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Abstract

Many scholars hold that trust is one of the key in searching for inter-firm cooperation. But there are few studies
to investigate the antecedent of inter-firm trust. The aim of the research is to identify the main determinants of
inter-firm trust in tourism region. With an empirical study of 262 enterprises in a tourism region in Vietnam, the
study finds that characteristics of firms and its executives do significantly positively affect inter-firm trust. The
result also reveals that communication and sharing information, using social network in inter-firm relationship
will facilitate trust between partners. The result support the general thesis that executive can build and develop
inter-firm trust based on its main determinants. The study provides both theoretical and practical implications.
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1. Introduction

Many inter-firm alliances have experienced the failure over time (Bamford et al., 2004; Pak et al., 2009). A lack
of trust is an often-cited reason for why business relationship fails to develop and leads to the ultimate
dissolution of inter-firm cooperation (Buchel, 2003). Moreover, scholar have highlighted the importance of trust
as a means of establishing and sustaining inter-firm cooperation (Lui et al., 2006; Morgan & Hunt, 1994;
Pesdmaa & Hair, 2007).

Many studies have been devoted to examine the nature of trust from psychology (Rotter, 1967), social theory
(Zucker, 1986) to marketing and management (Anderson & Narus, 1990; Zaheer et al., 1998). Trust is divided
into three types: inter-organizational trust, agency trust and personal trust (Fang et al., 2008; Zaheer et al., 1998).
Moreover, the study of trust may be categorized based on how trust is viewed and composed: as an individual
characteristic, as partner characteristics, as an characteristic of interpersonal transaction, and as an institutional
phenomenon (Bhattacharya et al., 1998; Doney & Cannon, 1997; Ganesan, 1994; Kwon & Suh, 2004; Moorman
et al., 1993; Zucker, 1986). The others, on the other hand, found the way to build trust (Nguyen & Rose, 2009;
Nguyen & Liem, 2013).

It is clear that, in spite of the importance of trust and the increased interest among researchers, there are gaps in
theory on trust in two ways. Firstly, although trust can be engendered from organization, its representative or
circumstances, most of the emphasis is at one or both targets, not all (e.g. Doney & Canon, 1997; Kennedy et al.,
2001; Moorman et al., 1993; Nguyen & Rose, 2009). Secondly, the review of inter-firm trust has been
investigated in detail from the work of Nguyen & Liem (2013). It is important to understand which factors
influence trust in inter-firm relationship especially for tourism region. Lastly, the relationship between trust and
external forces such as institutional effect has rarely studied especially in developing country.

To address these shortcomings delineated above, this paper presents a model of antecedents of inter-firm trust
based on previous studies. In the following, the author first provides a brief overview of the literature on trust.
Then he develops hypotheses and builds the conceptual model. The model is tested by data sourced from the
survey of Vietnamese enterprises in tourism region. The paper concludes with a discussion of findings and its
implication for both academic research and business practice.

2. Theoretical background
2.1 Trust Concept

Trust can be defined differently from many disciplines. In psychology, trust is an expectancy held by an
individual or a group that the word, promise, verbal or written statement of another individual or group can be
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relied upon (Rotter, 1967). In sociality theory, trust is a set of expectations shared by all those involved in an
exchange (Zucker, 1986) or a bet about the future contingent actions of others (Sztompka, 2003). It has been
used and extended into organizational level by management scholars (Doney & Cannon, 1997; Morgan & Hunt,
1994). In this paper, the author uses trust’s definition of Nguyen and Liem (2013), “trust as the expectation held
by a party toward another party or objects that the trustee will behave in a predictable manner, not exploit the
other’s vulnerability in case of opportunism”.

