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ABSTRACT

Professional service has long been regarded as an academic discipline and has been playing an
increasingly important role in service intensive economies like Hong Kong. However, prior
studies have paid limited attention to professional service and have rarely articulated and
examined what the antecedent factors are and how those factors impact professional firms’
behaviour of cooperation and opportunism, which in turn impact on the firms’ service
performance. While marketing literature offers much knowledge in the buyer–seller relationship
between suppliers and customers, there is limited research on the professional-client relationship
that reveals the interactive mechanism between the professional firms and client firms in
professional service.
With a thorough review of literature on professional service, the power-dependence theory,
transaction cost economics, and the enormous amount of empirical studies in the professional
and theoretical paradigms, I propose a research model with nine hypotheses that integrate client
firms’ mediated power, client firms’ non-mediated power, and professional service firms’
dependence asymmetry as the antecedent factors and moderators to examine their impacts on
professional service firms’ cooperation, opportunism, and performance. This study will also
explicate the extent to which professionalism moderates the relationships (1) between
professional firms’ cooperation and service performance, and (2) between professional firm’s
opportunism and service performance.
Using property valuation as the subject of professional service in my study, the objectives
of my research are (1) to fill the knowledge dearth in the professional service literature with
ii

empirically justified evidence of professional firms’ cooperation, opportunism, and service
performance; (2) to unveil the impacts of client firms’ mediated power and non-mediated power
and valuation firms’ dependence asymmetry on the valuation firms’ cooperation and
opportunism; (3) to examine the extent to which valuation firms’ dependence asymmetry
moderates the relationships between client firms’ non-mediated power and valuation firms’
cooperation and between client firms’ mediated power and valuation firms’ opportunism; (4) to
unveil the extent to which valuers’ professionalism moderates the relationships between the
valuation firms’ cooperation and service performance and between the valuation firms’
opportunism and service performance; and (5) to make theoretical and practical contributions
with significant empirical findings for the discipline of professional service.
Two brainstorming meetings were held with senior valuers in valuation firms and
investment managers in property developer firms in Hong Kong. The meetings deepened my
understanding of these professional services and confirmed the content validity of measurement
items for the constructs in my research model and the questionnaire development. Using the
information gained through the meetings, two questionnaires were designed for the respondents
of valuers and investment managers. A dyadic survey approach was deployed to administer the
surveys and data collection. Finally, 260 matched and useful samples were collected from the
respondents.
I conduct a structural equation modeling analyses on my research model with the dataset.
The outcomes statistically confirm my research model and significantly support five hypotheses.
Specifically, my study found that client firms’ non-mediated power and valuation firms’
dependence asymmetry had significant impacts on valuation firms’ cooperation and opportunism.
Valuation firms’ dependence asymmetry also had a significant effect on their firms’ opportunism.
On the other hand, cooperation strongly and significantly mitigated valuation firm’s opportunism,
iii

and opportunism has a significant and negative influence on valuation firms’ service
performance. In addition, the outcomes of moderation and post hoc analyses in my research
present statistical evidence that professionalism has a significant and positive moderation effect
on the relationship between cooperation and service performance, and concurrently,
professionalism has a negative and significant moderation effect on the relationship between
opportunism and service performance.
The research outcomes and findings have achieved my research objectives, provided
answers to my research questions, and made significant theoretical and practical contributions.
The findings deepen extant understanding with clear evidence that, in interfirm professional
service, client firms’ mediated power is not a determinant antecedent, and the power-dependence
theory does not have strong explanatory power for predicting interfirm professional service
performance. To the contrary, valuation firms’ dependence asymmetry significantly determines
valuation firms’ cooperation and opportunism in professional service. Notably, my distinctive
contribution to current knowledge in professional service is the moderation effects of
professionalism. It significantly enhances the relationship between cooperation and service
performance and simultaneously mitigates the relationship between opportunism and service
performance. Overall, my findings unveil the idiosyncratic nature of professional service and
contribute to the theory development in the discipline.
Finally, this study paves avenues for further research in professional service. I have
suggested a few directions for future studies such as to examine the resource dependence
between the professional firms and client firms in order to find more rigorous evidence for
theorizing and practicing professional service.
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CHAPTER

ONE

INTRODUCTION

This Chapter provides an overview of my study. I begin with introducing the academic and
practical background of professional valuation service as the research context for this study.
Then, I elaborate my research motivation and the reasons why I conducted my DBA degree
research in this context and describe the research objectives and research questions of this study.
Finally, I conclude my introduction with a brief overview of this thesis structure.

1.1.Background
Hong Kong economy is deeply associated with the property market. The property industry is
considered a sustainable “pillar” to economic growth (Baum, 2009; Hui et al., 2007; McKenzie
et al., 2011). Within the industry, the well-established professional property valuation service is
essential for property investors and developers to make astute investment decisions.
In the property market, the information availability and accessibility of commercial properties
may be asymmetric for property developer firms and professional valuation firms (Adair et al.
1998). As such, property developer firms often seek assistance from professional service
providers (property valuation firms) to conduct appraisal services and deliver quality valuation
reports together with professional advice. Indeed, property developer firms benefit from the
professional service because engaging the service may help to mitigate uncertainties and risks
involved in property investment and support the property developer firms in making sound
investment decisions (Bakker, & Gruis, 2018; Hager, & Lord, 1985; Jackson, & Orr, 2019; Lim
1

et al., 2006; Kucharska-Stasiak, 2013).
Property valuation is a professional service that refers to “the art, or science, of estimating the
market value for a specific purpose of a particular interest in property at a particular moment
in time, taking into account all the features of the property and also considering all the
underlying economic factors of the market, including the range of alternative investment”
(Millington, 2000). Professional valuers act on behalf of the valuation firms to serve as
independent professionals to carry out valuation services and advise on the fair market value of
prospective properties, and, of course, they receive compensation for the professional services
rendered (Amidu, & Boyd, 2018; Baum, & Crosby, 2014; Geltner et al., 2007; Klamer et al.,
2018).
Very often, valuers face a dilemma when providing the valuation service. On the one hand,
the property valuation service is governed by the Code of Practice of the professional body, for
example, the Royal Institution of Chartered Surveyors (RICS), the Valuation Professional
Standards (RICS, 2012), Valuation Global Standards (RICS, 2017), and the International
Valuation Standards (IVSC, 2013). Valuers should observe the respective code and behave
professionally to provide objective and independent appraisals or advice on the valuation. On
the other hand, valuation is a commercial undertaking as valuers have interest in generating
revenue for their firms’ business sustainability. Therefore, valuers may need to deliver
satisfactory, or in some cases, “customized”, valuation report for their clients, especially for
those client firms who have strong mediating power, such as financial reward power, which can
substantially influence the valuation firms’ cooperation, opportunism, and service performance
(Bachmann, 2001; Benton & Maloni, 2005; Amidu et al., 2008; Gallimore & Wolverton, 2000).
Therefore, it is interesting to determine what are the specific factors that may influence valuation
firms’ cooperation and opportunism when providing the valuation service, and how valuers
2

behave to balance among professional service standards, customized valuation solutions, and
valuation firms’ interest in service income (Achu, 2013; Brown, 1985; Hui et al., 2007; Levy, &
Schuck, 2005; Lim et al., 2006; Lo, 2011; Truck, & Lutzkendorf, 2008; van Vuuren, 2017).
Keeping these issues in mind, I conducted a thorough review of professional service and
interfirm exchanges in the academic and professional literature. However, I found that extant
knowledge in the literature of professional service related to commercial property valuation
provides limited explanation to clients’ influence, valuation firms’ behaviour, and also their
interactions in the property valuation process.

This in turn would impact the valuation firms’

service performance. Therefore, it is worthwhile and significant to conduct research on these
issues to enrich the current understanding of client firms’ influence, the interdependent and
interactive relationship between property developer firms and valuation firms, the impact of
valuer’s professional ethics, the valuer’s cooperative and opportunistic behaviours when
undertaking the valuation service, and the valuation firms’ service performance in property
valuation (Amidu, 2016; Amidu, & Boyd, 2018; Baum et al., 2000; Gundlach, & Cadotte, 1994;
Wyman et al., 2011).

