& Zingheim, 1992). Beer and Cannon (2004) list researchers who have been able to
demonstrate that implementing PFP plans leads to impressive average returns on
money. However, based on several PFP experiments in the mid-1990s, some, including
Pfeffer (1998), concluded that implementation was not always successful and that
there were significant problems with implementing PFP programmes. Two main
barriers were identified: firstly, in linking performance to effort and secondly, in
linking pay to performance (Beer & Canon, 2004). Gerhart (2001) argued that
successful PFP programmes have the following characteristics: (1) culture discourages
opportunism, (2) top management reinforces this culture by its example and (3)
employees have long term careers or their reputation is a valuable commodity. Beer
and Canon (2004) concluded that there are no universal best practices for
implementing PFP. The effectiveness of PFP for an organization depends on,
sometimes unique, aspects of its culture and one must be careful in generalizing from
one organization to another.

3.2.3 Additional insight on non-financial incentives

Non-financial incentives are often related to intrinsic motivation (VonKortzfleisch,
2001). They can be provided by the work itself, provided by interaction with internal
colleagues and by incentives provided by the organization itself (e.g. organizational
structure, leadership style). By reviewing the literature, we came to additional insights
that are clustered into four topics that provide essential context on the influence of
non-incentives on purchasing knowing-doing gaps.

Intrinsic and extrinsic motivation

The literature on motivation has a long history going back to research on the
influencing of employee behaviour. In responding to Taylorism, Maslow (1943),
Herzberg et al., (1959), Vroom (1964), McGregor (1960) and others researched what
actually motivated people. The early discussions saw rather sharp contrasts. Herzberg
et al. (1959) described two groups of motivators: one group responded to the need to
develop in one's occupation as a source of personal growth whereas the second group,
which also underpinned the first, was associated with fair treatment in terms of
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compensation, supervision, working conditions and administrative practices?s. Vroom
(1964, Sheridan et al., 1973) also refers to two types of behaviour in his Expectancy
Theory of Motivation in explaining the behavioural process in which individuals
choose one option over another. McGregor (1960) introduced his ideas in terms of
Theory X and Theory Y in which different types of employees responded positively to
different motivational approaches. Theory Y argued that management practices that
provided objectives and rewards would motivate employees who are (1) not lazy, (2)
capable of self-direction and (3) capable of improving organizational effectiveness. In
contrast, Theory X viewed employees as lazy, incapable of self-direction and as having
little to offer in terms of organizational problem solving. This stream of motivational
research came with the growing awareness that person-as-machine approaches (Landy
& Conte, 2004) had failed and that knowledge on people and their behaviours was
becoming increasingly important so as to know how that behaviour could be
influenced.

Crowding-in and crowding-out

Gneezy, Meier and Rey-Biel (2011, p. 206) summarized much of the ongoing discussion
on incentives and concluded that “incentives do matter, but in various and sometimes
unexpected ways”. Main outcome of the ongoing discussion is that financial incentives
have two effects on behaviour: the standard direct price effect, which makes the
behaviour incentivized more attractive, and an indirect psychological effect (Gneezy et
al., 2011). In some cases, the psychological effect works in the opposite direction to the
price effect and can crowd out the incentivized behaviour. Lepper and Greene (2015)
term this effect the ‘hidden costs of reward’. For example, Frey and Jegen (2001) give
circumstantial evidence that children who are paid to mow the family lawn, once they
have received money for this task, will expect to receive money the next times they do
this, and indeed for other household tasks. Although there are no hard examples from
purchasing and supply management, in line with this example one could suggest that
paying buyers for achieving a cost reduction could induce an unwillingness to seek cost
reductions that were not rewarded. Most of the published examples of crowding out
seem to come from welfare research. There are examples related to the use of financial
incentives to change individual behaviour to achieve health-related outcomes,
including smoking cessation, weight loss and blood donations (e.g., Parke et al., 2011;
Promberger et al., 2011).

Locke and Latham (1990) argue that intrinsic motivation rarely operates in isolation
from other types of motivation. Cerasoli et al. (2014) conclude from their 40-year meta-
analysis that incentives and intrinsic motivators are not always “antagonistic”.
Incentives can successfully coexist with intrinsic motivation depending on the type of
performance desired and the type of incentive offered. As such, external incentives can
strengthen intrinsic motivation, an effect Frey and Jegen (2001) term as crowding-in.

15 The authors actually made a distinction between two factors: motivational and hygiene factors. Hygiene
factors were seen as dissatisfiers from the context or environment of the work and so named because they
acted in a manner analogous to the principles of medical hygiene.
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Social norms and their impact on motivation and behaviour

Literature describes a large variety in definitions and typologies of norms, ranging
from intense discussions about 60 years ago in sociology (Gibbs, 1965; Morris, 1956)
to modern times where we find norms that have been characterized in two different
ways depending of the discipline involved: (1) prescriptive norms (unwritten rules
about what one should do) and proscriptive norms (unwritten or sometimes even
written rules about what one should not do), (Wilson et al., 1996); (2) descriptive
norms (how apparently everyone behaves) versus injunctive norms, transmitting
group approval about a particular type of behaviour; it dictates how an individual
should behave (e.g. Interis, 2011; Cialdini et al., 1990; Schultz et al.,, 2007). A
descriptive norm is followed because someone copies the behaviour he or she observes
around him or her. Usually, there are no sanctions when a descriptive norm is not
followed. An injunctive norm is followed because ‘it is the thing to do’, with the usual
example of lowering one’s voice in a library. Here, either external sanctions or self-
imposed sanctions apply (Interis, 2010). One could conclude that professional norms,
especially dealing with ethical issues, fall into the categories ‘prescriptive’ or
‘injunctive’ norms, while in exercising practicalities, more descriptive norms play a
role, like using software, templates, concepts and terminologies. If you do not use port-
folio analysis, nobody will actually punish you, no professional organization will take
away your membership. Proscriptive norms typically apply in cases such as dealing
with bribery. Here, sanctions by professional bodies, companies and law makers do

apply.

Both in sociology and social psychology researchers recognize that smaller group units,
such as a team or an office, may also endorse norms separate or in addition to cultural
or societal expectations (Jackson, 1965) which in fact also applies to professional
norms applying to a group with a distinctive profession. These norms and the related
expected behaviour and application of artifacts — models, concepts and software —
come next to the expectations arising from the company Worldview and the ‘normal’
societal expectations (cf. Rivis & Sheeran, 2003 for the role of descriptive norms in this
context). Professional associations may be a good incubator for establishing norms for
professionals.

Professional norms represent a special case of social norms, where the group is defined
by belonging to the specific profession, and behaviour specified by the norms pertained
to profession-specific behaviour (Appelbaum et al., 2009). Professional norms may
arise bottom-up, as a result of shared common practices being standardized (e.g.
Bourdieu, 1977). At the same time, professional norms might be established top-down;
especially when the profession has an authoritarian representative. An example in
point are professional associations, that may form a fruitful ground for breeding
professional norms that affect values, and behaviour, of professionals. Professional
associations generate a venue for meeting peers in the same profession, rather than
colleagues in the same firm, but at various levels of hierarchy or chain of the
production.
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Isomorphism and financial incentives

Isomorphism is a concept used among scientists such as sociologists to describe the
process of homogenization, a constraining process (Hawley, 1986) that forces parts or
individuals of organizations to resemble other parts or individuals of organizations
such that the environmental characteristics are increasingly compatible. A general
definition of isomorphism is ‘a similarity of the processes or structure of one
organization to those of another as a result of imitation or independent development
under similar constraints’. There are three main types of institutional isomorphism:
coercive, mimetic and normative (DiMaggio & Powell, 1983). Coercive isomorphism is
about the problem of legitimacy which encourages imitation, mimetic isomorphism
results from responses to uncertainty. Normative isomorphic is about pressures
brought by professions, peer professionals or education. Isomorphism is used to
describe and better understand the process of bureaucratization of organizational
fields. It addresses the problem of what DiMaggio and Powell (1983) called the
“startling homogeneity of organizational forms and practices”. This presents a danger
to organizations by reducing the ability to change. DiMaggio and Powell argue that
isomorphism can also be applied to professional norms since these are long-term
rational constructs formed under a somewhat normative pressure.

Since buying professionals have professional norms, isomorphism and normative
pressure can influence their professional norms, and this can lead to professional
normative behaviour, which is understandable from a rational perspective but not
always efficient. From empirical investigations by Goodrick and Salanic (1996) we
learnt that professional norms influence the effect of financial incentives. Anderson
(20009, p. 81) similarly noted “the claim that norms will lead professionals, regardless
of their sector and incentives”.

In Section 3.3 below, insights on incentives for purchasing and job-specific incentives
are described.

3.3 Purchasing and job specific incentives
3.3.1 Organizational buying behaviour

In the late 1960s - early 1970s, three models of organizational buying behaviour (OBB)
were developed by Robinson, Faris and Wind (1967), Webster and Wind (1972) and
Sheth (1973). OBB developed from a marketing perspective in which selling firms
needed to possess an understanding of the buying behaviour of customer firms
(Johnston & Lewin, 1996). The models provided several constructs that were expected
to influence organizational buying behaviour. Since then hundreds of conceptual and
empirical articles have been published that either extend or test these models
(Johnston & Lewin, 1996). The models broadly agree that organizational buying
behaviour can best be described as a process or made up of stages: from need
recognition to post-purchase evaluation. The three models also recognize the
importance of environmental influences as well as political and economic ones, plus
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organizational influences, such as size, structure and rewards, and individual
participant characteristics, including education, perception and motivation, in an
organization’s buying behaviour. Although it seems widely recognised that the research
on organizational buying, based on the abovementioned models, has not delivered its
expected potential to practice, constructs such as ‘buying centre’, ‘decision stages’ and
‘conflict resolution’ are now an accepted part of the lexicon of organizational buying
(Anderson & Chambers, 1985). Since both buyers and their internal customers belong
to the same ‘buying centre’, incentives should be aligned if collaboration is to be
stimulated. A situation in which organizations rewards buyers for other behaviour than
their internal customers (Webster & Wind, 1972) is potentially harmful.

In our research where we focussed on incentives and the way they influence the
implementation of purchasing theory or purchasing ideals, and stimulate collaboration
between buyers and their internal customers, we found many interfaces between
rewards/incentives, individual buyer behaviour and internal collaboration.

The OBB models, which were integrated in a single OBB integrative framework by
Johnston and Lewin (see Figure 3-2), provided insights, especially into the
relationships between the ‘organizational characteristics’, ‘purchasing and seller
characteristics’, ‘conflict/negotiation’ and ‘participant characteristics’ constructs, that
we had incorporated in our own initial modelling.

Figure 3-2: Integrated framework Johnston and Lewin, 1996.
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(Webster and Wind 1972). Rewards and incentives play an important role in our
research and the OBB models all mention rewards as a motivator or influencer of
buying behaviour (see Table 3-1 below).

Nr. | Model About rewards
1. Robinson, Faris and “..., it can be hypothesized that buyers tend to make those decisions
Wind (1967) which they perceive to have the best chances of improving their
present situations.”
2. Webster and Wind “The formal organization exerts its influence on the buying center
(1972) though the subsystems of tasks, structure (.... rewards), technology
and people.”
3. Sheth (1973) “The organization typically rewards each individual for excellent

performance in his specialized skills, so the purchasing agent is
rewarded for economy, the engineer for quality control and the

production personnel for efficient scheduling.”

Table 3-1: Overview of views on rewards as a motivator in the three OBB models.

Anderson and Chambers (1985) developed two reward based models for buying
behaviour: the Motivational Model with intrinsic and extrinsic rewards for the
individual buyer and the Group Consensus Model that adopts collaboration
perspective with group rewards. The authors argue that the reward/incentive aspects
of buying behaviour have not been developed to their full potential despite the
fundamental proposition that an individual’s behaviour in organizations is largely
determined by the way in which their activities are rewarded and measured.

3.3.2 Incentives and job characteristics

MacLeod and Parent (1999) recognized that there were various compensation systems
used to motivate employees. They looked into the different forms of compensation
based upon the interplay between job characteristics and the incidence of a particular
form of compensation. They argued, given the complexity and variation in
compensation systems, that no single theory could explain the differences in empirical
data, and therefore combined a number of theoretical concepts derived from agency
theory and the incomplete contract model. Their main conclusions were: 1) jobs with
high power incentives — piece-rate or commission rate contracts — were associated with
greater job autonomy; 2) some job characteristics affect the likelihood of piece-rate
contracts differently from bonus pay or commission contracts; 3) more complex jobs
are associated with incomplete compensation contracts and less use of piece-rate
approaches.
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3.3.3 The creation of incentives

The role of employees in generating firm performance has received increasing
attention (Steigenberger, 2013). There are many definitions of performance. We
combine two aspects: performance is: “synonymous with behaviour... is something that
people actually do and can be observed” Campbell (1993) and “is achievement-related
with some evaluative component” (Motowildo et al., 1997).

Employees came increasingly to the fore as the feeling grew that resources on which
competitive advantage had traditionally been built, such as technology or economies
of scale, were becoming easier to imitate. As such, achieving a completive advantage
through human capital became more relevant in creating a sustainable competitive
advantage (Guthrie et al., 2009). Given this broad acceptance of the importance of
employees for firm performance, research has investigated ways to develop the means
to improve the skills of employees and their knowledge base. This research stream,
which was rooted in the earlier work of, for example, Vroom (1995) on motivating
individuals, led to research on high-performance working systems (HPWS) (Hustled,
1995; Guthrie, 2001). The HPWS research stream argues that strategic HRM could
inspire the workforce to work harder and better and thereby increase the competitive
standing of the firm (Steigenberger, 2013).

HRM is not only the department in many organizations that is responsible for human
resources, it has become a research domain in its own right. What HRM is responsible
for, and where it is not, remains a point of discussion in many organizations and among
scholars. Its roles and tasks are seen as difficult to sort into some kind of order (Bowleg,
2012). The Michigan Model (Devanna et al., 1981) and the Harvard Model (Beer et al.,
1984) have become popular in academia and practice for supporting these sometimes
fundamental discussions. Here, one should mention one of the most cited HRM
authors, Dave Ulrich, whose ‘New mandate for HRM’ (Ulrich, 1998) created clarity
concerning HRM roles and tasks (Sells, 2003). These insights and models make it quite
clear that ‘compensation’ and ‘benefits’ constitute an important HRM topic, and one of
the instruments that organizations can use to influence the behaviour of employees. In
this growing HRM field, external and internal motivations continue to be seen as
relevant, and there remain proponents and opponents of the proposition that financial
incentives can improve performance quality and quantity. HRM-motivation bundles
(Subramony, 2010) and financial incentive systems have to be tuned to the specific
situation of any organization and especially to its strategy.

3.4 Conclusions and discussion
Conclusions

When trying to accommodate all the views and arguments it seems that the differences
in whether financial incentives influence performance or not, seem mainly to depend
on differences in research methods, definitions of performance and scope
(organization, group or individual). We see differences in, for instance, the definition
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of performance, in the approach with experiments and other methods used, with both
group and individual methods, and between different incentive contracts, etc.
Performance can be defined as the impact on organizational performance, on
individual or group performance and it can sometimes be seen as financial
performance, sales performance or individual performance. Experiments seem to
produce different results to non-experimental research. Outcomes of individual
incentives differ from those when group incentives are employed, and research
suggests that tournament systems have different outcomes than performance-based
pay. When we compare research findings, it seems that these differences are not always
taken into consideration, which in itself focusses the discussion back on when ‘it’ —
whatever ‘incentive’ it is — works and when it does not. Sometimes financial incentives
influence behaviour and sometimes they do not. Nevertheless, there does seems to be
a general consensus, including between economists, sociologists and psychologists,
that straightforward, highly repetitive and perhaps less inherently enjoyable tasks
should be linked to financial incentives, whereas more complex or more creative
processes should not.

