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ABSTRACT

This preliminary study examines how small producerscan cope with new trends of the agri-
food business of Central and Eastern European Couries. Trends, such as growing importance
of vertical coordination has become relevant in theime of ‘new quality’ to guarantee the
consumer the correctness of credence attributes. T process results in the appearance of
different forms of networks such as supply chain ngork, where more and more frequently,
interfirm relationships are being examined as a majr source of value creation. At the same
time, due to experiences during both the communisand the transition periods, trust is
generally lacking as a base for business exchangasmany of these countries. However, some
empirical data shows that companies are able to soessfully create certain contractual
exchange forms where trust can be built up relatiig quickly. Furthermore, marketing
cooperatives can solve many problems of vertical oodination; but the numbers of cooperatives
are still small because trust plays an important rte for farmers to join a marketing cooperative
in transition countries. Thus, we focus on the obatles which origin from lack of trust;
therefore we investigate the key elements of deasi to cooperate in the literature. In the last
part we use case studies about Hungarian cooperatis to assess which factors have role in these
cases.
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INTRODUCTION

People are generally concerned about the qualitthef food. But during times of food
scandals people become even more aware and codcdime change in the perception of
food quality by consumers and politicians is affegtthe consumption patterns and the
expectations of “good” food. The relevance of tekable transfer of credence attributes as a
part of the product quality has been increased. Most striking consequence of these
dramatic food scares was the fact that politicianeasumers and also producers and suppliers
assessed that food quality is no longer the redipititysof a single firm, instead the whole
food chain needs to work together in order to @elithe “new quality”(Hanf and Hanf,
2007). This situation results in certain processesh as evolving vertical coordination which
is mirrored in the Hungarian agri-food businessdbyeloping modern types of cooperatives.
This phenomenon brought challenges for local aabragri-business sector with demands
for coordinated production from the field to congrmby requirement of reliable transfer of
trust attributes as a part of the product qualdytiie consumer. Credence attributes are
characterized as such product and service chasdtigrthat cannot be detected by the buyer
under ordinary circumstances, neither before niar @fie buying process has finished (Hanf,



2000; Picot et al., 2001). They are often affilhteith the production process, and risk
related attributes are generally part of the prodiself. Bounded rationality, asymmetric
information and time restraints are factors thatte a situation in which consumers are not
able or not willing to prove the quality of foodgolucts. Most of the trust attributes are
considered to be components of quality by the coess. In the progress of sophistication of
the control- and measurement technologies credattdbutes alter to experience attributes
(Hanf and Drescher, 1994). With this object actmase to develop monitoring, food safety,
traceability, quality standards, communication testbgy. They must also have
understanding of changes in marketing, good knogdeabout the market and consumers,
and the ability to follow the trends of product depment and new innovations (Juhasz and
Kurthy, 2006).

To fulfill such requirements, more strictly coordted supply chains have been evolved.
Quite often such chains are formed of independentbllaborating enterprises called supply
chain networks. According to Lazzarini et al. (2p@hd Omta et al. (2001), ,supply chain
networks are commonly characterized as firms thateanbedded within a complex network
of horizontal (i.e. strategic alliances, joint vamgs) and vertical (buyer and supplier)
relationships” (Ng et al., 2003). Such as supplgicmetwork also could be defined as a
strategic network (Hanf et al., 2004). AccordingBiorr (1999), intensity of the relations in
strategic network is high and set for a long tefimaditionally, the management of such
supply chains focused on operational aspects, lirretis a benefit in considering retail
supply chain strategy in terms of relationship dhnily among retailers and their key supply
chain members (Mentzer et al., 2000). Mentzer et (4999) defined supply chain
management as “the systemic, strategic coordinatiadhe traditional business functions and
the tactics across these business functions wéthgarticular company and across businesses
within the supply chain (that consists of multifilens), for the purposes of improving the
long-term performance of the individual companied ¢he supply chain as a whole”. This
suggests supply chain management is the manageshetise interfirm relationships, so
understanding interfirm relationships is importéot successful development in a supply
chain network (Mentzer et al., 2000).