1.2.Research Motivation
I have been working as a senior executive in a leading property developer firm in Hong Kong
for many years and have participated on many occasions in making property investment
decisions. I clearly understand the importance of valuers’ roles, valuation firms’ performance,
and the significance of that performance for my firm’s business growth. In fact, my firm has
outsourced property valuation services to different valuation firms for years. I have contacted
and worked with valuers and have viewed many valuation reports. I have also developed close
working relationships and trustful friendships with many valuers.
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However, I find that for the same piece of property, different valuation firms may come up
with different valuation figures and advice for their clients. As a result, it is not uncommon that
property developer firms submit substantially different bid prices for the same piece of property
in a tender process. It is a common belief that valuers and valuation firms play key roles in
advising their client firms on bidding prices. If so, why are there such big differences in the bid
prices? Do the client firms influence the valuation firms to produce their desired numbers? Do
the valuers, on behalf of their valuation firms, behave cooperatively or opportunistically with the
investment managers of property developer firms in the valuation process?
I have reviewed many academic and professional literatures with an aim to satisfy my
curiosity as to what extent client firms influence valuation firms’ behaviour and performance in
valuation service. However, the extant academic and professional literature provides limited
clues to my question above. As a result, the dearth in the literature and my personal curiosity
motivated me to conduct this dissertation research in my DBA study to investigate what factors
and how these factors influence valuation firms’ behaviour. Furthermore, through the interaction
with the client firms, how do valuers behave and provide satisfactory quality valuation service
to meet client firms’ needs?

1.3.Research Objectives and Questions
With strong motivation, I determined to conduct an empirical study of the professional property
valuation service. The objectives of this research are to create new findings and knowledge for
filling the current literature gap with the understanding of what are the factors and their
relationships, and to what extent these factors and relationships influence valuation firms’
cooperative and opportunistic behaviours and consequently impact service performance. The
findings are anticipated to deepen the current understanding of the effects of client firms’ power

4

factors, valuation firms’ dependence asymmetry and valuers’ professionalism on valuation firms’
cooperation and opportunism and, in turn, on the service performance. It is also predicted that
the findings can make some theoretical contributions to theory development in professional
service and practical contributions to valuation firms’ service as well as client firms’ decision
making in commercial property investment. To accomplish these objectives, I have developed a
research model and nine hypotheses to specify the relationships with the purpose of finding
answers to the following research questions:
(1) What are the client firms’ power factors and to what extent these factors impact valuation
firms’ cooperation and opportunism in property valuation service?
(2) Does valuation firms’ dependence asymmetry (high dependence on the client firm)
strengthen valuation firms’ cooperation and concurrently mitigate valuation firms’
opportunism?
(3) To what extent do valuation firms’ cooperation and opportunism impact the valuation
service performance?
(4) To what extent does valuers’ professionalism enhance the relationship between valuation
firms’ cooperation and service performance and, concurrently mitigate the relationship
between valuation firms’ opportunism and service performance?

1.4.Structure of This Thesis
This thesis is organized as follows: Chapter Two provides my literature review on the current
knowledge of professional service, the notional and empirical studies of professionalism, as well
as the power dependence theory and the theory of transaction cost economics, which are
deployed as the theoretical underpinnings of interfirm professional service in this study. My
review focuses on studies related to client firms’ power, interfirm dependence, and interfirm
5

cooperation and opportunism. Chapter Three presents my research model and hypothesis
development.

Chapter Four describes the research methods used to collect raw data from the

respondents of valuers and investment managers.

Chapter Five presents the statistical analysis

and outcomes on the research model and hypothesis testing.

I discuss my research findings in

Chapter Six. Finally, Chapter Seven discusses my theoretical contributions to advance extant
knowledge in professional service and practical contributions to valuation and property
developer firms. Limitations of this research and suggestions for future studies are also presented
in this Chapter.

6

CHAPTER

TWO

LITERATURE REVIEW

This Chapter presents my literature review in detail. First, I clarify the concept of interfirm
relationship in a dyadic service setting. Second, I review the literature on professional service,
the notion of professionalism, and the empirical studies on professionalism as well as the
professional property valuation service in Hong Kong. Finally, I explicate my research
underpinnings to the interfirm relationship of professional service: power-dependence theory
(Casciaro & Piskorski, 2005; Emerson, 1962; French & Raven, 1959; Kim et al., 2005; Molm et
al., 1999) and the theory of transaction cost economics (Geyskens et al., 2006; Macher &
Richman, 2008; Rindﬂeisch & Heide, 1997; Williamson, 1975, 1985, 1996). Particularly, my
review focuses on those empirical studies that have deployed the theories and examined the
factors of firms’ power, interfirm dependence, cooperation and opportunism.

2.1. Interfirm Relationship
Interfirm relationship can be generally defined as the continuous commercial connections in a
dyadic interfirm setting. In this study, it is necessary to clarify the interfirm relationship between
a professional property valuation firm and a property developer firm or client firm. A common
understanding and practice of interfirm relationship is that interfirm transactions are actually
developed and sustained by the interfirm boundary spanners (Ferguson et al., 2005; Stock, 2006):
valuers who provide the property valuation service on behalf of the property valuation firms and
7

the investment managers who represent the property developer firms to manage the outsourced
valuation project.
Figure 2.1 illustrates such a dyadic interfirm relationship in which valuers and investment
managers are the boundary spanners acting on behalf of their firms. The valuers and managers
communicate with each other to coordinate and collaborate valuation activities in the valuation
process. They may behave cooperatively or opportunistically when performing the service
functions and activities.

A
Property
Valuation
Firm

Valuers

Relationship and Interaction

Investment
Managers

A
Property
Developer
Firm

Figure 2.1. The Interfirm Relationship in Professional Property Valuation Service

2.2. Professional Services as My Research Context
2.2.1. Profession, Professional, and Professionalization
As defined in the Oxford Dictionary, profession means a paid occupation that involves prolonged
training and a formal qualiﬁcation. According to the sociology literature (Evetts, 2003, 2011,
2012), however, profession differs from occupation when a special status is conferred upon it by
fulﬁlling certain criteria. “It is an attractive prospect for an occupation to be considered a
profession and for occupational workers to be identified as professionals” (Evetts, 2003). The
difference between occupations and professions is further clarified by Evetts (2003):
“Professions are essentially the knowledge based category of occupations which usually
follow a period of tertiary education and vocational training and experience. A different
way of categorizing these occupations is to see professions as the structural,
8

occupational and institutional arrangements for dealing with work associated with the
uncertainties of modern lives in risk societies. Professionals are extensively engaged in
dealing with risk, with risk assessment and through the use of expert knowledge, enabling
customers and clients to deal with uncertainty”.
As such, professionals can be defined as the occupants who are professionalized through the
process of professionalization for the practice of a profession. Professionalization refers to the
learning and training processes to achieve a specific professional status that is awarded by a
professional institute or association and recognized by the public in society or the world (Evetts,
2003). Professionalization is also considered the process to pursue, develop, and maintain the
closure of the occupational group in order to maintain professionals’ own interests in terms of
their income, status, and power as well as the monopoly protection in an occupational jurisdiction
(Evetts, 2012). In addition, professionalization is especially important to newly emerging
occupations (surveyors, managerial and IT consultants, HRM psychologists, social workers, etc.)
for the achievement of professional status and social recognition through occupational
standardization of education, training, qualification, and license for offering professional service.

2.2.2. Professional Service
In service management, service usually refers to many forms of customer contact operations such
as ﬁnancial services, insurance services, hospitality and entertainment services, to name a few.
The literature in customer services focuses on product-centered and transactional service
encounters between customers and service employees such as those services occurring in
convenience stores, fast food restaurants, supermarkets, and banks. Research findings have
accumulated much knowledge on how to organize and empower service employees to handle
temporary, impersonal, and non-recurring interactions with customers (Bowen & Jones, 1986;
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Bowen & Lawler, 1992; Walsh & Gordon, 2010).
In particular, research in service management has examined the determinants of customer
satisfaction, service quality, performance (Parasuraman et al., 1985, 1988; Tam, 2004),
relationship marketing and relationship quality in transaction-based encounters with customers
(Berry, 1995; Cronin & Taylor, 1992; Rauyruen & Miller, 2007). Although the knowledge of
quality service delivery is of ultimate importance, extant literature provides limited
understanding of professional service and the effects of service providers’ behaviour on
professional service for client firms (Bowen & Jones, 1986).
Given the rapid changes in business operation and technology advancement, professional
service has been an increasingly important sector in terms of the contribution to the economy,
occupational specialization, and industrial development (Lewis & Brown, 2012). In this study,
property valuation is considered as a kind of professional service which is defined as a
specialized customer service offered by professionals who perform the service with highly
sophisticated, knowledge-based, insightful expertise to tailor client scenarios, meet clients’ needs,
and provide mutual satisfactory service outcomes to clients’ problems.
Particularly, valuation service possesses the following characteristics of professional service
(Dinger et al., 2015; Lawrence et al., 2016; Lewis & Brown, 2012; Walsh & Gordon, 2010):
(1) widely accepted and uncontested authority and credibility over their clients in the
worldwide profession;
(2) rigorous code of conduct and service ethics issued and regulated by professional
institutions or associations;
(3) cross-disciplinary and unquestionable knowledge, expertise, and skills to handle
complicated

services

(e.g.,

international
10

commercial

property

investment,

merger/takeover of property operations, technology involved property investment);
(4) long-term oriented and interdependent professional–client relationship between service
providers and clients in service settings;
(5) academic and professional qualifications, autonomy, professional or personal judgement
in service delivery, and years of experience in the profession;
(6) sophisticated service scope and scale – handling intertwined factors, entities, and
stakeholders involved in the process of service accomplishment;
(7) uncertainty and risks involved in the professional service, including political, social,
economic, technological factors involved in judgement, decision-making, and service
outcomes;
(8) flexible service process and service time, high level of contacts and interactions, and the
involvement of intensive service manpower; and
(9) the involvement of a large extent of value, costs, and time in the service delivery.
Therefore, valuation service is a distinctive professional service within the service management
context. This professional service deserves much academic and professional attention to unveil
the mechanism of how and to what extent quality service performance can be effectively
accomplished for client firms.

