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Abstract

With the increasing ubiquity of the Internet, organizations are using the Internet
channel to increase overall performance, consolidate existing markets, and expand into
new markets. The literature, however, contends that the overarching benefits realized
through the Internet oftentimes come at the expense of perceived job insecurity among
individuals in the organization. This study explores perceptions of sales agents that
develop because of the potential for the Internet to cannibalize their business and
jeopardize relationships and their jobs. Results suggest that sales agents’ perception of
cannibalization negatively influences their trust and commitment. Furthermore,
environmental munificence moderates the influence of PC on trust and commitment.
Additionally, Trust and Commitment mediate the impact of PC on Relational Capital, Job

Satisfaction and Job Performance of a salesperson.
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An Exploratory Investitation of Impact of Perceived Cannibalization on
Salesperson’s Trust, Commitment, Job Satisfaction, Job Performance and
Relational Capital

The dawn of the Internet era has lead several companies to explore new and
radical channels. “The use of multiple channels of distribution is now becoming the rule
rather than the exception” Frazier (1999, p232). Companies add a direct or an indirect
channel to consolidate and capture new market (Geyskens, Gielens, and Dekimpe, 2002).
By adding Internet channels to their existing channels, companies hope to increase their
overall performance. Despite the proliferation of Internet usage both by marketers and the
customers, little is known about the impact of the Internet on the salesperson’s
performance outcomes. Although expansion using the Internet channel may increase a
firm’s penetration level and decrease their distribution cost, lowered levels of support in
the entrenched channels such as existing agencies may reduce the effectiveness of this

expansion.

Geyskens, Gielens, and Dekimpe (2002) note that the ubiquity of the Internet
results in uncertainty in the channel members, as is typified by most market
discontinuities. The uncertainty associated with the Internet may be detrimental to the
performance of channel members (Geyskens, Gielens, and Dekimpe, 2002). This
uncertainty arises from the perceived cannibalistic tendency of Internet channel.
Geyskens et al. (2002) posits that the Internet channel may be disruptive as it is perceived
to cannibalize the entrenched channel. Porter (2001, p73) promulgates that “It is widely
assume that the Internet is cannibalistic [and] will replace all conventional ways of doing
business”. Deleersnyder, Geyskens, Gielens and Dekimpe (2002) demonstrate that in
spite of the low of economic magnitude of incidence of cannibalism there are
psychological implications of cannibalism, which may influence marketer’s performance
outcomes. Salespeople fear the Internet as they perceive the Internet cannibalizes their
sales (Deleersnyer et al. 2002). Also, salespeople fear that Internet channel will make
them outmoded and eventually replace them. Research indicates that perception of

cannibalism may be source of channel conflict that may cause salesperson to provide
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lower support for his/her firm’s offerings (Frazier, 1999). Lower support for firm’s

offering may result in lower performance.

Research in channels domain recognizes the importance of performance
implications of channel decisions. Seminal work of Jeuland and Shugan (1983) and
McGuire and Staelin (1983) Gerstner and Hess (1995) and Lal, Little, and Villas-Boas
(1996), purports the strong influence of channels decisions on the channel member
performance. The current study develops a framework for conceptualizing the
performance effects of adding an Internet channel on the channel member and provides
empirical tests on the impact of a variety of moderating variables.

Researchers in marketing (Deleersnyer et al. 2002; Geyskens et al., 2002; Ward
and Morganosky, 2000) have previously measured cannibalism and its effects in
economic terms. An extension of the concept by measuring the psychographic nature of
cannibalism will not only augment the diagnostic ability of cannibalism but also provide
a more comprehensive view of the effects of cannibalism. We develop scales for the
cannibalism and explicitly test the validity of scale in personnel selling context.
Furthermore, we investigate various consequences of cannibalism in a principal-agent
relationship. This research study identifies and discusses how the perceived cannibalism,
arising from the addition of Internet channel potentially limits the agent’s trust and

commitment; and diminishing his/her satisfaction, performance and relational capital.

THEORETICAL FRAMEWORK
Cannibalism

Although there is surprisingly limited empirical work on channel cannibalization,
several researchers have expressed their concern about the cannibalization hazards
companies face when they add an Internet channel to their entrenched channels (e.g.,
Alba et al., 1997; Brynjolfsson and Smith, 2000; Coughlan et al., 2001). Both the
academic and the trade press typically proclaim cannibalization effects to be present, as is
reflected in the following quote:
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“Established businesses that over decades have carefully built brands and
physical distribution relationships risk damaging all they have created when

they pursue commerce in cyberspace.” (Ghosh, 1998, p. 126)

Past research presents that online channel cannibalization is exacerbated by four
major observations (Deleersnyer et al. 2002; Geyskens et al., 2002). First, sales may shift
from the entrenched channels to the new Internet channel when the latter provides more
appealing features to the target audience, such as a quasi-unlimited amount of
information on product attributes, increased customization, time savings, etc. (Alba et al.,
1997). Second, the Internet is likely to increase the power of the consumer, as price
comparisons across firms can be performed quickly and easily. The resulting increase in
price competition may explain why online prices for homogenous products are often
found to be lower than those in conventional outlets (Brynjolfsson and Smith, 2000),
which may cause sales to shift even further. Third, total sales may also decrease when
consumers buy less through the new channel than through their old channel, e.g. when
there are less impulse purchases through the Internet (Machlis, 1998). Fourth, existing
channels may view the new Internet channel as unwelcome competition. When this
happens, the firm’s entrenched channels may lose motivation, and can reduce their
support for the firm’s products. This may, in turn, result in more brand switching towards

the firm’s competitors, and hence decreased total sales (Coughlan et al., 2001).