In context of cooperative interfirm relationshipghe importance of trust has increased
because of its benefits such as reduction of trissacosts, increased information sharing,
and willingness to invest in specific interfirm agbnships. Several researchers worked on
trust from theoretical and empirical perspectiveay and Teng, 1998; Zaheer et al., 1998;
Dyer and Chu, 2003; Laaksonen et al., 2008). Theareh of Lindgreen et al. (2005) shows
that trust, defined as “a willingness to rely on exchange partner in whom one has
confidence” (Moorman et al., 1993), is seen agithet important foundation for relationship
marketing (Andaleeb, 1996; Crosby et al., 1990; ddorand Hunt, 1994) because of the lack
of trust has frequently been mentioned betweerthiaén actors (Srivastava, 1999; Urlings et
al., 2000). Furthermore, in the context of procueatrsystems, which are characterized by
contractual relationships between buyers and seltee level of trust is an important factor
influencing participation.

In this condition each actor in the supply chaitwaek needs to collaborate in order to fulfill
the requirements of consumers. It means supplissreed to cope with developments in
coordination with other actors of the chain. lteispecially difficult for small producers in
Central and Eastern European Countries like Hungaimgre almost the half of agricultural
production is produced by them; they make up aln®@t of the number of producers.
These small farmers have difficulties in the abowentioned requirements. If they want to
integrate in the new market environment, one ptessiay is to cooperate horizontally.
Cooperatives may solve many problems in situatibmestical coordination; however the



numbers of cooperatives are still low in transitioountries (Fett and Szabo, 2002). A

number of case studies indicate that small farnaees slow to realize this because the
negative experience with collective farming frome tiCommunist period has made a
significant impact upon farmers™ attitudes towamy gorm of cooperation (Cséki and

Forgacs, 2008). One of the possible explanationghis phenomenon is the lack of trust
among farmers, and between farmers and their par(Bekucs et al., 2007).

OBJECTIVE AND RESEARCH QUESTIONS

In context of supply chain networks, where coopegainterfirm relationships have become
important, it is obvious that the role of trust reso become relevant. In this situation, the
question is arising whether trust is the only iaflaing factor of a successful cooperation. To
be able to answer the question it is needed to kmbat the key elements are in the decision
to cooperate. Therefore, this preliminary papeestigates factors which might have impact
in the decision to cooperate like expectation, iclamice, cooperativeness as well as trust.

Thus, the rest of the paper is organized as follde first section describes key elements of
the decision to cooperate. It starts with geneedindtions of cooperation, and than states
characteristics of main components. As we attemptarify the role of trust in this decision,
we need to define it and investigate the bases#adt of trust. The second section discusses
the role of the theoretically described key elerseag well as trust in “real” examples of
cooperation. We use successful cases for integratib small producers to modern
procurement system in a CEEC. It is provided bgelstudies about Hungarian cooperatives
which were conducted by Juhasz and Kurthy (200&uBsiet al. (2007), Forgacs (2008).

THEORETICAL FRAMEWORK

Scientists realized the importance of trust in @apve relationships and systematic
research on trust in context of cooperation crosfesdy more than 30 years. It is because
the word "trust" is so confusing (Shapiro, 19879l dmoad (Williamson, 1993; McKnight et
al.,, 1998). Several researchers worked on trush fiteeoretical and empirical perspectives
(Das and Teng, 1998; Zaheer et al., 1998; Dyer @md, 2003; Laaksonen et al., 2008).
Besides many definitions, there are several claasibns by different criteria like its
strength, quality, relational level, contents, depement processes, as well as work on topic
of trust development and dynamics of trust is abssearched. Thus, trust as an important
element in the decision to cooperate has been widedearched, therefore, the current
approach defines trust in a way that distinguishest from other similar constructs
(cooperativeness, confidence, expectation) in tbasin to cooperate, which often have
been confused with trust in the literature (Mayenle, 1995) and we only define trust and
introduce a classification by bases of trust (Balay al., 2008) to illustrate the influencing
connections between trust and other constructseimécision to cooperate.