2.2 Characteristics of Trust
Based on the definitions of trust, we can infer three characteristics of trust.

e  The first characteristic of trust is risk. Trust associates with risk. Without uncertainty environment or risk,
trust is no meaning (Bhattacharya et al., 1998). In inter-firm relationships, there always consists of opportunism,
in which one partner can take advantages from other. We trust somebody or something means that we travel with
risk for betting about uncertain future (Sztompka, 2003; Young-Ybarra & Wiersema, 1999; Zaheer et al., 1998).

e The second characteristics relates to vulnerability. Trust is context based. As the result of risky
environment where trust is located, the actor is being vulnerable situation. Based on the confidence in another
will, the partner hopes that the other will not take chances even if there is incentive for it (Curral & Inkpen, 2002;
Dyer & Chu, 2000; McKnight et al., 1998).

e  Trust ties to the expectation. The expectation is based on the credibility on the other party’s competency or
expertise to fulfil his/her obligation. The expectation requires benevolence from current party who will care
about other’s welfare or act in the alliance's best interest (Ganesan & Hess, 1997; Nguyen & Liem, 2013;
Rosseau et al., 1998)

2.3 The Level of Trust

In general, there are three distinct levels of trust (Curral & Inkpen, 2002; Fang et al., 2008; Gassenheimer &
Manolis, 2001; Lui et al., 2006).

e  Inter-firm trust (or collaborating mutual trust). This is trust between firms in a relationship.
e  Agency trust refers to each firm’s agency trust in its representatives assigned to the inter-firm relationship

e Intraentity trust (interpersonal trust) refers to trust between representatives of collaborating
organizations or between two people in.

Trust can be classified and viewed differently due to the context. This paper therefore attempts to advance theory
and practice by examining factors that influence trust between firms. The empirical study of inter-firm trust in
tourism region will be discussed.

3. Hypothesis
3.1 The Effect of Subject’s Characteristics on Trust

Trust is closely related to basic norms of behavior and social customs in which most actors take it for granted
until it is violated. Company and its representatives (the managers) are subjects in inter-firm relationships. These
subjects affect trust through their attributes in a number of ways. Knoll and Gill (2011) demonstrated that trust in
the trustee is a function of trustee’s perceived ability. On the one hand, for instance, the reputation of a company
could provide an extra assurance for committed people to deal with social uncertainty in the deals with outsiders
(Yamagishi & Yamaghishi, 1994). Previous study asserted that firm characteristics affect executives’ strategic
decision making process or managerial discretion (Finkelstein & Hambrick, 1990). Particularly, firm size and
age have been found to be especially important factors in shaping managerial decision making as well as
inter-firm trust (Shinkle & Kriauciunas, 2010; Nguyen, 2011). On the other hand, Jiang et al. (2011) proposed
the negative effect of relative firm size on executives’ cognition-based trust in their partners. In inter-firm
relationship, it is expected that the preeminent characteristics of one firm will enhance the chance for this
relations from other partner because it does not need to validate the reliability and competence of the previous.

Hypothesis 1: There is positive relationship between company’s characteristics and inter-firm trust. The more
superior characteristics of business partner is associated with greater trust that one partner places in another.

In another side, the reliability and capability of the suppliers will deliver the most important promises to their
distributors and will create trust and a continued association with them (Tuang & Stringer, 2008). Similarity, Gill
et al. (2005) found the positive relationship between ability of trustor and trust located in trustee. In addition,
competency of salesperson would create buyer’s trust (Kennedy et al., 2001). On the other hand, Zucker (1986)
and Jiang et al. (2011) asserted that trust is related to characteristics or competency of partners. Further, Nguyen
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and Liem (2013) proposed that attributes of trading partner (skills, competence, and characteristics) offer room
for influencing another trading partner. In addition, competence and reputation in an important foundation of
trust (Moorman et al., 1993). Based on these, it is expected that:

Hypothesis 2: There is positive relationship between company’s manager attributes and trust. The more superior
characteristics of partner’s representative is associated with greater trust that one partner places in another.

