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Value differences as determinants of importers’ perceptions of exporters’
unethical behavior: Theimpact on reationship quality and perfor mance

Abstract
The article focuses on the value drivers of the uoathmarketing behavior of exporters, as seen
from the perspective of their importers, and hois th turn affects the quality of their working
relationship and performance. Based on a samdl83€ypriot importers, the study revealed that
similarities in national, corporate, and personalugs between importers and their foreign
suppliers are negatively related to unethical ntar§gepracti@s of the latter as perceived by the
former, and vice versa. Perceived export marketing unditlyica turn, negatively influences the
exporter-importer relationship quality (as expeeks terms of cooperation, communication, trust,
and commitment), which subsequently has harmfateffon the performance of the relationship. In
addition, the existence of a high similarity in lbbotalue strength and ethical codes between
importers and their export suppliers was found dsitjvely affect the quality of the working
relationship. Finally, the association of both amateandpersonal value similarity with perceived
export marketing unethicalityas found to be moderated by network ties, although Was not
evident in the case of national value similarityeTindings of the study have important implicasion
for import managers in terms of properly selectngl handling relationships with their foreign
suppliers.
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Importing; Exporting; Relationship marketinghi€al marketing; Values; Ethical codes.
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Value differences as determinants of importers’ perceptions of exporters’
unethical behavior: Theimpact on reationship quality and performance

1. Introduction

Increasing globalization, intensifying competition, and advancing transportation, communication, and
information technologies have been responsible for the phenomenal growth of international busines:
(Keegan, 2009). A large part of this activity is derived from import-export operations, whersssucce
relies heavily on building sound working relationships between the interacting parties (Holm et al.,
1996; Leonidou & Kaleka, 1998). These relationships erafplertersto better satisfy the needs of

their import customers, secure the continuation of purchases from them, minimize the possibility of
foreign customer loss, and use customers as a source of new product ideas and foreign mark
information. On the other hand, importers can ensure the long-term supply of products from foreign
suppliers, suggest ways of improving the efficiency of the production/delivery process, use the
suppliers expertise to protect their cost structure and achieve better prices, and exploit ideas relating
to the technical development of products (Han et al., 1993; Sheth & Sharma, 1997).

Despite their benefits, the development of harmonious exporter-importer relationships is
hindered ly many problems, mainly caused by the extent of the geographic and cultural distance
separating the parties involved (Nes, Solberg, & Silkoset, 2007). One source of problems is rooted ir
differences in the values held by the interacting parties, which are identified at the natiqpuahte,
or personal level (Lee et al.,, 2007). This is because having dissimilar values is responsible for
understanding and interpreting issues concerning the working relationship in a different way
(Scholtens &Dam, 2007). One key issue that warrants particular attention is that of marketing ethics,

since, among the various enterprise functions, marketing has often been at the forefront of criticisms



concerning unethical practices (Akaah & Lund, 1994).

Marketing ethics dfers to the extent to which the firm’s marketing policies and practices are
transparent, trustworthy, and respofeilthus creating a feeling of fairness and rightness by other
stakeholder parties (Armstrong, 1996; Murphy et al., 2005; Piercy & Lane,).200nethical
practicescancover any element of the marketing mix, such as selling dangerous or harmful products,
setting artificially high prices, deliberately delaying product delivery, and using misleading
promotions (Kotler & Keller, 2011). Although efforts to cultivate ethical marketing thinking in
organizations are increasing, with many firms developing an explicit code of ethics to set thie tone
their marketing decisions, some firms still adopt questionable (and in some cases illegal) marketing
practices (Bearden, Ingram, & La Forge, 2009). Such unethical marketing appraselesen more
evident in international business, since transcending national cultures changes the meaning of th
concepts involved in defining business ethicality (Stajkovic & Luthans, 1997; Tan &, 2H68).

The adoption of unethical marketing practices can seriously endanger business relationship:s
by: creating suspicion and reducing openness between the interacting parties; giving risal to mo
dilemmas and eroding honesty in the exchange process; undermining respect and increasin
uncertainty and instability in the working relationship; stirring up friction, frustration, and conflict
between sellers and buyersultivating short-term thinking and creating opportunistic behavior;
reducing the robustness of business decisiand increasing uncertainty about the relationship, as
well as jeopardizing its smooth progress (Gundlach & Murphy, 1993; Filatov, 1994; Oliver, 1999
Murphy et al., 2007). Despite the undermining role of unethical marketing behavior in developing
buyer-seller relationships, empirical research on the subject from an international business perspectiv
is lacking, especially as regards harmful effects on relationship quality and outcomes.

In light of the above, this article aims to contribute to the international business literature by



developing and testing a theoretically-anchored model that focuses on the value differences a:
determinants of imporbuyers’ perceptions okxporters’ unethical marketing behavior and how this
affects the quality and performance of the workielgtionship. Specifically, the research objectives
are: (a) to examine the effect of differences in national, organizational, and personal values betwee
the interacting parties on perceived unethical marketing practices; (b) to identify how thealinethic
marketing behavior of the exporter can affect the quality of the working relationship; (c) to explore the
impact of value strength similarity and ethical code similarity on relationship quality; é¥atoate

the effect of relationship quality on the performance outcomes of this relationship; and (e) to examine
the moderating role of importer-exporter network ties on the link between value similarity and
perceived export marketjrunethicality.

Although the above research objectives are seemingly based on common sense, the novelty c
our study lies in theoretical, methodological, and empirical grounds. Theoretically, we employ the
Social Contracts Theory (ISCT) to explain the role of values as an important source of
ethicality/unethicality in international business, as well as embodying the concept of netwoskaties a
potential moderator of the association between these two constructs. Methodologically, we
demonstrate through mediation analysis that perceived marketing unethicality is a key parametel
mediating the link between importers’ values and the quality of their relationships with foreign
suppliers. Empirically, we test for the first time important associations among constructs that are
critical in international business performance, namely values, business unethicality, ethical codes
relationship quality, and relationship performance.

The remainder of this article is formedt as follows: first, the extanresearch on
international business ethics is reviewed and the nature of values is elaborated; second, the

conceptual model of the study is presented and the hypothesized associations between constructs



are formulatedthird, the investigation method employed to carry out the study is explained;
fourth, the findings referring to each of the research hypotheses set are analyzed and discussed;
fifth, several conclusions and implications are derived from the study findings; and finally, the

limitations of the study are presented, together with directions for further research.

2. Literaturereview

2.1. International business ethics

As opposed to the domestic business ethics field that has been established since the 1960s,
international business ethics is a relatively new area of investigation. In fact, while dozens of
articles have been written on business ethical issues at the domestic level (see, for, example
reviews by Vitell (2003)0’Fallon and Butterfield (2005), Nill and Schibrowsky (2007), and
Schlegelmilch and Oberseder (2010)), only a handful of studies stress the international
dimensions of business ethics (Enderle, 1997). To some extent, this has been ascribed to the fact
that the business ethics discipline and the international business diseipllg€speak’ to each

other, and when they dthey ‘speak different languages’ (Doh et al., 2010). Irrespective of this
incongruence between the two disciplines, extant research on international business ethics can be
categorized into five groups.

The first stream of research focuses on the philosophical underpinnings of international
business ethics. In this context, Velasquez (1995) identifies three different theoretical approaches
() Donaldsn’s (1989) human rights, which recommends firms to refrain from any action that
would harm the fundamental rights of people in other countries, such as ownership of property,
political participation, and subsistence; (b) Elfstrom’s (1991) utilitarialism, which advises firms

to promote in foreign countries the greatest good for the greatest number of people, in order to



preserve human life and its means; and (c) De George’s (1993) ethical guidelines, which counsel
international firms on how to operate ethically in less developed nations, such as by respecting
the human rights of their employees, contributimghe host country’s economic development,

and paying their fair share of taxes. However, Hendry (1999) warns and theoretically
demonstrates that a ‘universalist’ approach to international business ethics is difficult to preserve

due to discrepancies between home country and host country values.

The second group of studies deals with the role of cultural values and norms in shaping
international business ethics behavior. Some of the issues examined here are: the infusion of
spiritually-based principles and values (derived from religions and their secular equivalents) in
international business ethics to create moral freedomultinational firms (Jackson, 1999;
Saeed et al., 2001); the identification of similarities and differences in ethical attitudesrbetwe
managers from different cultures when evaluating ethical ‘hypernorms’ and ‘local norms’ (Bailey
& Spiger, 2007); and the association of cultural dimensions (i.e., individualism, uncertainty,
masculinity, and power distance) on ethical policies, such as prevention and control of
bribery/corruption, following a human rights policy amdode of ethics/systems (Schlegelmilch
& Robertson, 1995; Hood & Logsdon, 2002; Scholtens & Dam, 2007).