2.2.3. Professional Service Firms
Due to the distinctiveness and contributions of professional service, professional service firms
(PSFs) have drawn much academic and practical attention since the 1990s. Since then, a body of
literature for understanding and management of PSFs has been created (Abbott, 1991; Alvesson,
1995; DeLong & Nanda, 2003; Empson, 2007; Greenwood et al., 2007; Greenwood et al., 1990;
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Greenwood et al., 2005; Nanda, 2002.; Scott, 1998; Stumpf et al., 2002; Von Nordenﬂycht, 2010).
In general, PSFs are defined as organizations, commercial firms, and social platforms for
professionals to provide professional services to clients. Based on the examination of the types
and a review of the conceptual history of PSFs, Von Nordenﬂycht (2010) classified PSFs into
four categories: classical (or regulated) PSFs, professional campuses, non-PSFs, and technology
developers. This classification was based on three dimensions of PSFs: knowledge intensity, low
capital intensity, and professional workforces. The common and primary assets among PSFs are
intellectual and professional workforces (Alvesson, 1995; Scott, 1998). The PSFs outputs are
generally intangible services embedded with much knowledge in both wide disciplines and
specific clients’ business operational contexts (Greenwood et al., 2005). Law and accounting
firms, for example, are classical or traditional PFSs, as they possess the highest degree of
professional service intensity, “they reflect the classic or archetypal view of professions that
includes ideology and self-regulation” (Von Nordenﬂycht, 2010). A professional ideology
consists of a set of ethical norms in the explicit code of conduct and is reinforced by professional
associations.
Firms such as property valuation firms have been considered as non-classical but new PSFs,
because their services “shift from professionalism to knowledge intensity more broadly” (Von
Nordenﬂycht, 2010). Increasingly, these PSFs have been playing important roles in knowledgebased and service-intensive economies and have been more approachable to wide spectrum of
clients. The profession has been maturing, transforming property valuation services into
professional services with established professional associations, regulations, certification, and
standardization and licensing (Abbott, 1991; Stumpf et al., 2002).
In the service performance perspective, PSFs provide not only professional services but also
commercial services to make profits and sustain growth and continuity (Greenwood et al., 2005).
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However, as professional services are unique and different from ordinary customer services,
professional services are guided by the norms of ethical codes that address client concerns.
Professional service is also a typical credence service, as it requires clients to evaluate the PSF’s
performance after service delivery not only from an economic and financial viewpoint, but also
from the relationship perspective of mutual satisfaction and service quality (Macintosh, 2009;
Rauyruen & Miller, 2007).

2.2.4. Professionalism
My literature review of professional service reveals that the notion of professionalism is
originated from the discipline of sociology. Professionalism was originally confined to legal
professionals and now it emphasizes more on the ideological and occupational roles of a
profession for the stability and civility for a society. For example, Carr-Saunders and Wilson
(1933) viewed professionalism as a force for stability and freedom against the threat of
encroaching

industrial

and

administrative

bureaucracies.

Parsons

(1939)

regarded

professionalism as an important and highly desirable occupational value. Professionals were
collegial, cooperative, and mutually supportive. He addressed how the capitalist economy, the
rational-legal social order, and professions were all interrelated to maintain social stability with
normative social orders.
With the development of occupational specialization (Evetts, 2003, 2011), many
occupations gradually acquired professional status. These include professionals in medicine,
nursing, artists, architecture, and surveyors. In business communities, professionalism is no
longer confined to traditional professions such as lawyers and accountants. Instead, it is broadly
used to encompass wider occupational characteristics if new professionals adhere to the
ideological principle of professionalism and provide professional services with appropriate
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professional attitudes and behaviours (Evetts, 2011, 2012; Lawrence et al., 2016; Von
Nordenﬂycht, 2010; Walsh & Gordon, 2010).
Sociologists have devoted much effort to conceptualizing and operationalizing
professionalism.

They have identified the common features that distinguish professions from

other categories of occupations – a means of organizing professional service and controlling
professionals in their professions (Evetts, 2011). However, the concept of professionalism has
been increasingly blurred because a large number of occupations have been professionalized in
the past decades, and more will be professionalized in the future (Boyt et al., 2001; Lee, 2014).
In line with the studies by Hall (1968) and Kalbers & Fogarty (1995), my study defines
professionalism as the professionals’ mindset and normative characteristics within which
professionals view their profession and behave in line with the professional code of conduct.
Thus, professionalism is associated with professional associations and shares knowledge,
expertise, skills, status, experience, and confers a sense of higher standards and beliefs towards
professional work. Evetts (2012) clarified professionalism into the organizational and
occupational types with characteristics as shown in Table 2.1.

Table 2.1. Dimensions of Professionalism
Organizational professionalism

Occupational professionalism

ª

Discourse of control used increasingly
by managers in work organizations

ª

Discourse constructed within
professional groups

ª

Rational-legal forms of authority

ª

Collegial authority

ª

Standardized procedures

ª

Discretion and occupational control of
the work

ª

Hierarchical structures of authority and
decision-making

ª

Practitioner trust by both clients and
employers

ª

Managerialism

ª

Controls operationalized by
practitioners

ª

Accountability and externalized forms of
regulation in target-setting and service

ª

Professional ethics monitored by
institutions and associations
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performance review
ª

Linked to Weberian models of
organization

ª

Located in Durkheim’s model of
occupations as moral communities

Source: Evetts (2012, p. 7).

Extant literature indicates that professionals exhibit professionalism in multi-dimensional
perspectives for performing their professional service (Bartol, 1979; Dinger et al., 2015; Kalbers
& Fogarty, 1995; Lui et al., 2003). In particular, Hall (1968) and Snizek (1972) conceptualized
professionalism with five dimensions:
(1) Autonomy – professionals are able to execute their own right and make decisions and
not be told what to do by others;
(2) Professional association (or associations) as a referent – the association reinforces
the values, beliefs, and identity of a profession, develops a specialized knowledge
base, socializes the profession, upholds professional norms and standards, controls
knowledge scarcity, and erects professional barriers;
(3) Belief in public service – a strong belief in the professional service as it is
indispensable and beneficial to society, and the society functions better with their
professional service;
(4) Sense of calling to the field – commitment to the profession and the feelings of
professional service as true life; and
(5) Belief in self-regulation – Given the power and highly specialized knowledge, it is
the professional peers and colleagues rather than outsiders to judge and regulate the
profession.
Other scholars have characterized professionalism with a structural dimension at the profession
level and an attitudinal dimension at the organizational-professional level (Boyt et al., 2001;
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Evetts, 2003, 2011; Parkan, 2008). Particularly, the structural dimension consists of the factors
of (1) systemic body of knowledge, (2) professional associations, (3) professional autonomy, and
(4) code of ethics. The attitudinal dimension of professionalism deploys the factors of (1)
professional value (customer service orientation), (2) behaviour orientation (self-regulation), (3)
advance expertise (knowledge pursuance), and (4) social status of professional (sense of calling).
Nevertheless, professionalism is clearly a notion with multiple dimensions. Professionalism
reflects professionals’ sense of a high professional standards and beliefs towards professional
services (Bartol, 1979). The dimensions manifest professionals’ ideological, attitudinal, and
behavioural characteristics, which are developed in education, professional training, certification,
experience in the workplace, and socialization with others in professional associations.
Consequently, the dimensions may impact professionals’ behaviour and result in professionals’
work commitment, job satisfaction, and performance (Boyt et al., 2001; Dinger et al., 2015; Lee,
2014; Lui et al., 2003).

2.2.5. Research on Professionalism
In Table 2.2, I present a summary of the literature review on professionalism and its
consequential effects. For example, Evetts (2013) argued that professionalism was a key concept
in the sociology of professional work and organizations, as professionalism reflected
professionals’ value and ideology. He also examined the concept of professionalism, its history,
current developments, and the consequential effects of professionalism in work contexts and
employment conditions.

