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ABSTRACT 

Sharing knowledge in a supply chain is one way to enhance strategic competitiveness. It is generally 
agreed that the development of close relationships facilitates knowledge sharing among supply chain 
partners. In this study, we examine how attitude toward relationship establishment, or relationship 
orientation, affects the willingness to share knowledge and how this association is affected by the 
control over resources (power symmetry) and use of resources (dysfunctional conflict). Data are 
collected from 366 organizations that are among the top 1000 Taiwanese manufacturing firms of 2008 
listed by Business Week. Our results show that power asymmetry between partners increases the 
willingness of weak partners to enhance their relationships with strong partners to improve the degree of 
knowledge sharing, whereas dysfunctional conflict decreases the willingness and damages efforts to 
establish relationships to share knowledge. 
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INTRODUCTION 

Business relationships are built, maintained, and enhanced to achieve corporate goals. In a supply chain, 
different types of relationships are formed based on the type of collaboration, from close collaborative 
product development to simple buy-and-sell interaction. Both partners in a relationship strive to gain 
benefits, which requires some degree of trust, commitment, and flexibility in the relationship [1]. For a 
supply chain to be successful, collaborative behavior and activities need to be promoted to build 
trust-based relationships among members [2]. 

Another key determinant of successful supply chains is the sharing of knowledge and learning to 
create and sustain competitive advantages [3]. Thus, companies should focus on knowledge management 
to facilitate effective sharing among supply chain members [4]. To improve interorganizational 
coordination and product quality, a company often demands that its partners (such as subcontractors or 
suppliers) implement common processes, which requires a high degree of knowledge sharing. 
Interorganizational knowledge sharing within a supply chain has become a common practice, because it 
contributes vitally to sustaining the competitive advantage of the supply chain as a whole [5]. 

In this study, we first examine how the relationship orientation of a company affects its attitude toward 
sharing knowledge with supply chain partners. Relational benefits, relational proclivity, and 
connectedness are used to measure the benefits derived from relationships, predisposition to form 
relationships, and level of dependence of relationships, respectively. Then, we look into how 
resource-related factors affect the connection between relationship orientation and willingness to share 
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knowledge. Specifically, we examine how power asymmetry, or imbalance, related to control over 
resources, and dysfunctional conflict over the use of resources affect the interaction between relationship 
orientation and knowledge sharing. We conduct an empirical study of organizations that are among the 
top 1000 Taiwanese manufacturing firms in 2008 listed by Business Week. In total, 366 survey 
questionnaires are collected and their data analyzed. 

 

RELATIONSHIP ORIENTATION 
Relationship orientation is an evaluation of the relational value in a given exchange context [6]. 
Firm-level relationship orientation represents the inclination of an organization to seek or avoid 
relationships with supply chain partners. Research shows that various factors affect relationship 
orientation, including the value of the product offered, relative dependence, industry norms, and the 
philosophy of doing business [7]. Dependence, dynamism, purchase complexity, and product importance 
are critical to the relational governance structure in buyer-seller relationships [8]. Industry-related norms, 
buyer reward systems, salesperson competence, and product dependence are also significant determinants 
of relational governance in these relationships. 

In this study, we use widely recognized factors related to partner dependence in a supply chain, 
including relational proclivity and relational benefits, to determine relationship orientation. In the 
organizational context, relational proclivity is the advantage that accrues via supply chain relationships, 
and plays a vital role in relationship building among companies. It is the relatively stable and conscious 
tendency of a customer to engage with retailers of a particular product category [9]. In a supply chain, a 
strong relational proclivity means that a firm wants to maintain positive relationships with its partners. A 
high level of relational proclivity enables tasks to be shared effectively and consensus to be reached in 
shared decision making, while greater trust in partners enables the building of stronger interorganizational 
relationships [10]. 

 

THEORETICAL FRAMEWORK AND HYPOTHESIS DEVELOPMENT 
Information exchange is necessary for the management of uncertainty and learning. In a supply chain, 
companies expend great efforts to determine the information to be shared with partners to expedite 
logistics flow. In general, contracts are used to state the terms of and regulate information exchange. 
However, when it comes to firm operations, unstated information may also need to be shared because of 
operational uncertainty. In addition, when relationships become closer, collaborative tasks, including 
product design and process improvement, become more knowledge intensive, and thus corporate 
knowledge needs to be shared. Relationship orientation determines both the intent to share knowledge to 
improve firm performance and the degree of knowledge sharing. Thus, we posit: 

Hypothesis 1: Relationship orientation is positively related to knowledge sharing. 
In interorganizational relationships, power is the ability of a firm to compel compliance. In a supply 

chain, power refers to the control by a company over the resources that a partner needs. The degree of 
partner dependence varies depending on the benefits that one firm is able to offer to the other. A firm will 
choose to cooperate with another one that can provide the former with greater benefits. Dependent 
relationships are characterized by an imbalance of power. Thus, we posit:  

Hypothesis 2: Power symmetry decreases the positive effect of relationship orientation on knowledge 
sharing. 
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Traditionally, all conflict is seen as dysfunctional. Dysfunctional conflict has harmful consequences 
on the use of resources, including the distortion of information by a decision maker, who may interact 
with others with hostility and distrust, and the formation of barriers during the decision-making process. 
Dysfunctional conflict is associated with opportunistic behavior, where members focus on their own 
needs, which negatively affects others and information gate keeping. Dysfunctional conflict and the 
typically unhealthy behaviors that precede and proceed from it decrease the level of cooperation and 
coordination of strategy activities and the quality of strategy planning and implementation. 