In spite of the above theoretical observations, and at a time when there is much
debate about Internet channel additions in the financial service industry (Mattila, 2002;
McDonald, 1999; Useem, 1999) empirical evidence on the performance effects of
Internet channel additions is still lacking, with the exception of Geyskens et al. (2002),
Ward and Morganosky (2000) Deleersnyder et al. (2002). However, the first study,
focuses on the total value implications of Internet channel additions (as measured by
stock market returns), while the separate impact of cannibalization on the specific
distribution agent is not assessed. In the second multiple-industry study by Ward and
Morganosky (2000), cannibalization is proxied by relating consumer’s self-reported

channel usage to information search in particular product categories. Specifically,

W.P. No. 2016-03-39 Page No. 5



IIMA e INDIA I
_— Research and Publications

consumers were asked to check whether or not they (a) bought and (b) searched for
information on the product within the past six months from online outlets, catalogs,
and/or retail stores. Since online product information search generated offline sales but
not vice versa, the authors conclude that online channels do not cannibalize offline sales.
Unfortunately, their cannibalization measures were not fully developed and make
abstraction of the magnitude of the cannibalization effect. Moreover, the above two
studies approach cannibalization solely as a short-run phenomenon and measure the
overall financial value of adding the Internet channel in the short-run. The third study by
Deleersnyder et al. (2002), again measure only economic magnitude of the effects of
cannibalism resulting from addition of Internet channel in newspaper industry. Although,
the results indicate that the addition of Internet channel affects the circulation of only a
few newspapers but the study recognizes the other strong implications of cannibalism,
where the new channel may appear to be a substitute for the entrenched channels. Also,
Deleersnyder et al. (2002), suggests that the Internet cannibalism is higher where the

differences between the groups of consumer of online versus offline are less.

Extant literature on cannibalism and its impact examines cannibalism from the
firm’s perspective only. The present study extends concept of cannibalism by examining
its influence on attitude of entrenched channels towards the firm. The overarching
objective of this exploratory study is to proffer and empirically test a model of
cannibalism as it relates to performance outcomes of the entrenched channels.
Specifically, the study empirically develops psychographic scale for cannibalism, tests it
affects on agent’s trust, relationship commitment, relational capital, job satisfaction and

job performance.

We posit that the perceived cannibalism may be detrimental to the overall
performance of the firm because the addition of Internet channel influences the
motivation level of the entrenched channels (Geyskens et al., 2002). We tender a long-
term view of the affects of cannibalism as there may be a potential lag between
perception of cannibalism and its economic effect (Dekimpe and Hanssens, 1999). In

order to avoid the short-term view, empirical studies that investigate the long-run
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influence of Internet-channel addition on the individual salesperson performance are
critical. Or, as Frazier pointedly put it: “Models need to be developed to help determine
when multiple channels need to be relied on [since] the ultimate effect on long-term
product sales is [...] unclear” (1999, p232). To this extent, we hypothesize whether the

addition of Internet channel influences the incumbent channel member performance.

MUNIFICENCE

Firm’s environment can be elucidated in terms of the three fundamental
dimensions of dynamism, munificence, and complexity (Dess and Beard, 1984).
Munificence refers to an environment’s ability to support sustained growth of a firm
(Aldrich, 1979). Munificence is a measure of the facility for firm’s growth (Tannenbaum
and Dupuree-Bruno, 1994). In other words, munificence refers to the “richness” or
“leanness” of the environment with respect to resources available to the organization.
Low munificence, according to Aldrich (1979), promotes very competitive pricing,
competition and opportunism. On the other hand, high munificence is characterized by

relatively less competition, rivalry and more cooperation (Aldrich, 1979).

Research indicates that environmental munificence is one of the most important
aspects for explaining fim’s behaviors and outcomes (Castrogiovanni, 1991). Also, past
researchers have empirically demonstrated that munificence influences exit rate,
organizational structure, stakeholder satisfaction, firm’s performance, and decision
making (e.g.,, Goll and Rasheed, 1997; Yasai-Ardekani, 1989). Economists and
organization theorists have investigated how munificence is linked to understand the
relationship between a firm and its partners (Tannenbaum and Dupuree-Bruno, 1994,
Goll and Rasheed, 1997). A firm can deal with different levels of munificence and in
doing so its relationship with its partners may be influenced (Goll and Rasheed, 1997).
High-involvement practices, participative strategies for improving organizational
performance, are to some extent influenced by munificence (Katz and Kahn, 1978; Keats
and Hitt, 1988; Schuler and Jackson, 1987). Also, munificence is thought to provide the
leeway needed to undertake ventures that encourage co-operation and trust (Johns, 1993;

Kossek, 1987). Consistent with the notion that environmental munificence is associated

W.P. No. 2016-03-39 Page No. 7



IIMA e INDIA I
_— Research and Publications

with firm performance is the notion that firm’s perception of performance of its agents in
colored by degree of munificence.