Noordegraf (2007) provided a conceptual discussion on

professionalism in public sectors. Some research questions included what professionalism was
and what were the effects of professionalism in ambiguous or risky circumstances. The study
portrayed professionalism as “controlled content”, and traced a transition from “pure” to “hybrid”
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professionalism in domains such as health care and social work. Thus, Noordegraf (2007)
extended the notion of professionalism and provided a basis on which to examine the context
and effects of professionalism in professional service.
In an empirical study perspective, Snizek (1972) operationalized the measurement scale
created by Hall (1968) and determined the appropriate criteria and measurement components of
professionalism: use of the professional organization as a major referent, belief in public service,
belief in self-regulation, sense of calling to the field, and a feeling of autonomy. A shorter version
of Hall’s original scale suggested both stratified and total scale reliability. Recently, Lee (2014)
empirically clarified the conceptual confusion on the construct of professionalism and
distinguished the attitudinal dimensions of professionalism at the individual level. That study
focused on knowledge pursuance, self-management, sense of calling, and customer orientation
as signiﬁcant factors in the professional attitude of service providers and analyzed their impact
on the service provider’s service quality efﬁcacy. The findings showed that a sense of calling and
customer orientation were essential professional attitudes, which had a positive and signiﬁcant
impact on functional and interactive service quality.
Regarding the empirical studies on the impact of professionalism, Bartol (1979)
investigated the relationships between professionalism dimensions and organizational outcomes
in the employment of professionals: organizational commitment, role stress, turnover, and
turnover expectancy. While the findings from Bartol’s (1979) study revealed that rewards
promote professional behaviours, they also hinted that rewards may discourage professional
behaviour if the reward structure of the professional firms was tied to sales/revenue from
professional service instead of professionalism. Therefore, further research on the impact of
professionalism on service outcomes is necessary. In addition, Boyt et al., (2001) tested a job
satisfaction model to examine the role of rewarding professionalism. The authors investigated
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whether rewards for professional behaviour fostered professionalism and esprit de corps (a set
of enthusiastically shared feelings, beliefs, and values about group membership and performance)
to enhance job satisfaction for professional service providers. Their findings indicated that a
reward structure favoring professional behaviour directly led to employees’ high job satisfaction.
In a professional service perspective, Hampton and Hampton (2004) empirically studied the
impact of professionalism, market orientation and reward structure on certified nurse–midwives’
job satisfaction. The scale of professionalism developed by Hall (1968) and revised by Snizek
(1972) was used to examine the relationships with data collected from 543 health care providers.
The results indicated that professionalism and rewards positively related to job satisfaction and
market orientation.
While this study showed the effects of intrinsic motivation on professionalism, the influence
of extrinsic motivation/reward is not yet revealed. Therefore, this becomes a remaining research
question to be answered. More recently, Dinger et al., (2015) empirically investigated the role
of professionalism in the information technology (IT) workforce. They found that
professionalism demonstrated positive relationships with intrinsic motivation, job satisfaction,
and job performance, and managers may benefit from a more satisfied, harder-working IT
workforce.
Overall, these studies clearly indicate that professionals exhibit professionalism in multidimensional perspectives when performing professional service. In particular, the five
dimensions of professionalism developed by Hall (1968) and Snizek (1972) have profound
implications to further empirical study. They are: (1) Autonomy – professionals have their own
right to make decisions and are not told what to do by others; (2) Professional association (or
associations) as a referent – the association reinforces the values, beliefs, and identity of a
profession; develops a specialized knowledge base; socializes the profession; upholds
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professional norms and standards; controls knowledge scarcity; and erects professional barriers;
(3) Belief in public service – a strong belief in the professional service as it is indispensable and
beneficial to society, and society functions better with their professional service than without; (4)
Sense of calling to the field – commitment to the profession and the feelings of professional
service as true life; and (5) Belief in self-regulation – given the power and highly specialized
knowledge, the professionals and colleagues judge and regulate the profession. Table 2.2
summarizes my reviewed studies of professionalism.
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Table 2.2. Reviewed Studies on Professionalism and the Effects of Professionalism
Source

Construct

Findings

Bartol, K.M. (1979).

Professionalism, role

This study investigated the relationship between the professionalism

Professionalism as a predictor of

stress, commitment,

dimensions and organizational outcomes of employment of professionals:

organizational commitment, role

and turnover.

organizational commitment, turnover, and turnover expectancy. It also

stress, and turnover: A

evaluated the impact of the perceived use of professional reward criteria on the

multidimensional approach.

professional-organizational interface reflected in organizational commitment,

Academy of Management Journal,

role stress, and turnover variables. Data came from 250 members of a national

22(4), 815 - 821.

association of computer specialists. The results indicated there is an inherent
conflict between professionals and their organizations. Professional attitudes
are related to greater commitment. No relationship was reported between role
stress and professionalism, which negatively predicts turnover expectancy.

Boyt, T. E., Lusch, R. F., & Naylor,

Professionalism, job

This study developed and tested a job satisfaction model that examines the role

G. (2001). The role of

satisfaction, reward

of rewarding professionalism. The authors examined whether rewards for

professionalism in determining

structure. shared

professional behaviour foster professionalism and esprit de corps (a set of

Job satisfaction in professional

feelings, beliefs, and

enthusiastically shared feelings, beliefs, and values about group membership

services: A study of marketing

values.

and performance) to further understanding of job satisfaction for professional

researchers. Journal of Service

service providers. Survey data from marketing researchers was used. The
authors examined the links between reward structures, esprit de corps, and job
20

Research, 3(4), 321-330

satisfaction. Findings indicated that organizations’ rewards developed the key
aspects of professionalism. A reward structure favoring professional behaviour
directly leads to higher esprit de corps and employee job satisfaction.

Pilling, B. K., & Eroglu, S. (1994).

Empathy, salability,

This empirical study used a 2x2x2 factorial scenario design to examine the

An empirical examination of the

professionalism,

impact of salesperson ability-related characteristics: empathy, professionalism,

impacts of empathy,

future sales,

and salability, along retail buyers’ demographics, on buyer’s likelihood of

professionalism, and

interaction of

listening to future sales presentation and placing an order. The findings

merchandise salability on retail

empathy and

revealed the importance of empathy and professionalism, and the interaction

buyers’ evaluation. Journal of

professionalism

effect of professionalism and empathy on the buyer’s likelihood of listening to
future sales presentation and placing an order.

Personal Selling & Sales
Management, 14(1), 45 - 58.
Dinger, M., Thatchr, J. B.,

IT Professionals, IT

This paper empirically investigated the role of professionalism in the

Treadway, D., Stepina, L., &

Workers, IT

information

Breland, J. (2015). Does

Workforce,

professionalism is related to attitudes, perceptions, and behaviours among IT

professionalism matter in the IT

Professionalism,

professionals

workforce? An empirical

Performance,

organizational commitment, perceived job alternatives, job performance, and

examination of IT professionals.

Turnover, Intrinsic

turnover). Data included supervisor evaluations and actual turnover data

Journal of the Association for

Motivation

drawn from 214 professionals. The researchers found that some dimensions of

Information Systems, 16(4), 281 -

technology
(including

(IT)

workforce.

intrinsic

A

motivation,

model
job

described
satisfaction,

how
and

professionalism demonstrated a positive relationship with intrinsic motivation,
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313.

job satisfaction, and job performance. As the IT workforce grows professional,
managers may benefit from a more satisfied, harder-working IT workforce.

Evetts (2003). The sociological

Profession and

This paper conceptually deﬁned ‘profession’ as an analysis of the appeal to

analysis of professionalism.

professionalism in

“professionalism” as a motivator for and facilitator of occupational change. It

International Sociology, 18(2):

change and in

examined sociological interpretations of professionalism (normative value and

395 –415.

different occupations

occupational powers). Sociologists used professionalism to understand the
prominence of knowledge work, occupational and organizational change,
promotion and facilitation of occupational change, and the balance between the
normative and ideological elements of professionalism in employment
situations.

Evetts, (2013). Professionalism:

Professionalism,

A conceptual article arguing that professionalism is a key concept in the

value and ideology, Current

History, current

sociologies of work, occupations, professions and organizations. The article

Sociology Review, 61(5-6), 778 –

development, and the

presents the different ways in which professionalism has been and is currently

796.

consequences of

being interpreted. The author examined the concept of professionalism, its

professionalism.

history, current developments, the consequences of changes in work contexts
and employment conditions for aspects of professionalism both as an
occupational value and as an ideology in the global context.

Cohen, A. & Kol, Y. (2004).