3.2 The Effect of Institutions on Trust

Attributes of subjects are not the only factor affecting trust. There is good reason to believe that institutions
influence trust between actors. In her research, Zucker (1986) mentioned about institution based trust. Hardin
(1996) argued that “our institutions enhance trustworthiness”. Institutions consist of formal institution (political
rules, regulation, and economic contract) and informal institution (social sanctions). One might highlight three
ways in which institutions are likely to affect trust between actors. Firstly, because “social institutions are sets of
rules that structure social interactions in particular ways” (Knight, 1992), it will mandate that information about
how actors behave is shared among members of a particular community. Institutions are “the rule of the game”
(North, 1990). Such rules may enhance trust between partners. Moreover, trustworthy behaviour between firms
can be facilitated by institutions (Zucker, 1986). Secondly, institutions will direct actors toward predictable
behavior due to the afraid of the threat of sanctions in the event of noncompliance (Knight, 1992; Nguyen &
Rose, 2009; Nguyen & Liem, 2013). Finally, institutions (formal and informal) are channel to provide
information as the past behavior of actors. This information will help manager learn more about partner and
enhance trust between them as the result. Thus, it is expected that:

Hypothesis 3: The greater use of formal institution in making inter-firm relationship is associated with greater
trust that one partner places in another.

Executives can use social network to build inter-firm trust with their partner as the role of informal institutions
(Hoang & Antoncic, 2003; Nguyen & Rose, 2009). Firstly, trustworthy behavior between firms can be developed
in an open social networks, where member can learn about each other. Secondly, social network with its own
rules of acceptable behaviors will shape inter-firm relationship. The personal relationship that a manger had with
his suppliers’ manager was very pronounced and their trust was tied to the individuals they dealt with (Tuang &
Stringer, 2008). Thirdly, trust can be transitive among members in a social networks (Nguyen & Rose, 2009). If
both parties trust a third person, this person will share similar sets of values among them and facilitate trust with
each other. Based on the above discussion, the author argues that:

Hypothesis 4: The greater use of social network in making inter-firm relationship is associated with greater trust
that one partner places in another.

3.3 The Effect of Communication and Information Sharing on Trust

Yet another line of research concerning interaction between actors can be viewed as involving trust:
communication in inter-firm relationships. Communication is defined as “the formal and informal sharing of
credible and meaningful and timely information between exchange partners” (Anderson & Narus, 1990). This
also is called process based trust (Zucker, 1986). Communication affects trust between partners in several ways.
On the one hand, past communication can be viewed as an antecedent of trust (Morgan & Hunt, 1994). On the
other hand, information sharing or information symmetries may reduce partner behavioral uncertainty (Dyer &
Chu, 2000). It can be interpreted as a sign of trust within inter-firm relationship. Overall, the idea of trust
emerging with frequently communication is based on the premise that through on-going interaction, parties learn
about each other and develop trust (Shapiro et al., 1992).

The extant empirical studies also demonstrated the positive linkage from communication to trust. For instance,
Kwon and Suh (2004) reported a significant impact of communication on supply chain partner’s trust. Doney
and Cannon (1997) emphasized the need of communication (frequency and length of business contact) in
building trust. This fact also got strong support from study of Ganesan (1994) and Morgan and Hunt (1990).
Tuang and Stringer (2008) revealed that quality communication and effective information exchange are crucial
factor in developing inter-firm relationship. Thus, it is expected that:

Hypothesis 5: The more and frequently communication as well as information sharing between partners and its
representatives, the greater trust that one partner places in the other.

4. Research Method
4.1 Data Collection

We conduct the survey in order to evaluate the crucial factors influencing trust and their respective importance.
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The conceptual definitions of construct were adopted from the literature. The study has used multi-item scale to
operationalize independent and dependent variables. All items were measured using a Likert-type scale of 7
point where 1 means “Strongly disagree” and 7 “Strongly agree”. Table 1 presents the bibliographical sources
taken as reference to build the constructs. To build the questionnaire, the original English version of the items
was translated into Vietnamese and back translated into English to ensure clarity (Brislin, 1970; Venkatesh et al.,
2012).

