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ABSTRACT 
 

Manufacturers entering new foreign markets may opt to outsource their exporting activities to 
a specialist intermediary. In this study, evidence is provided establishing that the link 
between manufacturers’ perceptions of intermediary performance and the likelihood of their 
terminating the arrangement is U-shaped. In doing so, this study demonstrates the existence 
of the so-called “traders’ dilemma” which refers to the increased risk of termination arising 
from superior intermediary performance. Based on data collected from manufacturer-clients, 
the findings reveal that the traders’ dilemma is robust under varying conditions of exchange 
uncertainty, cultural distance and relationship age when intermediary performance is 
measured in terms of stimulating demand. 
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The Traders’ Dilemma: 
The Adverse Consequences of Superior Performance in Mediated Exchanges 

 
INTRODUCTION 

 
Manufacturers looking to enter foreign markets have the choice of exporting to those markets 
directly or indirectly using the services of a specialist export intermediary. While an 
extensive body of research has revealed much about the circumstances under which 
intermediaries will be preferred over more direct modes of exchange (e.g., Anderson and 
Coughlan 1987; Aulakh and Kotabe 1997; Bello and Williamson 1985; Klein, Frazier and 
Roth 1990), less is known about those factors which precede the termination of intermediary 
agreements. In essence, intermediaries are eliminated from the indirect export channel for one 
of three reasons. First, intermediaries run the risk of being replaced when their manufacturer-
clients are dissatisfied with their current level of performance (Petersen, Benito and Pedersen 
2000). Second, manufacturers are likely to eliminate the intermediary and go direct to the 
market when the costs of doing so decline in relation to the costs of continuing to rely on an 
external intermediary. In the literature these costs are frequently inferred from the 
accumulation of experience of selling to foreign markets. As Bello, Urban and Verhage (1991, 
p.49) note, “there is a natural tendency for manufacturers, after they gain export experience 
and confidence, to dismiss middlemen and vertically integrate their functions into export 
distribution.” Third, manufacturers may also decide to internalize intermediary functions 
when the benefits of doing so outweigh the benefits of maintaining independent channels 
(Ellis 2003b). Manufacturers may perceive, for example, that there are greater gains to be 
made by selling direct to a rapidly growing market than to access that market indirectly. To 
quote an export intermediary interviewed by Peng (1998, p.98): “We know from time to time 
that (our clients) want to bypass us, and, believe me, most of them will do once their export 
sales reach a certain level.” 
 The lack of research investigating the elimination of channel intermediaries is 
surprising given the wide recognition that mediated exchanges inevitably decay. Sharma and 
Dominguez (1992) observe that distribution channels tend to shorten as economies develop 
and markets mature. This happens because an increase in market size enables manufacturers 
to lower their per unit distributive costs at a time when greater product complexity and 
increasing competition create an incentive to increase their control over distribution. Hennart 
and Kryda (1998, p.213) state the issue from the intermediary’s point of view: “As markets 
mature and information diffuses, trading companies risk being bypassed by their customers.”  

Undoubtedly, one of the great and unstudied ironies in this process of attrition is that 
trade intermediaries may inadvertently hasten their own removal from channels simply by 
doing their job well. As Kelly and Lecraw (1985, p.37) explain, “one of the difficulties of 
trading houses is that they often develop markets and sales volumes to the extent that the 
manufacturer no longer needs the trading house for a given market.” Thus, export 
intermediaries find themselves caught on the horns of a dilemma: if they perform below the 
expectations of their manufacturer-clients, they risk being replaced, but if their performance 
exceeds expectations they may prompt client’s internalization of their intermediary functions. 
Anecdotal references to the contrary, the so-called traders’ dilemma remains an unverified 
anomaly. Consequently, the aim of this study is to investigate the relationship between client 
perceptions of intermediary performance and the likelihood of those clients terminating their 
agreements with intermediaries. A subsidiary aim is to examine those exchange conditions 
which may moderate the hypothesized link between superior intermediary performance and 
termination propensity. 
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Traders are defined narrowly here as export or international trade intermediaries (ITIs) 
linking foreign buyers and sellers. This choice acknowledges the fact that ITIs are often able 
to exploit sizeable information asymmetries separating buyers and sellers, particularly in 
exchange settings characterized by large cultural or economic divides. These asymmetries 
protect the ITI from elimination by their clients, but only up to a point. When an ITI enjoys a 
measure of success in selling into (or procuring from) a foreign market, an incentive is 
created for the ITI-client to forward (or backward) integrate thus eliminating the ITI from the 
channel (Ellis 2003b). While this causal link between success and elimination probably 
affects all intermediaries, ITIs may be especially susceptible given the greater elasticity of 
uncertainty surrounding international exchange. 

This paper is presented in five parts. In the following section a brief survey of relevant 
past work is presented. This leads to the articulation of four hypotheses which frame the 
conceptual contribution of the study. Next, the method used to search for the traders’ 
dilemma is described and the hypotheses are then compared against data collected from 86 
ITI clients. The results are discussed in the final section. 
 