Professionalism,

This is an empirical study using data from 1035 nurses from hospitals in Israel

Professionalism and

justice in workplace,

and the OCB from their supervisors. Both the dimensions of professionalism
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organizational citizenship

Organizational CCB.

and OCB were analyzed and purified by using EFA. A hierarchical regression

behavior, Journal of Managerial

analysis indicated a strong support to a mediated model. That is the relationship

Psychology, 19(4), 386 – 405.

between professionalism and OCB mediates the justice in the workplace. The
support is stronger in Jewish nurses and the nurses with an academic
education.

Hampton, G. M., & Hampton, D. L.

Professionalism,

This empirical study considered the impact of professionalism, market

(2004). Relationship of

Market orientation,

orientation and reward structure on job satisfaction of Certified Nurse–

professionalism, rewards,

Reward structure,

Midwives (CNMs). Structural equation modeling is used to examine data

market orientation and job

and Job satisfaction

collected from 543 health care providers, and the scale of professionalism

satisfaction among medical

developed by Hall (1968) and revised by Snizek (1972) was used. The results

professionals: The case of

indicated that professionalism and rewards are positively related to job

Certified Nurse–Midwives

satisfaction. Professionalism and rewards were found to be positively

Journal of Business Research, 57,

correlated with market orientation. In turn, rewards were found to be strongly

1042 – 1053.

and positively related to professionalism. In addition, market orientation was
found to be strongly and positively related to job satisfaction.

Haywood-Farmer, J. & Stuart, F. I.

Profession,

This article describes a scale to measure the degree of professionalism of both

(). An Instrument to measure the

Professional,

a profession and an individual professional. The authors used the scale to

degree of professionalism in a

Professionalism.

differentiate between two sub-groups of the medical profession: 38 (38 per

professional service, The Service

Medical professional

cent) general practitioners and 78 (55 per cent) medical specialists. As
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Industries Journal, 10(2), 336 -

expected, medical specialists were found to be more professional. Possible

347.

managerial uses of the scale are discussed.

Hudiwinarsih, G. (2010).

Work experience,

This paper empirically examines the influence of experience, competency, and

Auditor’s experience,

Competency, and

independency toward auditor professionalism and the professionals under

competency, and their

Independency,

Public Accountant Office (KAP) in Surabaya. Data were collected by 41

interdependency as the

Professionalism

questionnaires from auditors. The result of multiple regression shows that

influential factors in

experience, competency, and independency influenced significantly toward

professionalism. Journal of

auditor professionalism. However, experience and independency had no effect.

Economics, Business and

On the contrary, competency influenced significantly and positively toward the

Accountancy Ventura, 13(3), 253

auditor professionalism.

– 264.
Lee, K. J. (2014). Attitudinal

Professionalism, Self-

This study clarifies the conceptual confusion in professionalism constructs and

dimensions of professionalism

efﬁcacy, Sense of

distinguishes the attitudinal dimensions of professionalism at the individual

and service quality efﬁcacy of

calling, Customer

level. It focused on knowledge pursuance, self-management, sense of calling,

frontline employees in hotels.

orientation, Self-

and customer orientation as signiﬁcant factors in the professional attitude of

International Journal of

management.

service providers and analyzed their impact on the service provider’s service

Hospitality Management, 41, 140

quality (SQ) efﬁcacy. Survey data of employees at hotels in Seoul were used. The

–148.

findings show that a sense of calling and customer orientation are essential
professional attitudes and had a positive and signiﬁcant impact on functional
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and interactive SQ efﬁcacy.
Noordegraaf, M. (2007). From

Professionalism;

This is a conceptual discussion on professionalism in public sectors. Classic

“pure” to “hybrid”

managerial

professions are weakened, and public managers try to become professionals.

professionalism: Present-day

professionals;

What is professionalism? What is professional control in ambiguous

professionalism in ambiguous

professional

occupational domains? These questions were answered by portraying classic

public domains. Administration

managers.

professionalism as “controlled content”, and by tracing a transition from “pure”
to “hybrid” professionalism in domains such as health care and social work.

& Society, 39(6), 761 - 785.

Current professionalism is “content of control” instead of controlled content.
Schwartz, M. L. (1978). The

Professional

This is a discussion paper, on the principles governing lawyers’ professional

professionalism and

behaviour, Lawyer,

behaviour. The author argued that in a non-adversarial setting, different

accountability of lawyers,

accountability,

principles should apply, in particular, a professional rule that would restrain the

California Law Review, 66(4),

unconscionable.

non-advocate lawyer from using “unconscionable” means or working for
“unconscionable” ends. In addition, he argued that non-advocates cannot claim

669 - 697.

the immunity from moral accountability for their actions that is accorded to
advocates operating within the adversary system.
Senapaty, S., & Bhuyan, N.

Profession,

This is also a conceptual discussion paper on professionalism in business

(2014). Evaluating the

occupation value and

managers. There are growing claims that business management should be

profession and professionalism

ideology,

considered as a true profession. This paper evaluates its professional status

of business managers: control

professionalism,

from a sociological analysis and argues that whether or not it is a profession,
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embedded in character.

business managers.

the managers need to demonstrate professionalism. In the course of evaluating
and discussing professionalism by Evetts, as an embodiment of elements of both

Decision, 41(3), 271 – 278.

occupational value and ideology, and controlling the organization of work of
business managers, he argued that professionalism of business managers is
best understood when the “notion of control” is embedded in the very idea of
“character”.
Shafer, W. E., Park, L J., & Liao, W.

Professionalism, job

This empirical study examines the relationships among professionalism,

M. (2002). Professionalism,

satisfaction, conflict,

organizational-professional conflict, and work outcomes such as organizational

organizational-professional

turnover,

commitment, job satisfaction, and turnover intentions using structural equation

conflict and work outcomes

commitment

modeling in 319 managerial accountants. Two dimensions of professionalism

Accounting, Auditing &

are positively associated with organizational-professional conflict.

Higher

Accountability Journal, 15(1), 46

level of conflict accounts for less commitment to the organization, a lower level

– 68.

of job satisfaction, and higher turnover intentions.

Snizek, W. E. (1972). Hall’s

Operationalization,

This is a study to operationalize the measurement scale of professionalism to

professionalism scale: An

professionalism scale,

determine appropriate criteria and measurement of professionals developed by

empirical reassessment,

Hall’s five dimensions

Hall; the scale has five attitudinal components of professionalism: use of the

American Sociological Review,

professional organization as a major referent, belief in public service, belief in

37(1), 109 -114.

self-regulation, sense of calling to the field, and a feeling of autonomy. The
author assessed the empirical “fit” of Hall’s items as they relate to the
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dimensions of professionalism and how the “fit” might be improved. A shorter
Hall’s original scale was suggested for scale reliability.
Snizek, W. E., & Crooker, K. E.

Professionals’

This study examines the attorney attitudes concerning advertising, and how the

(1985). Professionalism and

attitudes toward

attitudes are determined by professionalism and other work-related factors –

attorney attitudes toward legal

advertise,

Hall’s five dimensions of professionalism related to attorneys’ attitudes toward

service advertising, Journal of

professionalism and

advertising. A questionnaire survey collected data from 111 practicing

the Academy of marketing

work-related factors

attorneys. The findings showed that the dimensions of professionals are

Science, 13(4), 101 - 118.

positively related to willingness to engage in advertising to augment the
delivery of professional services to clientele and the professional-client
relationship.
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The review of extant literature in Table 2.2 above indicates that professionalism impacts
professionals’ work attitude, role conflict, job satisfaction, and work commitment. Little
research, however, has been conducted to examine the impacts of professionalism on service
behaviour and performance; particularly, how does professionalism enhance professional firms’
cooperation and mitigate professional firms’ opportunism in providing professional service such
as property valuation? Investigation of the impacts is highly promising as professionalism
reflects professionals’ behavioural code of conduct, performance ethics, and professional image.
Thus, it is worthwhile to know the extent to which professionalism influences valuers’ behaviour
and performance in property valuation service.

2.2.6. The Professional Service of Commercial Property Valuation
Property valuation service is defined as a professional and commercial service of appraising a
particular property’s fair market value at a given point in time. The service is usually provided
by valuation firms and performed by valuers and/or surveyors to property developers, owners,
or investors.

Valuation is “The art, or science, of estimating the market value for a specific

purpose of a particular interest in property at a particular moment in time, taking into account
all the features of the property and also considering all the underlying economic factors of the
market, including the range of alternative investment” (Millington, 2000).
Valuers are subject to the code of conduct governing professional practice. For example,
the Royal Institution of Chartered Surveyors sets out the Valuation Professional Standards,
Valuation Global Standards, and the International Valuation Standards. To abide by these
standards, valuers should behave professionally to provide objective and independent judgement
or advice in the valuation process. However, valuation firms are commercial service providers
with interests in making profit and business prosperity. Therefore, some valuation firms may
tailor-make or “customize” valuation reports to suit their client’s purpose, especially those clients
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who have strong negotiation power such as financial reward power and coercive power to
influence the valuation process and its outputs (Bachmann, 2001; Benton & Maloni, 2005;
Amidu et al., 2008; Gallimore & Wolverton, 2000).