A pilot survey (with 50 answers) was conducted in May 2014 in order to refine the questionnaires and gain
additional comments on the content and appearance. The most important change was in items belongs to formal
institutions which was from Aulakh et al. (1996), Nguyen and Rose (2009). After a further review, the
questionnaire was deemed ready to be sent to a large sample in order to gather data for testing proposed
hypotheses in the study. An introductory participation-request letter along with the questionnaire and a
postage-paid reply envelope were sent to a random sample of 600 firms and hotels in tourism region along the
central coast of Vietnam. The survey was carried from July 2014 to September 2014. An initial follow-up
telephone call is made to non-respondents 4 weeks after the questionnaires were sent. Approximately 4 weeks
after the first follow-up, non-respondents were telephoned as a reminder. In total of 276 received questionnaires,
262 responses were validated for using hypothesis testing.

Table 1. Bibliographical sources for item developed

Construct Bibliographical sources

Company characteristics (Company: 5 items) Cerri Shpétim, 2012; Doney and Cannon, 1997; Lui et al., 2006;
Jiang et al., 2011; Svensson, 2001

Executives characteristics (Executive: 5 items) Anderson and Weitz, 1989; Doney and Cannon, 1997,

Gassenheimer and Manolis, 2001; Kennedy et al., 2001; Moorman
etal., 1993; Jiang et al., 2011

Use of formal institutions (Formal_institutions: 4 items) Aulakh et al., 1996; Lee et al., 2001; Nguyen and Rose, 2009

Use of social network (Social_network: 5 items) Nguyen and Rose, 2009; Cerri Shpétim, 2012

Communication and information sharing (Communication: 4  Cerri Shpétim, 2012; Coote et al., 2003; Mohr and Spekman 1994;

items) Young-Ybarra et al., 1999

Inter-firm trust (Trust: 6 items) Coote et al., 2003; Fang et al., 2008; Gassenheimer and Manolis
2001; Kennedy et al., 2001; Mohr and Spekman, 1994; Svensson,
2001

From the survey, the majority of participating firms are small size that has less than 200 full-time employees
covers 68.65% of the survey (medium size: 20.21% and large size: 11.14%). Moreover, about more than half of
the formal enterprises originated from private sector and are relatively young (less than 9 years of operation).

4.2 Measures
4.2.1 Dependent Variable

Based on its abstract characteristics, individuals and firms use indirect measures- indices or signals to measure
trust (Zucker, 1986). Therefore, inter-firm trust measures, denoted by Trust, were adapted from previous studies
(Coote et al., 2003; Fang et al., 2008; Svensson, 2001). The scales measured trust in which manager placed in the
cooperative firm and in the cooperative firm’s representatives as well. The six items give a reliable with a single
factor and a Cronbach’s alpha of 0.90

4.2.2 Independent Variables
Company characteristics (Company)

Company attributes refer to company characteristics, which influence partner’s behavior indirectly through trust.
Company attributes were measured using scale from Cerri Shpétim (2012), Doney and Cannon (1997), Lui et al.
(2006), Jiang et al. (2011) and Svensson (2001). The scale has five items on a 7-point scale and had a reliability
(alpha) coefficient of 0.89

Executive characteristics (Executive)

Representative attributes refer to the characteristics of the manager, who represents for company in making
inter-firm relationships with its partner. Five items, which are adapted and modified from existing literature
(Gassenheimer & Manolis, 2001; Kennedy et al., 2001; Mayer et al., 1995), were used to measure this construct.
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This measure displays good reliability (alpha=0.91)
The use of formal institutions (Formal_institution)

Another variable of interest was the use of formal institutions. This is one of strategies that can be used to build
trust in the study of Nguyen and Rose (2009). The study adapted their scale in combining with the scale of
Aulakh et al. (1996) and Lee et al. (2001) to measure this construct. The reliability of the use of formal
institution in this study was 0.85

The use of social network (Social_network)

The research also used two items in Nguyen and Rose (2009) and three items from Cerri (2012) to measure the
use of social network in building trust between firms. This measure has high reliability (alpha=0.87).