With regard to our model (see Figure 2-4), financial incentives can have a positive
effect on purchasing knowing—doing gaps for both PM and for the ICs. Aware that PM
and IC knowing-doing gaps can differ, we would expect whichever of the two functions
has the smaller gap to be the one most strongly driving the organization. This is
because the one with the smallest gap better represents the Worldview of the
organization. Financial incentives can also have a positive effect on the buyer-internal
customer relationship gap. Actual and ideal relationship gaps can also differ, and the
smaller the actual and ideal relationship gaps, the better the relationship. We would
expect financial incentives to have a greater influence on the relationship gaps if the
incentives are aligned between the PM and the IC.

We have not found evidence that incentives for buyers and their internal customers
should work in an essentially different way than what researchers have found in the
last four or five decades. What we did see was that the research stream on the role of
rewards and incentives in an organization’s buying behaviour has tailed off since the
end of the 1990s, although the stream of reported experiments involving incentives has
kept on growing.

Overall, we have found further theoretical and practical support for our earlier
presented findings. Additional findings in literature confirm that financial incentives
can influence behaviour in our specific buying context, knowing that non-financial
incentives in particular professional norms of buyers can have a crowding-out effect on
the incentivized behaviour.

Discussion

Literature is growing on what actually determines the choices and the set of recipes
applied in daily practice by purchasing managers (Spender, 1989; Bakker & Kamann,
2007) and to what extent their actual behaviour deviates from the textbooks or even
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their own ‘ideals’ (Boodie & Kamann, 2015). One of the concepts that plays an
important role in this context is the concept of ‘Worldview’ or Socially Negotiated
Order (Eden, 1992). ‘The way everything is being done, including purchasing’ is a broad
description of this concept. It is supposed to be reflected in the recipes applied, tools
employed, protocols and procedures followed and even the attitudes adopted. This
Worldview is a negotiated view of the various stakeholders in an organization, where
power and/or status determine how much impact each particular stakeholder — or
coalition of stakeholders - may have in shaping the Worldview. Sectoral differences in
the role, power, views and status of functional areas and personality issues will all lead
to company specific Worldviews. The final resulting Worldview also is reflected in the
financial incentives and it may well compete with particular professional views a
manager learned — or was conditioned to use — as a result of professional courses
followed and other educational socializing contacts leading to ‘isomorphism’ in
attitudes and behaviour (DiMaggio and Powell, 1988) among a particular population
of professionals. This may even lead towards a locked-in mental map® (Huff, 1990).
Kamann and Bakker (2006) estimated in a Structural Equation Model the impact by
the Worldview to be more significant than the collective result of all the conditioning
networks the manager went through.

This is in line with what le Grand (2003) suggests, in that different types of motives
coexist and affect behaviour and social norms interact with economics incentives
(Lindbeck, 1997). It may even be the case, as we learned from empirical investigations
by Goodrick and Salancik (1996) that the effect of economic incentives depends on the
professional norms. “A profession can be defined as an occupation with specialized,
theoretical knowledge and intra-occupational norms (...), and the claim is that the
norms will lead professionals from the same occupation to behave and perform
similarly, regardless of their sector and incentives.” (Andersen, 2009, p. 81). We
assume, that the stronger a professional peer organization exists, the more this applies.
In countries where since decades strong professional purchasing organizations exist -
like the U.K., the US and the Netherlands - we may assume a maximum degree of
isomorphism in tools and views applied, through courses, textbooks and conferences.
All reflected in particular professional norms.

After this additional literature review, the focus of our research has again been refined.
Focus is now on the specific role of financial incentives for professional buyers when it
comes to implementing purchasing theory given a very recognizable collaborative task
situation (in balancing price and quality) with their internal customers. Professional
norms refer to the type of behaviour that professionals are expected to adhere and are
expected by their profession to follow. This not only applies to an ethical code of
conduct, but also to the application of certain analytical tools and a certain conduct vis-
a-vis suppliers, internal customers and other stakeholders. Theses norms are specific
to each profession, delineate acceptable conduct within a profession, and may be
considered as professional ethics in general. Provided this is the case, they involve a
value statement. They stipulate what behaviour within a profession is ‘good’ and will
be appreciated and/or what behaviour within a profession is ‘bad’ and should be

16 A mental map is a representation of a first-person’s perspective of an area and how they interact with it.
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avoided. The question is then to what extent PMs are influenced by their professional
norms and how does this interact with financial incentives? To what extent are
purchasing managers influenced by the portfolio theory of Peter Kraljic (Kraljic, 1983)
in their practical consideration of whether to focus on price or on quality (knowing that
their internal customer perhaps favours higher quality) and how does this interact with
monetary incentives? Given this discussion, we became curious to what extent these
professional norms actually do play a role.

In the next chapter (Chapter 4) the influence of professional norms on incentivized
behaviour will be discussed and an introduction is made of our laboratory experiments
in which we test this potential influence.
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Chapter 4

Professional norms as incentives: experiment with
professionals and students

7 This chapter is based on earlier material presented IPSERA and WION material (working paper IPSERA 2016 &
WION 2016). For the purposes of this thesis, the paper is modified to avoid excessive repetition. An adapted
version of this chapter is under review for publication. This research was conducted in collaboration with Jana
Vyrastekova and Dirk-Jan Kamann. Jana Vyrastekova is assistant professor in Experimental Economics,
Behavioural Economics and Game Theory at the Radboud University, Department of Economics, Nijmegen, The
Netherlands. Dirk-Jan Kamann is research Professor in Supply Management at the University of Pannonia,
Faculty of Business and Economics, Veszprém, Hungary. The principal researcher of this thesis was responsible
for the research questions, literature search, data collection, first analyses and the final version of this
manuscript. Co-authors provided input and detailed feedback for the improvements of this manuscript.
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4 Professional norms as incentives: experiment with
professionals and students

This chapter starts with an introduction (4.1), followed by insights of the use
experiments in purchasing and supply research (4.2). Then the theoretical
observations (4.3), our experimental sessions and hypotheses (4.4) are presented. This
chapter ends with the decisions of the participants (4.5) and the conclusions of our
experiment with purchasing professionals and students (4.6).

4.1 Introduction

As mentioned in Chapter 3, different types of motives coexist and affect behaviour.
Next to financial incentives, various types of social norms also effect behaviour and
social norms can interact with financial incentives (Lindbeck, 1997; Le Grand, 2003).
We focus on professional norms as they are a type of social norms and therefore also
can influence the effect of financial incentives on behaviour (Goodrick & Salancik,
1996). “A profession can be defined as an occupation with specialized, theoretical
knowledge and intra-occupational norms (...), and the claim is that the norms will lead
professionals from the same occupation to behave and perform similarly, regardless of
their sector and incentives.” (Andersen, 2009, p. 81).

Nevertheless, it is still unclear to what extent professional norms affect behaviour as
the empirical evidence is scarce. We wanted to know to what extent these professional
norms actually do play a role in influencing the behaviour of purchasing professionals.
One might label this impact of professionals from the purchasing occupation — when
found - as the ‘purchasing peer influence’. Given Andersen’s (2009) plea to combine
the various motives since they are all potentially important, and the effects of one
motive on behaviour and performance might very well depend on the other motives,
we understood that in particular the interactions between financial incentives and
professional norms should be investigated.

In this chapter, we present experimental evidence on professional norms as incentives,
as potential drivers of behaviour. Laboratory experiments allow researchers to study
the human behaviour aspect (Bendolly et al., 2006) in a controlled incentivized setting.
Experiments offer an opportunity to invest causal relationships and theories (Croson
& Donohue, 2002), for example interpersonal interaction of buyers and suppliers
(Bendolly et al., 2010).

In the next section (4.2) an introduction is given on the use of (laboratory) experiments
in supply chain research.
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4.2 The use of experiments in purchasing and supply research
4.2.1 Introduction

In logistics and supply chain research, laboratory experiments can provide a
methodology that passes rigorous scientific scrutiny (Deck & Smith, 2013). Although
there are some specific logistics and supply chain topics, such as procurement auctions,
where experiments have been used extensively, their use in addressing other
purchasing and supply management problems is not common (Carter and Ellram,
2003; Wynstra, 2010). We found some examples for purchasing and supply
management research where experiments are used. For example, in field experiments
with suppliers (Anderson & Wynstra, 2010; Tazelaar & Snijders, 2004). Snijders et al.,
(2003) used an experiment to analyse how well purchasing managers were able to
judge the likelihood of problems for a given purchasing transaction compared to the
performance of an algorithm. Kamann et al., (2006), used an experiment based on the
prisoner’s dilemma with a group of purchasing managers. Beside these few examples,
the use of experiments seems to be relatively scarce despite the fact that several senior
purchasing and supply management scholars (e.g. Hul, 2012; Weele & Van Raaij 2014)
urge for the use of new and sometimes more appropriate, methods in place of the
traditional survey. Deck and Smith (2013) offer two possible explanations for this
underutilization. First, they see that articles concerning experiments are published in
journals that are rather specialized and therefore not familiar to many researchers.
Second, they claim that researchers have “nagging” questions about the ability to
extrapolate from laboratory to the natural economy. Deck and Smith!8, as proponents
of using experiments, address four commonly used critics in the use of laboratory
experiments and Table 4-1 presents their arguments in favour alongside the arguments
against experiments.

Argument against Argument in favour
Laboratory experiments lack “.. this is actually a major virtue; theoretical models need to abstract
realism or complexity and focus on observable critical elements”
The subjects lack sophistication | “...students are not required for an experiment.... And it has been
(student pools) common to examine robustness with different subject pools. “
The stakes are too low “If the level of stakes is thought to be important, ... run experiments

with high stakes...”

Field experiments are more “Information from field experiments provide information
informative complementary to lab information... ¢

Table 4-1: Overview of arguments against and in favour of using experiments in research.

18 Vernon Smith and Daniel Kahneman were awarded the 2002 Nobel Prize for economics “for having
established laboratory experiments as a tool in empirical analysis, especially in the study of alternative market
mechanisms.”
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Deck and Smith (2013) and social scientists such as Falk and Heckman (2009) have
rebutted arguments concerning the ability to extrapolate from experiments to the
natural economy. Deck and Smith (2013, p. 13) conclude that: “Laboratory
experiments have the potential to inform a myriad of research questions in logistic and
supply chain management”.

With an increasing focus on the more behavioural aspects of purchasing and supply
management, there is a growing notion that other ways of collecting data than the
‘standard survey’ are needed. Van Weele and Van Raaij (2014, p. 66) state that in “the
future of purchasing and supply management research ... real life observations,
databases or expert opinions may even be better sources for some research questions”.

Next to such observational data, experimental data has the advantage of addressing
the significance of causal mechanisms suspected based on the observational data
(Winship & Morgan, 1999). An experiment is appropriate given the objective of our
research in terms of both behavioural and incentive aspects. Through an experiment
on purchasing incentives we also want to contribute to the knowledge and
understanding of the use of experiments in the purchasing and supply management
field.

4.2.2 The dictator game

The dictator game is a suitable vehicle to test how individuals in an experiment react
on financial stimuli (Kahneman et al., 1986; cf. for a discussion about laboratory and
extra-laboratory experiments Charness et al., 2013). In a dictator game, the first player,
‘the dictator’, determines how to split an endowment or any other amount of financial
benefit — for instance an allowance or a lottery price - between oneself and the other,
the second player. The second player is called ‘the recipient’ and simply receives the
remainder of what the dictator left over of the endowment. Hence, the recipient's role
is completely passive. He or she has no input whatsoever into the outcome of the game
and just has to accept the amount left over (e.g. Engel, 2011).

While formally not considered to be a proper game in the sense of game theory, this
game rather is one of decision theory. One of the big advantages with this type of game
is that we can slowly develop the set-up of the experiment, starting with a recipient
who cannot participate at all in the decision making or in any type of communication,
to stages with various types of feed-back and communication between recipient and
the ’dictator’ (Festré & Garrouste, 2014). The focus is on the decisions of the dictator
that affect recipients without introducing a myriad of sometimes strategic interactions
between the dictator and the recipients. This does not mean that the other (strategic)
interactions are unimportant. More complex designs can be used to extend the
understanding obtained from experiments using a dictator game.

In the medical literature, Kesternich et al., (2015) used similar experiments to study
the effect of professional norms derived from the Hippocratic oath in shifting weight
to the patient in physicians’ decisions while decreasing their self-interest and efficiency
concerns, while Hennig-Schmidt et.al (2014) compare medical and non-medical
students on their willingness to sacrifice own profit for their patients’ benefit.

82


http://et.al/

In the next section (4.3) some additional theoretical observations on ‘norms’ and
‘professional norms’ will be discussed. In Section 4.4, the experimental sessions we
used are described.

4.3 Theoretical observations and hypotheses

In this section we start with an elaboration on social norms. Followed by a description
of professional norms. From there an outline is given on norms and incentives. This
section ends with our hypotheses on the influence of professional norms on the impact
of financial incentives.

Social norms

A social norm is a description of a behaviour that is acceptable by a significant group
of individuals, is mutually expected in this group, and enforced in case of deviations
(e.g. Appelbaum et al., 2009; Bicchieri, 2005). According to some classical authors
(Parsons, 1967) norms dictate the interactions of people in all social encounters. Social
norms arise by the bottom-up habituation and subsequent internalization of
behaviours common in a group. But even externally imposed rules may become norms
when there is a possibility for top-down indoctrination, or when frequent interactions
between group members — some of them favouring the rule - allow for lateral peer
pressure to establish the behaviour as a norm. Here, we also find the
Selection/Contagion model of Leenders (1995; cf. Burt, 1987) to be useful and relevant.
Contagion occurs when a social actor adapts his or her behavior, attitude, or beliefs to
the other actors in the social system. Social actors are selected into a social system or
network that show the ‘proper’ attributes in the eyes of the existing members of that
network. Once being part of a network, the existing organization members will start
showing isomorphism in mental maps (see Section 3.5) and recipes applied as part of
the process of contagion of the ‘proper’ recipes, norms and attitudes. But also, people
with a certain personality opt to enter a particular profession, where that personality
trait is of value. For instance, physicians and medical students show a higher
propensity towards altruism than non-physicians and non-medical students
(Kesternich et al., 2015; Hennig-Schmidt et al., 2014). Once inside the network of
physicians, this attribute will only be reinforced through the process of contagion. It
would be interesting to repeat this personality — profession match for purchasing
professionals. However, we will focus our research here on the second component: the
possible outcome of contagion through participating in the network of purchasing
professionals: professional purchasing norms. We assume, that the longer one is
exposed to this contagion, the stronger the impact of the norms will be on actual
purchasing behaviour.
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Professional norms

Professional norms are social norms in a professional context; a type of behaviour that
professionals should adhere to, and they are expected by their profession to follow.
Including informal sanctions associated with non-compliance like ostracism. In
medicines, the Hippocratic Oath is a well-known professional norm “that governs
physician practice since ancient times” (Kesternich et al., 2015, p. 1). Authors like
Roberts and Dietrich (1999) and Freidson (2001) argue that “the relevant values
(professional norms) are developed and sanctioned within the occupation.
Professionals from the same occupation are expected to share motivation regardless of
sector” (Anderson, 2007, p. 1). The sectoral influence is assumed to be channelled
through the drives of the ‘Worldview’ (see Section 2.2.1). The Worldview as used in this
research corresponds very much to the well-known description of culture by Hofstede
(2003): the way things are done in organizations. Professional norms are the
regulatory mechanisms to ensure a certain modus operandi takes place, transferred by
conditioning and represented by the Worldview. Professional norms not only apply to
an ethical code of conduct — as prescriptive and proscriptive norms (see Chapter 3) -
but also — as descriptive norms - to the application of certain analytical tools and
theories, and a certain conduct vis-a-vis suppliers, internal customers and other
stakeholders. Theses norms are specific to the profession, delineate acceptable conduct
within a profession, and some of them may be considered to be the professional ethics
in general. When this is the case, they involve a value statement. They stipulate what
behaviour within a profession is ‘good’ and will be appreciated (prescripted), and/or
what behaviour within a profession is ‘bad’ and should be avoided (proscripted).