The third research stream emphasizes the need to develop and implement a code of
international business ethics. Langlois and Schlegelmilch (1990) first show, through their
comparative research between European and US firms, that there are distinctive differences in
codifying ethics, and that most codes made their way into Europe via subsidiaries of US firms.
In this context, Smeltzer and Jennings (1998) propose a code of conduct that would present
guidelines for core ethical business conduct across different cultures. They also recommend a

four-step approach (i.e., training international managers, developing a code of universal values,



conducting an environmental country analysis, and using internal auditors in foreign operations)
to implement such a code. In similar vein, Asgary and Mitschow (2002) develop an international
business code of ethics that comprises issues such as: respecting social and cultural values and
traditions; honoring contracts, agreements, and assigned responsibilities; and upholding
environmental laws and regulations. Finally, Kaptein (2004) finds that only slightly more than
half of the two hundred largest multinational companies in the world have a business code, with
most emphasis giveio quality of products and services, adherence to local laws and regulations,
and protection of the natural environment.

The fourth group of studies examines ethics within the sphere of international marketing,
building primarily on the work of Armstrong et al. (1990), who identify ten ethics problem areas:
traditional small-scale bribery, large-scale bribery, gifts/favors/entertainment, inappropriate
products/technologies, questionable pricing practices, tax evasion practices, illegal/immoral
activities, questionable commissions to channel members, involvement in political affairs, and
abnormal business practices. These ethics problems were examined in conjunction with
organization and industry factors (Armstrong & Sweeney, 1994), cultural dimensions
(Armstrong, 1996), and country settings (Ch&nArmstrong, 1999), revealing significant
differences.

The final group of studies focuses on specific aspects of international business ethics,
such as those pertaining to: the labor dimensions of codes of conduct in the global marketplace
(Diller, 1999a), the abuse of children in the workplace (Diller, 198@kk & Van Tulder, 2002;
French & Wokutch, 2005), the use of bribery and corruption in international transactions
(Fadiman, 1986; Onkvisi& Shaw, 1991; Brouthers et al., 2008), #utespecople’s ethical

perceptions across different cultures (Dubinsky et al., 1991), and the political activities followed



by multinational corporations on climate change (Kolk & Pinkse, 2007).

A number of observations can be made with regard to the previous review of the
international business ethics literature: (a) most of the empirical studies on the subject have been
of an exploratory and descriptive nature, with only a few applying rigorous research @esigns
analyses; (b) the emphassson multinational corporations, while exporting which is the most
common method of foreign market entry has been neglected; (c) the bulk of research has been on
the general business practices of firms in international markets, while marketing has received
only tangential attention; Jdalthough ethics is at the core of any working relationship, there has
been no attempt to connect ethical issues with behavioral aspects of this relationstep ttaed
potential role of network ties in influencing perceived business/marketing uenthicality has never

been investigated.

2.2. The nature of values

Values refer to broad tendencies and enduringfbealigout proper modes of conduct and preferred

or desired outcomes (Rokeach, 1973; Nystrom, 199®).such, they provide the foundation for
developing attitudes that will subsequently formtaiarbehaviors (Homer & Kahle, 1988). Values
comprise cognitive, affective, and directional ederts, which are used by people in making their
judgements, preferences, and choices (Wiliams, 1968). Blok&873) distinguishes between two

sets of values: (a) instrumental, that is, values focusing on moral or competence issues which
describe preferred modes of conduct (e.g., responsible, obedient, capable); and (b) terminal, that
is, values centering mainly on personal or social aspects, which are responsible for leading to a
desirable end-state of existence (e.g., pleasure, self-respect, social recognition). There are

indications that certain values are responsible for steering specific types of behavior, as in the



case of honesty (instrumental value) and freedom (terminal value), which were m@sited
associated with ethical decision-making (Fritzsche, 1995).

There are a number of assumptions underlying values, the major ones lain@)th
compared to the existence of a plethora of opinions and attitudes, the number of values is
relatively small, although the same value may form the basis of numerous opinions and attitudes;
(b) similar values are processed by individuals and organizatioasdifferent degree, thus
having a different impact on behavioral actions; (c) values are organized into systems that consist
of a series of clusters of values witvarying degree of importance; (d) societal, institutional,
and personality factors are responsible for determining values, which stresses their situation-
specific nature; and (e) the consequences of values are seen in almost every aspect of human
behavior, as in the case of making moral judgments, justifying self or others, and taking social
actions (Rokeah, 1973; Akaah and Lund, 1994).

Very rarely isa certain behavior guided by a single and/or the same value, but is instead
the result of multiple and changing sets of values (Williams, 1968). Although in a specific
culture people share more or less the same values, the importance attached to a given value may
differ from one individual to another (Rokeach, 1973). The same is also true in the case of
organizations characterized by specific value systems, whose employees may have different
value hierarchies (Finegan, 1994). A number of factors are responsible for setting different
priorities to values, such as different political ideologies for personal values, different business
policies for organizational values, and different cultural traits for national values (Rokeach,
1973).

Undoubtedly, values play a dominant role in business decision-making, in the sense that

they direct managers to making choices between various strategic alternatives, influencing the
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content of human resource policies, and providing guidance for building and managing
relationships with various stakeholder groups (Akaah & Lund, 1994). Values provide standards
that direct organizations to adapt to the external business environment, while at the same time
integrating their activities internally (Hunt, Wood, & Chonko, 1989). As such, they have an
indirect impact orthe firm’s performance (Donker, Poff, & Zahir, 2007). There seems to be an
agreement among business ethics researchers that ethical business decision-making is highly
correlated with certain values, implying that superior standards of ethical behavior in
organizations can be achieved by properly monitoring different kinds of values (Fritzsche, 1995).
Although crucial, empirical evidence demonstratingis thlink between values and
ethical/unethical business (and particularly marketing) practices is relatively sporadic (Fritzsche,

1995).

3. Conceptual modd, theor etical background, and resear ch hypotheses

In light of the above gaps in the international business ethics and values literatures, our study
takes a fresh lookt the subject by proposing and testing a conceptual model that links together
values, ethical-related issues, and exporter-importer relational aspedisg(gaxl). The model
theorizes that the existence of differences in national, corporate, and peeara between
importers and their foreign suppligssresponsible for generag unethical marketing practices on

the part of the exporter. This, in turn, will nagely influence the quality of their working
relationship, as expres$in terms of cooperation, communication, trust, aschmitment. The

model also assumes that both value strength sityiamd ethical code similarity have a positive
impact on relationship quality.  Finally, relatibns quality is postulated as being positively

correlated with the performance outcomes of theomep-exporter venture. Altogether, seven
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research hypotheses are formulated, which are elaborated in the following.
...Insert Figure 1 about here...

Our model is theoretically grounded on the Integrative Social Contracts Theory (ISCT),
which argues thacommunity values and norms constitute a crucial source of ethics in business,
because they serve as important standards in defining whether a certain business action is right or
wrong (Donaldson & Dunfee, 1999Yhese values and norms can refer to different ‘community’
levels (e.g., social/culture, organizational, individual), which can ultimately affect the formation
of ethical attitudes and behavior (Donaldson & Dunfee, 1999). Thus, a central feature of this
theory is that ethical perceptions are highly context-specific, in the sense that they are fully
embedded in the values, norms, and practices characterizing the specific social context in which a
business activityakesplace (Donaldson & Dunfee, 1999).

The criteria used by individuals to define a business practice as ethical or unethical are
derived from cultural traditions, unwritten rules, and social norms, (Reidenbach & Robin, 1990).
These are responsible for helping an individual to understand the appropriateness of a specific
action and form ethical attitudes towardDonaldson & Dunfee, 1999)The individual’s ethical
attitudes will also depend on the dego€éis/her participation in a particular ‘community’, since
the values and norms of the latter affect his/her ethical evaluations and decisions (Bailey &
Spicer, 2007). This implies that members of the same ‘community’ may respond differently to
‘community’ values and norms and that some may have a stronger effect than others.

The multi-level perspective adopted by the Integrative Social Contracts Theory implies that
attitudes toward business ethics can be affected by differences at the nationalatbogaihior
personal level between interacting parties in an international business relationship (Bailey &

Spicer, 2007).In fact, conflicting perceptions of ethical principles and judgments resulting from
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such differences are very likely to lead to serious collaboration problems between buyers and
sellers (DeGeorge, 1993). These problems can become more aauwteds-cultural business
setting, due to the greater distance separating the relationship parties (Doh, Husted,&Matten,

Santoro, 2010).