Communication and information sharing (Communication)

The last factor, which influences inter-firm trust, is communication between executives as well as firms. This
construct reflects business information sharing and any method used in order to get better understanding between
target partners. Four items adapted from Cerri (2012), Coote et al. (2003), Mohr and Spekman (1994), and
Young-Ybarra et al. (1999) were used to measure this construct. The Cronbach’s alpha for this measure is 0.85

4.2.3 Control Variables

The study also included two control variables in the analyses. The first control variable relates to age of company
with the expectation that the longer the company exists, the more it is known, and more trust ties to it (Cerri,
2012; Nguyen & Rose, 2009). This variable has value range from 1 to 4 indicating four levels: less than 5 years,
from 5 to 9 years, from 10 to 15 years and more than 15 years of business. The second one includes the
ownership difference. The dummy variables, which value 1 if firm is owned by specific subject (state, private or
foreign owned) are added, respectively. Executives of particular type of ownership likely have different
objectives and attitudes toward inter-firm relationship (Nguyen & Rose, 2009).

4.3 Econometric Model

The econometric model, which is used to analyze the impact of trust antecedents, is given by the following
equation.

Trust = B, + B, Company+ B, Executive+ - Formal _institution
+B, Social _network + BsCommunication + B¢Control + €

Where Trust is trust that one company places in its particular partner; Company is the vector of company’s
attributes; Executive is the vector of executive’s characteristics; Formal institution is a formal institutional effect;
Social network is the effect of the use of informal social network; Communication is the effect of information
sharing and communication between partners; Control is a vector of control variables; € is the error term.

5. Empirical Results
5.1 Common Method Variance

Two important issues have been raised concerning the survey methodology: common method variance and
non-response bias problem. To assess the possibility of common method variance, the study used Harman’s post
hoc single-factor test (Podsakoff & Organ, 1986). If common method variance appears in the study, it would be
expected that a single factor emerging from a factor analysis or one general factor to account for the majority of
the variance. All the variables of interest were entered into factor analysis. Six factors were extracted and
account for 76.34% of the variance. The first factor accounts for the highest proportion of variance, but only at
33.67%. Because the first factor (the highest variance explanation) did not account for the majority of the
variance in those distinct factors, the author can conclude that the common method variance does not appear to
be a problem in the study.

As recommend by Armstrong and Overton (1977), potential non-response bias was assessed via extrapolation
method of comparing early versus late respondents. Firstly, a comparison of early to late responses revealed no
difference with regard to the means of all variables, especially on company’s age and size. Secondly, an analysis
of ownership distribution of the respondents shows no difference from the ownership distribution of all the firms
and hotels used in the survey. Therefore, the non-response bias was minimal.

5.2 Confirmatory Factor Analysis

The study uses two-step approach to test the proposed model. This study first conducts a confirmatory factor
analysis with maximum likelihood to test measurement model by verifying the underlying structure of constructs.
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Then the OLS regression with trust as dependent variables and its antecedents as independent variables is used to
test research hypotheses.

The model specification proposed was subject to confirmatory factor analysis, which was performed using
LISREL 8.80 to assess construct validity and convergent validity. In this study, all the variables were latent since
they were not directly observable. Thus, the author used instrument measurement as proxies that works as
indicators of the latent constructs. Table 2 provides the results of the measurement analysis.

Table 2. Results from the confirmatory factor analysis

Constructs Items Construct (AVE) S.T. Loadings t-value
reliability (CR)
Company characteristics 1 0.89 0.61 0.785 10.524
2 0.844 14.342
3 0.708 10.678
4 0.757 10.446
5 0.808 14.125
Executive characteristics 1 0.91 0.67 0.743 12.961
2 0.839 14.462
3 0.891 14.732
4 0.845 14.808
5 0.751 13.121
Formal institutions 1 0.85 0.58 0.757 11.950
2 0.691 10.270
3 0.826 15.678
4 0.764 14.449
Social network 1 0.87 0.58 0.876 14.941
2 0.771 12.401
3 0.741 11.723
4 0.704 10.950
5 0.689 10.686
Communication 1 0.85 0.59 0.782 12.211
2 0.732 11.158
3 0.818 12.959
4 0.726 10.920
Trust 1 0.90 0.59 0.731 12.055
2 0.725 11.422
3 0.701 11.240
4 0.824 15.203
5 0.763 12.637
6 0.868 15.473

Note: yyp_ 3 2 /n where A represents the standardized factor loading in CFA and 71 is the number of items.
i=1

where J is the error variance for an item.

