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ABSTRACT

The purpose of the study isto explore how the farmersare willing to share
the production information with the company intheir aliance “a company
+ farmers” and whether information sharing enhances alliance performance
or not. Thisresearch buildsatheoretical model of the relationshipsamong
trust, relationship commitment, information sharing and alliance
performance. Choosing the farmers cooperating with the company as
respondents, we collected 462 questionnaires, and conducted empirical
study on the relationships among trust, relationship commitment,
information sharing and alliance performance using structural eguation
modeling. The empirical results show that trust has significant positive
effects on relationship commitment and information sharing. Relationship
commitment has a significant positive effect on information sharing and
information sharing hasasignificant positive effect on alliance performance.
To motivatefarmersto share productioninformation, agricultural companies
need to keep trust and relationship commitment with farmers. Only then
can the company availably monitor the production process of agricultural
products and thus improve the quality and safety of the products.
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INTRODUCTION

Thecontrol of product quality and safety istheem-
phedsintheindustrid and agriculturd researchand prod-
uct food qudity and safety hasattracted more atention
duetoitsspecid socid attributesin China. Theprinci-
pa charactersof modern agriculture and food industry
arelarge-scdeand high-efficiency. Withthemotivation
of high profits, someagricultural firmsbetray their so-
cia responsbility and produceagricultura foodignor-

ing the health of the people, which addsto therisk of
food quality and safety in China. Agricultural planting
and breeding isthe source of the food supply chain.
Compared to agricultura production patterns of Eu-
rope, Americaand other devel oped countries, Chinese
farmers, asasource of production, are characterized
by thelarge number and scattered distribution and dif-
ficult to bemanaged. Dueto high cost of drug residues
and pesticideresiduesdetectionin Ching, itisnot pos-
sibleto test the agricultural products one by one, thus
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theviolation of farmersare hard to detect. Given that
low violation cost of scattered farmers, they tend to use
prohibited toxic pesticidesand veterinary drugs, such
asusingfeed containing clenbuterol inpigfarming and
adding malachitegreenin aguaculture. Thusitisvery
crucia for agricultura companiesto control theinfor-
mation of production process of theagricultural food
effectively and motivatefarmersto share production
information.

The businessorgani zation of ““a company + farm-
ers’is one of the effective models to enhance food quality
and safety, whichisaleading agricultura industridiza
tionmodd in China. Itisalso known as“contract farm-
ing”, which means that farmers take charge of produc-
tion and the company buysthe products according to
thecontract, andinthisrelationship, farmerssignale-
galy binding sales contract with acompany, which de-
terminesthe parties’ rights and obligations!!. Taking “ a
company +farmers” in China as an example, We want
toresolvethequestions:

(1) Does production information sharing enhancethe
dliance performancebetweenfarmersandthecom-
pany intheir cooperation?

(2) Doestrust and rdlaionship commitment tothecom-
pany promotethe production information sharing
and thusthealliance performance?

The purpose of theresearch isto explore how to
makefarmerssharetheproductioninformationwiththe
company inther dlianceand whether information shar-
ing enhances dliance performance of the cooperation
or not from thefarmers’ perspective. We randomly se-
lect farmersin the cooperation withtheagricultural com-
pany asrespondentsand finally obtain 462 valid re-
sponses. By using structura equation model, we con-
duct empirica study ontheréationshipsbetweentrust,
rel aionship commitment, information sharingand dli-
ance performance. Theresultshavethetheoretica and
practical vauesfor the successof theagricultural con-
tract and also improvethefood quality and safety in
China

LITERATURE REVIEWAND RESEARCH
HYPOTHES S

Alliance performanceisacomplicated concept and
first put forward by Buchlin and Sengupta?. There-