3.1 Main hypotheses

3.1.1.Values and unethical marketing

According to Ferrell and Gresham (198&3ues can be broadly traced at three different levels
namely national, organizational, and persomddtional values are basic convictions held by peopl
in a given society, leading them to consider somgths appropriate or inappropriate, which guide
their behavior (Hofstedd,983. Respecting foreign country values, coupled with thititglio set
aside one’s own values in order to understand thosé others, is a key determinant of successful
international marketing practices (Jeannet & Heepmek99B). The great diversity that exists in
national values across countries leads to different eafitans of what is acceptable or unacceptable
conduct (Svensson & Wood, 2003; Whitecomb, Erdefeti, 1998). This situation creates
loopholes that allow for the emergence of unethizainess actions (Piercy & Lar2Q07). For
instance, violatig business contracts or unwritten promises, actirg self-interestd manner, and
not complying with the law are very common undeiséheircumstances. Unethical behavior is
likely to affect elements of the exchange betweeroe&s and importers, such as offering sub-
standard products, overcharging, deliberately degpyilelivery procedures, and engaging in
deceptive advertising (Gaski999). Based on the above discussion, we may hypothibsize

Hi: The greater the similarity in national values between importers and their export suppliers,

theless unethical the marketing practices of the latter are perceived to be by the former and
vice versa.

13



Corporate values provide the basis for judgmentsiawhat the organization hesdo in
order to successfully carry out its core businessedisas representing what the organization stands
for in the environment in which it operates (Donkieale 2008). These values provide the basis for
the behavior of members of the organization andaacan invisible hand in the performance of
business activities, such as cost reduction, quatiprovement, and increased operating flexibility
(Bendixan & Abratt, 2007). Corporate values deteenwhat is considered right or wrong by the
organization as a whole, and are thetricably linked with the firm’s ethical behavior (Donker et
al.,, 2008. Organizations that do not share similar valuesnaoee likely to have an ineffective
working relationship since unethical practices may arise during the ssowf their interactions
(Andrews, 2000). This is particularly &in the case of international business relationship&re
diversity of organizational values is more likely, due to défar cultural traditions, political-legal
systems, and business practices (Boyacigiller & Adlg®J). The following hypothesis set:

H.: The greater the similarity in corporate values between importers and their export suppliers,
theless unethical the marketing practices.of the latter are perceived to be by the former and
vice versa.

Personal values refer to thermanent perceptual framework of individuals workingan
organization that shapes and influences the gendtaknat their behavior (Olivef,997). They are
usually affected by forces prevailing in thdividual’s immediate environment, such as the family,
school, and religious institution (Forsyth, 199Based on these factors, a person may develop and
adopt different types of ethical behavior. For anse, idealists will usually adhere to moral
attitudes and universal absolutes when making ethical judgments (Beauchamp & Bowie, 1983),
while egoists tend to stress self-promotion as their main goal in life and consider an action as
ethical only when it best promotes their long-term interests (Shaw, 1999). In an international
domain, differences in the personal values of individuals are more likely to occur, as a result

14



of different cultural backgrounds and traditions (Stajkovic & Luthans, 1997). The latter will
affect the way ethical marketing actions are viewed and interpreted. For examapliduals
demonstrating high masculinity and valuing material success and assertiveness are unlikely to be
influenced by formal codes of ethics, while individuals characterized by a high degree of
uncertainty avoidance tend to reduce risks by believing in absolute truth (Vitell et al., 1993;
Schlegelmich & Robertson, 1995). Hence, we may posit that:
Hs: The greater the similarity in personal values between importers and their export suppliers,
theless unethical the marketing practic&s.of the latter are perceived to be by the former and
vice versa.

3.12. Unethical marketing, value strength, ethicalespdnd relationship quality
Concealing vital information about the product,haitawing promises relating to payment terms,
delivering goods that were not ordered, and pramgdtienefits that are not genuine are some of the
many forms of unethical marketing practices used dliers (Gaski, 1999). Such deceptive
marketing behavior is very likely to take place miaternational business setting, due to the great
geographic and psychic distance separating selt@rsibuyers (Schlegelmich & Robertson, 1995)
The existence of unethical marketing behavior onpidwe of the exporter is very likely to harm
cooperation, communication, trust, and commitmeihe relationship with the import buyer. Such
behavior may: (a) give the impression thia foreign partner is preventing the achievement of
goals; (b) lead to disappralof the existing arrangements made in the working relationship; and
(c) create a feeling of ambiguity, as to whether the economic and non-economiwithdedsnet
within the relationship. We can therefore formulate the following hypothesis:

H,4: Themore unethical the marketing behavior of export suppliers as perceived

by importers, the lesser the quality of their working relationship.
The strength of value system refers to the importance attached by an organizaton to
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specific set of preferential standards of conduct shared by its employees (Rokeach (l§33).
has significant implications for the type, content, and intengityi@organization’s behavioral
actions, such as selecting products, invoking social sanctions, and resolving conflicts (Williams,
1979). The strength of a value system will also help to better crystallize the ethicalationiic
of a specific business situation and lead to certain positive (e.g., rewards) or negative (e.g.,
sanctions) actions (Finegan, 1994). When two organizations attach the same importance to a
specific value (e.g., serving the public, improving effectiveness, enhancing reputation), they are
more likely to collaborate, communicate openly, trust each other, and coorthmét relationship
(Bendixen & Abratt, 200)/ All these are important ingredients toward improving the quality of
the working relationship. Thus, we can hypothesize that:
Hs: The greater the similarity in the strength of the value systems between importers and their

export suppliers, the better the quality of their working relationship.

A corporate ethical codesfers to a broad principle for conduct (usually expressed in
documented form), which guides the actions of the members of an organization (Benson, 1989).
A code of ethics incorporates such issues as business principles, codes of practice, rules of
conduct, and corporate social responsibility guidelines (Langlois & Schlegelmilch, 1990). It
offers a tool that helps to create awareness of ethical issues within the organizatiolh,aas we
resolve potential ethical dilemmas confronted by its managers and employees (although, for
obvious reasons, it cannot single out every possible ethical situation) (Bowie, 1982; Donker,
Poff, & Zahir, 2007). Although sometimes ethical codes are used for symbolic purposes, in most
firms these are enforced through actual business procedures and policies (Weaver, Trevino, &
Cohran, 1999). A code of ethics provides a means to articulate the company’s values, and, as

such, sharing similar codes with another firm helps to prevent and/or trace unethical situations at
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an early stage (Kaptein, 2004). This is expected to reduce any harmful effects that they may have
on the quality of the working relationship. Based on the above, we may posit that:

Hs: The greater the similarity in the ethical codes between importers and their export

suppliers, the better the quality of their working relationship.

3.13. Relationship quality and performance
Relationship quality is a higher-order constructnprising cooperation, trust, commitment, and
communication. Cooperation is the extent to which there is a joint effort, team spirit, and
collaboration among the exchange parti@kirfner, Gassenheimer, & Kelley, 1992However,
the absence of cooperation may lead to incompatible goals, unclear responsibility areas, and
perceptual vagueness, which lessen relational effectiveness and efficiency. Trust refers to the
belief by one party in a working relationship that the other is engaged in behavior that is honest,
sincere, and faifoney & Cannon, 1997)Lack of trusin relationshipss very likely to produce
negative results, mainly because dealings are not transparent, claims not substantiated, and trade
secrets not kept. Commitment is the long-term undertaking to fulfill the requirements/goals of the
relationship, usually expressed in terms of resources, time, and effort inwdstgarf & Hunt,
1994) Lack of commitment in the relationship will produce low financial results and jeopardize
its long-term potentialCommunication refers tthe formal or informal exchange of meaningful
and timely information between buyers and sellers (Mohr & Nevin, 199)mmunication
problems often occur in international business relationships due to considerable geographic,
cultural, and technological disparities, which are responsible for harming performianiaght
of the above, the following hypothiegan be made:

H7: Thelower the quality of the working relationship with export suppliers, the lower the
performance resulting from the relationship, as perceived by importers.