LITERATURE REVIEW 
 
ITIs are one of the most enduring organizational entities in the history of international 
business (Jones 1998). Varied in type, ITIs can be defined primarily by their role as traders 
linking distantly-located buyers and sellers (Ellis 2001). ITIs span cultural and economic 
boundaries acting as either commission agents (selling on behalf of another) or merchant 
resellers (taking title to the goods traded) (Casson 1998). 
 ITIs generally perform two basic distribution functions, depending on the needs of 
their clients (Bello and Williamson 1985). First, ITIs may provide a basic supply or physical 
fulfillment service for clients looking for assistance in filling their foreign orders. In this type 
of arrangement an ITI will take responsibility for arranging the technical aspects of moving 
merchandise from one country to another, by arranging shipping, documentation, insurance, 
packaging, etc. Second, ITIs may be engaged to stimulate new demand or provide a 
transaction creating service. To that end an ITI will adopt a number of promotion and market 
contact activities such as recruiting foreign distributors or attending trade shows on behalf of 
the client. These two basic services – physical fulfillment and transaction creation – will be 
relevant to different types of clients in different settings. A small, inexperienced manufacturer 
may rely heavily on an ITI in the early stages of internationalization, entrusting the 
intermediary with the transaction creating task of identifying and negotiating with new 
foreign buyers. Conversely, a larger, more experienced manufacturer may opt to use ITIs in 
its more marginal markets or for basic physical fulfillment functions, such as arranging 
shipping and insurance. A manufacturer may also use an ITI to stimulate new demand in 
some markets while simultaneously outsourcing its physical distribution needs to ITIs in 
other markets. 
 For the manufacturer looking to enter foreign markets, the choice is whether to 
conduct physical fulfillment and transaction creating activities in-house or to outsource these 
tasks to an external intermediary. Consequently, a dominant theme within the literature 
concerns the identification of those predictable sets of circumstances under which ITIs will 
be preferred over more integrated modes of exchange such as exporting to a company-owned 
subsidiary. Many of the studies in this area have framed the selection issue in terms of a 
classic contracting decision that can be resolved using transactions cost analysis (Anderson 
and Coughlan 1987; Aulakh and Kotabe 1997; Bello and Lohtia 1995; Klein, et al. 1990; 
McNaughton 1996). In essence, this research shows that integrated channels will be used for 
exchanges involving transaction-specific assets (Anderson and Coughlan 1987; Bello and 
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Lohtia 1995), whereas intermediaries are more likely to be adopted by manufacturers lacking 
international experience (Anderson and Gatignon 1986), with limited sales volumes (Klein, et 
al. 1990) or selling to distant and unpredictable markets (Anderson and Coughlan 1987; 
Aulakh and Kotabe 1997). 
 Although much is known about the factors influencing the initial selection of 
intermediaries, less understood are those circumstances which lead to the termination of 
mediated exchanges. This is perplexing given that mediated exchanges eventually decay as a 
result of increasing competition and a decline in market imperfections (Ellis 2003b). Traders 
interviewed by Perry (1992) estimated that few of their number would be in business longer 
than ten years. Of the limited literature that does exist, two themes are evident. In the first 
group are those studies investigating exchange characteristics such as commitment (Morgan 
and Hunt 1994) and relationship-specific investments (Heide and John 1988) which raise the 
costs of, and therefore prolong, relationship termination. Typical of this group is Weiss and 
Kurland’s (1997, p.621) finding that client-specific investments “tend to increase a 
manufacturer’s switching costs and thereby decrease the manufacturer’s intention to 
terminate the relationship.” In the second group are those studies directly investigating the 
link between poor intermediary performance and termination (Petersen, et al. 2000). 
Evidently the chances of finding poor performing intermediaries are quite high. Based on 
data collected from 76 US manufacturers with experience using ITIs, Haigh (1994) found that 
53 percent of respondents rated their intermediary’s performance as “below expectations”. In 
contrast, only fifteen percent rated their intermediary’s performance as “above expectations”. 
 But what exactly is known about the termination of mediated exchange agreements? 
Existing knowledge is very thin. Even though it can be accepted at an intuitive level that a 
poor-performing intermediary will be replaced, confirmatory evidence remains elusive. 
Based on data collected from 273 Danish manufacturers at two points in time, Petersen et al. 
(2000) were unable to find empirical support for their hypothesis that dissatisfaction with an 
intermediary’s performance leads to an increased chance of replacement. As for the traders’ 
dilemma – that superior performance also raises the chances of elimination – virtually no 
evidence exists outside of a few scattered anecdotes. Yet a curvilinear relationship between 
ITI performance and termination might explain the absence of a linear link in Petersen et al.’s 
(2000) study. In other words, it is plausible that some intermediaries were removed because 
they exceeded client’s expectations and, in doing so, they sent a signal that alerted the client 
to the benefits of integration. Indeed, of the 74 companies found to have made changes to 
their distribution arrangements over the five year observation period, there was an almost 
equal split between those who had switched to another intermediary and those who had 
internalized intermediary functions. Unfortunately evidence to test this curivilinear 
hypothesis was not presented in the study. 

In summary, the knowledge gaps surrounding the termination-implications of both 
inferior and superior intermediary performance are substantial and provide a rationale for this 
study. Hypotheses are developed in the following section. 
 

HYPOTHESES 
 
The traders’ dilemma describes the increased risk of elimination from distribution channels 
that is attached to extreme levels of intermediary performance. Poor performing 
intermediaries risk being replaced by other intermediaries, while high performing 
intermediaries may be eliminated by upstream suppliers or downstream buyers keen to reap 
the benefits of more direct exchange modes (Ellis 2003b). Implicit in this argument is the 
existence of some baseline of client-expectations against which intermediary performance 
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may be assessed. This baseline is not fixed but changes over time as the client becomes better 
acquainted with the demands and opportunities of selling abroad. 
 In the literature examining firm internationalization, this learning process is conceived 
of as being incremental, resulting in a foreign expansion pattern that is gradual and sequential 
(Johanson and Vahlne 1977). Seen from this perspective, it is the acquisition of experiential 
knowledge which lowers the cost of internationalization leading to increasing levels of 
market commitment (Johanson and Wiedersheim-Paul 1975). Where does this experiential 
knowledge initially come from? Significantly, in Johanson and Wiedersheim-Paul’s (1975) 
case studies, a critical stage in the expansion of four Swedish firms was found to be an early 
reliance on independent representatives or agents. These external intermediaries provided the 
firms with “a channel to the market through which it gets fairly regular information about 
sales influencing factors” (p.307). In many of the market entries studied, these agents were 
subsequently replaced by a company-owned sales subsidiary. It is not difficult to imagine that 
some agents even hastened the speed of their client’s expansion (and their own termination) 
by developing their assigned markets at a speed or to a level that exceeded their client’s 
expectations. 
 From the perspective of manufacturer-clients, export intermediaries may be seen as 
little more than an initial stepping stone to foreign markets or an indispensable conduit for the 
acquisition of foreign market intelligence. But irrespective of the intermediary’s value at 
particular points in time, intermediary agreements are usually terminated by the client 
(Petersen, et al. 2000). A dissatisfied client may replace a poor-performing intermediary with 
another intermediary (suggesting a negative correlation between performance and termination 
propensity), whereas the client of a high-performing intermediary might decide to adopt a 
more direct mode of exchange (indicating a positive correlation between performance and 
termination propensity). From the perspective of the intermediary, the critical factor is not 
whether they are replaced by intermediaries or clients, but the lost business opportunity itself. 
Thus, the outcome of interest is the likelihood of their removal from the channel. Despite 
conjectures in the literature supporting a link between termination propensity and both poor 
performance (Petersen, et al.  2000) and good performance (Ellis 2003b; Kelly and Lecraw 
1985), to date no study has attempted to measure the U-shaped relationship linking 
intermediary performance and termination. Hence: 
 

H1: The relationship between ITI performance and termination propensity will be U-
shaped curvilinear with termination propensity decreasing up to a certain point, 
beyond which higher levels of ITI performance will lead to an increasing propensity 
to terminate. 