Often, professional norms are stipulated explicitly by associations of professionals, and
spread around among members of the profession by means of professional training,
setting standards, issuing professional certificates and publishing or supporting
purchasing magazines and academic journals. CIPS (UK), APS and SMI (US), NEVI
(The Netherlands), DILF (Denmark), BME (Germany), HALPIM (Hungary) or any
other Practitioners Organization and member organization of the International
Federation of Purchasing and Supply Management (IFPSM) umbrella organization; all
are active in running educational programs, setting standards and spreading modern
“thinking”: tools, conduct and recipes. They spread the official ‘Gospel’ leading to
increased global isomorphism in purchasing terminology and analytical tools. They
develop what Bourdieu way back in 1977 called the Theory of Practice, reflected in a
growing number of textbooks (e.g. Baily et al., 2010; Leenders et al., 2010; Van Weele,
2005; Cousins et al., 2008; or Lysons and Farrington, 2012). Academic organizations
like IPSERA further codify and clarify the Body of Knowledge with frequent overviews,
meta-analyses and reviews of the evolving thinking of the field in general (Van Weele
& Van Raaij, 2014) and in specific topics, like for instance performance measurement
and management (Caniato et al., 2014). Of course, all these “network contacts drive the
participants towards isomorphism” (Kamann & Bakker, 2004, p. 60). This
isomorphism in managerial behaviour (DiMaggio & Powell, 1988), a shared perception
of certain topics (Harland, 1996) or the shared perception and selection of certain
indicators to be relevant, like for instance risk (Zsidisin, 2003), enables easier
communication between academics and managers with congruent mental maps. It
may also create locked-in mind sets or institutionalizing blind spots for alternative
paradigms. The result of all those institutional efforts also is a certain ‘sharpness’ in
what the norms and the resulting conduct include, which is supposed to prevent norm
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violations, for these can occur “when professional norms are valued but it is difficult to
ascertain the appropriate course of professional conduct.” (Haas & Park, 2009, p. 873).

In literature, so far, the Worldview played a dominant role on the actual selection of
what a purchasing manager does (Kamann & Bakker, 2006; Bakker & Kamann, 2007).
To make the picture more complete however, we wanted to focus on the specific role of
the professional norms as we see them as the regulatory mechanisms. In line with the
statement by Deck and Smith (2013) that lab-experiments represent an underutilized
methodology in the purchasing and supply management field, offering rigorous
scientific scrutiny, we decided to make use of an experiment to explicitly test the impact
of the professional norms on the behaviour of professional purchasing managers.

Norms and incentives

Professional norms might interact with other financial incentives in place. Incentives
defined in general terms as something that incites or encourages a person to do
something - or the opposite: stop doing something. The direction or contents of this
change in conduct is determined by norms, rules, protocols, procedures or regulations
(e.g. Newman & Milkovich, 1990; Huselid, 1995; Beer & Cannon, 2004; Gneezy et al.,
2011) and should reflect the relevant company Worldview. Professional norms might
in particular be intertwined with intrinsic incentives, as already noticed by Kreps
(1997). Intrinsic incentives do not arise due to direct material rewards. Instead, they
come with internalized rewards associated with the job performance. For,
professionals signalling their compliance with the professional norm might receive
status and reputation rewards, and professionals in conflict with the norms could be
exposed to naming and shaming. The annual CPO-of-the-year awards are a good
example of such a reputational reward. These non-pecuniary consequences of norm
adherence might nevertheless indirectly feed into the pecuniary incentives of the
professionals, for example by opening an access to networks of highly valued co-
professionals and their resources, or by enjoying high status and consequently to a high
value on the labor market. Due to this indirect impact on pecuniary rewards,
professional norms should be taken into account when designing incentives for
professionals, next to pecuniary and other rewards. Professional norms do not arise
spontaneously within an individual, they are due to exposure to a conditioning action
of the profession or its representatives (e.g. Bourdieu, 1977). Professional norms are
thus extrinsic to an individual, but may — and likely will - become internalized,
especially when norm-driven behaviour is sufficiently reinforced in the profession.
This leads to the next hypotheses:

Ho: professional purchasing norms are no countervailing force
offsetting the impact of financial incentives

H1: professional purchasing norms are a countervailing force offsetting
the impact of financial incentives

In the next subsection (4.3.1) we present the experimental set up.
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4.3.1 Experimental set up

To test our hypotheses, we developed an experiment where buyers and their internal
customers were able to show their behaviour in a situation where the price-quality
tension was present. The goal was to find evidence for the influence of professional
norms of buyers on the impact of financial incentives on the buyer’s decisions. We
hypothesized that besides monetary incentives, buyers will also be influenced by the
context of providing quality to the buyer, even if such context is in contrast with
maximizing own payoffs. This was based on the empirical investigations by Goodrick
and Salanic (1996) and supported by Anderson (2009) that the effect of economic
incentives depends on professional norms.

We run the experiment with both purchasing professionals and students as
populations in order to minimalize external validity problems (Bracht & Glass, 1968;
Roe & Just, 2009). More specific, it allowed us to identify the impact of professional
purchasing norms on ‘purchasers’ - as only for purchasers - norms are expected to have
impact on the behaviour of purchasing professionals and not on the behaviour of
students.

Experiments are often with student-participants. The use of students in experiments
has been favoured by researchers (e.g. Belot et al., 2015) because students are
accessible, easy to recruit and behave as any other human. Especially in social dilemma
games such as the Dictator Game, Trust Game and Public Good Game, students are
often used. The use of students in experiments has also been criticized by researchers
and this has led to encouragement to use dual samples of students and non-students
(e.g. Druckman & Kam, 2009). In our experiments, with students and purchasing
professionals, we will run incentivized economic experiments. In two different
treatments, we use either (1) a neutral framing of the decision problem how to divide
an amount of money between the decision maker and the passive other participant, or
(2) a formulation designed to trigger the professional norms of the profession when
making that decision. Hence, the decision-making participants in our study make a
one-shot decision that affects their own income from the experiment and the income
of one other experiment participant, who remains passive in the decision process.

We compare behaviour of a sample of purchasing professionals in the treatment with
a framing designed to trigger professional norms of the purchase professionals to
behaviour of another sample of the purchasing professionals deciding without this
framing. We show that the framing significantly affects decisions of the professionals
only. We interpret this as evidence that professional norms are triggered in the process
of decision-making and affect decisions. As a robustness check, we confirm that the
imposition of the same professional-norm framing on student subject pool has no
impact on behaviour. Finally, we find a link between the length of exposure to the
profession and the impact of the professional norm, consistent with norm
internalization as a long-term process.

The background of the set-up in fact deals with a moral hazard problem (Rauh, 2014;
Keser & Willinger, 2007; Fehr & Schmidt, 2004), since these typically arise when
monitoring or measurement costs preclude provision of monetary incentives directly
linked to the effort exerted on a particular task. We propose that professional norms
can serve as incentives, alleviate moral hazard problems, and give rise to behaviour
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that cannot be incentivized by monetary incentives. We expect that when decisions are
properly framed, the frames crowd in intrinsic incentives associated with should be
done when following certain professional norms and standards. Strengthening the
association between tasks performed and professional standards might provide an
inexpensive and effective way for firm managers attempting to provide incentives in
situations when moral hazard problems are pervasive.

Describing the situation in moral hazard terms, we observe that purchasing
professionals procure goods and services for firms (for-profit or public) and maintain
complex relations with external actors — potential and existing suppliers — and internal
actors — internal customers and other internal stakeholders. The CEO or general firm
manager has to align incentives of the purchasing professionals with the incentives of
profit maximization, resulting from the specific Worldview of that company. Here,
monitoring costs may prevent proper evaluations. While internal customers of the
purchasing departments within firms produce output, which is directly observable by
these general firm managers, the inputs into this production - as co-determined by the
purchasing departments - are not observed by these firm managers; only the price,
usually not even the total costs. Accordingly, the firm managers attempt to set
incentives for the purchasing departments in terms of targets that are easy to measure
— costs reductions — while the internal customers are affected by a wide range of
aspects of inputs provided by the purchasing departments, which we in a summary
term refer to as ‘quality’. This quality is difficult to assess by the outsiders - e.g. firm
managers - and difficult to quantify. It is a multidimensional aspect of the inputs
provided, including a complex set of interdependent aspects such as the timely delivery
of the correct type, number and specified goods/services, the best choice of the external
supplier in the current conditions, the length of the contract and hence the
commitment of the external supplier and so on.

The traditional focus of purchasing and supply management, on cost reduction, still
holds sway with many researchers and practitioners (Van Weele & Van Raaij, 2014).
Research on purchasing performance measurement (PPM) shows that KPIs for
purchasing departments are dominated by, on the one hand, price and cost and on the
other, by more quality-driven measures such as on time delivery, accuracy and
professionalism (Chao et al., 1993). The PPM research domain also focusses on the
relationship between PM and internal customers (Kumar et al., 2005) and the struggle
to establish the correct priority. Buyers tend to focus more on price, and internal
customers more on quality.

Imagine a purchasing manager is subject to Worldview demands for cost cutting. There
may be even financial incentives linked to that goal, with targets and a bonus. A
professional norm which requests from the professional purchasers to put a sufficient
weight on the quality of services offered to the internal customer by the purchasing
department - rather than paying only attention to the pecuniary incentives of cost
minimization - might represent a countervailing force on that cost minimization.
Therefore, we will test whether professional norms of purchasers have an impact on
their behaviour by using an incentivized economic experiment.
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The particular professional norm referred to in our experiment corresponds with the
number one ethical issue ranked out of 44 ethical issues among CIPS members and
associate members: “failure to provide products and services of the highest quality in
the eyes of the internal customer” (Cooper et al., 1997, p. 191).

Dictator game

We have implemented a dictator game in our experimental design, with four
treatments (with and without framing and a subject pool with purchasing professionals
and students). A dictator game is a ‘game’ often used in experiments involving moral
hazard and ‘other-regarding’ preferences with an allocation task (e.g. Engel, 2011; Berg
et al., 1995; Kahneman, 1986). We adopt the stream that - in dictator games - giving
reflects altruistic preferences or a taste for fairness by pointing altruistic behavior.
Some scholars challenge these interpretations (e.g. Bardsley, 2008; Oosterbeek et al.,
2004).

A participant of the experiment chooses a division of resources between oneself and
the other anonymous participant in the experiment. In one of the treatments, the
allocation decision is simply a division of money between two individuals, which we
referred to as ‘group’. In the other treatment, the same allocation decision takes place,
with an added framing. This framing comes in the form of ‘names’ we give to the
participants — ‘Purchaser’ and ‘Internal Customer’ — and in describing the
consequences of each decision not only in terms of money but each decision is referred
to as an (abstract) quality level provided to the recipient. By using this framing, we
attempt to trigger the professional norm that (possibly) exists.

In the framed treatment, the decision-maker is referred to as Purchaser and the
recipient is referred to as Internal Customer. Each allocation feasible for the Purchaser
is now represented not only as monetary consequence but is also associated with a
quality level, labeled as A1, A2, B1... up to E2. The quality level is described as highest
in decision A1 and decreasing up to the lowest quality level in decision E2. At the same
time, the highest quality A1 corresponds to a division of the money that gives the lowest
payoff for the decision-maker and the highest possible payoff for the recipient. As the
quality decreases, the payoff to the decision-maker increases. When the decision-
maker wants to pursue own material self-interest only, he or she has to sacrifice the
(abstract) notion of quality, since this results in the best bonus or other financial
reward. Choosing higher amount of money for oneself now implies not only low
amount of money for the recipient — just as is the case in the control treatment — but
also implies low quality for the recipient, the Internal Customer. The recipient is thus
harmed in material terms, while the decision-maker benefits in material terms. At the
same time, if providing low quality is constrained by avoiding the breaking of the
professional norm, then we expect that professionals will be more generous in the
professional treatment with framing, due to the activation of their professional norms
in this treatment.

In the next section (4.4) the description of the experimental sessions with purchasing
professionals and students will be given.
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4.4 Experimental sessions for professionals and students

In total there were sessions on three different dates and places with 95 participants.
The first session with purchasing professionals took place in September 2015 during a
conference of the Netherlands Association of Purchasing Managers (NEVI) at the
Nyenrode Business School in Breukelen, the Netherlands. Participants were informed
about the experiments by e-mail and could join a session before or after a plenary
meeting of the conference. In this way, we could exclude a spill-over of information
about the experiments between the sessions. We ran two framed treatment sessions
before the plenary, organized back to back, and one neutral session after the plenary.
Here 38 professionals participated, 29 in the framed sessions, and 9 in the neutral
session. We chose to over-sample the participants into the framed sessions to obtain a
richer dataset on participants of various backgrounds. The second experiments with
purchasing professionals took place on a similar occasion of NEVI in November 2015.
18 professionals participated, 8 in the framed session and 10 in the neutral session.

The experiments with students took place in October 2015 in the NSMDecisionLab at
the Radboud University Nijmegen, the Netherlands. Students were recruited through
the online recruitment system ORSEE and assigned to one of the treatments. All
sessions were planned back-to-back to avoid spill-overs. Out of 40 students, 20
participated in the framed session and 20 in the neutral session. In all sessions,
subjects were seated in isolation, preventing any interaction with other participants.
Instructions were read aloud by the experimenter, and subjects were allowed to ask
questions privately, if they needed clarification. Subjects were informed that they
would be able to collect their earnings immediately after the experiment, in a sealed
envelope. In that way, the experimenter distributing the earnings would not be aware
of the other earnings of the specific participant collecting his/her earnings based on
own participant number. The only difference was that the exchange rate gave three
times as much payoff to the professionals (maximum of 30 euro) as to the students
(maximum of 10 euro) for each alternative, in order to account for the higher
opportunity costs of time of the professionals compared to the students (e.g. Beyer et
al., 2014; Achtziger et al., 2014).

The decision screen is represented in Table 4-2 and presents the decision table we used
in the experiment in the Framed treatment. It visualizes the link between the level of
quality associated with the individual alternatives, and the monetary consequences (in
Euro) of each alternative for both decision maker and recipient. Hence, it gives the
earnings for the Purchaser and the Internal Customer for each decision the ‘dictator’
makes.
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Table 4-2 The Decision Screen for the ‘Dictator’

My role is: PURCHASER (Decision-maker)
My earnings are in the grey column; the earnings of the other person are in the white column

Lo:lvigshtersetvizit:for Highest quality of input Levi_l of q;:ality = Earninlgs to the Pu:"chaser Earnings to the Internal
Purchaser - /| for the Internal Customer action chosen = = P
A1 3 30
A2 6 27
B1 9 24
B2 12 21
Cc1 15 18
Cc2 18 15
D1 21 12
C + : D2 24 9
_-owest cost= Lowest quality of input E1 27 6
Highest revenue for for Internal Customer E2 30 3
Purchaser
| choose the following action | A1-A2-B1-B2-C1-C2-D1-D2-E1-E2
(level of quality). Circle one.

After making a decision, the experimenter collected the decision-sheets and
implemented the random assignment of roles to the decision-maker and in front of the
participants. Subjects filled in a short questionnaire and the experiment was finished.
The total number of participants in the experiments exceed or match the numbers used
by other comparable laboratory experiments (e.g, Hennig-Schmidt & Wiesen, 2014;
Ribbink & Grimm, 2014; Eckel & Grossman, 1998). The session table can be found in
Table 4-3 below.

Table 4-3: Session table (experiments in chronical order)

Session | Treatment Participants N
S1 Framed Professionals 12

S2 Framed Professionals 16

S3 Neutral Professionals 9
sS4 Framed Students 20

S5 Neutral Students 20
S6 Framed Professionals 8
S7 Neutral Professionals 10
95

Elaboration on samples

The professional sample consisted of 55 participants. Of these, 67.3% were male and
32.7% female, 60% had an education on bachelor level and 40% on master level. Of the
purchasing professionals 61% graduated also on a specific NEVI purchasing program.
62% of the professionals responded to be active in the field of purchasing for more than

90



10 years and also 62% was mainly active in the private sector. 38% of the professionals
responded to be active in the public sector.

The student sample consisted of 40 participants. Of these, 55% were male and 45%
female, 87% were bachelor students and 13% were master students. Their average age
was 20.8 years and 8% had some practical experience with purchasing.