17



3.2. Moderation hypotheses
Since growing research shows that buyer-seller relationships are caught in a web of inter-
dependencies at various network leyglakansson et al., 2009), we employed network ties as a
moderator of the link between value similarity and perceived export marketing unethicality. A
network can be defined as “the tangible and intangible investments that comprise the connected
relationships between more than two businesses” (Hakansson et al., 2009, p. 236). Based on
Cova et al. (2010), network ties can be identified at five different levels, namely territory,
industry, alliance, community, and kinship. Recent studies have demonstrated that network ties
between business partners have significant effects on a number of organizational activities, such
as knowledge sharing, trust building, organizational learning, and ultimately business
performance (Li & Sheng, 2011; Jean et al.,, 2011; Sheng et al., 2011). From a theoretical
perspective, social network theory explains how networks can serve as an effective governance
mechanism in building solidarity between international exchange parties, which, in turn, deters
unwanted actions (e.g., contract violation, defective/unwanted products, price ovejcharges
through enforcement of network member sanctions (Jean et al., 2011). In a similar vein,
institutional theory proposes that network ties can be invaluable for firms that are dealing with
markets currently lacking strong legal and regulatory institutions, which is the case of many
international markets like China (Peng, 2003). This is because informal governance mechanisms
existing within the networks will minimize unwanted opportunistic behavior between parties
(Sheng et al., 2011). For the above reasons, we can expect that:

Hs: The more the network ties between importers and their foreign suppliers, the stronger the

negative association between: (a) national values similarity and perceived export marketing

unethicality; (b) corporate values similarity and perceived export marketing unethicality; and
(c) personal values similarity and export marketing unethicality.
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4. Resear ch methodology

The study took place in Cyprus, which imports a wide range of goods from many countries,
especially those in the European Union, of which it has been a member since 2004. A random
sample of 400 importers/distributors was drawn from the Directory of Cypriot Importers issued
by the Cyprus Chamber of Commerce and Industry, which contains more than 1,200 @fitries.
firms were contacted by telephone and asked to participate in the study and specify key
informants who would be qualified to answer the questionnaire. Altogether, 189 firms agreed to
take part in the study, some of the reasons for non-participation being: absence of the manager on
a trip abroad, unavailability of free time, and company closure. A non-response test, which
compared respondents and non-respondents on various parameters (i.e., geographic location, year
of establishment, and number of employeesealed no statistically significant differences.

The research tool was a structured questionnaire, consisting of four major parts. The first
section comprised a set of questions referring to national, corporate, and individual values. The
second part concerned elements of unethical marketing strategy, namely product, price,
distribution, and promotion. The third part referred to cooperation, trust, coemjt@nd
communication (which define relationship quality), as well as performance outcomes of the
working relationship. The last section concerned the demographics of the respondent and other
background informationAn extra section, incorporating questions relating to value strength
similarity, ethical code similarity, and network ties, was added at a follow-up stagesbhidye
All questions were measured on a 7-point scale, and respondents were asked to answer the
questionnaire by focusing on their major export supplier. To secure linguistic consistency, the
questionnaire was written in English and then back-translated into Greek, which is the official

language of the country.
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The scales of the constructs used for the purposes of the study were extracted from
multiple literature sources (sé@pendix 1). ‘National values’, ‘corporate values’, and ‘personal
values’ constructs were operationalized with three items each, derived from Lee et al. (2007).
‘Unethical marketing strategy’ was expressed in terms of ‘product’, ‘price’, ‘distribution’, and
‘promotion’ constructs, each measured with four items adapted from Gaski (1999). The
operationalizatio of ‘value strength similarity’ (three items) and ‘ethical code similarity’ (five
items) was extracted from the works of Akaah and Lund (1992) Hodt, Wood, and Chonko
(1989) respectively.Relationship quality included: ‘cooperation’ (six items derived from Skinner
et al. (1992)) ‘communication’ (five items adapted from Mohr and Nevin (1990))‘trust’ (eight
items borrowed from Doney and Cannon (199} ‘commitment’ (seven items taken from
Morgan and Hunt (1994)). ht ‘relationship performance’ construct was capturelly five items
extracted from Drumwright and Murphy (2004Finally, five items measuringnetwork ties’
were identified, based on input received from Covayd?yénd Spencer’s (2010) research.

Data were systematically collected from respondents based on a telephone survey, using
the services of a professional call center, while in some cases, personal interviews or drop-in
guestionnaires were also employed. The survey was conducted on a daily basis over a period of
four weeks.Key informants were individuals who were directly responsible for the firm’s import
activities, these usually being the owner, import manager, or purchasing officer. On average,
participant firms employed 32 individuals, had operated for 33 years, and imported goods from
seven countries. To test our conceptual model, structural equation modeling (SEM) was adopted
(based on the EQS statistical package), because: (a) it provides a useful framework for managing
multiple associations among constructs simultaneously, and (b) it has the ability to assess the

links between constructs in a comprehensive, systematic, and holistic manner (Hair et al., 2006).
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To shed light on why different values between importers and exporters lead to unethical
export marketing behavior, we embarked on qualitative research in the form of a focus discussion
with a group of ten import managers. These were randomly selected from the wider pool of firms
that participated in the quantitative study, and dealt with a wide ranged of products imported
from different countries. The focus group session was moderated by the principal investigator of
the study, who has an extensive practical experience in conducting this type of research. The
whole session lasted for approximately two hours and was based on an interview guide
comprising a list of issues extracted from the literature. These focused on how value differences
at the national, corporate, and personal levels may give rise to various unethical export marketing
practices. During the focus group interview, participants offered important insights about the
research topic, provided explanations on how unethical practices can occur, and gave real-life
examples of unethical marketing practicésppendix 2 summarizes various incidents of
exporters’ unethical marketing behavior caused by differences in national, organizational, and

personal values that emerged from this exercise.

5. Resear ch findings and discussion

The internal consistency of the research constructs was first checked, using bdthtdth-
correlation and confirmatory factor analysis. Initially, items in the scales that had a lotoitem-
total correlation and inter-item correlation were excluded from further analysisgbezl). All

the remaining items were used for confirmatory factor analysis. The multi-dimensional constructs
of unethical marketing practices (i.e., product, price, distribution, and promotion) and relationship
quality (i.e., cooperation, communication, trust, and commitment) were treated as second-order

factors within the measurement model (3a@ble 2). Although the chi-square was found to be
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significant §* @03 = 1270.31, p < .001), this was expected, as this statistic is sersisaenple
size and model complexity issues. The alternative fit indices of the measurement model were
then reviewed, which indicated a good overall modelfitd.f. = 1.41; NFI =.98; NNFI =.99;
CFI = .99; RMSEA = .06). These results indicate that the factor structure specified provides a
good fit with the data observed (Bagozzivg 1988).

...Insert Table 1 about here...

The convergent validity of the constructs was met, since all standardized loadings of the
items measuring each factor were above .5, while the t-value for each item was high and
significant. The only exception was price, with a factor loading of .48. The factor was, however,
retained for nomological, face and content validity purposes. The method depicted by Gerbing
and Anderson (1988) was used to check for discriminant validity. This involved comparing the
chi-square of an unconstrained model to one in which the correlation was fixed to unity. This
analysis was separately carried out for every pair of constructs. In everyheafie worsened
when the inter-correlation was constrained, while the chi-square difference between the two
models was always statistically significantyt @) > 3.84; p < .05). Hence, discriminant validity
was evident. All constructs had high construct reliability, as Cronbadbhas were above the
recommended threshold of .70 (Nunally & Bernstein, 1994). We can therefore conclude that the
measurement procedure employed was valid and reliable.

The possibility of common method bias was also examined, since the data were collected
from one informant at a single poimttime. Two post-hoc statistical tests were utilized to check
whether this issue akfes our dataset: (a) using Harman’s single-factor test, all indicators of the
structural model were included in a principal component analysis with varimax rotation, where,

based on the unrotated factor solution, 20 factors were extracted with eigen values greater than
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1.0, which accounted for 69% of the variance, and the first factor accounted for only 23% of the
variance (Podsakoff & Organ, 1986); and (b) a CFA model, in which all indicators included in
the structural model were restricted to load on a single factor, was estimated, with the fit indices
obtained indicating a very poor model fit (i.%z.@sgg = 4287.94, p < .001; NFI = .32; NNFI =
40; CFl = .42; RMSEA = .12) (Podsakoff et al., 2003). Overall, the results of the two tests
indicate that common method bias does not appear to be a problem in this study.
...Insert Table 2 about here...
5.1. Main hypotheses test
The hypothesized associations between the constructs were tested through a structural model,
which was estimated using the Elliptical Re-weighted Least Squares (ERLS) estimation
procedure. This technique was preferred due to its superiority in comparison with other
estimation procedures (Sharma et al., 1989). Overall, the structural model analysis revealed a
good model fit, as indicated by the favorable normed chi-square stagfstitf( = 1.53), the
acceptable Root-Mean Square Error of Approximation (RMSEA = .06), and the high scores of
the incremental fit indices (NFI = .98; NNFI=.99; CFI=.99). The standardized path coefficients
and t-values of the structural model are presentddhlite 3. Interestingly, all hypotheses were
found to be significant and in the right directionThe results with regard to each specific
hypothesis are discussed in the following.
...Insert Table 3 about here...