Research indicates a key role played munificence in reducing business risk and
variability in profit and sales (Veliyath, 1996). In other words, business risk decreases
and industry performance increases with increase in the industry munificence (Veliyath,
1996). Munificence offers opportunities to enhance organizational performance through
the slack resources that could be applied towards this end. Superior performance owing to
greater munificence can hide inefficiencies by offering the opportunity to build up slack
resources (Veliyath, 1996). The level of trust between principal and the agent may be
greater in high munificent environment compared to a low munificent environment. High
environmental munificence allows firms to fully utilize the available factors and channels
in the environment for improving its competitiveness (Wan and Hoskisson, 2003) and the
channels are less strained may lead to greater trust. The higher trust may be attributed to
agent’s perception that his/her service more needed by the principal to capitalize on the
munificent environment. Low munificent environment puts greater performance demands
on the agents (Sappington, 1991) as the firms may be constrained to conserve resources
in low munificent environment. Greater performance demand may cause stress, which
has negative impact on trust (Weick, 1983). Hence, the agent’s perception of distrust
arising from perceived cannibalism due to addition of Internet channel may be mitigated

by the degree of perceived munificence in the industry.

TRUST

Trust has been identified as one of the central constructs in relationship marketing
theory (Morgan and Hunt 1994). Trust is the willingness to rely on an exchange partner
in whom one has confidence (Moorman, Zaltman, and Deshpande 1992). An important
aspect of this definition is the notion of trust as a belief, a sentiment, or an expectation
about an exchange partner that results from the partner's capability, reliability, and
intentionality. In much of the growing literature on trust the concept is intimately tied in
with vulnerability (Baier, 1986; Coleman, 1990; Deutsch, 1962; Giddens, 1990; Hardin,

1992; Lorenz, 1993). Trust involves action in which there is vulnerability or a risk of
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adverse consequences. Following Sabel (1992) trust can be defined as the confidence that
the other party to an exchange will not exploit one’s vulnerabilities. The traditional
insurance agents are very vulnerable due to proliferation of Internet channel in the
insurance industry. The Insurance industry has witnessed most startling change in recent
years with the array of new distributors that are appearing, especially in the online
insurance market (Cincom Financial Services Solutions, 2004). The insurance companies
have been encouraged to employ Internet to market insurance, making the traditional

agent vulnerable, thereby influencing trust between agent and principal.

Since agency theorists regard principals as having a more neutral attitude toward
risk than agents, the impact of munificence may be higher for the agents (Fama, 1980;
Fama and Jensen, 1983; Jensen and Meckling, 1976). For agents, higher munificence
should produce perceptions of lower risk and greater willingness to accept contingent
compensation agreements. In high munificent environment, there is greater cooperation
and trust between principals and agents (Dwyer and Oh, 1987). High levels of
cooperation associated with high munificence may lead principals to be more willing to
share dyadic revenues with agents. Since agency theory stresses the entitlement of
principals to earnings (Arrington and Francis, 1989), cooperation should foster higher
agent earnings. Agency theory contains no predictions about the effect of munificence on
the relative distribution of dyadic earnings. The collaborative perspective suggests that
when principals and agents collaborate, they are likely to be more egalitarian in their
perceptions of their roles and thus more prone to share revenues equally. This perspective
may hold in high munificence environment and promote trust between agent and
principle. In contrast, if the principal, in an effort to maximize returns in low munificence
environment, employs more diverse channels and increases the number of entrenched
channels; the environment may not provides ample opportunity for all channel members
(Barney 1996; Macneil, 1981; Sabel 1993; Parks, 1995). Such, strategic actions may
negatively influence trust. Conceivably, the influence of perceived cannibalism arising
from Internet channel on the agent’s trust may be mitigated by the environmental

munificence. Consequently,
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H1: Perceived cannibalism negatively influences agent’s trust but the relationship is

moderated by environmental munificence

RELATIONSHIP COMMITMENT

Commitment is defined as “a desire to develop a stable relationship, a willingness
to make short-term sacrifices to maintain the relationship, and a confidence in the
stability of the relationship” (Anderson and Weitz 1992, p. 19). This definition concurs
with Morgan and Hunt (1994), who define relationship commitment as the channel
member’s belief that the ongoing relationship with organization warrants maximum

efforts to maintain and endure it.

Research indicates that the agent’s perceptions of the cooperative effort of the
principal results in a greater commitment to maintain the relationship with principal
(Siguaw, Simpson, and, Baker, 1998). Extending this perspective, the agent’s
commitment will be augmented if there is consistency and compatibility in the nature of
exchange (Siguaw, Simpson and Baker, 1998). When the principal introduces a new
marketing channel, uncertainty puts additional strain on relationships (Williamson 1979,
Crocker and Masten 1996), which may influence agent’s commitment to the principal

(Moorman, Zaltman, and Deshpande, 1992).

