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Introduction and motivation 

 
In recent decades interfirm collaboration has gained much popularity among firms in their 

attempts to improve competitive advantage (Ding et al. 2013). Tomkins (2001) posits that 

“collaboration both between species and within species is evident throughout the natural world 

where competition to survive is severe and energy is not expended needlessly. I see no reason 

why the same should not apply to the business world” (p.186). Collaborative relationships or 

(strategic) alliances between firms exist in many different forms: from “arms’ length” contractual 

agreements, like short-term joint projects, franchising contracts and co-makership agreements, to 

“equity joint ventures” that are jointly owned by two or more partners. Collaborative relationships 

enable exchange partners to obtain market access, reduce costs, obtain access to technological 

developments or expertise, and reduce risks (Chang et al. 2013; Groot and Merchant 2000; Kim 

and Netessine 2013). Although alliances are used to gain competitive advantages, there is also a 

growing body of evidence of high failure rates. A major cause is the relatively high risk level 

associated with alliances in comparison with “in-house” production activities. The relatively high 

risk level may be caused by market conditions under which alliances are generally created, by 

partners’ different objectives and by the opportunity for partners to opportunistically exploit the 

relationship (Chua and Mahama 2007; Langfield-Smith 2008; Langfield-Smith and Smith 2003). 

It is generally believed that adequate governance structures, management control systems and 

trust should be used to reduce the risk profile and decrease the possibility of alliance failures 

(Langfield-Smith 2008).  

This dissertation focuses more specifically on one type of interfirm collaboration, which is 

outsourcing. Outsourcing refers to the practice of shifting a transaction that was previously 

governed internally to an external supplier through a long-term contract, and involving the 

transfer to the vendor (Quélin and Duhamel 2003; Freytag et al. 2012). The main reason for 

choosing outsourcing as the main research topic is that outsourcing is one of the alliance activities 

that has grown considerably over the last two decades. It is estimated that nowadays 60% of 

companies worldwide deploy outsourcing as a standard practice; an additional 19 percent indicate 

that they will definitely use outsourcing in the near future (Sagoo et al. 2013). Around 63% of the 

companies surveyed in 2008 regards outsourcing as a primary strategic management tool. 

However, the average level of satisfaction with outsourcing remains below 50%: more than half 
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of the companies are disappointed with their outsourcing outcomes (Rigby and Bilodeau 2009; 

Kang et al. 2012). A Deloitte Consulting survey shows that 70% of the respondents found that 

their outsourcing objectives were not fulfilled, while 25% of the respondents decided to bring the 

outsourced services back in-house (Mucisko and Lum 2005). One of the primary antecedents of 

problems in and failures of outsourcing relations is uncertainty in and around outsourcing 

activities (Anderson and Dekker 2005; Krishnan et al. 2011). This dissertation focuses on the 

negotiation stage in which the outsourcing relationship is established and which determines to a 

great extent the prospects of the relationship. We specifically study the impact of uncertainty on 

the negotiation behavior of the partners and on the possibilities to make the outsourcing 

relationship work for the benefit of both partners. Uncertainty may lead to information 

asymmetry, hinder effective coordination of outsourcing activities, increase the need for mutual 

adaptation, result in renegotiation and lead to failure to come to an agreement. We expect that the 

adverse effects of uncertainty can be mitigated by control methods that guide the outsourcing 

negotiations. One control method is the provision of more detailed information that allows 

negotiation partners to identify value enhancing opportunities and tradeoffs. Another control 

method is monitoring partner behavior during the negotiation process in order to encourage 

cooperative behaviors and deter opportunistic behaviors. These instruments, as well as repetitive 

bargaining experience may create the conditions for trust to emerge in the outsourcing relation 

between partners. 