2 2
(3] ()
i=l i=1 i=1

The chi-square of the measurement model was significant ( ;(2 =689.24, df =321, p<0.001), with the value
of ( ;(2 / df =2.15) is below the recommended cutoff of 5.0, indicating an ideal fit (Schumacker & Lomax, 2004).
The large chi-square value was not suspiring, because the chi-square statistic has proven to be directly affected
by sample size (Chen et al., 2008). Therefore, in order to assess the overall model fit, alternative stand-alone fit
indices, which are less sensitive to sample size, were used. These indices included the comparative fit index
(CFI), the root mean square error of approximation (RMSEA), the normed fit index (NFI), and the non-normed
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fit index (NNFI). Based on Hair et al (2009), the six factor model show a good model fit (CFI=0.95;
RMSEA=0.06; NF1=0.92; NNFI=0.94).

Convergent validity is attained if the items that are indicators of a specific construct converge or share a high
proportion of variance. There are three methods to examine convergent validity. First, standardized loading
estimates should be 0.5 or higher and ideally over 0.7. From Table 2, all loadings are significant (p < .001) and
above 0.5, only two was below 0.7. Thus, the measurement model passes this test. Second, the average
percentage of variance extracted (AVE) should be higher 0.5, suggesting adequate convergence. The values of
AVEs are greater than 0.5 in all cases, meaning that the variance accounted for by each construct is greater than
the variance accounted for by measurement error (Fornell & Larcker, 1981). Last, to assess the reliability of the
construct, construct reliability (CR) is used. All construct reliability values, ranging from 0.85 to 0.91, meet the
recommended cut-off value of 0.80 (Fornell & Larcker, 1981), ensuring adequate internal consistence of multiple
items of each construct (Hair et al., 2009). This result suggests that the measurement model has good convergent
validity.

To assess discriminant validity of measurement model, the study uses the procedure developed by Fornell and
Larcker (1981). It involves the calculation of the average variance extracted for all pair of constructs. These
values must be compared with squared correlations between any pair of constructs of interest and be greater if
discriminant validity is present. The data passed this test too and therefore discriminant validity is confirmed.
Based on this foundation, the measurement model fits the data well (Table 3).

Table 3. Discriminant validity in measurement model

Constructs 1 2 3 4 5 6
Inter-firm trust (1) 0.59

Company characteristics (2) 0.38 0.61

Executive characteristics (3) 0.47 0.29 0.67

Use of formal institutions (4) 0.16 0.07 0.07 0.58

Use of social network (5) 0.42 0.19 043 0.09 0.58
Communication & Information sharing (6) 0.50 0.32 0.48 0.01 0.24 0.59

Note. The AVE’s are on the diagonal, and the squared coefficients between construct are below the diagonal.

5.3 Regression Analysis and Hypotheses Test

Table 4 presents the descriptive statistics and the correlation matrix for the variable set of the study. The dummy
variable (Public owned firms or hotels) is excluded as a base. Because the data were cross-sectional, with
evidence of correlation between some predictor variables, multicollinearity will be tested by variance inflation
factor (VIF) indices. According Hair et al. (2009), there are two methods of detecting multicollinearity problem:
one relates to correlation coefficient and the other is checking VIFs. The correlation between any two variables is
below 0.7 and the largest VIF also is under 2.0. It was concluded that multicollinearity was not a serious issue in
this study (Hair et al., 2009).