An agent commitment is influenced by the several environmental factors (Davis,
2004). Past research indicates that agents may low control on any expected losses in an
environment characterized by low munificence (Singh, 1986). Plausibly, an agent may
explore opportunities to make up for less business due to low munificence in the
environment. Dollinger (1990) suggests that if environment is characterized by low
munificence agents may exhibit less cooperation with the principle because the agent
may be engaged in effort to stay in business. Also, Goll and Rasheed (1997) suggest that
firm’s exit rate is higher in an environment characterized by low munificence.
Furthermore, firms may be less committed to the relationship in a low munificence
environment. Extending this proposition to agent-principle relationship; environmental

munificence may moderate relationship between cannibalism and commitment.
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H2,: Perceived cannibalism negatively influences the agent’s relationship commitment

but the relationship is moderated by environmental munificence.

Research indicates that trust in the principal may augment relationship
commitment as the agent may perceive greater value in maintenance of long term
relationship (Moorman, Zaltman, and Deshpande, 1992). This notion concurs with
Morgan and Hunt (1994); suggesting that the firm’s partners shall commit themselves to
firms that emphasize trust in work relationships. In other words, relationships
characterized by trust are very highly valued by firm’s partners resulting in increased
commitment to such relationships (Hrebiniak, 1974). According to Social exchange
theory the relationship between various parties is predicated on principle of generalized
reciprocity. The principle of generalized reciprocity holds that "mistrust breeds mistrust
and as such would also serve to decrease commitment in the relationship and shift the
transaction to one of more direct short-term exchanges" (McDonald 1981, p. 834).
Therefore, we posit, that trust positively influences relationship commitment.
Corroborating our hypothesis, Moorman, Zaltman, and Deshpande (1992) and Morgan
and Hunt (1994) find that trust between channel members significantly influences the
relationship commitment. Consequently:

H2y: Trust positively influences the agent’s relationship commitment

TRUST AND COMMITMENT AS MEDIATING VARIABLES

Morgan and Hunt (1994) theorize that trust and commitment are key mediating
constructs in successful relational exchanges. On the basis of this theory, we hypothesize
that trust and commitment, are focal intermediate constructs in the latent structure models
of perceived cannibalism and various outcome measures namely relational capital, job

performance and job satisfaction (Model 1).
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MODEL 1

Munificence

PC TRUST
\ Al IN

»

.

(*PC: Perceived Cannibalization; COM: Relationship Commitment; RC: Relational

Capital; JS: Job Satisfaction; JP: Job Performance)

RELATIONAL CAPITAL

Relational outcomes are best explained by relational properties and the dynamics
of the interaction between parties (e.g., Morgan and Hunt, 1994; Seabright, Levinthal,
and Fichman, 1992). The notion of relational capital for this study is predicated on Kale,
Singh and Perlmutter’s (2000) conception of relational capital to include not only mutual
reliance but also levels of understanding and collaboration. Relational capital is
conceptualized to incorporate strong levels of understanding, reliance, relationship, and
collaboration among alliance partners (Kale et.al, 2000). Relational Capital may be
defined as the measure of generalized reciprocity between firm and its partners (Kale et
al., 2000). It is an assessment of the firm's relationships with its network of strategic

partners.

The relational capital of the firm dwells in all of the firm’s relationships.
Developing relational capital will be critical for the success of partnership (Kale et al.,

2000). The nature of these relationships depends on the channel levels of the parties
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involved, their competitive environment and the nature of the material being exchanged
(Mackenzie, 1996). Relationships at individual level in organizations are particularly
important contributory to relational capital (Kale et al. 2000). Research indicates that
trust enhances alliance performance (Zaheer, McEvily and Perrone, 1998) by increasing
understanding between the alliance partners. Extending the same perspective to agent-
principal relationship, perception of greater trust by the agent may augment relational

capital.

H3a: Agent’s trust positively influences relational capital between agent and principal
Exchange relationships include resource dependence (Pfeffer and Salancik, 1978)
and lower transaction costs (Williamson, 1979). In a principal-agent relationship, the
principal is dependent on agent to provide sales revenue and agent is dependent on
principal to provide marketable products and other support. Greater dependence between
the principal and agent will lead to increase in cooperation between them (Mankenzie,
1996). Relationship commitment fosters cooperation (Morgan and Hunt, 1994). If the
agent is committed to the principal, he/she shall exhibit stronger cooperation. Stronger
commitment also increases understanding between the parties. Strong commitment
enables one party to view the strategic actions of the other party in a more favorable
manner (Morgan and Hunt, 1994). Plausibly, when the principle introduces a new
channel (Internet channel in this case) the agent may not view it skeptically and may
exhibit more understanding of the reasons of introduction of new channel. Overall, higher
commitment may enhance degree of reliance, cooperation and understanding between the

agent and principal. Hence,

H3,: Agent’s relationship commitment positively influences relational capital between

agent and principal
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JOB SATISFACTION

Job satisfaction is an emotional and cognitive state resulting from evaluating
one’s task, activity, job, or other related experiences (Locke, 1976). Job satisfaction may
be defined as the extent to which one feels positively or negatively about the intrinsic
and/or extrinsic aspects of one’s job (Hunt, Chonko and Wood 1985). Also, it refers to
the degree to which the employee is contented and happy with the job (Boonzaier, Ficker
and Rust, 2001, p2).