2.2.7. The Property Valuation in Hong Kong
The most influential professional body for property valuation is the Royal Institution of
Chartered Surveyors (RICS, https://www.rics.org/en-hk/). RICS sets valuation standards,
publishes the RICS Appraisal and Valuation Manual (Red Book), regulates international
standards for provision of valuation advice to various private and public organizations. In Hong
Kong, the RICS (Hong Kong Branch) and the Hong Kong Institute of Surveyors (HKIS,
www.hkis.org.hk) are the professional bodies guiding the practice of property valuation services.
Established in 1984, HKIS is an organization comprising professional valuers and surveyors.
HKIS sets the standards for professional service and performance, establishes a code of ethics,
sets requirements for admissions, and encourages members to upgrade their knowledge and skills
with training and continuing professional development in Hong Kong. The Codes of Professional
Ethics and Standards of Professional Practice – the Hong Kong Institute of Surveyors Manual
(Purple Book) establishes the rules for valuers in Hong Kong and mandates valuers’ professional
practices in line with international standards.
The general practice of valuers mainly handles three tasks: (1) valuation for property
purchase, sale, letting and mortgage; statutory valuations relating to resumption, rent control,
rating, stamp duty, estate duty and valuations of company property portfolios; (2) development
consultancy – market studies and valuation of development; negotiation with governments on
land lease modiﬁcations, surrender, and re-grant; and (3) property management on behalf of
owners - undertaking the management of all types of property and advising on situations of
refurbishment, renovation and redevelopment. (Lim et al., 2006).
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2.2.8. Clients of Commercial Property Valuation
Clients of property valuation services are usually property developers, owners, investors, or a
legal person undertaking a property transaction or using the property value to finance business
projects. As the client’s decision to invest or make a transaction involves large amount of
financial resources and exposes them to credential uncertainties and risks, the client will seek
the professional service of valuation firms to assist them to make wise and rational decisions to
mitigate uncertainties and risks involved in the decision. On the other hand, the client firms’
representatives, the investment managers, will prescribe the scope of service, provide property
data and information, and communicate with the surveyors or valuers throughout the entire
valuation process.

2.3. Power-Dependence Theory (PDT)
2.3.1. Power and Power Base
Power is a relative concept in an interfirm exchange because a powerful party A’s power depends
on the counterpart: target party B’s perception. Power is also a multi-faceted concept. French
and Raven (1959) defined and classified the major types of social and economic power and
postulate the behavioural effects of exercising power in the interfirm relationship. Power is
defined as a party’s potential ability to influence a social or economic exchange relationship over
time (French & Raven, 1959). In line with this definition, French and Raven (1959) developed
the framework of power base, consisting of reward power, coercive power, legitimate power,
reference power, and expert power. Table 2.3 presents the power classification and definition in
service management.
Power has two fundamental implications. First, a powerful party has the potential or ability
(or competitive advantage) to influence or control a target party’s behaviour. Whether the
powerful party may or may not use the power depends on the exchange relationship setting and
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socioeconomic environment such as competition or uncertainty, within which the relationship
exists. Power can be exercised or used as a kind of force or resource to realize a firm’s strategy
and goals. As such, scholars further scrutinized the exercise of power and classified them into
mediated power – including reward, coercive, and legitimate powers, and non-mediated power
– consisting of reference and expert powers (Cowan et al., 2015; Frazier & Anita, 1995; Frazier
& Summer, 1984). Mediated power refers to the powerful party’s deliberate attempt and overt
use of financial resources and capability to extrinsically motivate and control the target party’s
behaviour and action in accomplishing the agreed tasks and contractual compliance (Brown et
al., 1995; Frazier & Summer, 1986; Handley et al., 2019). Non-mediated power, on the other
hand, refers to the powerful party’s unintended influence on the target party’s cognitive state or
belief and unintentionally promote the target party’s desired behaviour to cooperate.
In a dyadic interfirm relationship, each party has different types and levels of mediated and
non-mediated power. Generally, mediated power normally and explicitly exists as contract terms
and conditions in governing transactional activities between the parties. A party may not overtly
exercise the contract terms to threaten or punish the other party in business interactions until the
other party is perceived or found to be behaving opportunistically. However, the effectiveness
of a party A’s non-mediated power depends on the extent to which party B (1) is intrinsically
motivated and willing to fulfill party A’s requirements; (2) adopts party A’s identification; (3)
appreciates party A’s information and knowledge value; and (4) commits to continue the
exchange relationship (Brown et al., 1995; Frazier & Anita, 1995; Frazier & Summer, 1984).
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Table 2.3. Power Classification and Definition
Classification

Type (code)

Definition

Mediated Power (MP)

Reward Power (RWP)

Reward power is defined as a social agent’s potential ability to reward. It depends on the
agent’s ability to administrate positive valences and to remove or decrease negative
valence (French & Raven, 1959). It is regarded as the agent’s financial resources and
ability to mediate rewards to its social partner (Benton & Maloni, 2005). In a setting of
dyadic interfirm relationship, reward power refers to the service firm’s perception of
the client firms’ financial ability and resources.

The client firm pays the service firm

for its quality service and for achieving the client firm’s performance expectation.
Coercive Power (COP)

Coercive power is defined as a social agent’s ability to threaten and punish its power
target for failure to conform to the agent’s valence or expectation (French & Raven,
1959). It is regarded as the agent’s ability to mediate punishment to a its social partner
(Benton & Maloni, 2005). In a setting of dyadic interfirm relationship, coercive power
refers to the service firm’s perception of the client firm’s financial power to control and
restrain the service firm through financial payment due to dysfunctional performance
or failure to provide quality service.

Legitimate Power (LGP)

Legitimate power is defined as a power target’s perception and acceptance of its social
agent’s legitimate right to influence the target and of the target’s obligation and
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willingness to accept this influence. It is the partner’s internalized values related to the
agent’s legal right and power (French & Raven, 1959). In a setting of interfirm
relationship, legitimate power refers to the service firm’s perception of the client firm’s
legal right to request, specify, and influence the professional service performance.
Non-Mediated Power
(NMP)

Reference Power (REP)

Reference power is defined as the identification perceived or feelings of oneness desired
by a social partner in relation to his social agent (French & Raven, 1959). It is regarded
as the partner’s desire to be closely associated with the agent’s social identification or
reputation (Benton & Maloni, 2005). In an interfirm relationship setting, reference
power refers to the service firm’s perception of the client firm’s identity, reputation and
willingness to be associated with the client firm.

Expert Power (EXP)

Expert power is defined as a social agent’s expertness perceived or evaluated by its
power target in relation to his own knowledge against an absolute standard within a
given area. The power strength varies with the target’s perceptions or feelings (French
& Raven, 1959). It is regarded as the power target’s esteem to the agent’s knowledge
and expertise (Benton & Maloni, 2005). In a setting of dyadic professional service,
expert power refers to the service firm’s perception of the client firm’s knowledge and
expertise in the domain of professional service.
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2.3.2. Power and Effect
Table 2.4 summarizes my reviewed empirical studies on the consequential effects of power in
interfirm settings. Among these studies, multiple theories such as resource dependent theories
(Pfeffer & Salancil, 1978), social exchange theory (Blau, 1964; Homans, 1958; Thibaut &
Kelley, 1959), transaction cost economics (Williamson, 1975, 1981, 1985) and power
dependence theory (Emerson, 1962; Frazier & Summer, 1986; Kumar et al., 1998) have been
deployed as theoretical foundations to frame and analyze an interfirm relationship, especially the
buyer-seller relationship in distribution channels. Opportunism, relationship commitment,
collaborative behaviour and operation performance have been examined as the effects or
outcomes of the relationship (Brown et al., 2000; Handley & Benton, 2012; Handley et al., 2019).
These studies have also noted that the classification of organizational power bases needs to be
consistent. As a result, Molm et al. (1959) and Yeung et al., (2009) grouped French and Raven’s
(1959) power bases into two dimensions of non-coercive power (reward power, reference power,
legitimate power, and expert power) and coercive power.
This study adopts the dimensions of mediated power and non-mediated power (Benton &
Maloni, 2005; Huo et al., 2019; French & Raven, 1959). Particularly, mediated power can be
operated as a second-order construct that is manifested by three first-order constructs of
legitimate power, reward power, and coercive power, as they are explicitly defined in a business
contract with financial and legal implication, and they can be legally enforced according to the
terms and conditions in a legal jurisdiction. Non-mediated power is also regarded as a secondorder construct that is indicated by two first-order constructs of reference power and expert
power. They are implicitly embedded in an interfirm relationship to influence the parties’
interaction behaviour. However, the effectiveness of the power party’s non-mediated power is
not directly enforceable because it depends on the target party’s perception, appreciation, and
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acceptance of the powerful party’s identity, reputation and expertise.
The empirical studies in Table 2.4 indicate that party A’s mediated power is positively
associated with party B’s opportunistic behaviour and negatively associated with party B’s
relationship commitment and service performance. Although mediated power may enhance B’s
compliance in the short term, mediated power may decrease B’s long-term relationship
commitment. On the other hand, research outcomes also indicate a negative association between
party A’s non-mediated power and party B’s opportunistic behaviour and a positive association
between party A’s non-mediated power and party B’s cooperative behaviour, relationship
commitment or operation performance such as satisfaction, commitment, trust and cooperation
(Brown et al., 2006; Brown et al., 1995; Frazier & Rody, 1991; Handley et al., 2019).