 
If the traders’ dilemma exists, then the threat of elimination is an unwanted but predictable 
consequence of providing a high level of service to clients. But under what circumstances is 
this threat amplified or reduced? Working from the premise that a critical factor influencing 
the duration of mediated exchanges is client-learning, a number of candidate moderators can 
be identified by drawing on the work of scholars investigating intermediary selection factors. 
For example, there is considerable evidence to show that firms are more likely to rely on 
intermediaries in exchange environments characterized by high “country risk” (Aulakh and 
Kotabe 1997), “environmental diversity” (Bello and Lohtia 1995) or “volatility” 
(McNaughton 1996) – all of which may be considered sources of uncertainty. In volatile or 
uncertain exchange settings, market intelligence is less reliable and client learning is inhibited. 
This suggests that for as long as a certain degree of exchange uncertainty persists, the 
intermediary will be protected against the threat of termination.  
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Relatedly, the cultural distance separating the exchange parties may also serve to 
shield the ITI from termination. As with uncertainty, cultural distance is thought to be 
correlated with the costs of operating in foreign environments suggesting that firms will 
initially gravitate towards those markets that are most like home (Benito and Gripsrud 1992; 
Johanson and Wiedersheim-Paul 1975). The implication here is that clients that are already 
inclined to eliminate their intermediaries will be quicker to do so when those intermediaries 
serve markets that are known and close. In Anderson and Coughlan’s (1987) study, American 
manufacturers were found to be more likely to delegate distribution to local firms in the 
culturally distant markets of Asia in comparison with their arrangements in Western Europe. 
Where markets are foreign and unfamiliar, the firm will be slower to integrate intermediary 
functions.  
 Working against these environmental buffers, however, is the incremental learning 
taking place at either end of the mediated channel. In the Johanson and Wiedersheim-Paul 
(1975) view of internationalization, firms acquire foreign market knowledge partly via their 
relationships with intermediaries. From this it follows that the accumulation of market 
experience will be correlated with the age of the intermediary-relationship. In their study, 
Petersen et al. (2000) found evidence of a link between the age of a relationship and 
intermediary replacement. The implication is that the information asymmetries separating 
buyers from sellers (or hiding opportunistic agents from their principals) erode over time 
raising the likelihood of termination. Yet Petersen et al. also hypothesized that long-lasting 
relationships may enjoy higher levels of trust leading to a lock-in effect and a lower risk of 
termination. These conflicting claims suggest that relationship age affects termination 
propensity indirectly, via other variables. If the duration of a client-ITI partnership is 
correlated with the accumulation of experiential knowledge (enabling clients to make better-
informed assessments of intermediary performance), then relationship age will exert a 
moderating influence by strengthening an underlying resolve to terminate. 
 Presumably, the impact of these moderators will differ depending on whether the ITI 
has been contracted to stimulate new foreign orders (i.e., provide a transaction creating 
service) or to assist in filling existing orders (i.e., provide a physical fulfillment service). The 
critical difference between these two functions is that in the physical fulfillment case, the 
foreign buyer is probably known to the manufacturer, but in transaction-creating 
arrangements, where the ITI has specifically been contracted to search for new customers, the 
only link between the buyer and seller will be through the intermediary. This leads to a 
number of relevant implications for termination. First, a manufacturer that subcontracts its 
physical fulfillment needs to an external intermediary demonstrates an a priori preference for 
indirect exporting even when it has the option of selling direct to foreign customers. This 
suggests that any increase in the incentive to opt for the more direct route (e.g., resulting from 
unexpectedly good intermediary performance) will be weighed against the already known 
costs of taking this option (e.g., resulting from overcoming the barriers to trade created by 
uncertainty or cultural distance). If these costs are low, there is a greater likelihood that the 
manufacturer will respond to the intermediary’s success by selling direct to the market. The 
critical factor in weighing this decision, of course, is the validity of client’s assessment of the 
intermediary’s performance. This assessment will be made with greater confidence when 
there is a history of past experience against which current performance levels may be 
compared. This implies that clients’ propensity to terminate high-performing intermediaries 
strengthens over time. 
 In the alternative situation where the intermediary has been contracted to stimulate 
new foreign orders, the only evident barrier to direct exporting is the manufacturer’s lack of 
contact with foreign buyers. Consequently, the success of the intermediary in the foreign 
market will create an economic incentive to sell direct that is unencumbered by factors such 
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as uncertainty, distance, or the age of the relationship. These conjectures can be expressed in 
hypothesis form, as follows. 
 

H2: For high-performing intermediaries, exchange uncertainty will affect the link 
between termination propensity and performance in the following ways: 

(a) performance of physical fulfillment services – weaken  
(b) performance of transaction creating services – no effect 

 
H3: For high-performing intermediaries, cultural distance will affect the link between 
termination propensity and performance in the following ways: 

(a) performance of physical fulfillment services – weaken  
(b) performance of transaction creating services – no effect 

 
H4: For high-performing intermediaries, the age of the relationship will affect the link 
between termination propensity and performance in the following ways: 

(a) performance of physical fulfillment services – strengthen 
(b) performance of transaction creating services – no effect 

 
METHOD 

 
The population of this study was defined as manufacturer-clients of ITIs based in the city of 
Xi’an in central China. China’s rapidly growing economy constitutes a research setting which 
offers a number of advantages for a study of this nature. In brief, China’s idiosyncratic 
trajectory of reform has been characterized by a liberalization of economic policies pertaining 
to foreign investors on the one hand, while retaining a relatively illiberal trade regime for 
domestic companies on the other (Lardy 2002). This dualistic approach has had two 
significant consequences. First, China has been extraordinarily successful in attracting 
foreign investment. Between 1978 and 1995 China received US$128b in foreign direct 
investment, equivalent to 40 percent of all the inflows to developing countries (Broadman 
and Sun 1997). Second, and owing to the trade barriers insulating domestic firms from 
international competition, foreign-funded firms have been the predominant force behind 
China’s rapidly expanding external trade. (In 1978, on the eve of reform, China’s external 
trade was worth around US$20b making it the world’s 32nd largest exporting nation (Lardy 
1992). By 2003 China’s exports had grown to US$438b propelling the nation into fourth 
place, marginally behind Japan (WTO Annual Report 2005).) 
 It is only in recent years that large numbers of domestic Chinese companies have been 
awarded the right to export directly to foreign markets. According to Lardy’s (2002) research, 
in 2001 there were 35,000 domestic firms with the legal right to trade, equivalent to one-fifth 
of the number of foreign-funded enterprises enjoying the same rights. Fully one-third of these 
domestic companies could be considered as ITIs (i.e., foreign trade companies and private 
trading companies) signaling the vital role played by such firms in establishing exchange 
links between Chinese manufacturers and foreign markets. 