According to the job characteristic model autonomy is the major source of job
satisfaction (Hackman and Oldham, 1976). Spector’s (1986) meta-analysis showed that
perceived autonomy and participation at work were related to job satisfaction and other
measures of well-being. Scholars have theorized and empirically established the linear
and direct effects organizational commitment on job satisfaction (Hunt, Chonko, and
Wood 1985; Singh 1998; Tyagi and Wotruba 1993). It has also been empirically
supported that there is a significant positive influence of organizational commitment and
employee’s level of job satisfaction (Brown and Peterson, 1993). Plausibly:

H4: Relationship commitment positively influences individual’s Job Satisfaction

JOB PERFORMANCE

Scholars have investigated the implications of employee attitudes on work
outcomes such as job performance (Angle and Perry, 1981; Becker, Billings, Eveleth, and
Gilbert, 1996; Wallace, 1995). One of the critical issues concerns the conceptualization
of job performance. In complex organizations, it is often difficult to measure individual
performance, as work outcomes are a result of multiple interdependent work processes
(Borman, 1991). Consequently, job performance has been conceptualized as an
individual’s overall performance/task proficiency or as performance on specific
dimensions, such as the quality and quantity of work (Meyer et al., 1989; Steers, 1977).
When researchers study overall performance, they often tend to use subjective self-

ratings or perceptions of individual performance (Meyer et al., 1993).
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Past researcher have explored relationship between commitment and decreased
turnover (Porter et al., 1974), higher motivation (Farrell and Rusbult, 1981), and
increased organizational citizenship behaviors (Williams and Anderson, 1991). Also,
relationship commitment is key indicator of channel member performance (Brown, Lusch
and Nicholson, 1995). According to goal theory individuals who are more committed
exhibit greater performance compared to those who are less committed (Wright, 1992).
Extending the same perspective to agent-principal relationship, agent’s commitment to
relationship with the principal may influence his/her performance. Substantiating our
hypothesis, Brown et al. (1995) and Morgan and Hunt (1994) posit that relationship
commitment augments the channel member’s performance. Hence,

H5: Relationship commitment positively influences individual’s Job performance

METHOD

The effect of the Internet on channel relations has been evident across sectors.
Particularly, visible is the presence of the Internet in the insurance industry; an industry
that represents a significant portion of household expenditures. The average American
household spends thirteen percent of its budget on insurance, which is exceeded only by
food and shelter spending (McLean 2000). Stucker (1999a) suggests that Internet
insurance sales are estimated to grow $6.3 billion by 2006, which is approximately 1.6%
of the total insurance premiums. In the online auto insurance market alone, sales grew
from $21 million in 1997 to over $850 million in 2001 (Eastman et al. 2002).

SAMPLE

A list of all insurance agents in North Texas was obtained from a private vendor. This list
was then compared with the list available in the yellow pages of the greater Dallas-Fort
Worth (DFW) area and other yellow pages of the major towns in North Texas. From the
preceding step, a contact pool consisting of 2,108 insurance agents was developed.
Thereafter, attempts were made to contact all the insurance agents over the phone with a

request for participation in the survey.
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Fifteen students were hired to administer questionnaires to insurance agents. Each student
was provided a sub-set of insurance agents from the pool to avoid duplication. The
students were paid $5 for collecting a completed questionnaire. The questionnaire was
accompanied by a letter elucidating the nature and purpose of the study, from the primary
researcher of this study. The respondents were informed that the study was conducted to
examine their feelings and perception about the addition of an Internet channel by their
primary insurance company. A total of 578 completed questionnaires were received of
which 67 were incomplete. Thus, 511 usable questionnaires were available for analysis.
The students were asked to attach the business card of the insurance agent to the
completed questionnaires. Using these business cards, we selected 100 respondents and
contacted them to confirm their actual participation in the study. Overall, the response
rate was 24.2 percent. There were 370 males and 141 female respondents. On average,
respondents had worked as insurance agents for seven years. This suggests that the
respondents have sufficient experience in the insurance industry to respond to the survey.
Respondent age ranges from 19 to 65 and 97.3% of the respondents had income above
$25,000. Participation was completely voluntary. The respondent characteristics are
reported in
ANALYSIS AND RESULTS

In order to test the hypotheses, a structural model using the purified scales was
estimated using the statistical package AMOS (Byrne 2001). The structural model was
estimated with six constructs: SPC, the interaction of SPC and environmental
munificence, effort, job satisfaction, job performance, and relational capital. The model
includes direct paths from SPC to effort, job satisfaction, job performance, and relational
capital and, also, direct paths from the interaction term (SPC*EM) to effort, job
satisfaction, job performance and relational capital were also specified. In other words,
SPC had both direct and indirect effects, as environmental munificence served as a
moderator between SPC and effort, job satisfaction, job performance, and relational

capital (see Figure 1).

For the interaction term, the procedure for analysis of interaction terms in

structural equation models recommended by Ping (1995) was employed. First, the items
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of SPC and Munificence were mean-centered. Then the mean-centered items were cross-
multiplied to create the interaction term. A model with the combined sample of 511 cases
was analyzed. The fit indices demonstrated a reasonable fit. All hypotheses were

supported.