4.5 Decisions of the participants and results

4.5.1 The professionals

Let us first focus on the decisions of the 55 purchasing professionals. The main
explanatory variable is the treatment variable ‘Framed’ that equals to 1 in the Framed
treatment and equals to 0 in the Control treatment without framing, labelled ‘Neutral’
in Table 4-4. Other explanatory variables that we use to control for our results are
Gender, Experience (category of years of experience in the profession), PriorityHighQ
(answer to the question about priority for high quality above low price in the
purchasing profession, in Likert scale format), and Type of education as another
important vehicle for professional indoctrination (NEVI 1, 2, 3, other; introduced as
indicator variables). Table 4-4 summarizes decisions of the professionals taken in both
treatments. The allocations made by the professionals in the framed sessions differ
clearly from those made in the neutral sessions. We observe that the distribution is
shifted towards keeping more for oneself in the Neutral treatment. Indeed, while
nobody chooses to make the three most extreme self-favouring decisions in the Framed
treatment (D2, E1 & E2), these are the choices of 21% of the participants in the Neutral
treatment.

Table 4-4: Decisions in Neutral and Framed treatment by professionals.

Earnings Earnings Professionals | Professionals

PM (£€) IC (€) Framed Neutral
Al 3 30 14% 11%
A2 6 27 8% 5%
B1 9 24 11% 5%
B2 12 21 14% 0%
C1 15 18 14% 21%
Cc2 18 15 28% 26%
D1 21 12 11% 11%
D2 24 9 0% 0%
E1l 27 6 0% 5%
E2 30 3 0% 16%
N 36 19

Note: ‘Earnings’ for the IC should be viewed as ‘Costs’ for the PM
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Overall, these observations suggest that the participants as decision-makers act more
selfishly, without regard for the other participant, in the Neutral treatment, and the
introduction of the framing into the decision problem shifts their attention to other
decisions and increases their ‘altruism’ resulting in increased willingness to benefit the
recipient. In the framed sessions the majority of the decisions had a higher (abstract)
quality for the recipient, framed as Internal Customer. Importantly, the majority of all
decisions in the framed sessions favours the passive receiver, in the framed text the
Internal Customer. That means the Decision-Makers choose actions that are associated
with high quality, an aspect of a professional standard that Purchasers in the profession
are expected to uphold according to the most prominent theories of the profession.
This, despite the fact that such ‘high quality’ decisions are costly for the Decision-
maker. From the perspective of monetary allocations, the Decision-makers thus
behave more ‘altruistically’ since they benefit the passive receiver.

Observation 1: Professional Purchasers make decisions that favour the internal
customers significantly more-disadvantaging oneself in the decision - when the
decision problem is framed as providing high quality to the internal customer rather
than as a pure distributional decision.

Our observation is supported by the one-sided Mann-Whitney U test that we run on
the decisions in the two treatments, with and without framing, among professionals
The behaviour of the professionals in the neutral and framed treatment are
distinguishable from each other (p=0.024). The treatment activating the professional
norms by framing of the task as the provision of high quality to the internal customers
results in higher payoffs to the internal customers, than when the framing is absent.

Additional Professionalism background variables

Apart from professional norms, we also looked at a number of respondent attributes
and checked if they had an impact on the decision-making process. In our theoretical
observations, we already stated that we expected that ‘length of exposure’ should make
a difference. Since literature explicitly states that sector does not make a difference, we
included a division between public sector and private sector but did not expect
significant results, which proved correct. The same in fact applies to a variable like
gender. As for the level of formal purchasing education, we expect that prescriptive,
proscriptive and injunctive norms are transferred at each level of education, but that
the contents of transferred descriptive norms would differ between educational levels.
That would mean that when testing a prescriptive norm — which in fact is what we did
— ‘length of exposure’ should matter but level of education should not. ‘Any type of
formal education’ should however matter, as a reinforcer of professional norms.

Next to these attributes we can measure in a rather objective way — ‘number of years
in the profession’, ‘level of education expressed in official diplomas’ or its aggregate
‘any type of formal purchasing education’ — we included a number of more subjective
variables. These dealt with familiarity with and understanding of the concepts and
theories referred to in the framing set-up. These variables are subject to risky validity
because of self-enhancement effects, experiment effects and social desirability effects.
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Appendix H gives a further description of the attributes measured and a Pearson
correlation between them. The subjective answers or attributes dealing with the
familiarity with the theory, understanding of the theory relevant to price/quality trade-
offs, and application of the theory in professional life were highly inter-correlated,
indicating rather internally consistent answers. However, relating these answers to a
variable TruePQ which serves as an objective measure of the participant’s revealed
knowledge of the theory that would apply in the particular context, we became aware
that (1) the participants overestimated their familiarly with the theory and its
implications, but (2) those that asses that they use the theory in life are more likely to
actually be aware of the implications of the theory.

We will now test our earlier mentioned expectation that both the ‘length of exposure’
— operationalized as years of experience — and ‘any type of formal purchasing
education’ — operationalized here as any level of professional NEVI certificate obtained
- do have an impact on the strength of norms as expressed in the actual decision made.
Table 4-5 describes the results of the Tobit regression.

Model 1 Model 2
Variable Coeff | Std.Err.| Coeff |Std.Err.
Experience -.214 175 |-.354% |.170
Treatment
Framed -1.735 | .763* n.a. n.a.
Constant 6.887 | 1.013 5.786 .835

N 55 36
PseudoR2 0.0260 0.0278

Table 4-5: Tobit regression explaining Decision-maker’s action.

* = significant at 0.05

By controlling for the exposure to the norms, and demographic variables like gender,
we explain the decided level of quality, associated with a particular chosen payoff
distribution between the decision-maker and the passive recipient. We use a Tobit
regression, allowing for censoring of the value at the lower and upper range of the
available alternatives, somewhat neglecting that the variable of interest is not
continuous.

Model 1 contains data from both treatments. Model 2 is restricted to decisions in the
Framed treatment. In Table 4-5, we drop the additional demographic variables —

93



including gender? and level of education - because they do not contribute at a
satisfactory level of significance to the model. The negative beta values refer to the
reduction in the share the decision maker keeps, going from E1 in the direction of A1.

We find that the treatment dummy Framed - representing the influence of
professional norms - explains the decision made by the decision maker. Subjects give
more to the recipient in the Framed treatment compared to the Neutral treatment. This
amounts to an increase of about 20% of the endowment to be allocated to the recipients
(internal customers) in the treatment Framed in terms of choosing alternatives
implying not only material payoff but also quality for the recipient.

The only other variable that mattered: Experience

Table 4-5 shows that the only other variable among the variables we used to test that
contributes — albeit only marginally - to explaining decisions in the experiment is the
variable Experience, measuring the time spent in the profession. This is in line with
our expectations. What surprised us to some extent was that the variable ‘Any type of
formal NEVI education’ did not show any relation at all with the other variables, nor
with the type of decision made.

When considering the full sample, with both treatments, the experience variable is not
significant and only the treatment variable is significant. This would indicate that in
case no explicit reference is made to the professional norms, purchasing managers
behave more selfish. However, in case reference is made to the norm, managers with
experience respond more ‘altruistic’ than purchasing managers with less or no
experience.

The impact becomes more pronounced when we allow for a difference between
‘beginners’ in the profession, and ‘professionals with a long experience’. For this
purpose, we define a new categorical variable: ‘beginners with less than 2 years of
experience’, ‘professionals with 2 to 10 years of experience’, and ‘established
professionals with more than 10 years of experience’. In Figure 4-1 we summarize the
link between the decisions in the experiment and the years of professional experience
according to this categorical variable.

1% This is in line with the findings of Bolton and Katok (1995) who find no differences between men and women
in dictator games. This differs from findings from Eckel and Grossman (1998) who found that women are less
selfish in dictator games. According to Eckel and Grossman (1998) the contradictory results may be caused by
specific dictator game design aspects such as level of the stakes, information density and social distance.
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Figure 4-1: Average decision and years of professional experience.
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In Figure 4-1, the average decision is given, depending on professional experience in
years, between beginners (less than 2 years of experience), professionals (between 2
and 10 years of experience) and established professionals (more than 10 years of
experience). The score of the Neutral treatment suggests that experience has no
influence on whether purchasing professionals are more or less ‘altruistic’ — or ‘selfish’.
Once the situation explicitly is framed as something where a professional norm applies,
all managers with 2 years of experience or more respond in a more ‘altruistic’ way,
allowing for more quality, as is the norm. Managers with no experience or less than 2
years, do not seem to respond to the appeal of the norm. This is in line with the 1997
CIPS publication, that shows a difference in ranking of ethical issues between
‘Members’ and ‘Associated Members’. While the issue we tested is number one among
the Members, it ranks number 5 among the Associate Members (Cooper et al., 1997,
Table 2, p. 192).

Observation 2: Purchasers that are for a longer period in the profession are more
likely to be affected by the framing appealing to the professional norms of the
Purchasers. They choose allocations that favour more the Internal customer (by higher
quality), despite the monetary costs to oneself.

Observations 1 and 2 summarize that the decisions of Professionals are affected indeed
by their professional norms to the extent that they forego material incentives in order
to satisfy the norm and pay attention to the quality framing in the treatment. In the
experiment, providing higher quality amounts to sacrificing more monetary payment
for oneself and to provide higher monetary amount to the participant representing the
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Internal Customer. In order to assess the robustness of this observation, we run
additional sessions with students.

4.5.2 The students

In the sessions with in total 40 students, we use the same instructions as with the
professionals. We expect, given that the students are not likely to be exposed to the
purchasing professional norms to the extent that the professionals were, that there will
be no impact of the professional framing on the behaviour of the students. Indeed, this
is exactly what we find, see Table 4-6 for a summary of all decisions made by students
in both treatments. The behaviour of the students in the neutral and framed treatment
are indistinguishable from each other (Mann-Whitney U test, p=0.989). In both
decision situations, nobody gives away everything and 15-20% keeps everything. The
most altruistic decision-making students still keep 45% and give away 55%:

Earnings |Earnings |Students Students

PM (€) IC (€) Framed Neutral
Al 1 10 0% 0%
A2 2 9 0% 0%
B1 3 8 0% 0%
B2 4 7 0% 0%
Cl 5 6 20% 10%
C2 6 5 30% 55%
D1 7 4 35% 10%
D2 8 3 0% 0%
El 9 2 0% 5%
E2 10 1 15% 20%
N 20 20

Table 4-6: Decisions in Neutral and Framed treatment by students.

Observation 3: Students are not likely to be affected by the framing appealing to the
professional norms of the Purchasers. In both treatments, they choose allocations in
line with earlier experiments based on a dictator game (Engel, 2011).

4.6 Findings, conclusions and discussion
4.6.1 Findings

In our multi-treatment experiment with in total 95 participants with 55 purchasing
professionals and 40 students allocated resources between oneself and another
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participant of the experiment. In one treatment, this allocation was formulated as
providing quality for the receiver. This context is well known, relevant for the
purchasing professionals who participated in the experiments and appeals to an
established norm. In their profession, providing quality to the internal clients is costly
and purchasing professionals face a moral hazard problem. Their professional norms,
however, stress the importance of quality considerations, as oppose to pursuing pure
money-maximization (or cost minimization) goals. In the experiment, high quality was
associated with lower payoffs for the deciding participant, the purchasing manager.
Participants decided anonymously and received their earnings without the scrutiny of
the experimenters. In this way, we eliminated the demand effects for upholding
professional norms, and allowed that the participants would allocate freely the money
in any way they desired.

We find that purchasing professionals allocate more money to the receiver when such
allocation is associated with providing quality (see Figure 4-2).

Figure 4-2: Cumulative allocation of money professionals Framed and Neutral
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A1, A2, B1 ... represent allocations of monetary associated with a quality level. A1
corresponds to a division of the money that gives the lowest payoff for the decision-
maker and the highest possible payoff for the recipient which in dictator games is
referred to as ‘altruistic’ (e.g. Engel, 2011) or ‘giving’. E2 corresponds to a division of
the money that gives the highest payoff for the decision-maker and the lowest possible
payoff for the recipient which in dictator games is referred to as ‘selfish’ (e.g. Engel.
2011).

As we described, decisions associated with high quality, however, are more costly to
the decision-makers, and professionals earn less when their decisions are framed
around providing quality. This in contrast to the same decisions, made without
reference to quality. We verify that this treatment effect is not due to the quality
wording rather than due to the professional norms.
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Students exposed to the same framing - while obviously lacking the professional norms
of the purchasing profession - are not affected (see Figure 4-3).

Figure 4-3: Cumulative allocation of money for students Framed and Neutral
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Decision A1 is in dictator games (Engel, 2011) referred to as ‘most altruistic’ or ‘most
giving’. Decision E2 is referred to as ‘most selfish’. Students make about the same
decisions with and without the reference to quality.

Our observations have important implications for managers of firms aiming to resolve
moral hazard problems. While in literature, incentives systems based on strengthening
the monetary incentives, or naming and shaming have been discussed in this context,
we propose that professional norms could play an important role in incentivizing
professionals, and possibly replace pecuniary incentives in tasks burdened by
monitoring and enforcement costs. Professional associations could play an important
role in achieving such social welfare objective, by formulating and disseminating
professional norms that would decrease costs associated with other forms of
incentives.

Our observations also contribute to the ongoing discussion whether experiments must
be done with students or with practitioners. In our experiments, the student results in
the framed sessions show different results, the adding of purchasing context seems
relevant for the professionals and not for the students. As we described, previous
research has asserted that social norms interact with economics incentives, or that
moral norms effectively constrain behaviour. Norm-driven behaviour grounded in
professional norms seems in our case to override the pecuniary incentives in place. We
demonstrated the strength of professional norms in incentivizing behaviour and in
suppressing self-interest in the interests of the goals promoted by the norm.
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4.6.2 Conclusions

Purchasing professionals are influenced by professional norms and comply with them
even if it is costing them personally money. When a framing is used that might trigger
their professional norms, this indeed affects their behavior and purchasing
professionals become more concerned with providing (abstract) quality to the recipient
— the internal customer - even if this is costly to them. When professional purchasers
recognize a situation as one where certain professional norms apply, they become more
‘altruistic’. We provide evidence from incentivized experiments that professional
norms can act as a countervailing force offsetting the impact of monetary incentives.

We therefore add professional norms to the list of norms able to combat narrow self-
interest, or to power down — at least partially — the extrinsic pecuniary incentives. More
research is required to identify the exact scope and degree of interactions of
professional norms with other incentives. We also observe that professional norms
may take some time to become ingrained, and questions arise on the most effective
ways of supporting the process of their internalization.

Our hypotheses have a number of theoretical implications that build on prior research
professional norms and incentives. We linked that to the field of purchasing and supply
management. Ho is rejected, we find support for Hi1 that professional purchasing
norms are a countervailing force offsetting the impact of financial incentives — given a
specific purchasing context (see Appendix F; Instruction Sheet Framed).

4.6.3 Discussion

The relatively new method (e.g. Wacker, 1998; Deck & Smith, 2013) in purchasing of
using economic experiments proved to be useful. The results were significant and
valuable. We are aware of the relatively small size of our population, even when this is
comparable to other publications. Especially the impact of ‘experience’ would require
more experiments and different set-ups to really know its influence or importance.
Because of this, we would like to see a larger number of participants in the experiment
and expand the experiment with more situations related to feed-back and
communication issues. Also, it would be interesting to check on other variables that
may play a role (e.g. Achtziger et al., 2015) and test the difference between the
prescriptive norms as we use here, and descriptive norms, where we expect level of
education to play a role.

The non-significant score of ‘any type of education’ and ‘gender’ is worth checking in
future experiments. We make a note here that we would suggest to make a difference
between more descriptive norms — dealing with more practical issues that one learns
from observation how things are carried out and done - and prescriptive norms like
more ethical type of norms. In theory, the level of education should have a relation with
the diffusion of descriptive norms, while variables like ‘any type of education’,
‘participation in the network of purchasing professionals’ and ‘work experience’ might
have an impact on the diffusion and internalization of professional prescriptive norms.
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As we described, we only focused on the ‘contagion’ part of the selection/contagion
model (Leenders, 1995). It might be interesting to include the ‘selection’ part and test
the relevant attributes of students in a purchasing management master, comparing
them with for instance students in medicines or biology, to see whether we find
significant differences in ‘altruism’ or other attributes. Similarly, we might run
experiments where we compare purchasing managers who typically deal with ‘leverage’
quadrant suppliers, with ‘strategic quadrant’ suppliers; since differences in personality
and attitudes are described in literature for the various ‘types’ of purchasing managers,
depending of the ’arena’ they operate in (Bichon et al., 2010).