ITIs are well known for their role in boosting the productivity of indigenous 
manufacturers in developing economies (Ellis 2003a), yet China has something of an 
institutional legacy of relying on ITIs. Prior to market reform, twelve state-run foreign trade 
corporations or FTCs handled all of China’s external trade. These FTCs had a monopoly on 
the trade of certain products and operated according to targets set by the central government. 
Following the gradual liberalization of external trade in the 1980s, these mammoth firms 
increasingly found themselves losing business to their own provincial subsidiaries and a 
growing number of “manufacturers” based within the newly-formed Special Economic Zones 

 7



that were, in actuality, pure trading companies. Decentralization of the foreign trade system 
in 1985 resulted in a proliferation of new ITIs operating both at the provincial, township and 
corporate levels. After a period of rationalization in 1988, where about 1,400 FTCs were shut 
down by the authorities, there were some 3,600 FTCs left operating in China (MacBean 
1996). In 1999 another round of reform took place further relaxing the restrictions placed on 
the private operation of ITIs. As a result of this last round of reform there are now around ten 
thousand ITIs in China providing both physical fulfillment and transaction creating services 
to Chinese manufacturers.  
 
Sample & Data Collection 
It is virtually impossible to identify in advance manufacturing clients of ITIs, particularly in 
the context of a developing economy such as China. One solution is to indiscriminately 
survey exporters on the basis that such firms are likely to be both “present and potential users 
of export intermediaries” (Castaldi, De Noble and Kantor 1992, p.28). An alternative 
approach is to interview a large number of manufacturers in the hope that some will turn out 
to be ITI-clients. This “dragnet” approach is feasible when it can be dovetailed onto an 
existing large-scale survey. In this case, the managers of 400 Chinese firms participating in a 
study investigating the origins of marketing technology were asked to indicate the proportion 
of their sales sold indirectly to foreign markets via local export intermediaries. This led to the 
identification of 86 ITI-clients. These managers were then asked a separate set of questions 
pertaining specifically to the aims of the current study. 
 Government controls restricting foreigners’ access to mainland Chinese companies 
necessitated the recruitment of a skilled team of indigenous interviewers. This team was 
personally trained by the author during a three day visit to Xi’an and subsequently supervised 
in the field by a Mandarin-speaking colleague based at the Xi’an Jiaotong University. 
Although the outsourcing of data collection is not without risks, one advantage of using 
locals in China research is that they are better at navigating local controls and customs (Roy, 
Walters and Luk 2001). Nevertheless, care was taken to ensure that the interviewers were 
both cognizant of the study’s aims and alerted to the dangers of introducing researcher bias. 

During the author’s training visit, six pre-test interviews were conducted with local 
manufacturers to resolve any difficulties with the questionnaire. These pre-tests led to only 
minor changes in the instrument. Interviews took between 30 and 60 minutes to conduct and 
any uncompleted interviews were followed up with a repeat visit or phone call. Completed 
interview transcripts were subsequently checked by an independent Chinese research 
assistant not affiliated with the interviewing team in China. Following the practice of Lau, 
Tse and Zhou (2002), this researcher also made random phone-calls to about 50 percent of 
the interviewees to monitor the quality and veracity of the data collection exercise. 
 
Measurement 
During the interviews, managers were asked to provide information regarding their 
experiences using Chinese export intermediaries. If a manufacturer was using more than one 
ITI at the time of the interview, information was sought pertaining to the intermediary 
accounting for the largest proportion of sales.  

Client perceptions of intermediary performance will be shaped by the fit between the 
service required and that provided. Accordingly, a comprehensive measure of intermediary 
performance was devised whereby respondents could rate the importance of eighteen 
different export-related services and then indicate the extent of their satisfaction with their 
intermediary’s performance on each dimension. A final performance score was then 
calculated based on the mean individual products of the importance and satisfaction-rating for 
each individual service. This approach meant that a given ITI service had no meaning except 
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in relation to the unique needs of the client. For example, an ITI providing a very basic export 
service would be rated as a high performer if the client only required a basic service and was 
satisfied with the effort made. The eighteen items measuring intermediary performance came 
from Bello & Williamson’s (1985) study and can be classified as follows: physical 
fulfillment services (eight items); transaction creating services (ten items). The full list of 
intermediary services along with scale properties is provided in the Appendix. Although 
Bello and Williamson (1985) originally collected data from intermediaries and not 
manufacturer-clients, Castaldi, et al. (1992) have since validated the same instrument against 
data collected from Canadian clients of ITIs. 

The cultural distance separating China from the foreign market serviced by the 
intermediary was measured using the Kogut-Singh (1988) index with data drawn from 
Hofstede (2001). Distance scores for each foreign market were calculated by combining the 
deviation between the foreign market and China over each of four cultural dimensions after 
factoring in the variance observed on each dimension.  

Exchange uncertainty was assessed by asking respondents to gauge the predictability 
of three foreign market characteristics (sales, customer actions, trends/prices). This measure 
was inspired in part by Ganesan’s (1994) operationalization of environmental volatility. 
Responses ranged from one (very unpredictable) to five (very predictable). The resulting 
scale showed an acceptable level of internal consistency with a Cronbach alpha of 0.77. 

Following Petersen et al. (2000), relationship age was defined as the number of years 
the respondent had been conducting business with the ITI. Termination propensity was 
adapted from a similar item used by Morgan and Hunt (1994) and was measured by asking 
respondents to indicate the extent of their agreement with the following statement: “It is 
likely that we will terminate our business relationship with this intermediary in the next few 
years.” Anchor points for this item ranged from one (strongly disagree) to seven (strongly 
agree). 

Finally, two additional factors thought to influence the decision to terminate 
intermediary agreements were included as control variables. Firm size, defined as the natural 
logarithm of the total number of employees, was used to control for the potential change-
dampening effects of structural inertia (Weiss and Kurland, 1997). Firms’ degree of foreign 
exposure, defined as the proportion of foreign customers served via either direct or indirect 
channels, was also included to control for the heightened learning that arises when 
manufacturers in developing economies are linked with foreign markets (Ellis 2005). 
 