KEY ELEMENTS OF DECISION TO COOPERATE

Cooperation can be defined as a process by whidividlwals, groups, and organizations
come together, interact, and form different relaginps for mutual gain or benefit (Sméh
al., 1995). Since such cooperation consists twmare actors, who must consider that each
firm has different motives, reasons and precongditidor joining, firms usually are not
equable; cooperation might be discouraged (Hanf dmutzenberg, 2006). Such
heterogeneity could cause a number of inefficiepegblems like; agency problems,
commitment problems, decision-making problems, ofppdstic behavior, coordination
problems, and strategy-related problems (Hanf acfuv8ickert, 2007). Furthermore, other



factors might be an obstruction of fluent cooperataction. For example, cooperation does
not always create short-term advantages for thesfinvolved, but they also absorb resources
— especially during their establishment, becauseheneficial in the long-term.

Because of such problems firm needs to have clepectation and certain level of
confidence in others’ action in the decision to marate. But often it is not possible to get
enough level of them in which case actors needrgéneoperativeness.

Figure 1. Decision to cooperatewn source)
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In the figure 1 we illustrated our preliminary ideabout the structure of these 3 constructs in
the decision to cooperate, which will be investghatvith their bases in the following parts of
the work.

Expectation

Firms have to recognize cooperation as a mean e@ocorne limitations of their resources
based on their calculations. Firms also have tcersidnd that cooperation is a lever that
increases their profits. Overall, firms must unthamrd cooperation as a unique source for
pursuing strategic objectives by achieving coopenabenefits (Echols and Tsai, 2005;
White and Siu-Yun Lui, 2005; Zaheer and Bell, 206&nf and Dautzenberg, 2006). For
example in modern supply chain networks firms cagpiat technological spillovers.” (Shan
et al., 1994), reduce the need for costly direchitooing, lower resource demands than full
ownership - because individual firms do not havestpply all resources (Combs and
Ketchen, 1999) by having access to complementasgtaigRothaermel, 2001). Interfirm
cooperation can be useful way to have alternatagsvof reducing transaction costs (Shaw et
al., 2000). It can help to overcome long-term cacits constraints to have important
safeguard mechanism mitigating external and intemaaards and to encourage long-term
evolutions (Luo, 2002). Firms in cooperation casieabuild a brand name, design products
(Heide and Miner, 1992; Combs and Ketchen, 19%léPowell, Koput, and Smith-Doerr,
1996) reveal information (Ross and Conlon, 2000kf@mple new technology from partners
and to develop new product (Rothaermel, 2001),iggicomplementary skills by getting into
sources of know-how located outside the boundasfethe firm (Ring and Van De Ven,
1992). Furthermore, firms have better chance toptpmith external pressure (Hanf and



Dautzenberg, 2006). This is particularly true ia tontext of the agri-food business since the
“new food quality” is being produced as the resiilthe cooperation between all stages of
the food chain (Hanf and Hanf, 2007; Theuvsen, 2@iersojer and Weindlmaier, 2006;
Menard and Klein, 2004).

Confidence

In this situation, firms demand to perceive cettathat their partners will act in a responsive
manner and garner enough confidence. In order denstand more the role of confidence in
the decision of cooperation, it is necessary tafglavhat confidence means. Generally, Das
and Teng (1998) defined confidence in partner caadjmn as “a firm's perceived level of
certainty that its partner firm will pursue mutyakkompatible interests, rather than act
opportunistically“. At the same time, in some défoms trust is equally defined.. as the
confidence held by one party in its expectationghef behavior and good-will of another
party regarding business actions” (Ring and Vaivde, 1992; Zucker, 1986; Mayer et al.,
1995; Carson et al. 20p3Such confidence can be based on experience ipakeor on
knowledge in the present.