According to transaction cost economics (TCE), firms that engage in interfirm relations 

must curtail partners’ opportunistic “self-interest seeking with guile,” including lying, cheating, 

and calculated efforts to maximize individual returns (Williamson 1975:p. 9). To minimize such 

risks, managers are advised to develop and deploy safeguards that produce reliable and 

predictable behavior. While accounting studies in recent years have relied extensively on TCE in 

the analysis of interfirm relations (Chang et al. 2013; Coletti et al. 2005; Dekker 2004, 2008; 

Drake and Haka 2008; Schloetzer 2012), social exchange theory (e.g., Thompson et al. 2010; 

Walton and McKersie 1965) has been used extensively to examine the relational perspectives that 

are not purely economic. We follow this literature by relying on both TCE and social exchange 

theory to examine interfirm negotiations, and in particular the negotiation tactics that provide the 

basis for interfirm collaboration. We exploit the advantages of each theory in order to develop a 

more comprehensive understanding of the complex relations among uncertainty, information, 

control, behavior, and trust during multi-stage interfirm exchange. 

Negotiations are important interactions in ongoing buyer-supplier relationships to 

determine the contract (cost) price, especially when buyer’s and supplier’s contracts are 
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uncertain. The negotiation stage is instrumental in this respect, as this presents the first stage of 

intensive interactions between exchange partners that also sets the stage for future behavior 

during the collaboration. We study the complex interplay of uncertainty, control mechanisms, 

trust and negotiation behavior in a controlled laboratory experiment. Controlled laboratory 

experiments help overcome the limitations of archival-empirical and field research and allow 

researchers to study cause-effect relations under pure and uncontaminated conditions (Campbell 

1969). In addition, experimental methods allow for a rigorous test of a theory’s predictions, 

behavioral validity and assumptions (Deck and Smith 2013). We conduct a laboratory experiment 

as a research method to validate our argument that refined accounting information and monitoring 

control help alleviating the negative effects of uncertainty on negotiation behavior and trust in a 

dynamic model.  

The experiment is a computerized negotiation game between suppliers and buyers using a 

completely randomized 2x2x2 full factorial design. The negotiation experiment consists of three 

successive negotiation games that are based on Kelley (1966). The Kelley bargaining game is 

primarily selected because it resembles essential elements of real commercial negotiations, and 

more specifically the potential for both negotiators to find a joint solution that represents a Pareto 

optimum (De Dreu et al. 1998; Van den Abbeele et al. 2009). 

To collect the experimental data, around 350 students from graduate and undergraduate 

accounting courses of a Dutch university have been recruited to play the game, which has resulted 

in 175 usable dyadic observations that are analyzed in each of the studies in this dissertation. 

Each student used a computer terminal to play the game, to communicate with the partner and to 

send in his or her decisions. Unique in the experiment is that we were not only able to analyze 

offers and counteroffers, joint decisions and negotiation outcomes, but also the communication 

between participants and the information exchanged between negotiators. We have recorded the 

interactions which comprised of 538 pages of messages and used ATLAS.ti v.6.2 to code and 

analyze the negotiation behaviors. 

We use the data collected through this experiment to conduct three related studies. 
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Study 1 

In this study, we provide insight into the question how in an outsourcing setting, both 

accounting information and monitoring control affect negotiation behavior and outcomes (see 

Figure 1).  
 

 
Figure 1. Simplified representation of the research model in study 1 

 

We focus in particular on the use of these mechanisms in the presence of uncertainty, which 

has been found to be a primary antecedent of problems in and failures of outsourcing relations. 

We expect on the basis of this argument that negotiation behavior, in the form of negotiation 

tactics, mediates the influence of these three conditions on joint outcomes. We find that 

negotiation conditions influence partners' use of negotiation tactics, which in turn are associated 

with negotiation outcomes. A greater use of integrative tactics relative to distributive tactics is 

associated with greater joint profit. In addition, we find that both refined accounting information 

and monitoring of the negotiations independently contribute to alleviating negotiators’ concerns 

about uncertainty on negotiation behavior, which in turn is associated with greater joint profit. 