The Sample Described 
Some basic descriptive characteristics of the respondents and their firms are in order. As a 
group, respondents in this study were highly educated with more than 96 percent having 
completed a University education. This proportion is in keeping with Xi’an’s reputation as a 
city of universities hosting, as it does, more than 40 tertiary institutions. Surveyed firms 
tended to be large employing an average of 954 workers in Shaanxi Province and a further 
153 in other parts of China. In terms of their trade, indirect exporting accounted for an 
average of 24 percent of firm’s total sales while direct exporting accounted for just under 
eight percent. Sales to customers in Shaanxi Province (eighteen percent) and other parts of 
China (50 percent) made up the balance. These data clearly reveal the importance of ITIs in 
providing a link between the surveyed manufacturers and their foreign markets. 

Respondents provided some basic descriptive details pertaining to their intermediaries. 
One-third of the intermediaries used were situated in the city of Xi’an with the remainder 
based in other parts of China. On average, respondents had been trading with their 
intermediaries for six and a half years. When asked to identify the foreign markets served by 
their intermediaries, a range of 30 different countries was reported including markets as 
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diverse as Thailand and Tanzania. Japan and the USA were the most popular foreign markets 
with each being mentioned in a dozen interviews. 
 

RESULTS 
 

To test the hypothesis that there is a U-shaped relationship between ITI performance and 
termination propensity, two regression equations assessing linear versus curvilinear effects 
were estimated using a two-step hierarchical regression procedure. The two equations are as 
follows:  
 

y = a + b1x + e, 
 

y = a + b1x + b2x2 + e, 
 

where y denotes termination propensity, x refers to intermediary performance, and x2 is the 
squared term of intermediary performance. A curvilinear effect is supported if the R2 
associated with the curvilinear model (the second equation) is significantly higher than the 
linear model (the first equation) and if the coefficient of the squared term for intermediary 
performance (b2) is positive and significant.  

Table 1 reports the descriptive statistics of, and correlations between, the variables 
used in this study. This table reveals that neither measure of ITI performance is correlated 
with termination propensity indicating the absence of a simple linear relationship. Table 2 
presents the results for the linear and curvilinear models for both performance dimensions 
(physical fulfillment and transaction creating). As can be seen, there is no significant 
relationship between ITI performance and termination propensity in the linear model for 
either measure of performance. In addition, neither linear model is statistically significant and 
the total variance explained is virtually negligible after adjusting for the number of predictors 
in each model. 

 
INSERT TABLES 1 & 2 HERE 

 
A different picture emerges from examining the results of the two curvilinear models. Both 
models account for between six and ten percent of the variance in termination propensity 
indicating that the explanatory power of each increases significantly when the squared terms 
for intermediary performance are added. In the case of physical fulfillment services, the 
adjusted R2 increases from 0.02 to 0.10 (F=8.346; p<0.01). For transaction creating services, 
the adjusted R2 rises from 0.03 to 0.06 (F=3.500; p<0.10). Further examination reveals that 
the regression coefficients for the two squared term are both significant, although slightly 
relaxed standards – perhaps warranted by the small sample size – are necessary in the case of 
the transaction creating group. Notably, the signs for the intermediary performance 
coefficients become negative in both curvilinear models whereas the signs of the squared 
performance terms are positive, indicating a U-shaped relationship, as predicted by H1. For 
low levels of intermediary performance, termination propensity declines with gains in 
performance. However, after a threshold point, further increases in performance raise the 
likelihood of termination. The threshold points for both measures can be calculated by 
inserting the regression coefficients of the curvilinear models into the equation -b1/(2b2). For 
physical fulfillment services, the turning point is reached at a performance rating of 10.77. 
For transacting creating services, the threshold point is 9.85. Both threshold points lie within 
one standard deviation below the two performance means observed in the sample and thus 
fall well within the boundaries of the firms studied. Given the measurement tool used to 
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assess intermediary performance in this study, these scores approximately correspond to 
ratings that fall slightly to the right of mid-point of both the importance and satisfaction 
scales. The implication is that the traders’ dilemma is not limited to exceptional 
intermediaries, but affects even those ITIs providing even a moderate level of service. 

To illustrate the differences facing high- and low-performing intermediaries, the 
correlations between termination propensity and performance were examined separately for 
each group. If H1 holds, substandard intermediaries improve their chances of survival by 
improving their performance (i.e., a negative correlation with termination propensity). High 
performing intermediaries, on the other hand, do themselves no favors by making spectacular 
gains for their clients (i.e., a positive correlation with termination propensity). The results of 
this test are presented in Table 3, which reports separate correlations for the bottom and top 
thirds of the sample on both performance dimensions.1 As hypothesized, the correlation 
between performance and termination propensity is negative for both low performing groups 
(though not significant on the transaction creating dimension), and positive for the high 
groups. Comparing the correlations using Fisher’s z-test reveals that the differences between 
the low and high performing groups are statistically significant for both performance 
dimensions.  
 

INSERT TABLE 3 HERE 
 
That an intermediary might be replaced on account of poor performance is hardly surprising. 
The real dilemma for the trader is that their efforts to boost performance may variously 
prolong or hasten their elimination from the mediated channel, depending on the client’s 
perceptions of existing intermediary performance. But under what predictable set of 
circumstances is the risk of removal most likely? Hypotheses 2 – 4 posit that three exchange 
characteristics will moderate the link between performance and termination: the exchange 
uncertainty and cultural distance separating the client from the foreign buyer, and the age of 
the relationship between the client and the intermediary. These hypotheses were initially 
tested by searching for significant interaction terms using moderated regression analysis. 
 Prior to conducting moderated regression analysis, the correlations between the 
independent, dependent, and candidate moderators for the high performing ITIs were 
examined following Sharma, Durand and Gur-Arie (1981). Table 4 reveals that none of the 
three moderator candidates is correlated with either termination propensity (the dependent 
variable) or the two definitions of intermediary performance (the independent variables) 
among those firms identified as being high-performers.  
 

INSERT TABLE 4 HERE 
 
To test H2 – H4 a series of moderated regression equations were estimated combining the two 
performance measures and three moderators, as follows: 
 

y = a + b1x + b2z + e, 
 

y = a + b1x + b2z + b3xz + e, 
 
where y denotes termination propensity, x refers to intermediary performance, z is the 
relevant moderator, and xz is the multiplicative interaction term. These equations were run to 

                                                 
1 These arbitrary cut-off points return high (low) performance group means that are approximately one 
standard deviation above (below) the overall mean on each dimension. 
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assess the incremental effect, if any, of the moderators on the original, unmoderated 
equations (Sharma, Durand and Gur-Arie 1981). Prior to running the regression, all predictor 
variables were converted to standardized z scores to facilitate interpretation of the coefficients 
(Miles and Shevlin 2001). The coefficients to be interpreted are thus the unstandardized 
coefficients derived from the manually standardized predictors (Preacher, 2003). 

