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Abstract 

 
This paper investigates the implications of interorganizational-trust for the performance 

of exchange relationships between buyers and suppliers and considers the role of varying 

antecedents of trust on this performance.  It develops a theory of the relationship between 

exchange performance and two distinct sources of interorganizational-trust—trust arising out of 

past interactions or the institutional environment that existed prior to the focal transaction, which 

we call exogenous trust, and trust that is intrinsic to the mode of governance used, which we call 

endogenous trust.  The central focus of this paper is to consider in detail the role that exogenous 

interorganizational-trust plays in both directly enhancing exchange performance and indirectly 

enhancing exchange performance by facilitating the use of less costly modes of governance.  

Drawing on a sample of 222 sourcing arrangements for components from two assemblers in the 

automobile industry, we evaluate our hypotheses using a novel three-stage switching regression 

model.  We find broad support for our theory that exogenous interorganizational-trust enhances 

performance both directly and indirectly through governance choice.    