2.3.3. The Power-Dependence Relation
As articulated above, the effectiveness of powerful party A’s power in a relationship depends on
power target party B’s (1) perception of the extent to which party A has power and is likely to
use that power, and (2) the extent to which party B reacts or responds to party A’s exercise of
power. The action and reaction towards use of power indicates a dyadic relationship which
characterizes the nature of unilateral dependence and bilateral interdependence between the
parties and a party’s dependence is closely associated with its power: “Power is a property of the
social relationship. It is not an attribute of the actor” (Emerson, 1962). Dependence is defined as
the extent to which party A relies upon a relationship with party B. Party A’s reward sought and
gained from the relationship and party A’s resource criticality upon party B are not available
outside of the relationship (Casciaro & Piskorski, 2005; Gulati & Sytchm, 2007; Scheer et al.,
2015; Thibaut & Kelley, 1959). “Dependence actually reflects the resource criticality and
availability of alternative providers of critical resources” (Casciaro & Piskorski, 2005).
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Table 2.4. Reviewed Empirical Studies on the Consequential Effects of Power
Author (Year)

Power Constructs

Brown et al. (1995)

Supplier’s use of
mediated and nonmediated powers

Canië
ls and
Gelderman (2010)

Buyer dominant
power

Chae, Choi, and Hur
(2017)

Theoretical Lenses

Consequences

Findings

Retailer’s
instrumental
and normative
commitments

Supplier’s mediated power enhances retailer’s
instrumental commitment and reduces retailer’s
normative commitment. Supplier’s non-mediated
power reduces the retailer’s normative commitment.

Resource
dependence
theory, social
exchange theory

Supplier’s
opportunistic
behaviour

Buyer’s power does not have a significant effect on
supplier opportunism, when the powerful buyer does
not exploit its favorable position and does not behave
opportunistically.

Buyer’s reward,
coercive and nonmediated powers

Cognitive
evaluation theory

Supplier’s
relationship
commitment

Buyer’s reward power, the interaction between
reward power and non-mediated power, and the
interaction between reward power and coercive
power are positively associated with supplier’s
relationship commitment; buyer’s coercive power is
negatively associated with supplier’s relationship
commitment.

Chen, Zhao, Lewis,
and Squire (2016)

Buyer’s expert and
coercive powers

Social exchange
theory

Supplier
motivation to
share
knowledge

Buyer’s expert power increases supplier’s motivation
to share, while use of coercive power decreases the
motivation.

Frazier and
Summer (1986)

Manufacturer’s use
of coercive power

Dealer’s
satisfaction
and attitude

Dealers are less satisfied with and more likely to
consider dissolving the relationship when the
manufacturer uses heavy coercion.

Handley and
Benton (2012)

Buyer’s mediated
and non-mediated
powers

Opportunism

Buyer’s mediated power increases the risks of
provider’s shirking and poaching, while nonmediated
power
can
mitigate
provider’s

Transaction cost
economics
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opportunistic behaviour.
Handley et al.
(2019)

Buyer’s mediated
and non-mediated
power

Powerdependence
theory and
resource
dependence
theory

Service
provider’s
opportunism

Buyer’s mediated power increases provider’s
opportunism; buyer’s non-mediated power decreases
providers’ opportunism.

Huo, Tian, Tian, and Buyer’s and
supplier’s coercive,
Zhang (2019)
non-coercive
powers,
dependence

Powerdependence
theory

Buyer’s and
supplier’s
opportunism

Buyer/supplier dependence is positively related to
supplier’s/buyer’s use of non-coercive and coercive
power. Buyer’s and supplier’s use of coercive power
positively influences their opportunism. Buyer’s use
of non-coercive power is negatively related to
partners’ opportunism.

Huo, Flynn, and
Zhao (2017)

Customer’s and
Supplier’s five
powers

Resource
dependence
theory

Operational
performance

The configurations of powers in interlocking power
dyads have different effects on operational
performance.

Ke, Liu, Wei, Gu,
and Chen (2009)

Dominant firm’s
mediated and nonmediated power

Institutional
theory, sociopolitical theory

Coercive
pressure,
normative
pressure, trust

Dominant firm’s mediated power negatively affects
focal firm’s trust. Non-mediated power positively
influences the focal firm’s normative pressures and
trust.

Nyaga, Lynch,
Marshall, and
Ambrose (2013)

Supplier’s and
buyer’s mediated
and non-mediated
powers

Transaction cost
economics, social
exchange theory

Collaborative
and adaptive
behaviours

Mediated and non-mediated powers significantly
affect collaborative and adaptive behaviours.

Shervani, Frazier,
and Challagalla
(2007)

Firms’ market
power

Transaction cost
economics

Channel
integration

When a firm’s market power is low, (1) asset
specificity is significantly related to channel
integration, (2) external uncertainty is negatively
related to channel integration, and (3) internal
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uncertainty
integration.

is

positively

related

to

channel

Wang, Wang, Jiang,
Yang, and Cui
(2016)

Buyer power
advantage

Resource
dependence
theory

Long-term
collaboration

Buyer’s power advantage is negatively related to longterm collaboration.

Z. Wang, Huo, Tian,
and Hua (2015)

Buyer’s coercive
and non-coercive
power

Transaction cost
economics;
resource
dependence
theory

Supplier
opportunism

Buyer’s coercive power increases supplier’s
opportunism while buyer’s non-coercive power
decreases it.

Yeung et al. (2009)

Supplier’s use of
coercive power

Resource
dependence
theory, transaction
cost economics

Coercive power improves internal and supplier
Internal
integration and integration, but when trust is low, coercive power
reduces internal integration.
supplier
integration

Zhao, Huo, Flynn,
and Yeung (2008)

Customer’s nonmediated and
mediated powers

Transaction cost
economics
social exchange
theory

Manufacturer’s
normative and
instrumental
relationship
commitments
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Expert, referent, and reward power improve a
manufacturer’s normative relationship commitment,
while reward and coercive power enhance
instrumental relationship commitment.