Altogether, twelve separate regressions were run (two performance measures x three 
continuous moderators x two equations). An examination of the change in R2 between the 
various main effects models and their counterparts incorporating the relevant interaction term 
revealed only one significant difference. Exchange uncertainty was found to moderate the 
link between the performance of physical fulfillment services and termination propensity as 
indicated by a significant interaction term (Table 5). (As no significant interaction terms were 
found for cultural distance and age, these results have been omitted from the Table.) 
Specifically, the coefficient for performance weakens when the interaction term is included, 
as predicted by H2a. However, the interaction term is not significant for transaction creating 
services indicating that exchange uncertainty is not a pure moderator of the link between an 
ITI’s performance of these services and termination propensity (supporting H2b). 
 

INSERT TABLE 5 HERE 
 

Subgroup analysis was then used to illustrate the moderating role of exchange uncertainty 
and to assess whether the other proposed moderators act as homologizers. A homologizer 
variable influences the strength of a relationship between a predictor and a criterion but 
without interacting with the predictor. Homologizing effects are found by partitioning the 
sample into subgroups on the basis of the hypothesized moderator and then testing for the 
significance of differences in the predictive validity across the subgroups (Sharma, Durand 
and Gur-Arie 1981). In this case the sample was split into high and low subgroups based on a 
median split of each potential moderator. Correlations for ITI-performance and termination 
propensity were then calculated for each subgroup and differences in the resulting rs were 
evaluated using Fisher’s z-test. Table 6 displays the results of the homologizer tests for each 
of the three moderators. Slightly relaxed standards of significance (to p < .10) were deemed 
necessary given the low statistical power of comparisons involving small groups (Sawyer and 
Ball 1981). 
 

INSERT TABLE 6 HERE 
 
As noted, exchange uncertainty has a significant dampening effect on the relationship 
between termination propensity and an intermediary’s performance of physical fulfillment 
services. The findings presented in Table 6 reveal that in exchange settings of low uncertainty, 
high performing intermediaries run a statistically significant risk of being eliminated as a 
result of improving their performance (r = .55). This link disappears in settings of high 
uncertainty. In contrast, exchange uncertainty has no effect at all on the correlation between 
termination propensity and an intermediary’s performance of transaction creating services. 
Indeed, none of the three moderators had any significant effect in the context of transaction 
creating services indicating that the positive link between an intermediary’s performance of 
these services and termination propensity (r = .33) is robust across settings, as predicted by 
H2b, H3b and H4b. 

The link between performance of physical fulfillment services and termination 
propensity was also found to be affected by cultural distance and the age of the relationship. 
The strength of the correlation between intermediary performance and termination propensity 
increases in situations where the client is separated from foreign markets by minimal cultural 
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distance (r = .56). As with exchange uncertainty, cultural distance protects the high 
performing intermediary from the traders’ dilemma, supporting H3a. Additionally, the age of 
a relationship was found to strengthen the underlying dilemma, supporting H4a. Longevity 
affords no benefits to the intermediary but raises the link between intermediary performance 
and termination propensity to its highest level (r = .60).  

 
DISCUSSION 

 
The findings of this study reveal that the relationship between client perceptions of 
intermediary performance and termination propensity is U-shaped curvilinear for both 
physical fulfillment and transaction creating services. In contrast with Petersen et al.’s (2000) 
study, evidence was found here of a positive correlation between client dissatisfaction and 
termination, but this link only holds for poor-performing intermediaries. From an agency 
theory perspective, the ex-post realization that one has chosen an ITI who has failed to 
deliver the expected level of service represents a classic problem of adverse selection 
(Eisenhardt 1989). In the language of transaction costs analysis, the manufacturer-client is 
confronted with the opportunity costs arising from having made, what is now known to be, an 
inferior governance decision along with the productivity losses inherent in making the 
necessary adjustments (Rindfleish and Heide 1997). In view of these adjustment costs, it is 
not surprising to learn that improvements in intermediary performance will lower the 
likelihood that these adjustments (e.g., replacing the ITI) will take place. 
 However, the alternative situation, where intermediaries are terminated on account of 
their superior performance, is a novel finding that is not readily reducible to transactions cost 
analysis.2 At best, the correlation between superior ITI performance and termination 
propensity can be understood in terms of the vaguely-defined opportunity costs that arise, not 
from discovering that the intermediary is a bad choice, but from the realization that the 
existing mode of exchange (indirect exports) may be inferior to alternatives (direct exports). 
Holding switching costs constant, any increase in the opportunity costs associated with 
maintaining the current arrangement will motivate the manufacturer to consider going direct 
to the market. 
 The empirical verification of the traders’ dilemma in this study supports Johanson and 
Wiedersheim-Paul’s 1975) early notion that ITIs play an instrumental role in familiarizing 
their clients with the needs and opportunities of foreign markets. In the normal course of 
carrying out their intermediary function, ITIs exchange information between the 
manufacturer and the foreign market leading to a concomitant drop in the knowledge barriers 
separating one from the other. It is as a result of this knowledge transfer that Bello et al. 
(1991) can speak of the “natural tendency” for manufacturers to forward-integrate over time. 
The findings of this study reveal that this “natural” conclusion to intermediary agreements 
may come sooner than normal as a result of the intermediary’s superior performance. By 
exceeding their client’s expectations ITIs alternately accelerate client’s learning (reducing the 
costs of integration) and alert clients to the potential benefits of going direct. This is not to 
suggest that manufacturer-clients should eliminate their hard-working intermediaries. Other 
exogenous factors, such as company resources and the actual growth rate of the foreign 

                                                 
2 Indeed, having adopted the discrete transaction as its unit of analysis, it could be argued that 
transaction costs economics is wholly unconcerned with the dissolution of relationships. In their 
attempt to extend the boundaries of theory into these relational-types of exchanges, Dwyer, Schurr 
and Oh (1987, p.20) surveyed the field and noted that “little is known about disengagement.” Despite 
their own contribution, a subsequent review of the literature ten years later made no mention of 
termination (Rindfleisch and Heide 1997). 
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market, need to be taken into account. The evidence presented here merely shows that 
exceptional ITI performance creates an incentive to terminate. 
 Additionally, the traders’ dilemma was found to be robust under varying conditions of 
exchange uncertainty, cultural distance and relationship age for the performance of 
transaction creating services. But for intermediaries engaged in the provision of basic 
physical fulfillment services, the adverse consequences of superior performance will be 
minimized to the extent to which they mediate exchanges in settings characterized by high 
uncertainty and cultural distance. Evidently uncertainty and distance mitigate the learning 
effects of superior intermediary performance.  