Hypothesis 3: Dysfunctional conflict decreases the positive effect of relationship orientation on 
knowledge sharing. 
 

DATA COLLECTION AND RESEARCH DESIGN 
The data were collected from organizations that were among the top 1000 Taiwanese manufacturing 
firms of 2008 listed by Business Week. Questionnaires were mailed to the production managers. A total of 
366 usable responses were returned. Chi-square analysis of the industry distribution of the respondents 
showed no difference between respondent and non-respondent firms which, suggests that non-response 
bias is not a problem.  

All items of the survey instrument were adopted from the literature, with some minor adjustments to 
adapt them to the context of supply chains, as shown in the Appendix. The respondents were asked to 
evaluate statements on a seven-point Likert scale ranging from 1 (strongly disagree) to 7 (strongly agree). 
The questionnaire was administered in Chinese and all constructs were investigated using multiple items.  

A pre-test was conducted using a panel of four academic experts and five Ph.D. students, who 
evaluated the content and appearance of a survey questionnaire consisting of 18 items. Special efforts 
were made to ensure that the translated items were consistent with the items in the literature. Then, 
several large manufacturing firms were invited to review the instrument. A survey package comprising 
(1) a cover letter explaining the research objectives, (2) the questionnaire, and (3) a stamped, 
return-addressed envelope was distributed to production managers of the invited firms. The respondents 
were asked to complete the questionnaire and provide comments on the wording, understandability, and 
clarity of the items, as well as the overall appearance and content of the instrument. Only minor cosmetic 
changes were suggested, and no statements had to be omitted. After the minor changes were made, and 
following a further review of the instrument by two other academic experts, the questionnaire was 
deemed ready to be sent to a large sample to gather data to test our research model. Appendix shows the 
18 items, the corresponding constructs that were measured, and the references. 

ANALYSIS AND RESULTS 
Structural equation modeling (SEM) using LISREL 8.52 was used to analyze the hypothesized 
relationships of the research model. SEM aims to simultaneously examine the interrelated relationships 
among a set of posited constructs, each of which is measured by one or more observed items (measures). 
It involves the analysis of two models: a measurement (or factor analysis) and a structural model. The 
measurement model specifies the relationships between the observed measures and their underlying 
constructs, with the constructs allowed to intercorrelate. The structural model specifies the posited causal 
relationships among the constructs. 

 Prior to the analysis, we performed exploratory factor analysis using principal axis factoring to 
ascertain whether our items loaded onto a common latent factor. Table 1 shows that all factors (relational 
benefits, relational proclivity, and connectedness) have eigenvalues greater than 1.0 and together explain 
79.4% of the variance at a satisfactory level of significance. To check the convergent and discriminant 
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validity of the instrument, we performed confirmatory factor analysis. The measurement model specified 
for the research model was found to be able to ascertain the extent to which the observed measures 
(surveyed items) actually measure their corresponding construct. The 18 items of the survey instrument 
were first analyzed to assess their dimensionality and measurement properties. All items loaded 
significantly and substantially onto their underlying construct, which provides evidence of convergent 
validity. Using confirmatory factor analysis, all items were found to perform well and were thus retained 
in the model. Following the suggestion of, Harmon’s one-factor test was run to ensure that common 
method variance did not account for our findings. Unrotated principal components analysis revealed four 
factors with eigenvalues greater than 1, which accounted for 72.3% of the total variance. The first factor 
did not account for the majority of the variance (23.5%). As no single factor emerged that accounted for 
most of the variance, common method bias does not appear to be a problem in the study. 

Table 2 Results of exploratory factor analysis 

Factors of Relationship Orientation Eigenvalue Variance Cumulative 
variance 

Relational benefits 4.625 43.7% 43.7% 

Relational proclivity 1.826 20.1% 63.8% 

Connectedness 1.639 15.6% 79.4% 

 