Insert Table 1 around here

For example, experience based confidence develpgsabing close and trusting relations
(Moran, 2005), or gaining satisfaction with pastammes indicates equity in the exchange
(Ganesan, 1994); or if the partner firm fulfillssitive expectations (Gulati and Nickerson,
2008). Consequently, the firms can gain confidénoeach other over time having evidence
about past performance (Siegrist et al., 2003;eamd Siegrist, 2008, McEvily et al., 2003).

If there is no experience with partners, firm césoaave confidence by having knowledge
about clearly defined role responsibilities, cladf expectations (Nygaard and Dahlstrom,
2002, Perrone et al., 2003), shared experience @Q@6) rich experience of older executives
(Golden and Zajac, 2001), formal mechanisms of a@ioation, informal organization, such
as shared experience, culture, leadership, nomaspeecedent (Gulati et al., 2005), control
(Das and Teng, 1998), sharing of values (JonesGamige, 1998; Earle and Siegrist, 2008),
reciprocal or joint commitment inputs (Gundlactakt 1995).

Cooperativeness

It is often impossible to monitor every detail irosh exchanges; firms must always have a
minimum level of cooperativeness. Cooperativensgha attribute that defines the players’
willingness to cooperate. According to the literatduhe following factors have effect on
actors’ willingness to cooperate.

» Likely future interactions - The greater the amglitite less important is the payoff in a
current period relative to the number of potentigportunities for reward or retaliation,
and the lower is the relative risk of current caapien” (Heide and Miner, 1992).

» Expectation of future cooperation — It reduces itleentive for opportunistic behavior
(Nooteboom et al., 1997).

» Expectations of pay-offs from future cooperativéadaor — It support cooperation in the
present (Poppo and Zenger, 2002).

» Expectation of another party's willingness to coape — It is positively correlated with
an individual's decision to take risks and coopewith the other party (Dawes, 1980).
When individuals are committed to a collectivitiey are more loyal to it and are more
willing to invest their time, effort, and attentiam behalf of it (Whitener et al., 1998;
MckEuvily et al., 2003).



» Collective learning — Primarily involves learnindgpaut the partner in a manner that
enables more efficient cooperation (Inkpen 2000).

» Similarities in goals and values — "when ingroupmbers perceive similarities in goals
and values, they believe that other ingroup memlages more likely to behave in
accordance with these values (i.e., beliefs abogtoup members' integrity) and that
ingroup members are more likely to care about giheisare good for all group members
(i.e., beliefs about in-group members' benevolén@@jilliams, 2001; McEvily et al.,
2003).

» Trust that is based on past experience, interactom partners attributes — It develops
the relationship maturity and influence the willivegs to put oneself at risk.

Trust

Often citied definition of trust is "willingness toe vulnerable,” proposed by Mayer, Davis,
and Schoorman (1995). In other words define "trastinean that one believes in, and is
willing to depend on, another party (McKnight et, dl998). It is “a pre-eminently modern
phenomenon, resting, ultimately on the self-regudptautonomous individual(Seligman,
1998). “Trust is the degree to which the trustoidbh@a positive attitude toward the trustee's
goodwill and reliability in a risky exchange sitioat’ (Gambetta, 1988; Nooteboom et al.,
1997; Ring & Van de Ven, 1992; Das and Teng, 1998)st requires a previous engagement
on a person's part, recognizing and acceptingrislaexists (Mayer et al., 1995). So, former
risk must be recognized and assumed, meaning rinstt develops over time. Trust by this
definition is independent of contractual provisi@montrols in an exchange; it is a personal
trait that influences commitment decisions in tlense that it affects an individual’s
assessment of the benevolence of other actorsdtiazet al., 2008). The definition of trust
is the willingness of a party to be vulnerablete tictions of another party, irrespective of
the ability to monitor or control the other paridyer et al., 1995). “Control or confidence is
what you have when you know what to expect in masibn; trust is what you need to
maintain interaction if you do not” (Seligman, 1998herefore, trust is needed when there is
no basis for confidence, like when behavior cameopredicted or when strangers are part of
the interaction. Trust is necessary when the athenknown, or behavior cannot be imputed
or predicted, because either there is no systeminvivthich sanctions can be imposed or
there is no underlying sense of or terms of famijiaor sameness that would allow such
prediction (Seligman, 1998).