These findings have broader import for research into firm internationalization. Insofar 
as external intermediaries are commonly used in the early stages of foreign expansion 
(Johanson and Wiedersheim-Paul 1975), the integration of high-performing intermediaries is 
more likely to take place in markets that are culturally closer to home. This conclusion stands 
in contrast to Benito and Gripsrud’s (1992) finding that there is no link between cultural 
distance and the sequence of foreign direct investments. But this is arguably a case of 
comparing apples with oranges. Foreign direct investment decisions involve substantial 
commitments of company resources. With such high stakes involved the marginally 
increasing costs associated with overcoming cultural distance cannot be expected to tip the 
balance in favour of one investment location over another. On the other hand, the decision to 
integrate intermediary functions within markets that are already being served is of a much 
lower order of magnitude in terms of attendant risk. Consequently some studies have found a 
role for cultural or psychic or even geographic distance when seeking to explain export 
patterns (see Dow (2000) for a review). 

Interestingly, cultural distance may yet prove to have an indirect effect on investment 
patterns given the natural proclivity of some companies to invest in countries to which they 
have previously been exporting. Certainly this was true of the Swedish multinationals studied 
by Johanson and Wiedersheim-Paul (1975). In many cases the use of independent 
representatives in neighbouring markets led to the setting up of sales offices and then 
manufacturing plants. 

Finally, relationship age was found to be unrelated to termination propensity. At first 
blush this seems at odds with the axiom that mediated exchanges inevitably decay. But it is 
implausible to expect a direct relationship between these variables: clients don’t end 
relationships just because they’ve grown old and stale. Age effects are numerous and 
conflicting. As noted by others, the longer a relationship the more time a client has to learn of 
the shortcomings of an intermediary and the more time the intermediary has to foster trust or 
otherwise raise the costs of switching (Petersen, et al. 2000). In this study age was considered 
a proxy for client experience with the expectation that experience boosts the confidence with 
which clients make their termination decisions. This approach seems to have borne fruit as 
evidenced by the finding that the age of the relationship exerts a homologizing role by 
amplifying the relationship between performance and elimination for the high-performing 
intermediary.  
 

CONCLUSIONS 
 

Limitations & Future Directions 
By providing evidence establishing the existence of the traders’ dilemma, this study 
represents a tentative first step towards a broader explanation of the process of relationship 
termination. Directions for further research in this area are indicated by the limitations of the 
current study. Specifically, there is considerable scope for improving the causal model by 
including additional variables at both the organizational and environmental levels. For 
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example, in this study manufacturer experience was proxied by the age of the relationship 
with the ITI. Better measures would tap into this construct directly, perhaps by measuring the 
sum total of many potential sources of experience or learning (e.g., the manufacturer’s own 
export growth and export intensity, etc.). As client-learning is likely to be market-specific, 
these experience measures could be grounded in the context of particular channel links where 
the traders’ dilemma is being investigated. Exchange uncertainty could similarly be 
unpackaged with indicators tapping into various sources of unpredictability (e.g., political 
risk, financial risk, etc.).  

In terms of the dependent variable, a better measure of termination propensity than the 
one used here, is provided by Weiss and Kurland (1997). These authors combined four items 
pertaining to intermediary-switching with six items assessing the chances of forward 
integration into a single formative scale assessing the overall likelihood of relationship 
termination. An even better approach would be to record clients’ perceptions of ITI 
performance before returning one or two years later to search for actual instances of 
relationship termination. Data of this kind, collected at different points in time, would provide 
greater confidence in establishing causal links than studies based on intentions (e.g., Morgan 
and Hunt 1994; Weiss and Kurland 1997). The difficulty with this approach, however, is that 
termination data are hard to come by. In Petersen et al.’s (2000) study, only ten percent of a 
sample of firms surveyed in 1992 were subsequently found to have switched operation modes 
when re-contacted five years later. 
 Follow-up studies conducted in other institutional settings would also shed light on 
whether the traders’ dilemma is a universal phenomenon. In contrast with their counterparts 
in industrialized societies, the channel choices of manufacturers in central China are 
significantly constrained by geography and culture. Where manufacturers have greater 
opportunities to switch between exchange modes, their expectations of intermediaries will be 
higher, and their responses to extreme levels of ITI performance will be swifter. This 
suggests that the traders’ dilemma may be more acute in Western markets. On the other hand, 
given that information flows more freely in mature markets and that manufacturers in such 
markets will be better informed to begin with, the role of the ITI as a conduit for knowledge 
about foreign market opportunities will be diminished, perhaps lessening the potency of the 
traders’ dilemma. Further research is needed to address these issues. 
  
Summary 
The survival of intermediaries within cross-border channels of distribution is inherently 
impermanent. As firms internationalize their operations, the role of export intermediaries 
changes in tandem with the accumulation of market experience. Although the duration of 
mediated exchanges will be influenced by a variety of organizational (e.g., manufacturer 
experience), relational (e.g., client-specific assets) and environmental characteristics (e.g., 
exchange uncertainty), the central conclusion of this study is that improvements in 
intermediary performance can lead to unintended consequences for the intermediary. Ignorant 
of their clients’ assessments of current performance levels, ITIs may inadvertently raise the 
risk of their removal from the channel simply by performing well. 
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Table 1: Descriptive Statistics and Correlations 
 
           

 Items Mean (S.D.) 1 2 3 4 5 6 7 8 
           

1. Perf: Physical fulfillment 8 12.83 (4.36) 1.00        
2. Perf: Transaction creating 10 13.03 (4.47) .736 1.00       
3. Firm size (log) 1 5.73 (1.67) .082 .255 1.00      
4. Foreign exposure 2 0.32 (0.28) -.281 -.272 -.075 1.00     
5. Exchange uncertainty 3 3.33 (0.74) .253 .326 .026 .005 1.00    
6. Cultural distance 1 2.07 (1.05) -.064 -.063 -.071 .306 -.105 1.00   
7. Relationship age (years) 1 6.48 (4.98) -.055 -.107 .403 -.008 -.030 -.188 1.00  
8. Termination propensity 1 4.29 (1.14) .046 .083 -.061 .197 -.087 .123 -.121 1.00 
N = 86           
           

