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Literature
Review

Inchapter 2, wediscussedthefindingsof aninitial exploratory survey. In
thischapter weundertakeanin-depthliteraturereview of business-to-business
e-commerceand theimportanceof trust.

Thetask of undertakingaliteraturereviewischallenging, especially when
it involves theories from multiple disciplines. The chapter begins with a
discussion of e-commercefromtwo perspectives. atechnol ogical perspective
(includingtechnol ogy trust mechanisms), and asocial perspective(discussing
trust behavioursinbusinessrel ationships). Incorporatedintotheanalysisare
previoustheoriesthat focuson organi zational behaviour (inter-organizational
rel ationships), economic perspective (transacti on-cost-economicstheory),
and political perspective(resourcedependency theory). Therest of thechapter
isorganized asfollows. First, wediscusstheliteraturepertainingtotheneedfor
inter-organizational trust and providedefinitionsof trust frommulti-disciplines,
aswell ascharacteristicsand thedevel opment of trust in businessrel ationships.
Thisisfollowed by adiscussion of theperceived benefits, perceivedrisks, and
technol ogy trust mechani smsine-commerceleadingto outcomesof e-com-
merce participation. Then, we examinethe organizational, economic, and
political theoriesleadingtotheevolution of inter-organizational systemsto
inter-organizational trust. Finally, weconcludethechapter withthedevel op-
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ment of the conceptual model of inter-organizational trust in e-commerce
participation, leadingtoajustification of theresearch propositionsderivedfrom
themodel.

THE NEED FOR INTER-ORGANIZATIONAL
TRUST

In spiteof theefficiency and coordination benefitsdocumentedinboth
researchliteratureandthetradepress, e-commercegrowthwasrelatively slow
whenthisstudy wasinitiatedin 1997. Thefindingsof theKPM G e-commerce
survey (1999 —discussed in chapter 2) indicated that I nternet e-commerce
growthwasslower withinthe Asia-PacificregionascomparedtotheUnited
States. Thiswasdueto perceived risksin security of business-to-business
transactionsand alack of trust among trading partners (Drummond, 1995;
Hudoklin and Stadler, 1997; Keen, 1999; Nath et al., 1998; Storreston,
1998). Fearsabout electronic fraud and lack of privacy hampered I nternet
commerce(Gorriz, 1999).

Trust hasbeenidentified asoneof thecentral constructsinrelationship
marketing theory (Morgan and Hunt, 1994). The past decade has seen a
paradigm shift toward rel ational marketing, which encompassesrel ational
contracting, working partnerships, and strategic alliances (Anderson and
Narus, 1990; Dwyer, Schurr and Oh, 1987; MacNeil, 1980; Morgan and
Hunt, 1994). Relational marketingincludesactivitiesdirected toward estab-
lishing, devel oping, and maintai ning successful rel ational exchanges. Rel ational
exchangesinclude supplier partnerships(goodssuppliers, just-in-time, and
total quality management), lateral partnerships(competitors, technology ali-
ances, nonprofit organizations, government), buyer partnerships(ultimate
customersandintermediatecustomers), andinternal partnerships(functional
departments, empl oyees, and businessunits).

Previousresearchontrustin marketing and management suggestsafocus
ontransaction-specificinvestmentsandfirms' performance(Doney and Can-
non, 1997; Ganesan, 1994; Smithand Barclay, 1997; Zaheer etal ., 1998). For
example, trustinbuyer-seller relationsmay beanimportant sourceof competi-
tive advantage because it lowers transaction costs, increases satisfaction
(Geyskenset al., 1998), andfacilitatesinvestments, alongwith other favorable
outcomes (Barney and Hansen, 1994; Dyer and Chu, 2000; Gulati, 1995;
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