There are number of classifications of trust but eamsider the following five kinds,
according to their origin: calculus-based, exparebased, cognition-based, goodwill, and
affect-based trust (Belaya et al., 2008). Calcblaised trust is based on both the fear of
punishment for violating trust and rewards for presg it (Lewicki & Bunker, 1996). Trust
can also originate from experience that has deeelapto a routine behavior, thus, it is
named experience-based trust (Woolthuis et al.,2R00rust may also evolve from
knowledge and inference of the partner’s abilitiegjts, goals, norms, values, which is
referred to as cognition-based or economic trusrghn, 1992; Gulati, 1995; McAllister,
1995; Shapiro, 1987). Before the actual relatigmsiegins, goodwill trust forms out of an
initial value which is based on inclination or wiljness to trust (Mayer et al., 1995). This
inclination may be determined by survival condispexperience and socialization, traits of
people and/or firm culture, or institutional enviroent. Furthermore, the cooperation attitude
is heavily influenced by this type of trust. At thment of entering a trustful relationship,
firms already possess the willingness to trust eatbier. Another kind of trust based on
loyalty, care, warmth, friendship or empathy foe thther partner, and is called affect-based
trust (McAllister, 1995), This type of trust carsaloriginate from kinship (Ouchi, 1980),



similarity or mutual identification on the basis sifared cognitive frameworks (Hellriegel et
al., 1992; Gulati, 1995; Burt, 1992). A company®d image and reputation could serve as
an example of such type of trust.

HUNGARIAN CASE STUDIES

In this part, we investigate the role of the abowventioned three constructs of decision to
cooperate in “real” examples of integration of dpabducers to modern procurement system
in Hungary. We chose three studies about coopesatithich were conducted by Juhasz and
Kirthy (2006), Bakucs et al. (2007), Forgacs (2008key investigated the success factors in
five different cooperatives.

AVIUM agricultural cooperative and AVIUM 2000 poult ry processing cooperative

The poultry farmers around Beshfounded AVIUM agricultural cooperative in 1993 exft
the new cooperative law was accepted by the paglinAVIUM concentrated the supply of
live chickens and organized joint procurement qiuits. To fill a market niche and to gain
the market security and profit surplus providedhsy processing stage of the vertical chain, a
few members of the agricultural cooperative latemided AVIUM 2000 poultry processing
cooperative Expectations of members in these cooperatives weashieve more favorable
producer prices, sales security, and reductiomapfsaction costs. They aimed to concentrate
the supply (joint marketing), thus increasing markecurity, countervailing power and the
obtainable price for farmers; and to purchase lipitite input materials, thus lowering the
costs of production. At the founding of these agtioral cooperative, producers who became
members all knew each other through professioraity enjoyed good personal relationships,
especially with the president. The confidence l@fehembers was based on their knowledge
about the integrity of the president (authentiaigfiability) and his personal and professional
connections. Furthermore, they knew about the icéstr circle of management controls,
which secures the flexibility and quick adaptatminthe system. Furthermore, the authors
concluded that the mutual trust and interest weng@ortant success factors in these
cooperatives. (Juhasz and Kurthy, 2006)

Mérakert Cooperative

The Morakert cooperative plays important role vétlarge number of small farms in the fruit
and vegetable production of Hungary. In this sedtwe most successful among the similar
cooperatives that was established by small-scalmefis and is still developing, with
increasing annual turnover and membershipe main aims of founding this cooperative
were reduction transaction costs and solving theblpms from incomplete pricing
mechanisms. According to the results of Bakucd.e{2007), members have other reasons
for choice of cooperative. The first four most relet factors are selling quantity via
cooperative, existence of contract, flexibilityudt. Other not so relevant factors were
personal contacts, services, price and not relefeandrs are input finance, payment speed,
price premium, delivery, habit. Bakucs et al. (200Westigated these factors, and made
cluster analyses. According to their results, tlaeeethree clusters with the following factors:
In the first cluster importance of trust, personahtact, the existence of contract, and the
direct benefits from cooperative membership inalgdorice, input finance and services were
identified. In the second cluster, all of the fastmeans are below the average. In the third
cluster, the factors of ‘quantity selling via coogtéve’ and ‘payment speed’ and ‘service’
were important. (The share of the clusters: 1. 86qent; 2. 34 per cent; 3. 30 per cent).
(Bakucs et al., 2007)