 
Note: All correlations about 0.18 are significant at p <.05. 
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Table 2: Multiple Regression Results – Termination Propensity 
    

 Physical Fulfillment  Transaction Creation 
 Linear Model Curvilinear Model  Linear Model Curvilinear Model 
      

Firm size 0.004 (-0.494) 0.060 (-0.848)  -0.059 (-0.781) -0.051 (-0.683) 
Foreign exposure 0.927 (1.992)t 0.827 (1.849)t  0.976 (2.120)* 0.876 (1.917)t 
ITI performance 0.029 (0.999) -0.280 (-2.528)*  0.043 (1.469) -0.154 (-1.412) 
ITI performance square  0.013 (2.889)**   0.008 (1.871)t 
      
Adj. R2 0.018 0.099  0.031 0.060 
F 1.503 3.316*  1.906 2.348t 
∆F  8.346**   3.500t 
      

  
Notes: N = 86 firms, t-statistics in parentheses; t p<0.10, * p<0.05, ** p <0.01 
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Table 3: Performance-Termination Correlations 
 
  

Performance Groups   
Termination propensity correlations Low High z 
    

Physical Fulfillment Services    
Mean (SD) 7.99 (2.91) 17.30 (1.91)  
r -.350* .335* -2.026* 
N 28 29  

    
Transaction Creating Services    

Mean (SD) 8.10 (2.82) 17.67 (2.27)  
r -.223 .328* -2.524** 
N 28 29  

    

 
* p<.05, ** p<.01 
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Table 4: Correlation Matrix – High Performers 

 
         

 Physical Fulfillment Transaction Creation Correlations 
 Mean (S.D.) Mean (S.D.) 1 2 3 4 5 6 
         

1. Perf: Physical fulfillment 17.30 (1.91) 16.71 (2.63) 1.00 .77 .01 .09 -.23 .27 
2. Perf: Transaction creating 16.85 (3.16) 17.67 (2.27) .81 1.00 .13 .21 -.27 .33 
3. Exchange uncertainty  3.59 (0.40) 3.50 (0.66) -.16 -.19 1.00 -.19 -.49 -.15 
4. Cultural distance 1.94 (1.19) 1.93 (1.14) .06 .05 -.01 1.00 -.03 .20 
5. Relationship age (years) 6.64 (5.64) 6.24 (4.97) -.28 -.22 -.34 .21 1.00 -.16 
6. Termination propensity 4.43 (1.26) 4.41 (1.12) .34 .22 .10 .06 -.22 1.00 
N = 29         
\         

 
Note: All values greater than .32 are significant at p <.05. Reported correlations are for the top third of performers only. High-performers of 
physical fulfillment services lie below the diagonal; high-performers of transaction creating services are above the diagonal. 
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Table 5: Moderated Regression Results: Coefficients (Standard Errors) 
 

Intermediary Performance 
Physical Fulfillment Services Transaction Creating Services 

 
DV: Termination 
Propensity 
(N = 86) 

Model 1 Model 2 Model 1 Model 2 
      

Performance .42 (.24) .38 (.22)  .34 (.21) .25 (.20) 
Exchange uncertainty .09 (.24) .00 (.22)  .17 (.21) .38 (.10) 
Interaction  .59 (.25)*   .46 (.25) 
      
Adj. R2 .047 .191  .065 .146 
F 1.667 3.124*  1.968 2.597 
∆F sig. .703 .028  .405 .074 
      

 
* p<0.05 
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Table 6: Subgroup Analysis for High Performing Intermediaries 
 
 Intermediary Performance 
 Physical Fulfillment Services  Transaction Creating Services 
        

Exchange uncertainty (XU) Low XU High XU z  Low XU High XU z 
 N 20 9   10 19  
Mean (SD) 3.82 (.17) 3.07 (.28)   4.00 (.00) 3.23 (.69)  
r .548** -.425 2.252*  .370 .331 0.098 

        
Cultural distance (CD) Low CD High CD   Low CD High CD  

 N 14 14   13 15  
Mean (SD) .94 (.86) 2.94 (.14)   .82 (.65) 2.89 (.20)  
r .557* -.078 1.657*  .539* .256 0.796 

        
Age of relationship Short Long   Short Long  

N 10 18   11 18  
Mean (SD) 3.00 (.67) 8.7 (6.17)   3.09 (.70) 8.1 (5.48)  
r -.005 .595** -1.508 t  .247 .400 -0.392 

       
 

t p<0.10, * p<0.05, ** p<0.01  
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APPENDIX: Intermediary Performance Scalesa 
 Importanceb  Satisfactionc 
 Corrected 

item to total 
correlation

Overall 
Alpha 

 Corrected 
item to total 
correlation

Overall 
Alpha 

Transaction Creating Services  .91   .91 
1. promotion of our product at foreign trade shows .69   .63  
2. ability to discover or open new foreign markets for 

our product 
.67   .48  

3. promotion of our product within existing export 
markets 

.53   .68  

4. preparation of advertising & sales materials for use in 
foreign markets 

.79   .78  

5. ability to select and train competent foreign 
distributors 

.76   .80  

6. knowledge of competitive conditions in foreign 
market 

.66   .75  

7. personal contacts with potential buyers abroad .75   .80  
8. arranging after-sales support to foreign buyers .69   .60  
9. negotiation with buyers and suppliers .68   .79  
10. arbitration & conflict resolution .64   .45  

      
Physical Fulfillment services  .92   .88 

11. arranging for cost, freight, and insurance quotes .67   .64  
12. assistance with export documentation & customs 

requirements 
.73   .68  

13. advising on or arranging packaging for export  .71   .65  
14. assistance dealing with quotas and tariffs .73   .71  
15. evaluation of credit risk of foreign buyers .67   .53  
16. ability to consolidate overseas shipments with products 

from other manufacturers to lower shipping costs  
.65   .66  

17. ability to consolidate orders placed with us from 
several foreign customers 

.79   .72  

18. ability to stockpile our products in their (the 
intermediary’s) own warehouse 

.78   .54  
      

 
a Formative scale made up of causal indicators. Cronbach alphas reported for reference only. 
b From the perspective of your business needs, how important are the following services? (Answers ranged 
from (1) “not an important service for us – we have no need for this service” to (5) “a very importance service 
for us – we have a great need for this service”.) 
c Based on your experience, please indicate your satisfaction with the performance of your intermediary in 
providing each of these services. (Answers ranged from (1) “highly dissatisfied” to (5) “highly satisfied”. 
Respondents could also answer (0) “not a service provided”.) 
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