This way we also could look into whether there are strong differences between the
impact of descriptive norms related to analytical tools and procedures on the one hand,
and ethical codes coming from prescriptive and proscriptive norms on the other hand.
The significant impact of professional norms is a valuable argument for setting up
policies codifying ethical and professional behaviour. Knowing which policies should
be focused on which types of norms would be a welcome and necessary next step.
Therefore, this is a just a first step. We hope more will follow.

We would recommend repeating this experiment with other set-ups in terms of feed-
back and communication, other items and set-ups to check the impact of professional
purchasing norms on different issues and topics, both as prescriptive norms and
descriptive norms. We also would be interested to see whether there are company or
sector specific or even international differences, reflecting on the one hand cultural
differences, but maybe also the strength of company or sector specific professionalism
or the impact on professionalism of the local national purchasing professional
organization.

For managers, we would recommend to include the results of this study when
recruiting purchasing professionals or setting up or revising incentives schemes.
Knowing with which kind of professional norms a new employee enters the
organization or finding the right balance between extrinsic monetary related incentives
and resulting rewards and rewards that come from adhering to professional norms
should be all part of an overall package.
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Chapter 5

Conclusions, limitations and future research

The majority of work in this chapter has been done by the author of this dissertation. Feedback from
promotors and co-promotor was implemented during several revision rounds.
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5 Conclusions, discussion and future research

This chapter starts with an introduction (5.1), followed by conclusions (5.2) and
managerial recommendations (5.4). Then our academic contribution (5.3). This
chapter ends with limitations, discussion and future research (5.5).

5.1 Introduction

This research started with curiosity about the question ‘why’ buyers do not always
apply what they (should) know from theory, experts or even textbooks? Based on the
assumptions that it is not the lack of awareness of the theory and theory is assumed to
be applicable (see Chapter 1), this not applying of what seems to be the right way
constitutes a potential risk that purchasing will underutilize its ability to contribute
positively to firm performance.

Based on the initial gap model presented in Section 2.3, a multi-case research
programme was designed. Questionnaires were developed for buyers and for their
internal customers and a total of nine cases were investigated (see Chapter 2). From
these case studies several gaps were found between theory and actual behaviour and
between actual and ideal behaviours. We also found gaps in terms of financial
incentives on offer to PM and to their internal customers. From this case research it
was concluded that purchasing knowing-doing gaps existed and by analysing them
individual and cross case wise, we found out that financial incentives seemed to play a
major role in steering purchasing behaviour, yet no immediate conclusions on their
precise impact on purchasing knowing-doing gaps could be made.

After we went back to the literature (see Chapter 3), in an attempt to explain the
ambiguous case results we wanted to know to what extent professional norms play a
role in influencing behaviour of purchasing professionals; in particular, how financial
incentives and professional norms interact. Literature showed that in general non-
financial incentives such professional norms could influence the impact of financial
incentives.

In a multi treatment laboratory experiment with students and purchasing
professionals (reported in Chapter 4) we tested to what extent purchasing
professionals and students are influenced by financial incentives and social incentives
in the form of professional norms. The experiment helped us to better understand why
the use of financial incentives is not always conclusive.

In the next section (5.2 )the conclusions are summarized.

5.2 Conclusions

As discussed in Chapter 1, the objective of this research was to obtain knowledge and
insights concerning the influence of financial and non-financial incentives on the
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difference between what professional buyers know about purchasing (what they should
ideally do) and what they actually do.

The first research question (RQ1) was: “Do purchasing knowing-doing gaps exist?”.
Our research (see Chapter 2) confirmed that gaps between actual and ideal purchasing
behaviours did indeed exist. The second research question (RQ2) was: “To what extent
do financial incentives have an impact on purchasing knowing-doing gaps?”. We
concluded that financial incentives have impact yet are neither a sufficient nor a
necessary precondition for reducing purchasing knowing-doing gaps (see Chapter 3).
The third research question (RQ3) was: “What is the influence of professional norms
on the impact of financial incentives?”. We found that professional norms have a
crowding-out effect on the impact of financial incentives (see Chapter 4).

Overall, we found that purchasing professionals, are influenced by financial incentives.
This is in line with other research, which is mainly non-job specific. Professional
purchasing norms are a countervailing force offsetting the impact of financial
incentives framed in a specific purchasing context. We therefore add professional
norms of purchasing professionals to the list of factors that are able to combat narrow
self-interest, or to play down — at least partially — financial incentives (see Chapter 4).

In the section below, we discuss the contribution of our research to science (5.3) and
we offer managerial recommendations (5.4). Finally, we assess the limitations of our
findings and offer suggestions for further research (5.5).

5.3 Academic contribution

In this research multiple bodies of knowledge i.e. firm performance, financial and non-
financial incentives, internal and external arenas, knowing-doing gaps and norms are
used to obtain knowledge and insights concerning the influence of financial and non-
financial incentives on purchasing knowing-doing gaps. This research also applies
different research methods (e.g. case study and experiments) grounded in two major
theories (grounded theory and agency theory) and linked to several academic streams
like psychology, sociology and (behavioural) economics. The research combines HRM
and purchasing and it is more from general management perspective than purchasing
management. We see the contribution of this research on four aspects: (1) purchasing
literature, (2) incentives research, (3) use of laboratory experiments and (4) agency
theory. Each of these is shortly highlighted below.

Purchasing literature

There is growing attention for behavioural research within the field of purchasing and
supply management. Research specific on incentivized behaviour or compensation
systems for buying professionals is scarce, most of it dates from the late 1990s.
Moreover, in the purchasing literature relatively limited attention is given to buyer —
internal customer relations; buyer — supplier relations appear to be far more ‘popular’
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topic amongst researchers. In this thesis, we argue that the influence of financial and
non-financial incentives on buyer behaviour while interacting with the internal
customer should be an interesting and important field in purchasing and supply
management research.

Incentives research

Research on incentives is often focussed on whether incentives work or not. In this
dissertation, we wanted to step away from this ‘will it work or not’ discussion and focus
more on how incentives work. We know they can influence behaviour and
performance, but how (and why) do they work, how do they influence motivation
(Gneezy et al., 2011) and how to optimize these effects.

Use of laboratory experiments

The growing attention to the more behavioural aspects in research in the field of
purchasing and supply management demands the use of another set of scientific
instruments (e.g. Wacker, 1998; Van Weele & Van Raaij, 2014). By using an
experimental approach in this purchasing and supply management-based research we
have also contributed to the knowledge on this underutilized methodology in this field
(Deck & Smith, 2013).

Agency theory

As we discussed in Chapter 1, agency theory has been subjected to a number of
criticisms. Our attention to professional norms has provided new input into the
ongoing development of agency theory and provided another stimulus for extending
the behavioural aspects. We introduced the sociological concept of isomorphism that,
unlike most economic theories, does not place its emphasis on humans as rational
actors. The concept of isomorphism is useful in understanding the existence and role
of professional norms and we would encourage its greater application in behaviour-
oriented research within the field of purchasing and supply management.

5.4 Managerial recommendations

We formulated the management problem as: “What can managers do with financial
and non-financial incentives to reduce purchasing knowing-doing gaps?”. Related to
this problem, below some managerial recommendations from this research are
summarized.
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It is important for managers to realize that financial incentives do influence the
behaviour of buying professionals: individually, in their relationship with internal
customers, and also when in buying or commodity teams. Managers should probably
be more aware of exactly how the PMs financial incentives are set. As was to be
expected, in our research we found evidence that financial incentives do influence PMs
behaviour. This implies that when the financial incentives are not sufficiently aligned
(e.g. with IC incentives, with business objectives, etc.), the resulting PM behaviour will
be accordingly. And actually, that PMs might do things differently from what they are
expected to do from a purchasing theory point of view.

Further, the intuitive influence of financial incentives based on the basic laws of
economic behaviour — that if one wants people to perform better, they should be
rewarded — does not always hold true. There is no general rule that can be applied, one
has to incentivize certain behaviours with financial and non-financial incentives and
how to do this is context-dependent.

Managers should be aware that the general understanding that financial incentives can
influence the relationship between buyer and IC in a way that profits the entire
organization is in itself too vague to act upon. It is like having a safe full of gold — one
has to find the right combination to open it and benefit from its valuable contents. To
‘access the gold’ and use to full potential of purchasing, managers need to establish the
right ‘combination’. This ‘combination’ consists of at least (1) a detailed description of
the purchasing and supply management processes, with (2) clear understanding of
buyer — internal customer interactions (this needs not only to establish the rationalities
of the processes but also risks and other behavioural preferences) and (3) a job- or task-
specific incentives system.

We believe that the findings from our experiment in Chapter 4 can offer useful
additional insights and have important implications for managers. We found that
purchasing professionals are influenced by the norms of their profession and tend to
comply with them even if this costs them personally in monetary terms. Knowing the
company specific professional norms and understand what these professional norms
really mean in daily practice is the first step in using them to steer buying behaviour
and to reduce the purchasing knowing-doing gaps at hand.

Our suggestion is that managers investigate the professional norms of their own
purchasers in order to better understand the impact of those norms on already
incentivized behaviour. Also, when new buyers are recruited, their actual professional
norms should be assessed upfront (for instance with company specific experiments),
in order to match these to company- or sector- specific professional norms. In Chapter
4 we argue that professional norms could play an important role in incentivizing
professionals and possibly replace financial incentives. This is even more important
when the direction in which the financial incentives at hand should steer is off target
for the buyer, the internal customer or the organization itself. Replacing would also
mean that less money is spend and that is on its own a nice cost saving.

Professional associations (such as NEVI) and educational programmes play an
important role in establishing norms for buying professionals (see Chapter 3). And
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although these norms are not company specific, they can play an important role in
formulating company specific professional purchasing norms.

5.5 Limitations, discussion and future research

This section starts with limitations (5.5.1), followed by discussion and future research
(5.5.2).

5.5.1 Limitations

Knowing-doing gaps, as defined by Pfeffer and Sutton (1999), are not unique to
purchasing and supply management nor are incentives research and behavioural
research. Our research has combined multiple research fields (e.g. HRM, psychology
and sociology) several bodies of knowledge and two main theories: agency theory and
grounded theory (see Chapter 1). Some of them are addressed individually in
dissertations. As a consequence, this dissertation has not fully utilized the knowledge
and insights available from each.

First limitations concern the explicit assumptions we made (see Chapter 1). We could
have challenged some of the assumptions more than we did in the interviews and in
the experiment. We also had to make choices as to which parts of the knowledge were
essential for investigating purchasing knowing-doing gaps, and the influence of
incentives, from a buyer — internal customer perspective in order to tell our story. By
refining our research focus, several potentially interesting field of research were
eliminated. For instance, the perception differences between buyers and their internal
customers and the choice to first focus on individual incentives and not on team
incentives or difference between the various types of financial incentive
systems/contract (e.g. Backes-Gellner & Pull, 2013). There are also choices we did not
make; for instance, when we decided to focus on financial incentives in our case
studies, we did not go for in depth analyses of the compensation contracts for all PMs
and ICs of the case companies.

Several limitations are inherent to this exploratory case based research (see Chapter
2). The qualitative way that scale items are tested on reliability and validity, more
statistical testing could have been done. In terms of generalizing the findings, one must
accept the number of cases is small and thus extreme caution must be employed in
generalizing.

We should also recognize that we did not have (or created) the opportunity to gain
insights into all aspects of the incentive systems available to the buyers and internal
customers we interviewed, and that we built on their existing perceptions of the
financial incentives.

Nevertheless, this is not necessarily a major handicap as perception is an important
driver of individual behaviour. Future studies could usefully focus more on
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documented incentive systems and carrying this out in Europe would have an extra
value since most of the research on incentives is based on data from US-based
organizations, and cultural differences can have impact.

In our experiment (see Chapter 4), we used the network of the Dutch association for
buying professionals (NEVI) to provide a sample of 55 purchasing professional
participants that we would later compare with a group of 40 students. NEVI represents
and licences a large proportion of the buyers in the Netherlands, many of whom have
undergone NEVI’s training programmes. Given that this training can build
professional norms, one should be cautious in generalizing the conclusions to all
buyers in the Netherlands. However, the total sample size (N = 95) is at least equal to
many other laboratory experiments on incentives. Furthermore, extending the sample
with non-NEVI buyers could be valuable in being able to generalize the findings to all
buyers in the Netherlands.

5.5.2 Discussion and future research

Notwithstanding the limitations mentioned in the previous subsection, we feel that this
study has demonstrated the relevance of the topic, and that this will inspire further
research on the influence of incentives (both financial and non-financial, and
individual as well as group-based) on the behaviour of buyers within a buyer — internal
customer perspective. Actually we like to propose that within the field of purchasing
and supply management, more attention is given to internal customer orientation. For
that purpose we suggest that the definition of Gadde and Haké&nsson (1993) for
purchasing (and supply management) should be reformulated as: “a company’s
behaviour towards its internal customers and suppliers”.

Although we have provided a theoretical and empirically tested basis, we would
emphasize that more research is required to identify the exact scope and degree of
interaction between purchasing knowing-doing gaps and financial and non- financial
incentives. We have observed that professional norms may take time to become
ingrained, and questions arise as to the most effective ways of supporting the
internalization process.

We see a need for more research on behavioural aspects in purchasing and supply
management, and behavioural experiments seem to be a promising methodology to
use. More specifically, experimental research on the influence of incentives (both
financial and non-financial, and individual as well as group-based) on the behaviour of
buyers when viewed from a buyer — internal customer perspective. We could argue that
the professional norms of the participants in our experiments are a result of their
membership of NEVI and participation in their professional training opportunities
(see limitations). Therefore, experiments on the use professional norms in a single
company, or in a particular sector, where not all the professionals are NEVI members
could provide useful insights and interesting evidence on the way that purchasing
professionals acquire and are affected by professional norms, and whether they still
comply with them when this has personal financial consequences.
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Future research should also investigate how managers can make better use of the
incentives that a specific company provides. Purchasing managers are often able to
choose from a variety of incentives with which to try to influence the behaviour of
buyers in different settings. Future research should investigate the effectiveness of the
incentives in different company specific settings.

Future research on team incentives instead of individual incentives is also interesting
from our perspective. This is especially interesting because in most companies,
purchasing activities appear to be organized in buying teams. There is relevant general
(i.e. not purchasing-specific) research available on team incentives (e.g. Danilov et al.,
2013; Conrads et al., 2013). From literature we know that strategic purchasing requires
creativity (Kiratli et al., 2016). It would be great if future research could help in
understanding if and how organizations should incentivize for creativity.

Overall, we see considerable space for researchers and managers to investigate the
behaviour of buyers and buying teams and in particular, to question the assumption
that buyers are rational economic actors who always respond to the economic-based
‘law of behaviour’ that financial incentives steer behaviour and higher incentives lead
to higher performance.

0-0-0-0-0-0
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Summary

This thesis follows the chronological process of our research on purchasing knowing-
doing gaps; involving emerging research questions, repeated refinement of the
research scope and data analysis inductively building from particulars to a more
general theme. The multidisciplinary research approach combines bodies of
knowledge from HRM and purchasing and is based on theories stemming from
different fields such as psychology, sociology and (behavioural) economics. Multiple
methods such as case study, literature review and a laboratory experiment are used.

Research started with practical insights and evidence from academic literature
(Chapter 1) that purchasing managers do not always do what they ideally should do
(based on ‘theory’ and written down in papers and textbooks). Based on this, the
assumption was that purchasing professionals are perfectly well aware of the theory
and know how to apply it. This lead to the baseline question: “why do purchasing
managers not always apply textbooks?”.