Béke Cooperative

The Béke Co-op is a traditional production coopeeatwas founded in 1955, by the poorest
peasants in the town. During transition to a masgystem, the president was replaced by a
new one in 1990. The level of trust between thenfarand the new president and between
them and most of the members was high; theref@entkmbers did not want to break up the
cooperative community that they built up togetheerothe years. They strongly believed in

cooperation because of the achieved successfulagewents. (Forgacs, 2008)

Hajdu gazdak Cooperatives

Farmer’ Club was founded in 1993, with the aimsrepresenting producers’ interests,

improving the skills of producers, developing gtyabf products, and increasing quantity of

selling. The member of Farmer's Club establisheel Ittajdd Purchasing and Marketing

Cooperative (PMCH) in 1996, to gather and sharermétion, to purchase inputs jointly and

to improve marketing of products. Later, in 1998\t changed to Hajdu gazdak Purchasing
and marketing cooperatives (PMCHG) to access aaditigovernment support. Members

with significant individual professional experien@aljust their actions to reduce transaction
costs. (Forgacs, 2008)

Conclusion

It is observable that each cooperative was eshadidbecause members expected to reduce
transaction costs. Most of them also aimed to eressles security and other different
objectives created in the new business environment.

Insert Table 2 around here

They were able to cooperate even though they mingive had bad experiences with
cooperatives. They could garner enough certaintythie possibilities of cooperatives;
however, their confidence has different bases. Miksty the knowledge about ability of

cooperative leaders and management control helgd in decision to cooperate or not. In
other cases the inviduals’ professional experiepcegided certainty in each other.

It is observable that members’ expectations andcssuof gaining confidence are different
even in the same cooperative. We assume that menotbdvidérakert, in the first cluster,
probably had worse experience in the past and néeégiser level of confidence in
transactions. That is why for them the trust lepelsonal contacts and good contracts are the
most important factors in the decision to cooper@entrarily members, in the third cluster,
probably have better experience in the past, tleepat need so high level of certainty. We
also assume that trust in the ability of coopeeafizaders and the filter rules applied to
potential members are more important factors indénasion to cooperate for members of the
first cluster while the strict coordination of thequired quality and quantity of products has
bigger importance in the decision to cooperateasecmf members in the third cluster.

Such knowledge and experiences might be integratdéd their level of general
cooperativeness by increasing level of mutual twith members and with leaders. Like in
case of both Béke Cooperative and Hajdu gazdak €atipe where members in emphasized
the importance of the duration of personal relaiops among members and the importance
of trust. However, in PMCHG, members had higherelesf trust with business partners
while in Béke coop members had higher level ofttiugormal institutions (Forgéacs, 2008).

Thus, it is observable that these cooperativepegating well after the bad experience in
their history. The role of expectation and percdigertainty are the most important factors
that can improve the general cooperativeness.