 

Study 2 

In the second study we extend the analysis of study 1 and introduce trust as an alternative 

or complementary control method that guides negotiation behavior and the possibilities to find an 

optimal negotiation outcome. This study uses the experimental data to test a dynamic model of 

how refined accounting information and monitoring control affect negotiation behavior and trust 

development during negotiations between outsourcing partners in the context of uncertainty that 

surrounds the transaction (see Figure 2).  
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Figure 2. A simplified representation of the research model in study 2 
 

In this study, we analyze the interrelationships between trust and control. As a first step, we 

focus on how control affects negotiation behavior that may lead to the creation of trust between 

partners. Trust creation is studied in different conditions of uncertainty surrounding the 

transaction. We also analyze the impact of trust in later stages of the negotiation when monitoring 

controls are eliminated. We argue that both refined accounting information and monitoring 

control positively influence trust development, and that this influence runs through their influence 

on negotiators’ choice of negotiation tactics, and that the relevance of these mechanisms increases 

in settings characterized by high uncertainty. Results support the expectations that the presence of 

refined accounting information and of monitoring control support the development of trust 

between negotiators, which effects run through their influence on cooperative behaviors. 

Consistent with the argument that the association between trust and control is conditional on risk, 

these effects are most pronounced under high uncertainty. Results further show that while trust 

built is not predictive of future negotiation behavior, trust does have positive effect on 

negotiators’ joint performance. Consistent with these findings, refined accounting information 

and monitoring control help alleviate these negative effects of uncertainty on joint performance. 

Finally, results show that when monitoring control is eliminated, trust and performance persist 

even in its absence, which effects are more pronounced when negotiators face high uncertainty. 

 

 

 

 

 

 

 

Negotiation 
tactics 

 
Initial stage 

 

Trust 
building 

 

Negotiation 
tactics 

 
Later stage 

 
 
 

Joint 
profit 

Uncertainty 
 

Accounting 
information 

 

Monitoring  
control  

 

Manipulated  

Monitoring 
removed 

Early stage of buyer-supplier relationships Later stage of buyer-supplier relationships 
 



6 
 

Study 3 

Although collaborative relationships through joint outcomes of the exchange partners 

create unique value that neither partner can create independently, there is tension between 

maximizing such value and distributing it between the exchange partners. This study analyzes 

how uncertainty, accounting information and control instruments affect individual negotiators’ 

behavior, and how this behavior is associated with reciprocating behaviors, trust building, future 

negotiation behavior and negotiator profit (see Figure 3). 

We re-analyze the experimental data to examine whether the negotiation dynamics between 

negotiators converges with expectations at the dyadic level that are based on symmetry and 

reciprocation of behavior. We find that buyers on average engage more in distributive negotiation 

behavior than suppliers do, and also earn greater profits. When negotiators face high uncertainty, 

both enhanced accounting information and monitoring control positively affect individual use of 

integrative tactics, in particular for suppliers who without such mechanisms use more distributive 

tactics. Our findings show that a negotiator’s use of negotiation tactics evokes reciprocating 

partner behavior and partner trust, with greater use of integrative tactics resulting in reciprocating 

partner behavior and greater partner trust. A negotiator’s current behavior is also associated with 

similar behavior in future negotiations, showing temporal persistence of such behaviors. Results 

further show that a negotiator’s use of integrative (distributive) tactics negatively (positively) 

affects her/his own results, but through the reciprocation of partner behavior, it indirectly affects 

own profit positively (negatively). While these results are largely consistent with dyadic 

negotiation analyses, they also show mean differences in behavior and outcome, and that it is 

primarily the supplier whose behavior is affected by negotiation conditions, and though whose 

behaviors reciprocation is initiated. 
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Panel A: Early stage of buyer-supplier relationships 
 

 
 
 
Panel B: Later stage of buyer-supplier relationships 
 

 
Figure 3. A simplified representation of the research model in study 3 
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