IMPLICATIONS
The Implications for Insurance Agent

Agents may feel limited with reference to the nature of service they can extend to
the customers. Internet provides the customers easy access to the core business processes
such as quotations, policy issuance, claims etc., thereby rendering the agent to secondary
role. Insurance agent should be able to respond to requests—for instance, from brokers
for a quote—and make requests—for instance, to reinsurers for a confirmation of cover,
electronically. Insurers that don't acquire this capability risk being sidelined in favor of
competitors who can, and who will more easily link up with distributors and partners.
Although, past researchers have exhibited that Internet cannibalism may not actually
cannibalize revenues of entrenched channels (Deleersnyder et al., 2002) but the
perception of the cannibalism influences the nature of relationship between agent and
principal.

One logical assumption about the agent’s response to Internet channels is that
those agents who have made sizeable commitment to an existing business format may
respond in a more defensive manner to a radical and new channel such as Internet
(Leonard-Barton 1995). However, agents can allow consumers to use Internet as a search
option but develop a strong repertoire services that Internet can not offer such as

personalized attention and prompt response to queries.

IMPLICATION FOR INSURANCE COMPANIES
Among the broader issues, important one is consider long term perspective to
introduction of new channel. For example, a firm must design channels and incentive

systems that are not perceived as cannibalistic by the agents. One way of effectively
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introducing Internet-channel with low perception of cannibalism, is to train the

entrenched channels on how Internet can be beneficial to their operations.

Under circumstances when the change is rapid and the firms must train the
salespeople so that they are capable of transitioning between selling products using the
existing means and using the new means (in this case Internet). Since, change often
necessitates the acquisition of new skills, alteration in the salesperson’s repertoire and
adaptability to cope (Ingram and LaForge 1992; Schuler and Huber 1993). Therefore,
training the salespeople to be more adept to change can be critical to overall success of
new and entrenched channels. Hence, firms must emphasize on training of entrenched
channels to enhance their performance and productivity, which remains critical

organizational goals.

W.P. No. 2016-03-39 Page No. 18



IIMA e INDIA I
_——— Research and Publications

REFERENCES

Achrol, Ravi S. and Louis W. Stern (1988), “Environmental Determinants of Decision-
Making Uncertainty in Marketing Channels,” Journal of Marketing Research, 25
(February), 36-50.

Alba, J., Lynch, J., Weitz, B., Janiszewski, C., Lutz, R., Sawyer, A., Wood, S., (1997),
“Interactive home shopping: Consumer, retailer, and manufacturer incentives to
participate in electronic marketplaces,” Journal of Marketing, 61 (July), 38-53

Aldrich, H. E. (1979), Organizations and Environments, Englewood Cliffs, NJ: Prentice
Hall

and Barton A. Weitz (1986), “Make or Buy Decisions: Vertical
Integration and Marketing Productivity,” Sloan Management Review, 27 (Spring), 3-20.

Angle, H. L., and Perry, J. (1981), “An empirical assessment Of organizational

commitment and organizational effectiveness,” Administrative Science Quarterly, 26: 1-
13

Axelrod, R. and Cohen, M.D., (1999), Harnessing complexity: Organizational
implications of a scientific frontier, New York: Free Press

Barney, Jay B. (1996), Gaming and Sustaining Competitive Advantage, Reading, MA:
Addison Wesley

Becker, T., Billings, R., Eveleth, D., and Gilbert, N. (1996), Foci and bases of employee
commitment: Implications for job performance, Academy of Management Journal, 39:
464-482

Brown, James R., Lusch, Robert F. and Nicholson, Carolyn Y., (1995), “Power and
relationship  commitment: Their impact on marketing Channel Member
Performance,”Journal of Retailing, 71(4), 363-93

Brynjolfsson, E., Smith, M.D., (2000), “Frictionless commerce? A comparison of Internet
and conventional retailers,” Management Science 46 (4), 563-585

Bucklin, Louis (1973), “A Theory of Channel Control,” Journal of Marketing, 37
(January), 39-47.

Castrogiovanni, G. J., (1991), “Environmental munificence: A theoretical assessment,”
Academy of Management Review, 16, 542-565

Churchill, Gilbert A., Jr., Neil M. Ford, and Orville C. Walker, Jr. (1990), Sales Force
Management, 3rd ed. Homewood, IL: Richard D. Irwin.

W.P. No. 2016-03-39 Page No. 19



IIMA e INDIA I
_—— Research and Publications

Cincom Financial Services Solutions (2004), “Insurance Sales Force Efficiency
Declining,” http://www.cincom.com/financial/channel/existing/frontline/insurance/

Coughlan, A.T., Anderson, E., Stern, L.W., ElI-Ansary, A.l., (2001), Marketing channels.
New Jersey: Prentice Hall.

Crocker, K. J., S. E. Masten. 1996. Regulation and administered contracts revisited:
Lessons from transaction-cost economics for public utility regulation. J. Regulatory
Econom. 9 (1) 5-39.