As hypothesized, this study confirmed that dissimilarities in national values increase the
level of perceived unethicality of marketing practices, and vice vésa—(30,t = -2.17, p=
.03). Indeed, parties in an importexporter relationship who have greater differences in their

national values are more likely to have disparate beliefs and expectations about what is right or
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wrong in the elements of the marketing exchange (Scholtens & Dam, 2007). In particular,
importers tend to report more incidences of unethical marketing behavior on the part of their
export suppliers, although the latter may consider certain of his/her actions appropriate from the
viewpoint of his/her own national value system.

Our findings also reveal that partner differences in corporate values in the working
relationship between importers and exporters can reduce the potential for unethical marketing
behavior f = -.40,t =-2.46, p = .02). This confirms the view that importers and exporters with
different corporate values are likely to have different modes of conduct, as well as different
safeguarding mechanisms to ensure an ethical way of conducting business (Langlois &
Schlegelmilch, 1990).This situation is accentuated even more by the fact that both interacting
parties are engaged in a ‘give-andtake’ situation, with each party aiming to increase his/her own
benefits (Bendixan& Abratt, 2007). The uncertainty surrounding international business
relationships, caused by physical and psychological distances, provides fertile ground for such
problematic situations.

The results of this investigation also verify the influential role of personal values in
shaping importers perceptions about the marketing unethicality practices of their foreign
suppliers g = —.43,t = -2.87, p = .01). Specifically, the analysis revealed that more negative
perceptions of ethical marketing are developed when managers in collaborating firms exhibit
dissimilarities in their personal views, interpretations, and opinions on how business transactions
should be conducted. The fact that individuals with different personal values have different
deontological and teleological evaluations also makes their ethical judgment of what is
appropriate or inappropriate vary (Piercy & Lane, 2007).

The findings also show that the unethicality of marketing practices can have a deleterious
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effect on the quality of the working relationship between exporter and impgiters.88,t = -
4.31, p =.00). Our findings clearly indicate that high levels of marketing unethicality on the part
of the exporter can seriously harm such critical relationship dimensions as cooperation,
communication, trust, and commitment. Unethical marketing behavior can provoke suspicion,
call honesty into question, reduce respect, and inhibit openness toward the party in the
relationship that engages in such behavior (Oliver, 1999). This is even more evident in
international buyer-seller relationships, where the high geographic distance between interacting
parties can give rise to unethical practices.
Our study also confirmed the positive effect of value strength similarity between
importers and their foreign suppliers on the quality ofrthelationship g = .20, t = 2.76,p =
.00). This implies that attaching the same emphasis on specific values facilitates communication
and collaboration between the two partiesthis is because both importers and their foreign
supplies are able to operate within a common frame of ethical decision-making, which
minimizes friction and frustration and cultivates transparency and understanding (Hunt & Vitell
1986; 1993). Considering the same values as importanfipsters congruency in the opinions,
attitudes, and beliefs of the interacting parties, which subsequently creates a more unifying
approach to handling crucial issues in the business relationship (Steenhault & Kevhove, 2006).
The relationship quality was also verified asbepositively influenced by the similarity
in the ethical codes between the two partngrs (19,t = 2.47, p = .01). This indicates that
adhering to similar codes of conduct creates a unitary set of ethical values that helps both buyers
and sellers in a working relationship to maintain high levels of trust, commitment, cooperation,
and communication (Bendixen & Abratt, 2007). Sharing similar principles, rules of conduct, and

social responsibility philosophies acts as a catalyst for potential misunderstandings relating to
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both strategic (e.g., entering new market segments) and tactical (e.g., product returns¥ issues o
the relationship Gronroos, 1994). It also creates a feeling of mutuatggpect, and stability
among interacting parties and, most importantly, sets safeguards about the smooth continuation
and further advancement of the relationship (Wilson, 1995

The positive outcome of relationship quality on relationship performares algo
verified by this studyf = .93,t = 6.36, p = .00). This result confirms the instrumental role of
factors, such as cooperation, communication, trust, and commitment, in developing high
performing relationships between buyers and sellers (Wilson, 1995). This is particularly crucial
in the case of cross-border working relationships, which are characterized by high levels of
uncertainty, conflict and distance (Leonidou et al., 2006). In factiriés advancement along
the internationalization path has been postulated to greatly depend on how well the firm handles

its relational exchanges with foreign business partners (Leonidou, 2003).

5.2. Moderation hypotheses test

To test the moderating influences of network ties, we calculated three cross-product variables
national values similarity network ties, corporate values similartyetwork ties, and personal
values similarityx network ties— and included them in the structural model. A direct link from
network ties to perceived marketing unethicality was also included in the model for control
purposes. The results suggest: @ptrong, significant, and negative effect of personal values
similarity x network ties on export marketing unethicalify —.21, t =-2.22, p = .03); (bpn

weak, significant, and negative effect of corporate values similarity x network ties on export
marketing unethicalityf(= —.17, t =-1.84,p = .07); and (c) a non-significant effect of national

values similarityx network ties on export marketing unethicalify£ —.05, t =—.60, p = .55)
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Hence, while these findings lend support & &hd H., Hgahad to be rejected.

5.3. Mediation test

To verify the mediating role of perceived export marketing unethicality between value
differences and relationship quality, we estimated two alternative models: (a) a non-mediated
model, which treated export marketing unethicality as an exogenous driver of relationship quality
alongside national, corporate, and personal value s similarity; and (b) a partially mediated model,
which took the originally hypothesized model and added direct links from each of the three value
similarity constructs to relationship quality (Kraimer, Wayne, and Jaworski, 2001). Mediation is
evident when significant effects are established in the non-mediated model, which wane (i.e.,
partial mediation) or decline to insignificance (i.e., full mediation) in the partial mediation model.
The results of our non-mediated model suggest that natpral28,t = 1.99, p = .05), corporate

(# =.37,t = 281, p = .01), and person@d £ .29,t = 2.03, p = .04) value similarity have a
significant effect on relationship quality, thereby meeting the first condition for mediation. When
we treat export marketing unethicality as a partial mediator, the corresponding path estimates for
national § = .11,t = 1.25, p = .21), corporatg € .31,t = 2.55, p = .01), and persongl£ .27,t

= 1.92, p = .06) values similarity decrease or become non-significant at p=.05. These results
show that export marketing unethicality fully mediates the links between national and personal
values similarity with relationship quality, and partially mediates the link between corporate
value similarity and relationship quality. Théurther enhance our initial findings about the
pivotal role played by perceived export marketing unethicality in forming high quality business

relationships.
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6. Conclusions and implications

Our study has demonstrated that differences in values between importers and exporters are indeed
responsible for increasing the unethicality in the marketing behavior of the latter as perceived by
the former. Kporters’ unethical marketing practices were also shown to seriously harm the
quality of their working relationship with importers. However, having a similar strength in value
systems and sharing similar ethical codes is conducive toward fostering relationship quality. The
importer-exporter relationship quality will ultimately have a positive effect on its performance.
Finally, the study has shown that the involvement of relationship participants in various levels of
network ties, did not have any effeat shaping importer’s perceptions of exporter’s marketing
unethicality.

This study can contribute to @hinternational business discipline in a number of ways
first, it has stressed the dangers imposed by value differences between the interacting parties
business relationship toward promoting unethical marketing behavior; second, it has established
link between two important streams of research, namely ethical marketing and relationship
management; third, it has transferred crucial marketing/management issues examined within a
domestic market domain to an international business setting; fourth, it has revealed the important
role of similarity in both value strength and ethical codes in building harmonious business
relationships;fifth, it has demonstrated the critical role of relationship quality in business
interactions in achieving highly-performed working relationships; and finally, it has stressed the
moderating role of importer-exporter network ties on the corporate value simitaigrceived
export marketing unethicality and personal value similarity perceived export marketing
unethicality links.

The fact that dissimilar national, corporate, aagspnal values provide fertile ground for the

28



development of unethical marketing practices ha®wse implications for propér selecting and
handling foreign suppliers by importerslence, prior to embarking on a purchasing venture with a
exporter, it is important for an importer to closelyamine his/her value profile (at the national,
corporate, and personal level) and determine hawpatide it is with his/her own. Such an
analysis wll help to minimize the chances of engaging in aicglship that is highly likely to be
catastrophic because of unethical marketing pesatio the part of the exporter. It will also help
the importer to be wary of and immediately spot anemital unethical behavior by the foreign
partner, if for some reason (e.g., unique proddots,purchasing costs, long-term financial gains)
the importer considers a business venture impariaspite of the existence of value differences.