Table 4. Descriptive statistics and VIF of variables

Variable Mean S.D. 1 2 3 4 5 6 7 8 9
Trust (1) 4.82 1.00  1.00

Company characteristics (2) 4.70 1.10  0.40** 1.00

Executive characteristics (3) 4.93 1.06 0.42** 0.40* 1.00

Use of formal institutions (4) 3.72 1.15  0.25* 0.14 0.10* 1.00

Use of social network (5) 5.74 1.19  0.45** 040 0.48**  -0.24*  1.00

Communication and information  4.49 1.09  0.54**  0.49 0.44**  0.12 0.42**  1.00

sharing (6)

Age of firm (7) 2.50 1.10  -0.08 0.11*  0.09 0.17*%*  0.05 0.03 1.00

Private firm (8) 0.62 0.51 0.19*% -0.00 0.07 -0.03 0.21**  0.02* 0.04 1.00
Foreign firm (9) 0.26 0.38 0.07* 0.08 0.04* 0.11* -0.03 0.03 -0.10  -0.32  1.00

Note. Correlation is significant at ** p<0.01, * p<0.05 (2-tailed).

To test research hypotheses, the study estimates an OLS-regression model incorporating the effect of company
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attributes, representative attributes, the use of formal institutions, the use of social network, and communication
on trust. The study includes age of company and regional difference in the model as control variables. Table 5
gives the estimated parameters of the model.

Table 5. Regression results

Case 1 Case 2 Case 3 Case 4
Variables Trust Trust Trust Trust
Company 0.132% 0.128%* 0.125%* 0.131%*
Executive 0.181** 0.175%* 0.174%* 0.175%*
Formal institutions 0.037%* 0.021%* 0.028* 0.019%
Social network 0.321%* 0.378** 0.327%%* 0.315%%*
Communication 0.261*** 0.258%** 0.248%** 0.234%%*
Age -0.069 -0.085 -0.042
Private 0.059* 0.046*
Foreign 0.023 0.037%*
Constant 0.809%* 1.024** 1.077** 1.149%*
Adjusted R 0.342 0.336 0.328 0.312
F 19.48%** 16.26%%* 15.36%%* 12.37%%*
Observations 262 262 262 262

Note. ¥** p<0.01, ** p<0.05, * p<0.1.

The overall goodness of fit for the initial model (model without control variables-Case 1) and control models
(Case 2, Case 3 and Case 4) are acceptable ( p <0.01 1in all cases); Rjdj =0.342 (Casel), Rfldj =0.336 (Case
2), Rjdj =0.328 (Case 3), and Rjdj =0.312 (Case 4). These indices indicate that the model shows an
adequate description of the study data set. Some studies have reported higher levels of explained variance (e.g.
Adobor, 2005; Nguyen and Rose, 2009). The others, on the other hand, have reported lower levels (e.g. Coulter
and Coulter, 2002; Sako and Helper, 1998). Thus, an Rjdj of 31% of the study is within the range reported in
the current literature.

Hypothesis 1 contends that there is a positive relationship between company attributes and trust among partners.
The coefficient is strong and significant for all cases indicating that company characteristics has a strong positive
association with inter-firm trust. Hence, hypothesis 1 receives significant support from empirical results.

Hypothesis 2 states that executive’s characteristics do influence trust between firms. This hypothesis was
supported (£ =0.181, p<0.05). These findings are in line with trust-based characteristics of Zucker (1986),
which proposes that characteristics of subjects influence trust between them.

Hypotheses 3, 4, and 5 were strongly supported. A moderate positive correlation was found between trust and the
use of formal institutions, the use of social network, and communication and information sharing between
partners, indicating that a substantial relationship exists between variables, respectively. The regression results
revealed the association positive relationship between the use of formal institutions and trust ( f=0.037 ). Thus,
hypothesis 3 is accepted.

Hypothesis 4 asserts that the more the use of social network, the higher trust will become. This relationship was
found to be positive and strong. Among the main determinants of inter-firm trust, using social network affect
trustworthy behavior most. Similarity, communication and information sharing had positive and significant
coefficient with trust (£=0.261, p<0.05). Hence, there is strong support evidence in the data in order to
declare hypotheses 4 and 5 confirmed.