Davis, J. (2004), “Effects of environmental munificence, dynamism, and complexity on
principal-agent contracts,” Proceeding presented at Academy of Management, New
Orleans, Annual Meeting, August 6-11

Deleersnyder, Barbara, Geyskens, Inge, Gielens, Katrijn, and Dekimpe, Marnik G.,
(2002), “How cannibalistic is the Internet channel? A study of the newspaper industry in
the United Kingdom and The Netherlands,” International Journal of Research in
Marketing, 19 (4), 337-49

Dekimpe, M.G., Hanssens, D.M., (1999), “Sustained spending and persistent response: A
new look at long-term marketing profitability,” Journal of Marketing Research 36
(November), 397-412

Dess, G. and Beard, D. (1984), Dimensions of organizational task environments.
Administrative Science Quarterly, 29: 52-73.

Destais C, (1999), Transaction Costs Theory, Asset Specificity and Risk Appraisal An
Analysis Based on The Example of Limited Recourse Project Finance, Paper presented at
the International Society for the New Institutional Economics, Third Annual Meetings:
Washington D.C

Dollinger, M. J. (1990), “The evolution of collective strategies in fragmented industries,”
Academy of management review, 15(2), 266-285

Dwyer, Robert F., and Sejo Oh (1987), “Output Sector Munificence Effects on the
Internal Political Economy of Marketing Channels,” Journal of Marketing Research, 24
(November), 347-58

Paul Schurr, and Sejo, Oh (1987), “Developing Buyer-Seller
Relationships, Journal of Marketing, 51 (April), 11-27.

Fama, E. F. (1980), “Agency problems and the theory of the firm,” Journal of Political
Economics, 88: 288-307

W.P. No. 2016-03-39 Page No. 20


http://www.cincom.com/financial/channel/existing/frontline/insurance/

IIMA e INDIA I
_—— Research and Publications

Fama, E. F., and Jensen, M. C., (1983), “Agency problems and residual claims,” Journal
of Law and Economics, 26: 327-349

Faraj, Samer and Wasko, Molly McLure, (2004), “The web of knowledge: An
investigation of Knowledge exchange in Networks of Practices, (Working Paper),
http://64.233.167.104/search?q=cache:CaV4IQIWbpEJ:opensource.mit.edu/papers/Faraj
wasko.pdf+faraj,+web+knowledgeandhl=en

Ferrell, O.C. and L.G. Gresham (1985), “A Contingency Framework for Understanding
Ethical Decision Making in Marketing,” Journal of Marketing, 49 (summer), 87-9

Frazier, G.L., (1999), “Organizing and managing channels of distribution,” Journal of the
Academy of Marketing Science, 27(2), 226-40

Gerstner, Eitan and James D. Hess (1995), "Pull Promotions and Channel Coordination,"
Marketing Science, 14 (1), 43-60.

Geyskens, Inge, Gielens, Katrijn, Dekimpe, Marnik G., (2002), “The Market Valuation of
Internet Channel Additions,” Journal of Marketing, 66 (2)

Ghosh, S., (1998) Making business sense of the Internet. Harvard Business Review 76
(2), 126-135

Heide, Jan B. and George John (1988), “The Role of Dependence Balancing in
Safeguarding Transaction-Specific Assets in Conventional Channels,” Journal of
Marketing, 52 (January), 20-35

Hrebiniak, L. G. (1974). “Effects of Job Level and Participation on Employee Attitudes
and Perceptions of Influence,” Academy of Management Journal, 17, 649-662

Jensen, M. C., and Meckling, W. H., (1976), “Theory of the firm: Managerial behavior,
agency costs and ownership structure,” Journal of Financial Economics, 3: 305-360

Jeuland, Abel P. and Steven M. Shugan (1983), "Managing Channel Profits," Marketing
Science, 2 (Summer), 239-72.

Kale, Prashant, Singh, Harbir and Perlmutter, H., (2000), “Learning and protection of
proprietary assets in strategic alliances: Building relational capital,” Strategic
Management Journal, 21(3), 217-237

, Dyer, Jeffrey, and Singh, Harbir, (2001), “Value Creation and Success in
Strategic Alliances: Alliancing Skills and the Role of Alliance Structure and Systems”
European Management Journal, 19(5), 463-72

Keats, B. W. and M. A. Hitt. (1988), “Linkages among environmental dimensions and
macro-organizational characteristics: A causal modeling approach,” Academy of
management Journal, 31, 570-508

W.P. No. 2016-03-39 Page No. 21


http://64.233.167.104/search?q=cache:CaV4lQlWbpEJ:opensource.mit.edu/papers/Farajwasko.pdf+faraj,+web+knowledge&hl=en
http://64.233.167.104/search?q=cache:CaV4lQlWbpEJ:opensource.mit.edu/papers/Farajwasko.pdf+faraj,+web+knowledge&hl=en

IIMA e INDIA I
_——— Research and Publications

Khandwalla Pradip N. (1977), The design of organizations, New York: Harcourt Brace
Jovanovich

Kumar, B.N. (1995), “Parmer-selection-criteria and success of technology transfer: a
model based on learning theory applied to the case of Indo-German technical
collaborations”, Management International Review, Vol. 35 No. 1, pp. 65-78

Lal, Rajiv, John D. Little, and J. Miguel Villas-Boas (1996), “A Theory of Foreward
Buying, Merchandising and Trade Deals,” Marketing Science, 15 (1), 21-37.