The findings with regard to the moderating role of netviiek indicate that developing such
ties can be beneficial for importer-export relatlupspartners, since they can help to reduce
negative perceptions of export marketing unethicadispecially in the case of low corporate and
personal value similarity between the interactingig@ar This implies that, by forming quasi-family
and communal relationships, network tie memberslaneonstrating favorable attitudes and/or pro-
social activities that can act as a shield aggiatntial misbehavior or misconduct resulting from
value differences (Rosenbaum, 2008). Howeverfabtthat network tiesid not moderate the
association between national value similarity ancbexmarketing unethicality may further elevate
the important role of national values similarity. lonfing managers should therefore try to
familiarize themselves with the language, busipeastice norms, and politico-economic systems of
their foreign suppliers before initiating any busseollaborations.

The harmful effects of unethical marketing bebawn the exporter-importer relationship
quality identified in this study ameparticular cause of concern, especially in view efftct that an

increasing number of firms are currently engagethiernational business activities. Importers
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should therefore carefully monitor the marketingcpcas of their foreign suppliers and be ready to
take immediate corrective action should any unetissae arise in the relationship. Since the rol
of partners in a business relationship is not ohsurveillance or spying on one other, but of
collaboraton and obtaining mutual benefits, it is advisableestablish at the outset a commonly
acceptable code of ethics, which demonstrates aasseof ethical issues and indicates how best to
deal with them. Building the working relationshgm a sound ethical base is of paramount
importance to guarantee long-term harmony.

The positive association between the quality efuttorking relationship and its performance
outcomes stresses the delegate role of properlgting and handling behavioral interactions
between importers and exporteds.is important therefore to invest the necessarguarof time,
effort, and resources in these relationships, apoiat specialized personnel to be responsible for
managing those with foreign suppliers. These parshould maintain an international outlook,
show sensitivity toward different cultures, and hthe ability to communicate properly in foreign
languages. Most importantly, they should adhere to high ethaadards and be able to understand
and applythe company’s principles, values, and norms in a responsible way. Handling relationships
with overseas suppliers to achieve good resultslghmt be lefin the hands of only a few people,
but should involve everybody in the importing firmCross-functional coordination under the
supervision of a relationship officer is essent@l explore the feasibility of setting up new
relationships with foreign suppliers, monitor theality of existing relationships, and decide which

to develop further or which to discontinue.

7. Limitations and futuredirections

The findings of the study should be seen withindtvetextof a number of limitations, which also
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indicate directions for further research.  Althbu@yprus offers a good base for this type of
research (due to the open character of its econibraynanageable number of importing firms, and
convenience for conducting primary research), it ldidae interesting to replicate the study in
countries of a larger size and at a different stdgeconomic development. Moreover, since the
firms used here were mainly smatmedium-sized importers/distributors, the scope ftdure
studies could be extended to cover larger impgamzations, as well as other types of purchasing
firms, such as manufacturers.

The study only examined the views of importers wétijard to the ethical behavior of their
foreign suppliers. However, the adoption of a dyagproach, where the views of both importers
and exporters are concurrently examineduld deliver a more complete picture of the effett
ethical factors on relationship aspects. In paldr, it would be interesting to examine whether
importing firms are also engaging in unethical wébrain their dealings with exporters, such as by
deliberately delaying payments, claimitigit the exporter’s products were faulty, and breaking
contract rules. It would also be interesting to extend the investiga#it the various network levels
and seek the views of other network members oimtperter-export relationship.

While our triple typology of values (i.e., national, corporate, personal) was based on the
seminal work of Ferrell and Gresham (1985), this could be regarded as a limitation due to the
existence of more recent classifications in the pertinent literature (e.g., Craig & Douglas, 2006)
Nevertheless, future research needs to take into consideration that values are inherently complex,
dynamic, and evolving phenomena, which could be approached from different perspectives (e.g.,
instrumental) and levels (e.g., institutional) (Cambra-Fierro et al., 2008; Rokeach, 1973;
Rousseau, 1985).As such, it would be interesting to examine the role of each of these different

types of values on shaping ethical/unethical business attitudes and behavior.
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Although a buyer-seller relationship is a very dyraptienomenon, our study was limited
to a snapshot of the associations among valueketivag unethicality, relationship quality, and
performance. It would certainly be useful to krabanges in this association by using longitudinal
analysis. This would allow differences in the lirdetween constructs of the model over different
phases of developing the working relationship (emroduction, growth, maturity, decline) to be
identified Dwyer et al., 1987) Other possible drivers of unethical behavior in tkpogter-importer
relationship, such as those pertaining to oppatanuncertainty, and conflict, could also usefully
be examined (Leonidou et al., 2006).

Finally, the conceptual model used in this study ct@cdiugmented to connect relationship
performance with the financial outcomes of the hess venture, using both objective and
subjective financial measures of performance (Ned.e2007). Moreover, the moderating role of
various factors (e.g., low/high context of cultusbpuld be examined on the link between values
and unethical marketing behavior, as well as oéwfhctors (e.g., market turbulehaeoderating
the association between unethical marketing behawid relationship quality. A further possibility
would be to control the associations of constructhie model due to the effect of various internal
(e.g., firm size, company experience, product type)external (e.g., foreign source location,
economic conditions, political risk) factors.
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Table1:

Corrdation matrix

Variable

© 0 N o o A wWw N Pk

. National Values Similarity

. Corporate Values Similarity

. Personal Values Similarity

. Export Marketing Unethicality
. Relationship Quality

. Value Strength Similarity

. Ethical Code Similarity

. Relationship Performance

. Network Ties

1
43
.20

-25
A7
19
.18
34

-.09

2. 3. 4. 5. 6. 7. 8.
1
43 1
-24 22 1
.55 A5 —47 1
A7 A0 —-14 31 1
31 A4 .05 .29 22 1

43 35 —56 73 .29 .16 1
-.07 .03 .10 .06 .08 .16 A2

Note: Correlations greater than | + .15] are significant at the p < .05 level.
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Table 2: Results of the measurement model

Factor Standardized Factor Stanqlardizec
Loadings® Loadings”
First-order First-order
National Values Similarity (NVS) Value Strength Similarity (VSS)
NVS1 67° VSI1 73°
NVS2 .55 (4.26) VSI2 .89 (8.95)
NVS3 .63 (4.87) VSI3 .88 (8.93)
Corporate Values Similarity (CVS) Ethical Code Similarity (ECS)
Cvs1 .60° ECS1 .82°
CvVSs2 .70 (5.86) ECS2 92 (12.19)
Cvs3 .72 (5.93) ECS3 .95 (12.59)
Personal Values Similarity (PVS) Relationship Performance (REF
PVS2 .85° REP1 81°
PVS3 .60 (4.58) REP2 .66 (7.49)
Network Ties (NET) REP4 .77 (9.05)
NET1 .84° REP5 .88 (10.89)
NET2 .82 (5.32)
NET3 .51 (412
Product (PRD) Cooperation (COP)
PRD3 91° COP1 .69°
PRD4 .61 (4.68) COP2 .52 (5.05)
Price (PRI) COP3 .62 (5.95)
PRI3 .95° COP5 .61 (5.91)
PRI4 .95 (22.53) Communication (COM)
Distribution (DIS) COM4 .69°
DIS2 .60° COM5 .92 (6.10)
DIS3 92 (4.47)  Trust (TRU)
Promotion (PRO) TRU3 53°
PRO2 79° TRU4 .83 (5.54)
PRO3 73 (7.61) TRU5 .82 (5.50)
PRO4 .80 (8.27) TRU6 .77 (5.38)
Commitment (CMT)
CMT1 79°
CMT2 .81 (9.50)
CMT3 .69 (7.74)
CMT6 .88 (10.74)
CMT7 .84 (9.95)
Second-or der Second-order
Export Marketing Unethicality (EMU) Relationship Quality (REQ)
PRD .68° COP 96"
PRI .49(4.19) COM .67 (4.57)
DIS .66 (3.58) TRU .59 (4.07)
PRO .86 (5.61) CMT .95 (7.09)

Goodnes®f-Fit Statistics:

Chi-squarey(®) = 1270.31, p < .001; d.f. = 903; Ratio Ghjisared to d.f. (x%/d.f.) = 1.41;
Normed Fit Index (NFI) = .98; Non-Normed Fit Index (NNFI) = .99; ComparativenBix (CFI) = .99;
Root Mean Squared Error of Approximation (RMSEA) = .06.