Knowing-doing gaps, as defined by Pfeffer and Sutton (1999), are not unique to
purchasing and supply management. In this thesis, purchasing knowing—doing gaps,
are defined as the differences between what professional buyers know about
purchasing (what they should ideally do) and what one actually does. Purchasing
knowing-doing gaps are a potential risk for underutilization of purchasing from the
widely accepted belief that purchasing contributes positively to firm performance.
Knowing-doing gaps are frequently addressed by scholars and viewed from various
perspectives.

We set out to know whether knowing-doing gaps existed in purchasing (Chapter 2) and
if so, to what extent financial incentives - like base pay or performance-based pay -
have an impact. Gaps existed and could be measured. We found that financial
incentives have a significant relation with gaps, although they are neither a sufficient
nor a necessary precondition for the gaps. In other words; financial incentives were not
conclusive for the existence (and reduction) of purchasing knowing-doing gaps. So, we
wanted to know what else could have an impact. From additional insights from
literature (Chapter 3) we learned that non-financial incentives can have a crowding-
out effect on the incentivized behaviour. Within the non-financial incentives, we
focussed on social incentives and social norms. A social norm is a description of a
behaviour that is acceptable, expected and enforced given a group of individuals. And
like social incentives, we know that social norms interact with financial incentives and
can have a crowding effect. We extended our research focus with non-financial
incentives, in particular, with the professional norms of buyers, which are in fact a
social norm.

We set out to know what the influence of professional purchasing norms is on the found
yet not conclusive impact of financial incentives. In a multi treatment experiment with
95 students and purchasing professionals we tested (Chapter 4) to what extent
purchasing professionals and students are influenced by social incentives in the form
of professional norms. We found that professional purchasing norms are a
countervailing force offsetting the impact of financial incentives framed in a specific
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purchasing context. We therefore add professional norms of purchasing professionals
to the list of factors that are able to combat or to play down — at least partially —
financial incentives.

For managers it is important to realize that financial incentives do influence the
behaviour of buying professionals, yet not always in the ‘rational and economic’
expected way. They should be aware that the general understanding that financial
incentives influence their buyers in a way that it profits the entire organization is in
itself too vague to act upon. Our suggestion (Chapter 5) is that managers investigate
the professional norms of their own buyers in order to better understand the impact of
those norms on already incentivized behaviour.

The academic contribution (Chapter 5) is made by combining insights and literature
from several scientific disciplines and by use of quantitative and qualitative research
methods e.g. case research and laboratory experiments. The use of experiments is not
new to science as such, but ‘underutilized’ in the field of purchasing and supply
management. More research is required to identify the exact scope and degree of
interaction between purchasing knowing-doing gaps and the influence of professional
norms on the impact of financial incentives. With the need for more research on
behavioural aspects in purchasing and supply management, laboratory experiments
seem to be an appropriate methodology to use.
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Samenvatting (summary in Dutch)

Dit proefschrift volgt het chronologische proces van ons onderzoek naar purchasing
knowing-doing gaps; met zich ontwikkelende onderzoeksvragen, herhaaldelijke
verfijning van de scope en verschillende inductieve data-analyses. Purchasing
knowing-doing gaps worden in dit proefschrift gedefinieerd als het verschil tussen wat
professionele inkopers weten over inkoop (ergo wat zij idealiter zouden moeten doen)
en dat wat men daadwerkelijk doet. De multidisciplinaire benadering combineert
kenniscomponenten uit human resource management en inkoop en is gebaseerd op
theorieén die voortkomen uit verschillende wetenschapsvelden zoals bedrijfskunde,
psychologie, sociologie en (gedrags-) economie. In dit onderzoek worden meerdere
onderzoeksmethoden gebruikt, zoals het literatuuronderzoek, het case-onderzoek en
het in de bedrijfskunde minder bekende (laboratorium)experiment.

Ons onderzoek bouwt voort op concrete ervaringen uit de inkooppraktijk, aangevuld
met wetenschappelijk onderzoek dat inkopers niet altijd doen wat zij ideaal gezien
zouden moeten doen: dat wat in vaktijdschriften en inkoophandboeken als ‘de
inkooptheorie’ staat beschreven. Dit gebundelde inzicht (Hoofdstuk 1) leidde tot de
volgende initi€le onderzoeksvraag: "waarom doen inkopers niet altijd datgene wat als
ideaal staat beschreven in vaktijdschriften en inkoophandboeken?".

Knowing-doing gaps, zoals gedefinieerd door Pfeffer and Sutton (1999), zijn niet uniek
voor inkoop. De algemene vraag hoe kennis (knowing) omgezet wordt in actie (doing)
wordt door veel wetenschappers vanuit verschillende perspectieven onderzocht; in dit
proefschrift doen we dat voor inkoop (purchasing). Het bestaan van purchasing
knowing-doing gaps zien we als een potentieel risico voor de onderbenutting van
inkoop vanuit het algemeen aanvaarde besef dat goed georganiseerde inkoop positief
bijdraagt aan het organisatie-resultaat.

De eerste formele stap bestond uit het onderzoeken of er daadwerkelijk knowing-doing
gaps bestaan in inkoop en zo ja, in hoeverre financi€le incentives — zoals het vaste
salaris of variabel in de vorm van een resultaatsbeloning of bonus - invloed hebben op
het bestaan van de gaps. Door case-onderzoek bij in totaal negen verschillende
organisaties vonden we dat purchasing knowing-doing gaps bestaan. Ook bleken deze
gaps kwantificeerbaar (Hoofstuk 2). Hoewel de financiéle incentives een significante
relatie hebben met purchasing knowing-doing gaps, bleek die relatie niet voldoende
voor een verklaring voor het bestaan of een noodzakelijke voorwaarde zijn voor het
reduceren van deze gaps. Aanvullende inzichten uit de literatuur (Hoofdstuk 3)
toonden aan dat niet-financi€le incentives een verdringend effect kunnen hebben op
het met financiéle incentives gestimuleerde gedrag. In ons onderzoek rees daardoor de
vraag of de professionele norm van inkopers verantwoordelijk zou kunnen zijn voor de
deels afwijkende uitkomsten uit ons case-onderzoek.

Een professionele norm is een soort sociale norm: een beschrijving van gedrag dat
aanvaardbaar, verwacht en gehandhaafd wordt voor een bepaalde groep individuen.
En net als andere niet-financiéle incentives, weten we dat sociale normen kunnen
interacteren met financié€le incentives en een dempend (crowding-out) of versterkend
(crowding-in) effect kunnen hebben. Dit wetende hebben we onze scope uitgebreid met
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sociale normen, in het bijzonder met de professionele normen van kopers. We wilden
de invloed weten van professionele inkoopnormen op de eerder gevonden relatie
tussen purchasing knowing-doing gaps en financiéle incentives.

In een experiment met 95 deelnemers (studenten en inkoopprofessionals) hebben we
getest in hoeverre het geincentiviseerde gedrag van inkoopprofessionals en studenten
wordt beinvloed door professionele normen. Uit het experiment (Hoofdstuk 4) bleek
dat professionele inkoopnormen een dempende factor zijn voor de impact van
financiéle incentives op gedrag van inkopers in een specifieke inkoopcontext.

Met deze uitkomst willen we professionele normen van inkoopprofessionals toevoegen
aan de lijst met factoren die in staat zijn om - althans gedeeltelijk — de impact van
financiéle incentives te beinvloeden. Voor managers is het belangrijk om te beseffen
dat financi€le incentives weliswaar van invloed zijn op het gedrag van
inkoopprofessionals, maar niet altijd op een rationele of economisch gedreven manier.
Managers moeten zich ervan bewust zijn dat de professionele norm van inkopers het
gedrag ook beinvloedt en dat deze professionele norm niet overeen hoeft te komen met
de sturing die vanuit de financiéle incentives wordt verwacht. Onze suggestie
(Hoofdstuk 5) is dat managers de professionele normen van hun inkopers meer en
diepgaander gaan onderzoeken om de impact van die normen op het financieel
gestimuleerd gedrag beter te begrijpen.

De academische bijdrage (Hoofdstuk 5) wordt geleverd door inzichten uit
verschillende wetenschappelijke disciplines te combineren met behulp van
kwantitatieve en kwalitatieve onderzoeksmethoden zoals het laboratoriumexperiment.
Het gebruik van experimenten is niet nieuw voor de wetenschap als zodanig, maar nog
relatief onbekend binnen inkoop. Voor de toekomst stellen we dat er meer onderzoek
nodig is om de precieze reikwijdte en mate van interactie vast te stellen tussen
purchasing knowing-doing gaps en de invloed van professionele normen op de impact
van financiéle incentives. Met de toenemende behoefte aan meer inzicht in de
gedragsaspecten van inkopers lijkt het aanbevelenswaardig om meer gebruik te maken
van onderzoeksinstrumenten die door gedragsonderzoekers gebruikt worden zoals het
(laboratorium)experiment.
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Appendix A

Z,
=

Description of elements of purchasing criteria

Component/services price

Component/ services quality
Other Costs Of Organization
Product or service flexibility

Timeliness

Process flexibility
Service and support
Risk

I || |[W|N| -

Appendix i: Description of element of purchasing criteria.

Nr. | Description of elements of supplier relationship

1 Sharing information with suppliers

2 Asking suppliers to share information with your plant

3 Sharing knowledge with suppliers

4 Asking suppliers to share knowledge

5 Involving the suppliers in your plant’s decision making

6 Asking suppliers to involve you in their decision making

7 Making investments to support a smooth product flow with suppliers
8 Asking suppliers to make investments to support a smooth product flow with suppliers
9 Govern relationship with suppliers by contract

10 | Standard purchasing contracts

11 | Operational targets in the contract

12 | Charge suppliers for the costs of deviations

13 | We aim to find a satisfactory solution to the disagreement

14 | Frequently update the contract with suppliers

15 Change the contract whenever business changes

16 | Aim to solve disagreements with our suppliers quickly

17 | Work with our suppliers to prevent problems

18 | Committed to our suppliers to help

19 | Want to achieve commitment from suppliers

20 | Demand an annual improvement of performance

21 | Help our suppliers to improve their performance

22 | Invite suppliers to help us improve our performance

23 | Base our business with suppliers on mutual benefit and trust
24 | Faced with adversity, suppliers can rely on us

25 | Aim to involve suppliers

26 | Effort so that our suppliers are satisfied

27 | Aim to involve suppliers so that they make an effort

28 | Aim for long term relations and contract terms

29 | Aim for contract terms of max 2 years with our suppliers

Appendix ii: Description of element of supplier relations.

143



Nr. | Description of elements of internal customer relationship

1 Aligning quantitative and qualitative goals

2 Sharing information with internal customers

3 Asking internal customers to jointly organize a single point of coordination
4 Aligning relevant KPT’s

5 Asking internal customers to involve purchasing in their decision making
6 Asking internal customers to make investments

7 Asking internal customers to align (HR) incentives

8 Govern relationship with internal customers SLA’s

9 Differentiate in services for internal customers

10 | Monitor purchasing performance monthly /yearly basis

11 Charge internal customers for the costs of the purchasing process

12 | Frequently update the SLA with internal customers

Appendix iii: Description of elements of internal customer relationship.
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Appendix C
Introduction of case company A

The first company studied is a multinational in the high-tech sector. The firm is order-driven and bases
its operations on push technology: that is, it innovates to generate demand for its products. Its
purchasing volume in 2011 was about € 4 billion. The firm employs about 8,000 employees. The firm
considers itself knowledge-based, and therefore believes that its future success depends on its ability to
recruit, develop and retain adequately educated and skilled employees. In order to ensure continuity in
these required skills and competencies, the firm’s HRM approach focuses on having the right people in
the right place at the right time. Further, career development is a continuous practice enacted by the
HRM department and each employee is provided with annual targets. The firm reported net sales of €
5.65 billion and a net profit of € 1.47 billion in 2011 (respectively € 6.29 and € 1.39 billion in 2015).

The most important element of the firm’s current purchasing policy is its so-called technology road map
that consists of a triangle: inventory turnover ratio — risk — performance. The high fluctuations in
demand require a supply chain that can cope with a high move rate. Risk is mainly seen as managing
the responsibility of always delivering on time (dependability). Performance is seen in terms of quality,
logistics, technology and cost (QLTC).

The internal customer (IC) is responsible for developing new platforms. The IC has little influence over
the purchasing policy despite having a strong influence on the operational process. Nevertheless,
internal customers do have veto rights over several product-related purchasing decisions. The internal
customers stated that they were familiar with the purchasing policy and objectives, and they evaluated
the overall PM performance at 8 on a ten-point scale.

In this firm, the PM was involved with two ICs. In addition to the responses to our questionnaires,
relevant — often confidential — purchasing documentation was studied along with public sources (for
instance the job descriptions of purchasing functions). We were unable to involve the HRM department
in this study. Case A was categorized by interviewers as having a dominancy on purchasing coordination
by ‘centre-led purchasing’.

Introduction of case company B

This company is an international construction company. It has four divisions and eleven subsidiaries.
The company is one of the largest construction companies in Europe and has more than 25,000
employees. They are active in the construction, property, civil engineering, public-private partnerships,
mechanical and electrical contracting, consultancy and engineering, and facilities management sectors.
In 2011, their turnover was €7.9 billion (in 2014: €7.3 billion). The total purchasing volume in 2011 was
about €5.8 billion. There is a central Purchasing department at the headquarters. Decentralized
Purchasing departments are also present in some divisions and regions.

The most important element of the current purchasing policy is to achieve companywide purchasing
synergy. The economic crisis has impacted upon the market in which the company is operating. There
is a decline in demand, increased competition and sharper pricing of goods and services. The role of the
central Purchasing department has grown in recent years as the entire company has become increasingly
centralized

Internal customers (divisions and/or regions) have an important role in developing the purchasing
policy. They are treated in different ways depending on their market positioning. Purchasing has to
negotiate with the internal customers about the support level offered by the central Purchasing
department. The internal customers are familiar with the purchasing policy and objectives, especially in
the area of supplier selection. The overall performance of the Purchasing Department was evaluated as
8 on a ten-point scale by the internal customers.



In this firm, the PM interacted with two ICs. In addition to the responses to our questionnaires, relevant
— often confidential — purchasing documentation was studied along with public sources (for instance
the job descriptions of purchasing functions). We were unable to involve the HRM department in this
study. Case B was categorized by interviewers as having a dominancy on purchasing coordination by
‘coordinated purchasing’.

Introduction of case company C

Case company C is an international logistics company that is active in more than 220 countries and
territories. The company has about 275,000 employees and, in 2010, the company generated a turnover
of more than €51 billion (in 2014: €56.6 billion). Company C is structured in four divisions that each
operate under the control of their own divisional headquarters. Purchasing is a centralized group
management function, and the four divisions are referred to as business partners.

The purchasing policy is based on an AT Kearney model that starts with the demand generated from the
business. A demand analysis leads to the buying requirements. Market analyses and a market approach
strategy lead to supplier selection and contracting. The purchasing policy is aligned with the group’s
strategy that is based on managing external customers, shareholders and employees. Purchasing
objectives are focused on savings (4% year on year), purchasing compliance and business partner
satisfaction. Internal customers have a role in developing some areas of the purchasing policy. In seeking
savings, the internal customers are fully aligned. The overall performance of the Procurement
Department was scored at an average of 6.3 (three individual IC ratings of 5, 6 and 8) on a ten-point
scale by the internal customers.

In this firm, the PM was involved with three ICs. In addition to the responses to our questionnaires,
relevant — often confidential — purchasing documentation was studied along with public sources (for
instance the job descriptions of purchasing functions). In this case, we were able to indirectly involve
the HRM department in the study. Case C was categorized by interviewers as having a dominancy on
purchasing coordination by ‘coordinated purchasing’.

Introduction of case company D

This company is a multinational in the high-tech telecommunication sector. R&D is one of the most
important functions in the firm, and the company has over 30,000 patents in almost 100 countries. The
firm employs about 104,000 employees and reported net sales of €203.3 billion in 2011 (in 2014: €228
billion). The case study focused on the Dutch office, which forms part of the Europe region (one of four
regions globally) and has mainly a sales/customer focus. The company’s headquarters — not in the
Netherlands - is responsible for overall strategy and for group management functions such as
purchasing.

