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Abstract

IS research has studied how buyers and suppliers can benefit from improved information visibility in supply chains
characterized by uncertainty. However, the relation-specific information processing solutions that provide visibility can
only be exploited if the two firms engage in sufficient coordination efforts. This work takes a nuanced look at how
dyadic benefits are derived in the supply chain. Drawing on the information processing view, resource-based view, and
transaction cost theory, this study explicates how buyer performance can result from buyer’s use of relation-specific
information processing solutions and supplier’s relational responses. Two interfirm information processing solutions
are proposed and examined: the use of IT-based systems for planning and control, and the use of relational (normative)
contracts. Based on a sample of 144 manufacturing firms, eight of the nine proposed research hypotheses receive
empirical support using PLS analysis. The findings suggest that as buyers and suppliers utilize the IT and relational
solutions, they induce relation-specific responses represented as supplier’s business process investments and modification
flexibility, which in turn lead to positive buyer outcomes. The results help us gain a more granular understanding on
how relation-specific interfirm information processing solutions can lead to performance through enhanced interfirm
governance capabilities.
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