3t-values from the unstandardised solution are in parentieises) fixed to set the scal&The error term was set at .10 (Sujan,

Weitz, & Kumar, 1994).
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Table 3: Results of the structural model

) _ _ t Hypq- Expe- p-
Structural Relationships Estimate value thesis ct_ed value
Sign
Direct Effects
National Values Similarity — Export Marketing Unethicality -.30 -2.17 H, - .03
Corporate Values Similarity — Export Marketing Unethicality -40 —2.46 H, - .02
Personal Values Similarity — Export Marketing Unethicality -43 -2.87 Hs - .01
Export Markeing Unethicality — Relationship Quality —-.88 -4.31 Hy - .00
Value Strength Similarity — Relationship Quality .20 2.76 Hs + .00
Ethical Code Similarity — Relationship Quality 19 2.47 Hs + .01
Relationship Quality — Relationship Performance .93 6.36 H- + .00
Interaction Effects
National Values Similarity x Network Ties — Export Marketing Unethicality -05 -.60 Hea - .55
Corporate Values Similarity x Network Ties — Export Marketing Unethicality -17 -1.84 Han - .07
Personal Vales Similarity x Network Ties — Export Marketing Unethicality —21 —2.22 Hac - .03
Control Effects
Network Ties — Export Marketing Unethicality 13 1.42 .16

Goodnesf-Fit Statistics
Chi-square %) = 1494.90, p < .001; d.f. = 976; Ratio Ghjitared to d.f. (x%d.f.) = 1.53; Normed Fit Index (NFI) = .98; Non-
Normed Fit Index (NNFI) = .99; Comparative Fit Index (CFI) = .99; Réean Squared Error of Approximation (RMSEA) = .06.
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Appendix 1. Descriptive statistics

Scale items Item mean* Construct
(s.d.) mean* (s.d.)
National Values Similarity (NVS) (a = .70) 5.35 (1.05)
NVS1- We know the language spoken by this foreign supplier 5.18 (1.32)
NVS2 - We know the business practices used by this foreign supplie 5.01 (1.58)
NVS3 - We know the political and legal system that exists in the foreign supplier’s country 5.88 (1.21)
«» Corporate Values Similarity (CVS) (a = .74) 5.84 (.94)
g CVS1- The foreign supplier’s firm and our firm share the same basic business values 5.97 (1.12)
g CVS2- The foreign supplier’s firm and our firm agree about how to market our products 6.01 (1.30)
CVS3- The foreign supplier’s firm and our firm think alike about how to conduct business 5.53(1.30)
Personal Values Similarity (PVS) (a =.71) 5.45 (1.49)
PVS1- The views of how to deal with other people are similar to those of the foreign supplier’s individuals 3.40 (2.76)
PVS2- Our personal values show a great similarity with those of people working in the foreign supplier’s firms 5.54 (1.68)
PVS3- The way we perceive ethicality and lawfulness is the same as that perceived by the foreign supplier’s 5.37 (1.80)
Employees
1.41 (0.64)
Export Marketing Unethicality (EMU) (a =.72)
Product (PRD) (a=.73) 1.37 (0.85)
PRD1- This foreign supplier markets dangerous or harmful products 1.07 (0.47)
PRD2- This foreign supplier over-recommends product quaditel to us 2.28 (1.83)
PRD3- Although stated in the contract to offer after-salesise, this foreign supplier withdraws from his promis:  1.33 (0.96)
PRD4- This foreign supplier hides from us vital information abostgrbducts 1.40 (1.02)
1.34 (0.96)
Price (PRI) (o= .97)
o PRI1- Products received from this foreign supplier are notiwttre money spent 1.36 (0.91)
&8 PRI2- This foreign supplier sets prices that are artificialtyhhand then lowers them to the initial levels after 2.26 (1.72)
5 Bargaining
a PRI3- This foreign supplier changes the terms of payment (editcfrom what we have initially agreed 1.37 (1.00)
.g PRI4- This foreign supplier changes the terms of sale (e.g. Gifery) from what we have initially agreed 1.40 (1.02)
3]
= Distribution (DIS) (a=.76) 1.57 (1.02)
= DIS1- Products provided by this foreign supplier aredalivered at time of agreement 1.92 (1.46)
DIS2 - This foreign supplier does not provide ease and acceskimels of distributing its products to us 1.59 (1.17)
DIS3- This foreign supplier does not provide the most effective efficient way of sending the products 1.56 (1.09)
DIS4 - This foreign supplier often delivers goods to us that avemot ordered 1.34 (0.86)
Promotion (PRO) (a=.79) 1.36 (0.2)
PRO1- This foreign supplier does not offer promotional supgmtts, although this is stipulated in the contract 1.47 (1.08)
PRO2- The advertisements made by this foreign supplier arectesized by deception 1.25 (0.86)
PRO3- Sales representatives from this foreign supplier use decsptiiey techniques and make undelivered 1.39 (1.04)
Promises
PRO4- This foreign supplier offers us sales and other promotioafitethat are not really worth it 1.44 (1.02)
Relationship Quality (REQ) (a =.72) 5.69 (0.93)
Cooperation (COP) (a.=.72) 6.07 (1.02)
COP1- To have an effective business, our firm has to ksiilohg working relationships with this foreign supplier  6.13 (1.33)
COP2- Our future goals are best reached by working smootithythis foreign supplier rather than not 6.25 (1.33)
.. COP3- Our future profits depend on maintaining a good wgkielationship with this foreign supplier 6.16 (1.30)
% COP4-We do not feel we can count on this foreign suppigsrovide us support in comparison to other firms (R 4.65 (1.84)
8, COP5- A considerable amount of our import businesses comes frotreféants between our firm and this foreign  5.74 (1.55)
o supplier
é COP6- Our company helps this foreign supplier in whateveranthey ask for 5.03 (1.64)
K]
© Communication (COM) (o.=.78) 5.47 (1.61)
& COM1- Relationship with this foreign supplier suffers from inadstg communication procedures (R) 6.52 (1.13)
COM2- There are often communication failures between ompamy and this foreign supplier (R) 6.53 (1.03)
COM3- This foreign supplier often does not inform us early enalmgiut critical problems (R) 6.12 (1.55)
COM4 - This foreign supplier keeps our company informed abatictd/strategic issues of the relationship 5.51 (1.82)
COMS5 - This foreign supplier communicates his expectations regarding our company’s performance 5.43 (1.72)
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Trust (TRU) (o = .82) 5.11 (1.22)
TRU1- This foreign supplier keeps the promises he makes to aur fir 6.53 (0.83)
TRU2 - This foreign supplier is not always honest with us 6.05 (1.61)
TRU3 - We believe in the information that this foreign supptieovides us 6.03 (1.12)
TRU4 - This foreign supplier is genuinely concerned thatammpany succeeds 5.07 (1.71)
TRU5 - When making important decisions, this foreign supieersiders our welfare as well as their own 4.89 (1.53)
TRUG6— We trust this foreign supplier to keep our best interigsmind 4.46 (1.65)
TRUTY - This foreign supplier is trustworthy 6.33 (0.93)
TRUB- We find it necessary to be cautious with this foreign sepfiR) 3.62 (2.20)
Commitment (CMT) (o = .86) 6.09 (1.08)
CMT1 - We are very committed to the relationship with thigiign supplier 5.47 (1.87)
CMT2 - The relationship that we have with this foreign digops very important to us 6.24 (1.21)
CMT3 - The relationship that we have with this foreign digogs of very little significance to us (R) 6.27 (1.28)
CMT4 — The relationship that we have with this foreign dignps something we intend to maintain indefinitely 5.59 (1.37)
CMTS5 — We think the relationship with this foreign supplgvery much like a family 4.03 (2.22)
CMT6 — The relationship that we have with this foreign digops something we really care about 6.25 (1.11)
CMTY7 — The relationship that we have with this foreign digpmleserves our maximum efforts to maintain 6.23 (1.12)
©
o
©  Value Strength Similarity (VSS) (o = .87) 6.32(0.94)
8 VSS1- Importance of servicing values (e.g., providing vatuthe community, serving the public, etc) 6.24 (1.17)
ﬁ VSS2- Importance of productivity values (e.g., organizati@iectiveness, efficiency, growth, etc) 6.31 (1.03)
T VSS3- Importance of leadership values (e.g., organizatidabllgy, reputation, employee morale, etc) 6.38 (0.97)
]
£ Ethical code similarity (ECS) (o = .92) 5.31 (123
S ECSI1- Nature of ethical code of conduct that exists indiganization 551 (1.36)
## [ECS2- Formulation of ethical policies that would guide enygles within the organization 5.24 (135)
© ECS3- Enforcement of ethical practices within the orgamarat 5.19(1.26)
§ ECS4- Tolerance in engaging in unethical business behgeigr, corruption) 4.99 (1.56)
ECS5- Penalizing people (e.g., firing) in our organizatliecause of engaging in unethical behavior 4.94 (1.58)
(0]
o
& Relationship Performance (REP) (o = .80) 6.17 (0.83)
% REP1- Overall our relationship with this foreign supplierstbeen satisfactory 6.45 (0.89)
E REP2- We expect the relationship with this foreign suppigelast forever 5.35 (1.33)
-g' REP3- We will stop the relationship with this foreign supplif a new foreign supplier could provide the same 5.05 (1.90)
& products (R)
K]
% REP4- This foreign supplier has always been reliable inetlidgs with us 6.38 (1.06)
¥ REP5- We aim to have a long-lasting relationship with thisifgresupplier 6.51 (0.85)
Network ties (NET) (o =.72) 5.19 (1.29)
° NET1 - Our company and that of the foreign supplier araroonly connected with other companies and/or 495(1.71)
= institutions in their region
-% NET2 - Our company and that of the foreign supplier artess related to a wider network of companies inthe 5.14(1.72)
> industry
© NET3- Our company is connected with that of the foreigupsier with strong economic, technological, and othe 5.47(1.37)
c ties
S NET4- Individuals in our company have social relations wiidividuals in the foreign supplier’s firm that are 443(189)
based on reciprocity, solidarity, and affection
NET5- Some individuals working in our firm are relatives ofiuiduals working in the foreign supplier 1.16(068)

organization

*Based on a s@n-point scale.
Note: The sign (R) denotes a reverse scale (and thesnesmpresented has been reversed).
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Appendix 2: Incidents of unethical export marketing practices caused by value differences