SUMMARY

For many years it has been observable that in ghef@d businesses there is an ongoing
request in efficiency gains and quality enhancerbgrihe alignment of actions of all players
of food chains. Hence, strictly coordinated chargamizations evolved and consequently
supply chain networks have emerged. Taking intooaet agricultural production
characteristics, most often supply chain networksstill composed of many farmers. This in
turn, leads to horizontal cooperation on the faewel. In general, authors found that
cooperation can fail due to lack of trust betwedraic network members, lack of
understanding of the benefits of collaboration, #amk of strategic vision. But successful
collaboration can be developed if certain condgi@ane enhanced, for example, if members
have enough level of certainty and clear expecggeits from cooperation. Therefore in this
work, we introduced preliminary ideas about mecsmsi in the decision to cooperate. In
order to understand it better, we have distingwsinest from other similar constructs like
cooperativeness, confidence, and expectation. &umibre, the bases of these constructs are
also analyzed. Elaborating cases studies aboutafiamgcooperatives, conducted by Juhasz
and Kurthy (2006), Bakucs et al. (2007), Forga®08), it is observable that (table 2) the
main expectations are to secure the market ane@sertransaction costs. In addition, these
cooperatives could be established, because ofigh&isant confidence level of members.
Their confidence based on their experience witlelotnembers and/or the leader, on the
clear rules, and on knowledge about members’ muniexiest. We can also observe that trust
in the leader of the cooperatives can be integratedthe confidence and cooperativeness of
the members. So we can see that due to vertidgahsas well as due to the huge number of
small producers, the idea of forming horizontabperations (i.e. cooperatives) can and must
be taken into the context of transition countries.
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APPENDIXA

Bases of confidence

Experience based confidence

Knowledge based comigde

Close and trusting relatiofsloran,
2005)

Satisfaction with past outcomes
indicates equity in the exchange
(Ganesan, 1994)

If the partner firm fulfills positive
expectations (Gulati and Nickerson,
2008)

Experience or evidence (Earle and
Siegrist, 2008)

Past performance (Siegrist et al.,
2003; Earle and Siegrist, 2008)

Over time, as the parties gain
confidence in each other (McEvily e
al., 2003)

—

Clearly defined role responsibilities
(Nygaard and Dahlstrom, 2002)

Shared experience (Kor, 2006)

Clarified expectations (Nygaard and
Dahlstrom, 2002 )

Rich experience of older executives
(Golden and Zajac, 2001)

Formal mechanisms of coordination
(Gulati et al., 2005)

Informal organization, such as shar
experience, culture, leadership,
norms, and precedent (Gulati et al.,
2005)

Control (Das and Teng, 1998)

Sharing of values (Jones and Georg
1998; Earle and Siegrist, 2008)

Defining system of role expectation
(Perrone et al., 2003)

Reciprocal or joint commitment
inputs (Gundlach et al., 1995)

Institutions designed to constrain
future performance (e.g., evidence,
regulations, rules and procedures,
indicators of competence, etc.) (Ear
and Siegrist, 2008)

)€,

le

Table 1.: Bases of confidence



APPENDIXB

Table 2. Results from case studies (Forgacs, 208&sz and Kirthy, 2006; Bakucs et al. 2007)

CONFIDENCE COOPERA | EXPECTATION
TIVENESS
BASED ON BASED ON KNOWLEDGE
EXPERIENCE
AVIUM At the founding | - Integrity of the Mutual | - more favorable produce
agricultural | of the president trust and | prices
cooperative agrlcultural (aL_Jth(_antlcny, _ interest | sales security
and cooperative, reliability) and his _ _
producers who | personal and -Reduction of transaction
AVIUM became professional costs
2000 poultry | members all connections - By concentrating the
processing | knew each other . . supply (joint marketing),
cooperative | through ;nziztg:grtr?sn?rde of thus increasing ma_rl_<et
professionally | . -+l ever ything security, countervailing
and enjoyed directly. which power and the obtainable
good personal recty, price for the chicken
relationships Secures the . fattening farmers.
especially wi'éh erX|b|I|ty and quick _
. adaptation of the - By collective
the president. | ooqtom purchasing of the input
materials, thus lowering
the costs of production.
Mérakert - Filter rules applied| Trustin | - Reduction transaction
cooperative to potential membersleader costs
- Strict coordination - Solve the problems fron
of the required incomplete pricing
quality and quantity mechanisms
of products.
- The ability of
cooperative leaders
Hajdu - In producing | Communication Trust Reduction of transaction
Gazdak - In knowledge between | costs
cooperative | about other members
people and in
especially about the
the leader leader