search on aliance performance involvestwo aspects:
oneistheperspectiveof thedlianceand the other isthe
perspective of the cooperative company. In thisre-
search, aliance performanceisthe benefitsin the co-
operation between an agricultural company and farm-
ers. Thisresearch will takethe second perspectiveto
measured iance performance, cond dering theeconomic
factorsand indicating that aliance performanceisthe
messureof theresultsof cooperation, includingincome
growth and cost reduction. Studiesfind that buildinga
good partnership can forms more performance than
actingaone?. Themutual trust of partnerscan reduce
transaction cost and risk, improvethe response speed
andincreasedlianceperformance¥. Rel aionship com-
mitment, asaimportant factor of partnership forma
tion, positively affectsdliance performance*® %2, Nev-
ertheless, previousresearch also find that rel ationship
commitment does not affect aliance performance ef-
fectively!™¥. Mogt scholarsbdievethat information shar-
ing not only can reducethe bullwhip effect, therisk of
information distortion andimprovethealliance perfor-
mance, but a so can effectively coordinatetherelation-
ship of the partnersin thealliance, achievelong-term
cooperation, make full use of their and partners’
strengths, and highly exert competitive advantages of
thealliance. Chen et d.*found that information shar-
ing will reduce bullwhip effect which isdueto inad-
equateinformation sharing between partners. Informa:
tion sharing hasapositive effect onthe performance of
supply chain®, Yeand Xueg® suggest that information
sharing positively affectson the operationd performance
of enterprises. However, information sharingisnot al-
waysuseful andthevaueof issmall sometimes*”. The
low level of information sharing hasno significantim-
pact on alliance performance®®. Studiesdo not havea
unified conclusion about the rel ationships between in-
formation sharing and dliance performance. Therefore,
wewill examinewhether information sharing positively
affectsalliance performance or not. we proposefol -
lowing hypotheses:

H1alnformation sharing between farmersand the
company hasapositiveimpact ondliance performance
of their cooperation

H1b Thetrust of farmer to the company hasapos-
tiveimpact on aliance performance of their coopera-
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H1c Relationship commitment of farmersto the
company hasapositiveimpact ondliance performance
of their cooperation

Information sharing between partnersiscomplicated
andtheaffectingfactorsof itinvolveavariety of interna
and external aspects. Among them, partnership factors
such astrust and rel ationship commitment havedrawn
attention of scholars. The closer relationship between
partners, themorewilling they areto shareinformation.
Long partnership positively affects cross-organization
communicaion*¥. Mutud trustisanimportant positive
factor to the success of information sharing®. There-
fore, weproposefollowing hypotheses:

H2aFarmers’ trust to the company has a positive
impact oninformation sharing

H2b Farmers’ relationship commitment to the com-
pany hasapostiveimpact oninformation sharing

Thereisacausa relationship betweentrust andre-
|ationship commitment, that trust isaprerequisitetoful-
fill relationship commitment. Trust isan antecedent of
relationship commitment and the high level of trustis
beneficid tothequdlity of rdationship commitment. With
ahigh degree of mutua trust, thetwo sides of the part-
nershipwill bestableand lasting and thereforere ation-
shipcommitmentwill improve Many scholarshavegiven
evidencesthat trust has positive effect onrelationship
commitment(®2, Thus, we propose thefollowing hy-
pothess.

H3Trust positively affectsre ationship commitment

Thetheoretical model of thisresearchisasfollow-
ing.
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Figurel: Conceptual model and hypotheses
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EMPIRICAL RESEARCH DESIGN

Variabledesign and data collection

Totest theresearch model, weuseaquestionnaire
survey. Thequestionnareincludestwo aspects: thefirst
part isthe demographic characteristics, involving the
stage of cooperation, the agricultural productsand so
on. The second part containsall theitemsfor thevari-
ablesof theempirica model. Respondentscan choose
from one(strongly disagree) to seven (strongly agree)
using seven-point Likert scales. All thevariablesare
measured by more than one item and adopted from
exiging literature, so content vaidity isguaranteed. The
measurement sourcesof variablesareshownin TABLE
1. Beforetheformal investigation, we selected 20 re-
spondentsfor aquestionnaire pretest, asking themfor
their opinion about thequestionnaire, including whether
the questions of the questionnaire are easy to under-
stand or not, whether thereisambiguousitem or not,
and whether it reflectsthe actua situation of channel
rel ationshipsor not. Based ontheir feedbacks, theques-
tionnairewas modified to be moreexplicit. Thesurvey
was conducted with farmerswho cooperatewith com-
panieson agricultural products and the sampleswere
from Hainan Province and Guangdong Province in
China. 600 questionnaireswere distributed and 462
valid oneswerecollected, 141 from Guangdong Prov-
ince, 321 from Hainan Province. Most of thefarmers
areyoung and middle aged and 62.4% is between 30
and 50. Maetakes 79.2% of thetotal sample. Interms
of education status, 79% received secondary or higher
education. Sothefarmersarerelatively well educated
and ableto understand the options of the questionnaire
and fill in objectively and precisely. Most farmers
(74.4%) have cooperated with companiesfor lessthan
5years. Theagriculturd productscooperated aremainly
vegetables, poultry and livestock, accounting for 29.2%,
25.8% and 19.3%, respectively.