About 2,700 suppliers are managed by the Dutch Purchasing department. The volume purchased in
2011 by the Netherlands office is seen as confidential. The most important elements of the current
purchasing policy are its customer focus, the total cost of ownership, supplier governance, category
management, people culture and competences, processes and methods and tools. The most important
purchasing objectives are sourcing cost reductions, sourcing improved margins and stakeholder
involvement. In practice, the Dutch company is an internal customer of the central Purchasing
department. The Purchasing department in the Netherlands is responsible for executing the central
purchasing policy. The Operations and Sales departments are the most important internal customers.
The influence of the internal customers is organized through category teams who have to formally
approve the purchasing strategy. However, the internal customers stated that they were not familiar
with the purchasing objectives and that there was little influence on the purchasing policy. The overall
performance of the Purchasing department was rated at 7 (individual ratings of 6 and 8) on a ten-point
scale by the internal customers.
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In this firm, the PM was involved with two ICs. In addition to the responses to our questionnaires,
relevant — often confidential — purchasing documentation was studied along with public sources (for
instance the job descriptions of purchasing functions). We were unable to involve the HRM department
in this study. Case D was categorized by interviewers as having a dominancy on purchasing coordination
by ‘centralized purchasing’.

Introduction of case company E

Case company E develops and produces floors for the business market, such as for offices, retail units
and hospitals. They have 2,706 employees and a turnover of CHF 805 million in 2011 (in 2014: CHF
1,227 million). They focus on environmentally friendly, functional and design-oriented floors. They have
a sales presence in 32 countries and a worldwide market share of over 60%. There are 14 manufacturing
plants in Europe, including four in the Netherlands.

Purchasing is important for the company for various reasons. First the quality of raw material is
important, if the raw material is not to specification it can have major consequences for production
capacity. The company strives to purchase and produce in as environmental friendly a way as possible.
The purchasing volume is confidential. Important elements of the current purchasing policy are vendor
selection, vendor acceptance, vendor master data, purchase order procedures and, most importantly,
the relationship with the internal customers. The three most important purchasing objectives are to
secure supply, maximize profit and improve environmental performance. There are long-term
relationships with raw material suppliers, some going back more than a century. The purchasing policy
is established with the internal customers. The main objective of the policy is the internal alignment of
purchasing goals and processes between the local factories. The most important goals for the Purchasing
department are servicing the internal customers and implementing the necessary and agreed purchasing
processes. Its most important internal customers are sales, marketing and production and finance.
Environmental performance is not a big issue for the internal customers. The internal customers have
limited contact with the suppliers but the overall performance of the Purchasing department was rated
as 8 by all three internal customers on a ten-point scale by the internal customers.

In this firm, the PM was involved with three ICs, although complete sets of data were not collected from
all of them. In addition to the responses to our questionnaires, relevant — often confidential — purchasing
documentation was studied along with public sources (for instance the job descriptions of the
purchasing functions). We were unable to involve the HRM department in this study. Case E was
categorized by interviewers as having a dominancy on purchasing coordination by ‘centralized
purchasing’.

Introduction of case company F

Case company F is an international manufacturing company in the agriculture sector that produces and
supplies animal feed and commodities. In 2011, the company had an annual turnover of €816 million
(in 2014: €2,292 million true mergers with several companies in combination with autonomous
growth). The company’s headquarters are situated in the Netherlands with production plants in the
Netherlands, UK and Germany. Raw materials are purchased from all over the world and mainly shipped
to Rotterdam and Hamburg for further transport by ship or train to the production locations. The firm
has about 884 employees. Its strategy is to become the market leader through acquisitions.

The company wants to become the best purchasing organization in the agriculture sector in European.
Its goal is to create efficient supply logistics, transparency, predictability, professionalism, sustainability
and dependability. Timing is important due to its products being perishable and quality is essential. The
company’s main objectives are divided into three categories: ambition, efficiency and sustainability.
Under ambition its objectives include: innovation and stimulating entrepreneurship, collaboration with
R&D and commerce, a more active Purchasing department, improving chain thinking, and the
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development of a purchasing portfolio (the reasons for using certain suppliers are currently unclear).
Under efficiency, objectives include: organizational and good management information, transparency
over commodities and Prices, and a focus on costs. Under sustainability, objectives include finding new
sustainable suppliers and sourcing of environmentally-friendly raw materials.

The internal customers only had a minor influence in developing the purchasing policy. The purchasing
policy used to be mainly based on only market requirements but this has changed recently with increased
supply chain integration that considers the internal customer perspective. In this firm, the PM was
involved with two ICs. In addition to the responses to our questionnaires, relevant — often confidential
— purchasing documentation was studied along with public sources (for instance the job descriptions of
purchasing functions). We were unable to involve the HRM department in this study. Case F was
categorized by interviewers as having a dominancy on purchasing coordination by ‘centralized
purchasing’.

Introduction of case company G

Case company G is a major manufacturer of aircraft components for the military industry and also for
commercial aircraft and business jets. Being active in the aerospace industry, the company is obliged to
follow strict regulations. The firm reported a turnover of €483 million in 2011 (in 2014: €561 million)
with a purchasing volume of about €280 million. Roughly 59 FTE buying professionals work in the
Purchasing department.

The most important element of the current purchasing policy is the production strategy which is the
responsibility of production units. The company’s mission is stated as initiating, developing and
maintaining supply chains to allow, keep or gain a competitive market position. The most important
purchasing objectives are based on three focus areas: operational excellence, global footprint and
innovation; and the key values are: People, Professionalism, Product Life Circle and QLTC (Quality,
Logistics, Technology and Cost).

The purchasing policy is derived from the overall business strategy to which the entire organization was
able to provide input. As such, the internal customers have influence in the development of the
purchasing policy. The overall performance of the Purchasing department was rated 8 on a ten-point
scale by the internal customers.

In this firm, the PM was involved with two ICs. In addition to the responses to our questionnaires,
relevant — often confidential — purchasing documentation was studied along with public sources (for
instance the job descriptions of purchasing functions). We were able to involve the HRM department in
this study. Case G was categorized by interviewers as having a dominancy on purchasing coordination
by ‘centralized purchasing’.

Introduction of case company H

Case company H is a Dutch financial company in the banking and insurance industry with multiple
brands for individual and business consumers. Each brand has its own position in the market based on
its financial expertise. The company mainly focusses on the retail market in the Netherlands, including
small and medium sized businesses. The group’s core products include savings and investments,
mortgages and other property finance, insurance and pensions. In 2011, the firm employed about 6,928
employees and reported a balance sheet total of € 132 billion (in 2014: 68 billion).

The most important elements of its current purchasing policy are: (1) to save costs given the crisis in the
financial sector, (2) to increase the number of long-term contracts, (3) to manage the use of such
contracts, (4) to improve the purchase-to-pay (P2P) process and (5) to implement total cost ownership.
The most important purchasing objectives are cost saving, customer satisfaction and to have budgetary
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control. The input of the internal customers in developing the purchasing policy is organized through a
purchasing board that consists of eight business directors. The internal customers rated the overall
performance of the Purchasing department as 6.5 on a ten-point scale by the internal customers.

In this firm, the PM was involved with three ICs. In addition to the responses to our questionnaires,
relevant — often confidential — purchasing documentation was studied along with public sources (for
instance the job descriptions of purchasing functions). We were not able to involve the HRM department
in this study. Case A was categorized by interviewers as having a dominancy on purchasing coordination
by ‘coordinated purchasing’.

Introduction of case company I

This company is a technical wholesaler and supplies a wide range of materials in the electrical, lighting,
data communication and sanitary fields. Many of its customers are companies operating in the
installation, semi government and retail industries. The firm is privately owned and reported a turnover
of more than €1 billion in 2011 (in 2014: no public information available). It employs 2,000 spread
across 36 sales offices, 2 distribution centres, 22 transfer points and a central office. About 70 people
work in the Purchasing department. The company’s mission consists of two parts: (1) supporting clients
in the effective and efficient organization of their installation processes by offering advice and assisting
them in choosing the products they need and then delivering these products on time, complete, and in
the right place; (2) assisting the customers by providing services that support their various activities and
enable them to carry out these activities in an easier way and with higher quality.

The purchasing volume in 2011 was €957 million (84% of the turnover). The five most important
elements of the current purchasing policy were: 1) demand driven composition of the assortment, 2)
supplier selection, 3) pricing, 4) margins and 5) product marketing. The most important purchasing
objectives are based on achieving a market share of 70% and a full 100% product coverage alongside
financial targets related to profit and working capital. The most important internal customers are the
Sales and Marketing departments. These departments are intensively involved in the purchasing
process. The internal customers rated the overall performance of the Procurement Department as 7 on
a ten-point scale by the internal customers. In Company I, the PM was involved with two ICs. In addition
to the responses to our questionnaires, relevant — often confidential — purchasing documentation was
studied along with public sources (for instance the job descriptions of purchasing functions). We were
unable to involve the HRM department in this study. Case I was categorized by interviewers as having a
dominancy on purchasing coordination by ‘center-led purchasing’.

Appendix v: Introduction of Case A to I.
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Appendix D

Description Number of gaps
o 1 2 3 4 5 6 7 8
Gap 1 PM actual —PM ideal PM
Gap 2 IC actual — IC ideal IC1, IC2
Gap 3 Actual PM — Actual IC IC2 IC1
Gap 4 Ideal PM — Ideal IC IC2 IC1
Gap s Incentives PM — Actual PM Matching of top 3: 3 out of 3
Gap 6 Incentives IC — Actual IC Matching of top 3 (IC2): 3 out of 3
Gap 7 Incentives PM — Incentives IC | Matching of PMs and IC2’s top 3: 1 out of 3
Gap 8 Incentives PM — Ideal PM Matching of top 3: 3 out of 3
Gap 9 Incentives IC — Ideal IC Matching of top 3 (IC2): 3 out of 3
Gap 10 | Incentives PM — Theory Expert opinion: conforms with theory
Gap 11 | Incentives IC — Theory Expert opinion: conforms with theory
Appendix vi: Summary of findings for Case A related to purchasing criteria gap model.
Description Number of gaps
0 1 2 3 4 5 6 7 8
Gap1 PM actual —PM ideal PM
Gap 2 IC actual — IC ideal IC1, IC2
Gap 3 Actual PM — Actual IC IC1 1C2
Gap 4 Ideal PM — Ideal IC IC2 IC1
Gaps Incentives PM — Actual PM | Matching of top 3: 2 out of 3
Gap 6 Incentives IC — Actual IC Matching of top 3 (IC1): 3 out of 3
Gap 7 Incentives PM — Incentives | Matching of PMs and IC1’s top 3: 1 out of 3
IC
Gap 8 Incentives PM — Ideal PM | Matching of top 3: 1 out of 3
Gap 9 Incentives IC — Ideal IC Matching of top 3 (IC1): 3 out of 3
Gap 10 | Incentives PM — Theory Expert opinion: does not conform with theory
Gap 11 | Incentives IC — Theory Expert opinion: conforms with theory
Appendix vii: Summary of findings for Case B related to purchasing criteria gap model.
Description Number of gaps
o 1 2 3 4 6 7 8
Gap 1 PM actual —PM ideal PM
Gap 2 IC actual — IC ideal 1C2,1C3 I1C1
Gap 3 Actual PM — Actual IC IC1, IC2 1C3
Gap 4 Ideal PM — Ideal IC IC2 IC1 | IC3
Gaps Incentives PM — Actual PM Matching of top 3: 2 out of 3
Gap 6 Incentives IC — Actual IC Matching of top 3: IC1 2 out of 2, IC2 2 out of 3, IC3 2 out of 3
Gap 7 Incentives PM — Incentives IC | Matching of top 3: IC1 0 out of 3, IC2 1 out of 3, IC3 1 out of 3
Gap 8 Incentives PM — Ideal PM Matching of top 3: 2 out of 3
Gap 9 Incentives IC — Ideal IC Matching of top 3 IC1 1 out of 2, IC2 2 out of 3, IC3 2 out of 3
Gap 10 | Incentives PM — Theory Expert opinion: conforms with theory
Gap 11 | Incentives IC — Theory Expert opinion: does not conform with theory

Appendix viii: Summary of findings for Case C related to purchasing criteria gap model.
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Description Number of gaps
o 1 2 3 4 5 6 7 8
Gap 1 PM actual —PM ideal PM
Gap 2 IC actual — IC ideal IC1 IC2
Gap 3 Actual PM — Actual IC IC1 1C2
Gap 4 Ideal PM — Ideal IC IC2 | IC1
Gap s Incentives PM — Actual PM Matching of top 3: 3 out of 3
Gap 6 Incentives IC — Actual IC Matching of top 3 (IC1): 2 out of 3
Gap 7 Incentives PM — Incentives IC | Matching of PMs and IC1’s top 3: 2 out of 3
Gap 8 Incentives PM — Ideal PM Matching of top 3: 3 out of 3
Gap 9 Incentives IC — Ideal IC Matching of top 3 (IC1): 2 out of 3
Gap 10 | Incentives PM — Theory Expert opinion: does not conform to theory
Gap 11 | Incentives IC — Theory Expert opinion: does not conform to theory
Appendix ix: Summary of findings for Case D related to purchasing criteria gap model.
Description Number of gaps
o 1 2 3 4 |5 6 7 8
Gap 1 PM actual —PM ideal PM
Gap 2 IC actual — IC ideal IC1
Gap 3 Actual PM — Actual IC IC1
Gap 4 Ideal PM — Ideal IC IC1
Gaps Incentives PM — Actual PM Matching of top 3: 3 out of 3
Gap 6 Incentives IC — Actual IC Matching of top 3 (IC1): 3 out of 3
Gap 7 Incentives PM — Incentives IC | Matching of PMs and IC1’s top 3: 3 out of 3
Gap 8 Incentives PM — Ideal PM Matching of top 3: 3 out of 3
Gap 9 Incentives IC — Ideal IC Matching of top 3 (IC1: 3 out of 3
Gap 10 | Incentives PM — Theory Expert opinion: conforms with theory
Gap 11 | Incentives IC — Theory Expert opinion: conforms with theory
Appendix x: Summary of findings for Case E related to purchasing criteria gap model.
Description Number of gaps
0 1 2 3 4 5 6 7 8
Gap 1 PM actual —PM ideal PM
Gap 2 IC actual — IC ideal IC2 IC1
Gap 3 Actual PM — Actual IC IC1 1C2
Gap 4 Ideal PM — Ideal IC 1C2 IC1
Gap 5 Incentives PM — Actual PM Matching of top 3: 2 out of 3
Gap 6 Incentives IC — Actual IC Matching of top 3 (IC1): 2 out of 3
Gap 7 Incentives PM — Incentives IC | Matching of PMs and IC1’s top 3: 3 out of 3
Gap 8 Incentives PM — Ideal PM Matching of top 3: 2 out of 3
Gap 9 Incentives IC — Ideal IC Matching of top 3 (IC1): 3 out of 3
Gap 10 | Incentives PM — Theory Expert opinion: is not conform with theory
Gap 11 | Incentives IC — Theory Expert opinion: is not conform with theory

Appendix xi: Summary of findings for Case F related to the purchasing criteria gap model.
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Description Number of gaps
o 1 2 3 4 5 6 7 8

Gap 1 PM actual —PM ideal PM
Gap 2 IC actual — IC ideal 1C2 IC1
Gap 3 Actual PM — Actual IC 1C2 IC1
Gap 4 Ideal PM — Ideal IC IC1, IC2
Gap 5 Incentives PM — Actual PM Matching of top 3: 2 out of 3
Gap 6 Incentives IC — Actual IC Matching of top 3: IC1 1 out of 3, IC2 2 out of 3
Gap 7 Incentives PM — Incentives IC | Matching of top 3: IC1 1 out of 3, IC2 1 out of 3
Gap 8 Incentives PM — Ideal PM Matching of top 3: 3 out of 3
Gap 9 Incentives IC — Ideal IC Matching of top 3 IC1 2 out of 3, IC2 2 out of 3
Gap 10 | Incentives PM — Theory Expert opinion: conforms with theory
Gap 11 | Incentives IC — Theory Expert opinion: conforms with theory

Appendix xii: Summary of Case G findings related to the purchasing criteria gap model.