A. Effect of National Value Differences

o Foreign suppliers sometimes cover themselves behind language barriers and pretend that s/he did not understand
certain aspects regarding the orders placed or the clauses stipulated by the confisetin®point is a Taiwanes
exporter of iced coffee, who deliberately misinterpreted the conditions of saleseat products to the Cypri
buyer with different specifications, wrong labeling, and even highiees on the grounds that he did not clez
understand the meaning of the English words written in the pideed.

o Payment terms may differ across countries and sometimes a foreign partner may capitalize on this in an attempt to
cover unethical practices. For instance, Chinese exporters of toys do nptieesjit letters of credit from Cypric
importers, but they want payments in advance. As a rés@ibme instances, the goods exported are not acco,
to what has been agreed, and when the importer complains, the eppavides unreasonable excuses.

o Cultural nuances of foreign suppliers are in some cases responsible for breaking promises. For example,
Greek exporters of furniture, in their attempts to sell their prdio Cypriot firms, assure them that they have
products in stock and can deliver them immediately. However, wieeartler is placed and payments are mad
them, they delay delivery of the products because they are not irbsiidlickve to be manufactured.

o Some exporters try to find excuses for delaying their delivery, as a result of different religious holidays from their
foreign customers. A good example is that of an Indian exporterfaited to supply a Cypriot importer wit
Christmas trees and other accessories on time, by arguing that its faadoty close down for a number of dg
because of a specific Hindu holiday. As a result, the goods were delimetaduary instead of November, wh
there was no demand for these goods by consumers.

o Although an Australian exporter of foodstuffs agreed to sell goods to a Cypriot firm using cash against documents,

payable through a local commercial bank, when the goods were shippexkporter wanted his payment se
days prior to their arrival in Cyprus. In fact, the exporter refusddrigard the original documents to the issui
bank, which caused significant problems for the importer regartia smooth supply of these products to
resellers in the local market.

o Differences in product standards/regulations across countries may give rise to unethical practicestdrare, in
the case of electrical appliances, the European Union requests that exporterthifd countries provide
Conformité Européenne (CE) mark on their products, as well aseads associated with the Waste of Electr
and Electronic Equipment Directive (WEEE) and Restriction of the Use of Réftaardous Substances Directi
(RoHS). Specifically, some Chinese manufacturers of these gitbds issue false certificates, or pretend that tk
will be sent at a later stage. However, in the case of goods not@atiech by these documents, customs author
in Cyprus proceeded with their confiscation.

B. Effect of Corporate Value Differences

o Because of different perceptions of quality levels among firms, a Thai suppfiewanden doors put differen
products in the container from those shown on the invoice attach#te iset of documents forwarded to t
beneficiary’s bank. Although this problem was drawn to the exporter’s attention, the latter insisted on getting paid,
pretending that he did not clearly understand the content of thepladed. As a result, the Cypriot buyer had
take legal action for damages caused by the exporter, but received no satgpebecause in the meantime
foreign supplier went bankrupt.

o A French supplier of frozen food, although promising to sell exclusively through a certain importer in Cyprus,
decided to sell the same goods to another importer, without, howefegming the first accordingly. The seco
importer was competing fiercely in the market by offering lower prices, lgugetity discounts, and better cre
terms, causing a significant drop in the sales of the first import¥hen the latter complained about this,
exporter said it is very common practice for their company to use alternatieutis's to reach the end customer

0 Quite often, foreign suppliers from Vietnam, as in the case of a producer of household furnishings, deliberately

send shoddy goods to their Cypriot buyers in order to completstapdhe order. In this way, they usually get
of old stock and reduce their costs. However, when the goods aimi&gprus, and the importer realized that {
products were problematic, they refused to either replace them withogesdor provide any compensation for {
damages caused.
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o Some Chinese suppliers of garden furniture do not provide adequate information regarding the raw matiégl
use in manufacturing their goods as they are unwilling to disclose thestaodard quality. They consider thig
confidential issue in their corporate practices that does not need tccloselisto the buyer. As a result, when

end-product is sent to the Cypriot importer, there are instances when it stoahe quality levels required.

o A German exporter of special machines producing ice cream cones deliberately, in his attempt to close the sale,
gave misleading information to the Cypriot importer regarding the speitfisadaily capacity, and running cost
his products. However, when these arrived in Cyprus, the buylerertbghat they were not up to the standal
required by his customers and they remained unsold. Whemimaioed to the foreign supplier, the latter den
that he gave misleading information and put all the blame on the fact thatiyibe vias inexperienced in th
business.

0 An Indonesian exporter of rattan furniture was only interested in completing the order from the Cypriot importer,
but showed no concern about when and in what condition the praduaid reach their destination. Although th
exporter was repeatedly contacted by the buyer to provide informationtabatatus of the shipment, the forei
supplier deliberately did not respond to any attempt at communicating withlhithe end, goods arrived in Cypr
after a long delay, while some of the goods also did not conforrhablvad been originally agreed.

C. Effect of Personal Value Differences

O A leading Italian supplier of flour promised to export a special type of flour for puff pastry to a Cypriot buyer. It

was agreed that this should fulfil specific quality standards, althtluege were subjectively defined from t
perspective of the representatives of each party. When the floureligered to its destination, the buyer realiz
that the quality was far from that expected. The seller attributed this to théhdadis sales representative w
recently appointed and did not have a good understanding of dealk#ig. This resulted in the buyer refusing
pay the outstanding amount to the foreign supplier, while at the saraeiteating serious delays in supplying

market with the company’s products.

o The export sales representative of an Irish producer of processed beef avoided giving full information about the
nature of the products sent by saying to the Cypriot purchasing dffigiehe should count on his personal chara
and integrity. However, on the arrival of the goods in Cypamsl after having paid the documents throug
commercial bank, it was found that they differed markedly frometlaasually placed on order. This led the Cyp
firm to take legal action, which forced the export manager of thely\dngprompany to come to Cyprus and se
the problem.

o Although personal values are highly regarded by Japanese exporters, the way these are perceived and implemented
is quite different from that of Cypriot firms. For instancejraporter of second-hand cars into Cyprus, request
Japanese supplier to send cars of a specific model and age. Alttougts asked for the deal in writing, the per
in charge on the Japanese side refused to do so and insisted ontkayihiy verbal deals are fully honore
However, when the goods arrived in Cyprus, more than hatiatidonform to what had been agreed.

o A Greek exporter of olive oil approached a Cypriot importer for the purpose of entering the Cyprus market. A
representative from the exporting firm came to Cyprus and persanatlypeople from the importing firm and
friendship was gradually cultivated between them. This led the Cyprigtlepdo trust the export salg
representative, and disclose vital information about the company’s activities and market structure. However, having
received this information, the Greek supplier, instead of going ahehdsetiing up business with the potent
importer, opted to collaborate with another importer who was the coaipetitor of the former.

0 A Cypriot firm imported goods from an Argentinian supplier of lamb on a regular basis at a commission rate of
1%. Over time, a personal trust was developed by the Cypriot with hifesupplowever, when on a specif
shipment by mistake the commission rate was not written on the contractptreeerefused to pay the commissi
to the buyer. This incident has resulted in the relationship between the two giatieally deteriorating and finall
dissolving.

o A Cypriot importer visited Taiwan and placed an order for frozen fish with a local producer. Therégates
officer of the latter shook hands with the buyer and provided parsssurances that the products would arriv:
Cyprus in good condition and within the prescribed time. Howekerproducts arrived in Cyprus one month I
and when the packs were opened it was revealed that they had dedrastasyun to disintegrate. The export sé
officer constantly refused to respond to the importer’s requests to provide an explanation of what had happened ar,
cover the damages.
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