Leonard-Barton, D., (1995), Wellsprings of Knowledge, Harvard Business School Press,
Cambridge, MA

Levinthal, Daniel (1988), “A Survey of Agency Models of Organizations,” Journal of
Economic Behavior and Organization, 9, 153-85

Lusch, Robert F. and Brown, James R., (1982), “A Modified Model of Power in the
Marketing Channel,” Journal of Marketing Research, 19 (August), 312-23

Macneil, Ian R., (1981), “Economic Analysis of Contractual Relations: Its Shortfalls and
the Need for a 'Rich Classificatory Apparatus,” Northwestern University Law Review, 75
(February), 1018-63

Mattila, Minna, (2002), “Introducing Existing Financial Services Over New Electronic
Channels,” International Journal of Innovation Management, 6(4), 431-48

McDonald, Gerald W. (1981), “Structural Exchange and Marital Interaction,” Journal of
Marriage and the Family, 43 (4), 825-839

McDonald, Laura, (1999), “Managing Channel Conflict,” Mortgage Banking, 60(1), 88-
95

McGuire, Timothy W. and Richard Staelin (1983), "An Industry Equilibrium Analysis of
Downstream Vertical Integration,” Marketing Science, 2 (2), 161-91

Moorman, C., Zaltman, G. and Deshpande, R., (1992), “Relationships between Providers
and Users of Market Research: The Dynamics of Trust within and Between
Organizations,” Journal of Marketing Research, 29 (August), 314--328

Morgan, Robert M. and Hunt, Shelby D., (1994), “The Commitment-Trust Theory of
Relationship Marketing,” Journal of Marketing, 58 (3), 20-39

Nicholson, J. (2001). Cannibals on the Web? Don’t you believe it! Editor and Publisher
134 (18), 25.

W.P. No. 2016-03-39 Page No. 22



IIMA e INDIA I
_——— Research and Publications

Oliver, Richard L. and Barton A. Weitz (1991), “The Effects of Risk Preference,
Uncertainty, and Incentive Compensation on Salesperson Motivation,” MSI Report No.
91-104 (February).

Pfeffer, Jeffrey and Gerald R. Salancik (1978), The External Control of Organizations: A
Resource Dependence Perspective. New York: Harper.

Porter, M.E. (2001), “Strategy and Internet,” Harvard Business Review, 79(3), 62-79

Sabel, Charles E (1993), “Studied Trust: Building New Forms of Cooperation in a
Volatile Economy,” Human Relations, 46 (9), 133-70

Schroeder, M. (1990), Fractals, chaos, power laws, minutes from and infinite paradise,
New York: W.H. Freeman

Schuler, Randall S., and Victor L. Huber (1993), Personnel and Human Resource
Management, St. Paul, MN: West.

Seabright, M., Levinthal, D., and Fichman, M., (1992), “The Role of Individual
Attachments in Interorganizational Relationships,” Academy of Management Journal, 35,
122-160

Siguaw, Judy A., Simpson, Penny M., Baker, Thomas L., (1998), “Effects of Supplier
Market Effects of Supplier Market Orientation on Distributor Market Orientation and the
Channel Relationship: The Distributor’s Perspective,” Journal of Marketing, 62 (3)

Singh, J. V. (1986), “Performance, Slack, and Risk Taking in Organizational Decision
Making,” Academy of Management Journal, 29(3), 562-585.

Singh, Jagdip and Gary K. Rhoads (1991), “Boundary Role Ambiguity in Marketing
Positions: Scale Development and Validation,” Journal of Marketing Research, 28
(August), 328-38

Useem, Jerry (1999), “Internet Defense Strategy: Cannibalize Yourself,” Fortune, 140
(5), 121-29

Wallace, J. (1995), “Organizational and professional commitment in professional and
non-professional organizations,” Administrative Science Quarterly, 40: 228-255
Williamson, Oliver E. (1985), The Economic Institutions of Capitalism. New York: The
Free Press.

Wan, William P., and Hoskisson, Robert E., (2003), “Home Country Environments,
Corporate Diversification Strategies, and Firm Performance,” Academy of Management
Journal, 46 (1)

W.P. No. 2016-03-39 Page No. 23



IIMA e INDIA I
_——— Research and Publications

Ward, M.R., and Morganosky, M., (2000), Online consumer search and purchase in a
multiple channel environment. Working Paper, University of Illinois

Williamson, O.E., (1979), Transaction cost economics: The governance of contractual
relations. J. Law and Econometrics, 22, 233-263

Wright, P.M., (1992), “An Examination of the Relationships among Monetary Incentives,
Goal Level, Goal Commitment, and Performance,” Journal of Management, 18(4), 667-
693

Yasai-Ardekani, M., (1989), “Effects of environmental scarcity and munificence on the
relationship of context to organizational structure,” Academy of Management Journal,

32, 131-156

Zaheer, A., McEvily, B., and Perrone, V., (1998), “Does Trust Matter? Exploring the
Effects of Interorganizational and Interpersonal Trust on Performance,” Organization
Science, 9(2), 41-159

W.P. No. 2016-03-39 Page No. 24