Description Number of gaps
0 1 2 (3 |4 5 6 7 8

Gap 1 PM actual —PM ideal PM
Gap 2 IC actual — IC ideal IC1,1C3 1C2
Gap 3 Actual PM — Actual IC 1C2 IC1 | IC3
Gap 4 Ideal PM — Ideal IC IC3 | IC1,IC2
Gap 5 Incentives PM — Actual PM Matching of top 3: 1 out of 3
Gap 6 Incentives IC — Actual IC Matching of top 3: IC1 3 out of 3, IC2 3 out of 3, IC3 1 out of 2
Gap 7 Incentives PM — Incentives IC | Matching of top 3: IC1 2 out of 3, IC2 2 out of 3, IC3 2 out of 2
Gap 8 Incentives PM — Ideal PM Matching of top 3: 1 out of 3
Gap 9 Incentives IC — Ideal IC Matching of top 3: IC1 3 out of 3, IC2 3 out of 3, IC3 1 out of 2
Gap 10 | Incentives PM — Theory Expert opinion: does not conform with theory
Gap 11 | Incentives IC — Theory Expert opinion: does not conform with theory

Appendix xiii: Summary of findings for Case H related to purchasing criteria gap model Case H.

Description Number of gaps
o 1 2 3 4 5 6 7 8

Gap 1 PM actual —PM ideal PM
Gap 2 IC actual — IC ideal IC1, IC2
Gap 3 Actual PM — Actual IC 1C1, IC2
Gap 4 Ideal PM — Ideal IC 1C1, IC2
Gap s Incentives PM — Actual PM Matching of top 3: 3 out of 3
Gap 6 Incentives IC — Actual IC Matching of top 3: 0 out of 3
Gap 7 Incentives PM — Incentives IC | Matching of PMs and ICs top 3: n.a.
Gap 8 Incentives PM — Ideal PM Matching of top 3: 3 out of 3
Gap 9 Incentives IC — Ideal IC Matching of top 3: 0 out of 3
Gap 10 | Incentives PM — Theory Expert opinion: conforms with theory
Gap 11 | Incentives IC — Theory Expert opinion: does not conform with theory.

Appendix xiv: Summary of findings for Case I related to the purchasing criteria gap model.
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Appendix E

Sharing information with suppliers

Asking suppliers to share information with your plant

Sharing knowledge with suppliers

ing suppliers to share

Involving the suppliers in your plant’s decision making

Asking suppliers to invobe you in their decision making

investments to a smooth flow with

to make investments to @ smooth flow with

govemn relationship with suppliers by contract

Standard purchasing contracts

Operational targets in the contract

Charge wuppliers for the costs of deviations

W aim to find a satisfactory solution 1o the disagresment

Frequently update the contract with suppliers

| Change the contract whenever business changes

Ain 10 solve disagyeements with our suppliers quickly

Work with our L]

Committed te our supgliers to help

‘Want to achieve commitment from suppliers

Demand 1 verl
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our toi their performance

Iwite L] s i our ]

Base our business with suppliers on mutual benefit and trust

Faced with adversity, suppliers can rely on us

Airn to invobes suppliers

Effort 5o that our suppliers are satisfied

A 10 invobee suppliers so that they make an effon

Aim for long term relations and contract terms
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Appendix xv: Actual score on elements of Supplier Relations
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Sharing information with suppliers
Asking suppliers to share information with your plant

with

Shating knowledge with suppliers
Asking suppliers to share knowledgs

Invoilving the suppliers in your plant’s decision making

Asking suppliers 1o invobae you in their decision making

investments to 8 smooth fhow with

Asking suppliers to make imvestments to support a smooth product flow with supgliers

ip with contract

Srandard purchasing contracts

‘Operational targets in the contract

Charge suppliers for the costs of deviatis

Wt aim to find a satisfactory solution 1o the dissgreemant

;
§

‘Committed to our sugliers to help

Want to achieve commitment Irom suppliers

Demand an annual improvement of performance

Help our suppliers to improve their performance

Invite supgliers to help us improve our performance

Base our business with suppliers on mutual benefit and trust

Faced with adversity, suppliers can rely on us

Al 1o invobes suppliers

Effort 50 that our suppliers are satisfied

i 1 invabe 3o that they make an effon

Airm for long term relations and contract terms
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Appendix xvi: Ideal score on elements of Supplier Relations
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Sharing information with suppliers

Asking suppliers to share information with your plant

Shating knowledge with suppliers

Asking suppliers to share knowledgs

Involving the suppliers in your plant’s decision making

Asking suppliers 1o involve you in their decision making

investments to & smoath flow with

Asking suppliers to make imvestments to support a smooth product flow with supgliers

govem relationship with suppliers by contract

Standard contracts

Operational targets in the contract

‘Charge suppliers for the costs of deviations

‘We aim to find a satisfactory solution to the disagreement

Frequently update the contract with suppliers

Change the contract whenever business changes

A 10 sahe with aur it

Waork with our suppliers ta prevent problems

‘Committed to our suppliers 1o help

Want to achieve commitment from

Demand an annual improvement of perfarmance

Help our suppliers to improve their performance

Invite supgliers to help us improve our performance

Base our business with suppliers on mutual benefis and trust
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Appendix xvii: Actual - Ideal score on elements of Supplier Relations
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Aligning quantitative and qualitative goals

i

Sharing information with internal customers

Asking internal customers Lo jointly organize a single point of coordination
Aligring relevant KP1's
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Appendix xix: Actual score on elements of Internal Customer Relations

gy ™

E

|im

igning goals

Asking i | Yo jointhy onganize o single point of

Aligning relevant KPI's

Asking internal customers to make investments
aaking | n 1o iy - -

PR E——— o SLA's

Differentiate in services for intemal customerns

Manitor purchasing perf monthly fyearly basis

‘Charge internal customers for the costs of the purchasing process

Froquently update the SLA with internal customers

n-mb»wwmb;wslzb

ns-uwwsuumnb|in

..u......,....h..u.|£_

317

.
3._uu..u.»wuuka

1Y Gl G R e S C R

Blw|=|a|r|w|n|o|s]|n|nfa]n

2

-
iuvvbnunauvub|i—|
]

4.17

283

Average|
SiDev]

1.47

115

]
-]

-
B
=

072

140

Appendix xx: Ideal score on elements of Internal Customer Relations
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Appendix F

Appendix xxiii (below): Instruction Sheet Neutral

My participant number:

Instructions for the participants
Welcome purchasing professionals!

You will now participate in an experiment on economic decision-making. In this
experiment, you will be randomly matched into groups of two. You will never learn the
identity of the other person matched to you. At the end of the experiment, you will be
paid out in cash in anonymity for the outcome of the interaction between you and the
person matched to you. Your earnings depend on the decisions made in the
experiment.

Let us now explain the experiment. The two people matched to a group will receive
together one assignment, the Decision-maker and the Recipient. In this experiment,
only the Decision-maker will make a decision. This decision will affect the outcomes
(measured in money) of both participants! The Decision-maker will select one from
among 10 possible actions. Each action represents payoffs of the two participants.

On the last page of the instructions, you find a table that summarizes the earning
consequences of each action for both participants in one group.

At the top of the earnings table, you will find information about the earnings of a
Decision-maker and of the Recipient. You will all make a decision as a person assigned
the role of Decision-maker. After that, please fold your decision sheet, and we will
collect them.

We will then in front of you, at random, assign one half of the participants to fulfil the
role of the Decision maker and the other half the role of the Recipient. This implies that
each of you has 50% chance to be indeed the Decision-maker that will affect the payoff
of one Recipient. At the end, the decision of each participant assigned at random the
role of the Decision-maker will determine the payoff of one participant assigned the
role of Recipient.

Please note that ONLY the decision of the Decision-maker will determine the earnings
of the pair of the two people matched together into a group.

Finally, we will ask you to answer a few questions on a questionnaire. Then, the
experiment is finished. You will be able to collect your earnings in a sealed envelope,
in complete anonymity from the experimenter. We will make sure that you will be the
only person aware of your payments in the experiment.
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In order to collect your earnings, you will need your participant number, that you
received when entering this room. Please keep it with you until the payment.

Thank you for your attention.

Research team,

University Groningen

Radboud University Nijmegen

Decision sheet Neutral

My role is: Decision-maker
My earnings are in the grey column; the earnings of the other person are in the white column.
Action chosen Earnings to the Decision-maker Earnings to the Recipient

Al 3 EURO 30 EURO
A2 6 EURO 27 EURO
B1 9 EURO 24 EURO
B2 12 EURO 21 EURO
Cc1 15 EURO 18 EURO
Cc2 18 EURO 15 EURO
D1 21 EURO 12 EURO
D1 24 EURO 9 EURO
El 27 EURO 6 EURO
E2 30 EURO 3 EURO

| choose the following action Al-A2-B1-B2-Cl-C2-D1-D2-E1-E2

(level of quality). Circle one.

Appendix xxiv: Decision Sheet Neutral.
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Appendix xxv (below): Instruction Sheet Framed.

My participant number:

Instructions for the participants

Welcome purchasing professionals!

You will now participate in an experiment on economic decision-making. In this
experiment, you will be randomly matched into groups of two. You will never learn the
identity of the other person matched to you. At the end of the experiment, you will be
paid out in cash in anonymity for the outcome of the interaction between you and the
person matched to you. Your earnings depend on the decisions made in the
experiment.

Let us now explain the experiment. The two people matched to a group will form a
production unit. One of them, the Decision-maker (Purchaser) represents a purchasing
department and the other, the Recipient (internal customer) represents an internal
customer for this purchaser. In this experiment, only the Decision-maker (Purchaser)
will make a decision. This decision will affect the earnings of both participants! The
Decision-maker (Purchaser) will choose the costs and quality of the inputs for the
Recipient (Internal customer). To make this decision, the Decision-maker will select
one from among 10 possible actions. Each action represents a combination of cost and
quality which affect the payoffs of the two participants. The lower the cost — the lower
the payoff for the Decision-maker, and the lower the quality for the Recipient, and vice
versa, the higher the cost for the Decision-maker, the higher the quality for the
Recipient.

The decision-maker (Purchaser) is buying a product (not a service) that has impact
on the profit of the organization. There are not many suppliers able to supply this
product and the buying volume is relevant in the eyes of the supplier as well.

On the last page of the instructions, you find a table that summarizes the earning
consequences of each action for both participants in one production unit. They capture
in a simplified way the trade-off between low price and high quality. The highest quality
delivers the highest benefit to the Recipient (Internal customer), and at the same time
the highest costs — and associated lowest earnings — for the Decision-maker
(Purchaser).

At the top of the earnings table, you will find information about the earnings of a
Decision-maker and of the Recipient. You will all make a decision as a Purchaser. After
that, please fold your decision sheet, and we will collect them.
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We will then in front of you, at random, assign one half of the participants to fulfil the
role of the Decision (Purchaser) maker and the other half the role of the Recipient
(internal customer). This implies that each of you has 50% chance to be indeed the
Decision-maker that will affect the payoff of one Recipient. At the end, the decision of
each participant assigned at random the role of the Decision-maker will determine the
payoff of one participant assigned the role of Recipient.

Please note that ONLY the decision of the Decision-maker (Purchaser) will determine
the earnings of the pair of the two people matched together into a group.

Finally, we will ask you to answer a few questions on a questionnaire. Then, the
experiment is finished. You will be able to collect your earnings in a sealed envelope,
in complete anonymity from the experimenter. We will make sure that you will be the
only person aware of your payments in the experiment.

In order to collect your earnings, you will need your participant number, that you
received when entering this room. Please keep it with you until the payment.

Thank you for your attention.
Research team,
University Groningen

Radboud University Nijmegen

Decision Sheet Framed

P-number
My role is: PURCHASER (Decision-maker)
My earnings are in the grey column; the earnings of the other person are in the white column.
Level of quality = | Earnings to the Purchaser | Earnings to the
action chosen = Decision-maker C =R
Lowest cost for the Purchaser  Highest quality of input for the internal customer Al 3 EURO 30 EUF
A2 6 EURO 27 EUF
B1 9 EURO 24 EUF
B2 12 EURO 21 EUF
C1 15 EURO 18 EUF
c2 18 EURO 15 EUR
D1 21 EURO 12 EUR
D1 24 EURO 9 EUR
E1l 27 EURO 6 EURI
Highest cost for the Purchaser Lowest quality of input for the internal customer E2 30 EURO 3 EUR
| choose the following action Al-A2-B1-B2-Cl-C2-D1-D2-E1-E2
(level of quality). Circle one.

Appendix xxvi: Decision Sheet Framed.
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Appendix G

Additional Questions Economic Experiment

Nr. | Question Answer
1. Gender m/f o Male
o Female
2. | Education o MBO
(highest) o HBO
o WO
3. | Purchasing oNEVI1
related o NEVI 2
Education o NEVI 3
O OLRET, oo e
4. | Experience as 00— 2jaar
BUYER 02— 4 jaar
04 — 6 jaar
06 — 8 jaar
o 8 — 10 jaar
o > 10 jaar
5. | Dominant o Public sector
sector- o Private sector
experience
6. | Extra research o No
cooperation o Yes
Phone
E-mail
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an Internal Consumer:

Consider please the following description of a relationship between a Purchaser and

e The decision-maker (Purchaser) is buying a product (not a service) that has
impact on the profit of the organization. There are not many supplier able to
supply this product and the buying volume is relevant also in the eyes of the
supplier. In this situation, the Purchaser has to choose what price and quality
to aim for, and there is a tradeoff between them: the highest quality (for the
Internal customer) implies the highest costs (for the Purchaser).

Please answer the following questions, related in this context to the relationship
between a Purchaser and Internal Customer.

Question

Fullly
disagree

disagree

Neutral

agree

Fully
agree

7. | I am familiar with the
portfolio theory with regards
to goods/services with high
profit impact and high supply
risk

(few suppliers/ high switching
costs)

8. | I understand the essence of
the theory
for Price and Quality

9. | I use this theory whenever
possible in real life

10. | Would this mean priority for
low price and high quality?

11. | Does this theory, has a name?

12. | What is the essence of that
theory?

Appendix xxvii: Questionnaire Additional Experiment.
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Appendix H

Pearson correlation coefficients for professional variables
(N=55)

Experience | FamiliarP | Underst | UseinLif | TruePQ
ortfolio | andingP e
Q

Experience 1 176 .033 .010 .016
(0.200) (0.810) | (0.940) [ (0.909)

FamiliarPortfolio 1 745 .615 -.084
(0.000) | (0.000) [ (0.543)

UnderstandingPQ 1 0.73 -.230
(0.00) (0.092)

UseinLife 1 -.344
(0.010)

P-values two-sided test between brackets.

Appendix xxviiii: Pearson correlation coefficients for professional variables (N=55).
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Purchasing knowing-doing
gaps and the influence of
incentives from a buyer-
internal customer relationship
perspective

Purchasing knowing—doing gaps are the differences
between what professional buyers know about purchasing
(what they should ideally do) and what they actually do.
Purchasing knowing-doing gaps are a potential risk for
underutilization of purchasing from the widely accepted
beliefthat purchasing contributes positively to firm perfor-
mance. In this research we found that financial incentives
have a significant relation with the existence of purchasing
knowing-doing gaps, although they are neither a sufficient
nor a necessary precondition. Financial incentives can be
influenced by non-financial incentives in a way that incen-
tivised behaviour can have a crowding-out effect. From
social science based research we know that professional
norms are in fact a type of non-financial incentives and
that they might interact with financial incentives in place.
In this research on purchasing knowing-doing gaps we
found that professional purchasing norms are a counter-
vailing force offsetting the impact of financial incentives
for buyers. Both general managers and managers of pur-
chasing departments should investigate the professional
norms of their buyers in order to better understand the
impact of those norms on the financial incentivized be-
haviour. The academic contribution is made by combining
insights and literature from several scientific disciplines
and by use of laboratory experiments in a purchasing con-
text. The use of experiments is not new to science as such
but is not frequently used in the field of purchasing and
supply management.
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