Reliability and validity

Before hypothesistesting, wefirst andyzetherdli-
ability and vdidity of theinstrument. Reliability reflects
the stability and consistency of questionnaireand is
measure by the Cronbach’s alphas. For a questionnaire,
Cronbach’s alphas is 0.8 or more is preferable, 0.70 to
0.8 is dtill an acceptable range. For a sub-scale,
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TABLE 1: Reliability and conver gent validity analysisof each factor

Variable Measur ed item I';thigrg
Trug (Tr) (adapted from Ganesan™) , Kwon and S.lh[m, M oberg and S)eh[zg], Coulter and Coulter[zq)
Cronbach’salpha= 0842 CR=0.889 AVE=0.617
Trl According to past cooperation experience, | think the company can abide by the agreement and its promises 0.7313
Tr2 If the situation changes, thecompany will provide us with mog hdp 0.7964
Tr3 Duringthetransaction, | cantrust the company is sincere and honest 0.8206
Tr4 | beieve the company will put my interestsinto avery crucid place 0.8248
Tr5 | believe the company will take into account the possible impact on me when making mgor decisions 0.7497
Réeationship commitment (Rc) (adapted fromZhao et al.”’}, Brown et al [#);

Cronbach’s alpha=0.770 CR=0.845 AVE=0.523
Rcl | believe the company regards us as their important member of theteam, not just producer 0.7493
Rc2 | am very proudtotell others that | am one of the suppliers of the company 0.6773
Rc3 | agree with the company’s way of management 0.7772
RcA I will continue to cooperate with the company in the future 0.7492
Rc5 I will not eesily break the cooperation with the company in the future 0.6535

I nfor mation sharing (19 (adapted fromLi and Lin®? Zhou and Benton [301):

Cronbach’s alpha=0.888 CR=0.917 AVE=0.689

sl | shar_e with the company the plan and information of means of prqduaion (chemica fertilizer, pedicides, 0.7758
veterinary drugs and feed etc.)in the process of planting and breeding
1s2 | share the inventory information of productswith the company inthe process of planting and breeding 0.7385
1s3 I monitor the production process together with the company 0.7861
14 | establish and maintain the performance appraisal system ( such asthe degree to safe usage of products) 0.8074
1s5 The company and | will improve the production processtogether o meet the needs of each other better. 0.8000
Alliance performance (Ap) (adapted from Bucklin and Sengupta®™, Geyskens et al. [ 3)

Cronbach’salpha=0.801 CR=0.861 AVE=0.510
Apl The cooperation increases my sdes income 0.7275
Ap2 The cooperaion enhances my productivity 0.7482
Ap3 Thereisfast return of investment if cooperating with the company 0.7055
Ap4 The cooperation improvesthe quaity of the products 0.7645
Ap5 The cooperation reduces the production cost of the products 0.7094
Apb6 The cooperaion reduces the inventory management cost of the products 0.6205

Cronbach’s alphas is 0.70 or more would be best, 0.60
t00.70isstill acceptable??, Inthisresearch, wemake
0.7 asaminimum standard of Cronbach’s alphas. Va-
lidity includes convergent vaidity and discriminant va:
lidity. Convergent vaidity test includestwo aspects. First
inthe confirmatory factor analysis (CFA), factor |oad-
ing of each variable should be above 0.6. Second, the
average variance (AVE) of each factor iscalculated, if
isabove0.5, indicating ahigh convergent validity of
measured item. For discriminant validity, if thesquare
root of AV E of eachfactor isgreater thanitscorrelaion
coefficient with other factors, showing that the mea-
surement model hasgood discriminant validity.

Using SPSS 18.0 software ca culated Cronbach’s
dphasof eechvariableandtheresultisshownin TABLE

1. Thevalues of the Cronbach’s alphas are above at
0.7, indicatinghighrdiability of thescdeof thisresearch.
And we conducted confirmatory analysisto the mea-
surement model by using PLS-Graph softwareand the
resultsareshownin TABLE 1. Thestandard | oading of
al factorsareabove 0.6, compositereliability (CR) are
greater than 0.80, AV E are greater than 0.5, meaning
that the scale hasagood convergent validity.

The squareroot of AVE of each factor isgreater
than itscorrel ation with other factors, indicating good
discriminant vaidity. Theresultsareshownin TABLE
2.