The control variable (company age) in Case 2, Case 3 and Case 4 was not significant from the regression results.
It seems that the private and foreign enterprises or hotels are likely to build inter-firm relationship than public
firms. This can because that private hotels owners tend to use social network and frequently communication each
other in order to build the relationship among the tourism value chain. Moreover, an analysis of coefficients
between trust and its antecedents (company characteristics, executive characteristics, use of formal institutions,
use of social network, and communication) by adding control variables did not reveal any difference. These
results confirmed the robustness of these relationships. Therefore, all hypotheses in the study had gotten strongly
support from empirical results.
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6. Discussions and Conclusions
6.1 Discussions

The major distinction of the study is the construction of the comprehensive view about inter-firm trust and its
antecedents. All five hypotheses of this research were supported. The first two hypotheses relate to the given
factors that are characteristics of company and its executive. The later three reflect the role of the executives who
involve in inter-firm relationships.

There are positive relationships between company characteristics, its executives and inter-firm trust. Trust theory
has established that the superior competence of subjects based on its characteristics play a significant role in the
development of trust in its partner (Doney & Cannon, 1997; Ganesan, 1994; Kennedy et al., 2001; Mayer et al.,
1995; Moorman et al., 1993; Zucker, 1986). The study, which covered a broad base of these characteristics,
showed that these attributes did in fact relate to high level of inter-firm trust.

The empirical results found support for the relationship between the use of formal institutions and inter-firm trust.
The use of formal institutions will shape partner toward commonly acceptable behavior and prevent them from
opportunism. This finding supports the expectation of Nguyen and Rose (2009) and contrast significantly with
the conclusion of Nguyen et al. (2005), which stated that “Vietnam has never developed the institutions of a
market economy.” The results reflect the development of Vietnamese market institutions in directing firm
behavior and contributing to build trust among them as the result in general.

The active role of manager in building trust between partners can be seen through the strategy of using social
network and actively communication. The findings, in line with several studies (Adobor, 2006; Cerri, 2012;
Nguyen & Rose, 2009), indicate that using social network is the main way to build inter-firm trust. Social
network, particular informal third parties, helps target partners in learning each other. Moreover, active
communication and business information sharing has been proven to be viable means of stimulating trust
between firms. Trust naturally appears as a result of repeated personal interactions, information sharing, and
communication between executives (Nguyen et al., 2005).

6.2 Theoretical Contributions

This study contributes to the literature on inter-firm trust and inter-firm relationships in two ways. First, the
research emphasizes on both sides of trust: the fixed side and soft side (Nguyen & Liem, 2013). By studying the
impact of given factors, the role of manager, combining with the influence of environment, the study provides
the comprehensive view of trust. With this view, company can develop trust intentionally based on changing its
attributes, choosing its proper executives, as well as applying suitable strategy. Trust not only depends on given
factors, but also depends on the way that executive interacts with its partner.

Second, the study enhances our knowledge on social exchange by confirming the positive links between the use
of formal institutions and inter-firm trust. Formal institutions in Vietnam have been mentioned in previous
studies (McMillan & Woodruff, 1999; Nguyen et al., 2005; Nguyen & Rose, 2009). The common share in these
studies relates to the lack or the weakness of formal institutions in Vietnam. Even with recently article, Steer and
Sen (2010) found that company has rarely used court as mechanism in its business activity. They think that
courts are not considered as an effective mechanism in preventing opportunism. However, formal institutions in
Vietnam have been developed and proven to have directly influenced firm’s behavior in this study.

6.3 Managerial Contributions

Trust appears in both fixed and soft sides (mentioned by Nguyen & Liem, 2013). For the soft side, the manager
can intentionally build trust. The empirical results suggest that the manager can take advantage from the
improved institutions to shape and prevent partner from opportunism. More importantly, in Vietnamese context,
social network appears to be the most influence factor in directing inter-firm behavior and building trust (Nguyen
& Rose, 2009; Steer & Sen, 2010). Therefore, by expanding their social network, the executive and its partner
can learn each other. Further, sharing business information is the best way to demonstrate company’s goodwill as
well as the engaging in the inter-firm relationship.

For the fixed side, the company can demonstrate it superior competency not only from itself but also from its
executives. It is hard and takes long time to level up the characteristics of a firm. However, company can
facilitate inter-firm trust through its executive. By assigning the competent executive in inter-firm relationship,
the company and its partner can build trust easily.
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