The chi-square of the measurement model was significant (χ2 = 75.31, degrees of freedom [d.f.] = 215, p 
< 0.001), and the value of χ2/d.f. (less than 2) indicates an ideal fit. The large chi-square value was not 
surprising because the chi-square statistic has been shown to be directly related to the sample size. To 
assess the overall model fit without the influence of sample size, alternative stand-alone fit indices less 
sensitive to sample size were used. These indices included the goodness-of-fit index (GFI), the adjusted 
goodness-of-fit index (AGFI), the comparative fit index (CFI), the root mean square residual (RMSR), 
and the root mean square error of approximation (RMSEA). For a good model fit, the GFI should be 
close to 0.90, the AGFI greater than 0.80, the CFI greater than 0.90, and the RMSR less than 0.08. The 
assessment of the measurement model suggested an acceptable model fit (GFI = 0.949; AGFI = 0.908; 
CFI = 0.942; NFI = 0.927; RMSEA = 0.045). To assess the reliability of the constructs, composite 
reliability (CR) was calculated. All of the composite reliability values, which ranged from a low of 0.810 
to a high of 0.925, exceeded the recommended cut-off value of 0.70. A variable’s squared multiple 
correlation (SMC) is the proportion of its variance that is accounted for by its predictors. The average 
variance extracted (AVE) was greater than 0.50 in all cases, which means that the variance accounted for 
by each of the constructs was greater than the variance accounted for by the measurement error. In 
addition, the assessment of the discriminant validity between the constructs indicated good model fit. 
Table 2 summarizes the assessment results of the measurement model. 

 

Table 2 Assessment results of the measurement model 
Construct Items Standardized 

loading 
Standardized 

error t-value SMC Mean S.D. CR AVE 

Relationship 
Orientation 

RB1 0.748 0.149 7.126*** 0.581 4.89 0.926 

0.956 0.711 
RB2 0.894 0.141 5.789*** 0.826 5.12 0.915 
RB3 0.745 0.158 8.015*** 0.578 4.93 0.921 
RB4 0.912 0.113 5.886*** 0.839 4.10 0.938 
RB5 0.732 0.563 5.115*** 0.427 4.84 0.981 
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Construct Items Standardized 
loading 

Standardized 
error t-value SMC Mean S.D. CR AVE 

RB6 0.858 0.693 6.262*** 0.637 4.15 1.092 
RB7 0.731 0.162 4.889*** 0.687 5.18 0.915 
RB8 0.761 0.158 5.211*** 0.685 5.43 0.921 
RB9 0.732 0.169 8.676*** 0.593 5.44 0.919 

Power 
Symmetry 

PS1 0.937 0.103 3.753*** 0.891 4.68 0.967 
0.912 0.777 PS2 0.735 0.225 6.132*** 0.441 4.92 0.993 

PS3 0.783 0.256 8.189*** 0.442 4.90 0.994 

Dysfunctional 
Conflict 

DC1 0.891 0.382 6.082*** 0.659 4.14 1.088 
0.885 0.719 DC2 0.792 0.192 6.795*** 0.513 4.87 0.949 

DC3 0.818 0.241 6.886*** 0.515 4.98 0.884 

Knowledge  
sharing  

KS1 0.929 0.156 3.485*** 0.873 4.31 1.181 
0.943 0.847 KS2 0.932 0.153 3.975*** 0.848 4.52 1.016 

KS2 0.901 0.151  3.953*** 0.836 4.29 1.011 
*** denotes significance atα= 0.001. 

 

 

 
 
          
 
 

 
 
 
 

 
 

 
 

 
 

Figure  The Structural Model.  
** denotes significance atα= 0.005; *** denotes significance atα= 0.001. 

 
DISCUSSION 

In this study, we find that relationship orientation is significantly and positively associated with 
knowledge sharing that relationship orientation is important to organizational performance and that a 
stronger relational proclivity within organizations and connectedness between them leads to closer 
interaction between supply chain partners. In this study, we find that the combination of relational 
benefits, relational proclivity, and connectedness explains very well the relationship orientation of a 
company. However, relational benefits constitute the greatest contributing factor. It is no surprise to find 
that a company will form a supply chain only when it can benefit from the relationship.  

We also find that power symmetry is negatively associated with the relationship between relationship 
orientation and knowledge sharing. This indicates that when a significant power gap exists between two 
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parties in a supply chain (because of asymmetry in data, information, knowledge, or other resources), the 
weaker party is likely to want to maintain a closer relationship and share more knowledge. Moreover, 
when the balance of power between two parties is symmetric, relationship enhancement to improve the 
sharing of knowledge may not be useful, whereas negotiating a comprehensive contract may be. 

Finally, we find that dysfunctional conflict is negatively associated with not only relationship 
orientation and knowledge sharing but also the relationship between them that dysfunctional conflict 
between organizations has a significant negative effect on company performance. Such conflict can 
impair the willingness to enhance relationships and to share essential knowledge. According to the 
returned questionnaires, the main area in which manufacturers and subcontractors collaborate is 
technology transfer to develop new technologies and products (48.57% of the collaboration items), which 
indicates that almost half of the collaboration is related to R&D. R&D requires a huge amount of human 
resources and knowledge sharing. Dysfunctional conflict can harm relationship formation and as a result, 
knowledge sharing. Thus, supply chain partners should ensure that cooperative activities are well defined 
when establishing a partnership so that conflict does not damage the relationship or the future sharing of 
knowledge.  
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