Hypothesistesting
We used PLS-Graph to make empiricd test. Fig-
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TABLE 2: Analysisof discriminant validity

Tr Rc Is Ap
Tr 0.785
Rc 0.634 0.723
Is 0.616 0.483 0.782
Ap 0.680 0.599 0.544 0.714

Note: Trust=Tr, Relationship commitment=Rc, Information
sharing=Is, Alliance perfor mance=Ap; Diagonal valuesrepre-
sent the AVE; Non-diagonal values represent the values of the
square of the correlation coefficient

ure 2 showsthe standardized path coefficient of each
hypothes srelationshipinthestructureequation of trugt,
rel aionship commitment, information sharingand dli-
ance performance. The R?value of relationship com-
mitment, informati on sharing and dliance performance
are40.2%, 39.3%, 52.6% respectively, indicating that
themode explained substantid variaionsinthesevari-
ables. HypothesisH1a, H1b, H1c, H2a, H2b and H3
are supported.

DISCUSSIONS

(1) Information sharing hasasignificant positiveimpact
on the aliance performance (3=0.164, p<0.01).
HypothesisH1aissupported, whichindicatesthat
if farmers share morefood traceabl e production
information with thecompany, thedliance perfor-
mancewill improve.

(2) Farmers’ trust to the company has a significant posi-
tiveimpact oninformation sharingin cooperation
(8=0.517,p<0.001). Hypothesis H2a is supported.

Information
Sharing

Agricultural companiesshould improvefarmers’
trust, whichisbeneficial to information sharing, re-
ducethebullwhip effect and increased liance per-
formance.

(3) Farmers’ relationship commitment to the company
hasasgnificant pogtiveimpact oninformeation shar-
ing in cooperation (3=0.156, p<0.01). Hypothesis
H2b is supported. Thisindicatesthat rel ationship
commitment will contributeto improvingtheinfor-
mation sharing between trading partners. In Chi-
neserurd areas, farmers’ relationship commitment
playsavery important rolein social contact dueto
aclosed environment.

(4) Farmers’ trust to the company positively affects al-
liance performance (3=0.417, p<0.001) and Re-
lationship commitment (3=0.634, p<0.001). Hy-
pothesisH1b and H3 are supported. Relationship
commitment al so hasasgnificant positiveeffect on
dliance performance (8=0.255, p<0.001). Hypoth-
esisH1cissupported. Thisindicatesthat trust not
only directly affectsaliance performance, but a so
indirectly affectsit through rel aionship commitment.
In other words, trust can facilitatetherecognition
and internaization of va ues between partnersand
hasvery animportant influence onalong-term ori-
entation cooperation. Therefore, inorder to main-
tainthedliancegtahility, agribusinessin Chinashould
build the mechanism of mutud trust with farmers,
which canimprovethelevel of relationship com-
mitment between them, increasethe both parties’
profit.

O 1644
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Note: *** p <0.001, ** p <0.01
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Figure2: Sandard path coefficients

BioTechnology —

Hn Tudian Jounual



BTAIJ, 10(4) 2014

Shaoling Fu and Jiabao Lin

975

CONCLUSION

Based ontheaboveempirica andysis, wecan con-
cludemanagement practice. If an agribusnesscanmake
farmerstrust and commit toit, information sharing be-
tween farmers and the company will be improved.
Therefore, government departments are suggested to
pay moreattentionsto the company’s relational gover-
nance to farmers when assessing and selecting
agribusinesses. Inthisway, first, if farmersaremore
stimulated to share the production information, theag-
ricultural company will effectively control the agricul-
tural production process. Second, it canmakefull use
of the advantage of cooperation between the
agribusinessand farmers, increasethe farmers’ profit,
and promoteagricultura industridization of China

Althoughwegot someuseful conclusions, thereare
severd limitationsthat should be considered. Thisre-
search used thedatafrom Guangdong and Hainan Prov-
incein China, whichlimited the gpplication of themode
to other areas. Therange of samplesshould beexpanded
to makethemodd moreuniversal. we should examine
theattributesand dimens onsof trust and Relationship
commitment. Thereisgtll nounified messurement of these
variables. Besdes, thevariablesaremulti-dimensiond,
for instance, trust can bedividedinto capability trust and
goodwill trust, and rel ationship commitment can bedi-
videdinto normétivere ationship commitment andinstru-
menta relationship commitment. It will bemoreconvinc-
ingif wemeasurethevariableswith moreitems.
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