Emerson’s (1962) power-dependence theory (PDT) posits that socially interactive or reciprocal
relations are the ties of mutual dependence between the parties in the relationships. Mutual
dependence or interdependence is defined as a bilateral dependence. In other words, each party
in a dyadic relationship depends upon the other party. Interdependence implies that a party
cannot fully control or influence the other party’s cognition and behaviour (Blau, 1964; Scheer
et al., 2015). However, it focuses on the dyadic approach for simultaneous consideration of each
party’s power and dependence and stipulates two important concepts of power (dependence)
asymmetry and joint dependence.
Emerson (1962) defined a balanced power-dependence relationship as Pab = Dba and Pba
= Dab. That is, the power of party A over party B is equal to the dependence of party B on party
A, while the power of party B over party A is equal to the dependence of party A on party B.
The power balance equation indicates the connection between the concepts of power and
dependence – they are consistent and closely associated and reflect the nature of a relationship.
A party’s power and dependence are relative to the other party as a power target and dependent
partner. However, balance or equality of power is rare (Gulati & Sytchm, 2007), while power
asymmetry is a more common phenomenon. Accordingly, power asymmetry is defined as the
value difference between the power level of firm A and the power level of firm B. As such, a
firm in a dyadic relationship has either:
(1) power advantage (or dependence disadvantage) as expressed by Pab – Pba > 0, that is,
firm A’s power towards firm B (Pab) is greater than firm B’s power towards firm A (Pba).
In other words, firm A is more powerful than firm B (firm A has a power advantage, firm
B has a power disadvantage). This power difference can also be written in terms of
dependence asymmetry: Dab – Dba < 0. That is, firm A’s dependence upon firm B (Dab)
is less than firm B’s dependence upon firm A (Dba), which reflects that firm A has a
dependence disadvantage, while firm B has a dependence advantage.
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(2) dependence advantage (or power disadvantage) as expressed by Dab – Dba > 0, that is,
firm A’s dependence upon firm B (Dab) is greater than firm B’s dependence upon firm A
(Dba). In this situation, firm A is less powerful than firm B (firm A has a dependence
advantage, firm B has a dependence disadvantage). Similarly, this dependence asymmetry
can also be written in terms of power asymmetry as in (1).
Dependence asymmetry (DA) is defined as the difference of dependence level between a focal
party A and its dependent party B’s reciprocal dependence in the dyad (Casciaro & Piskorski,
2005; Gulati & Sytchm, 2007; Hofer, 2015). Therefore, dependence asymmetry can be positive
or negative in analysis. For example, party A’s dependence advantage over party B (Dab – Dba
> 0) indicates that party A has a positive DA value, the dependence of party A on party B is
higher than party B’s on party A, and thus, party B has power advantage.
Joint dependence (JD) is another notion for reflecting interdependence. It is defined as the
sum of each party’s dependence level in a dyadic relationship. JD = Dab + Dba (Casciaro &
Piskorski, 2005; Hofer, 2015; Scheer et al., 2015). According to the framework from Casciaro
and Piskorski (2005) and a revised configuration from Hofer (2015), Table 2.5 provides a further
refined framework for depicting the theoretically exhaustive portrayal of the power-dependence
structure in a dyadic relationship. In Table 2.5, the vertical and horizontal axes represent both a
party’s power and dependence that are measured with a scale from low (1), to medium (2), to
high (3). The nine configurations in the table structure the power-dependence between the parties
in a dyad with varying levels of power, dependence, dependence asymmetry and joint
dependence. Particularly, configurations 1, 5, and 9 shown in the shaded cells indicate the
balance dyads of power-dependence, as the equality of power and dependence between the
parties produce the zero value of dependence asymmetry. For the imbalanced dyads, the bottomleft three cells (configurations 2, 3, and 6) indicate that party A has power advantage over party
B, and party A has a negative value of dependence asymmetry (dependence advantage); the up40

right three cells (configurations 4, 7, and 8) show that party B has power advantage over party
A and party B has a negative value of dependence asymmetry (dependence advantage).
Configuration 1 presents the highest level of interdependence, where both parties use high power
to safeguard the availability and accessibility of critical resources from the other party as few
alternative resources or partners exist outside of the relationship. Configuration 9 shows the
lowest balanced power-dependence dyad, and both parties may have many alternative resources
or partners to replace, so they do not put much effort or use much power to maintain the dyadic
relationship.

Table 2.5. Power-Dependence Structure in Dyadic Relationship
Power B over A (Dependence B on A)

Low P (1)
High D (3)

Medium P (2)
Power A
over B

Medium D
(2)

(Dependence
A on B)
High P (3)
Low D (1)

Low P (1)

Medium P (2)

High P (3)

High D (3)

Medium D (2)

Low D (1)

Configuration 1
Pab = 1, Pba = 1
Dab = 3, Dba = 3
DA (a ® b) = 0
DA (b ® a) = 0
JD = 6

Configuration 4
Pab = 1, Pba = 2
Dab = 3, Dba = 2
DA (a ® b) = 1
DA (b ® a) = - 1
JD = 5

Configuration 7
Pab = 1, Pba = 3
Dab = 3, Dba = 1
DA (a ® b) = 2
DA (b ® a) = - 2
JD = 4

Configuration 2
Pab = 2, Pba = 1
Dab = 2, Dba = 3
DA (a ® b) = - 1
DA (b ® a) = 1
JD = 5

Configuration 5
Pab = 2, Pba = 2
Dab = 2, Dba = 2
DA (a ® b) = 0
DA (b ® a) = 0
JD = 4

Configuration 8
Pab = 2, Pba = 3
Dab = 2, Dba = 1
DA (a ® b) = 1
DA (b ® a) = - 1
JD = 3

Configuration 3
Pab = 3, Pba = 1
Dab = 1, Dba = 3
DA (a ® b) = - 2
DA (b ® a) = 2
JD = 4

Configuration 6
Pab = 3, Pba = 2
Dab = 1, Dba = 2
DA (a ® b) = -1
DA (b ® a) = 1
JD = 3

Configuration 9
Pab = 3, Pba = 3
Dab = 1, Dba = 1
DA (a ® b) = 0
DA (b ® a) = 0
JD = 2

Note: Pab – power A over B; Pba – Power B over A; Dab – Dependence A on B; Dba – Dependence B on A; DA
– Dependence asymmetry; JD – Joint dependence.

Thus, DA is the difference in dependence level between a focal firm A and its dependent firm B
in the dyad (Casciaro & Piskorski, 2005; Gulati & Sytchm, 2007; Hofer, 2015). DA can be
positive or negative in value in an interdependence assessment. For example, firm A’s
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dependence advantage over firm B (Dab – Dba > 0) indicates that firm A has a positive DA
value, and the dependence of firm A on B (Dab) is greater than firm B on A (Dba). Thus, firm B
is powerful, while firm A is weak and dependent in the relationship. In a professional-client
relationship of property valuation, it is reasonable to assume that a client firm has a power
advantage. As such, the valuation firm has a positive DA value in the interfirm professional
valuation service.

2.3.4. Power, Dependence, and Interfirm Relationship
As dependence implies a firm’s unilateral dependence on another firm in a relationship, Table
2.6 provides a summary of the reviewed empirical studies on the theory of power-dependence in
interfirm relationships in marketing channels. Dependence is considered as a focal party’s need
to maintain a relationship with its partner to achieve the focal party’s goals. Dependence is also
examined as a context factor and control variable (e.g., Frazier et al., 1989; Frazier & Rody 1991;
Heide & John 1988; Hibbard et al., 2001; Kumar et al., 1995a; Lusch & Brown 1996). Research
has found that joint dependence is associated with high frequency of use of a non-coercive
strategy, low frequency of use of a coercive strategy, and more favorable for reinforcing a
partner’s performance. It is interesting to note in the literature that the use of a power advantage
does not necessarily result in the predicted high frequency of use of threats and penalties. In fact,
use of a power advantage is less favorable to a partner’s performance.
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Table 2.6. Reviewed Empirical Studies on Dependence and Related Concepts
Author (Year) Concept/Construct

Key findings

Anderson and

Dependence, trust,

Relative dependence negatively influences the partner firm, positively influenced by the

Narus (1990)

cooperation, satisfaction

partner firm; communication positively affects cooperation, cooperation positively affects

communication

trust, and trust positively influences firm satisfaction with the exchange relationship.

Canië
ls and

Power and

Power and interdependence are examined when supplier dominance in the strategic quadrant

Gelderman

interdependence

indicates that even satisfactory partnerships are dominated by the supplier. The presumed

(2007)
Canië
ls and

power symmetry in the strategic quadrant seems no longer valid.
Power and dependence

Decision, design, and development of outsourcing relationships appear to be influenced by
power and dependence in addition to cost reduction motives. Mapping the relative power and

Roeleveld (2009)

dependence positions provides a basis for the design of rules and processes by which a
relationship is operated, regulated, and controlled.
de Jong and

Mediated power, and

A healthcare firm’s (HC) dependence on a group purchase firm (GP) is positively associated

Benton (2019)

dependence

with a GP’s reliance on mediated power, but negatively associated with a GP’s mediated power.
An HC’s dependence on a GP is positively associated with an HC’s dependence on a GPcontracted original equipment manufacturer. Power-dependence relationships in the medical
equipment supply chain are not consistent with relationships in traditional supply chains. A
GP-dependent HC instead perceives a decrease in GPO mediated power.

Gundlach and

Dependence and

The interdependence magnitude is positively related to non-coercive strategies and negatively

Cadotte

interdependence

related to coercive strategies. Relative asymmetry is negatively related to some non-coercive
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(1994)
Heide (1994)

strategies and positively related to some coercive influence strategies.
Dependence and

Symmetric and high dependence leads to bilateral governance, while unilateral dependence

governance

decreases bilateral governance.

Heide and

Dependence and

Dependent agencies engage in dependence-balancing activities seeking to engage

John (1988)

replaceability

replaceability of their partner and reduce dependence, which enhances performance.

Hofer (2015)

Joint dependence and

Customers embedded in relationships with high levels of joint dependence exhibit higher

dependence asymmetry

levels of long-term orientation and information exchange with service providers, which
positively impacts outsourcing performance. Customer’s DA (advantage or disadvantage) in
the relationship with a service provider enhances or hinders the effects of joint dependence
and long-term orientation, which is detrimental to outsourcing performance.

Jarratt and

Dependence and

Dependence attributable to “need to access unique resources” has a positive impact on

Morrison

relationship quality,

relationship quality and a negative impact on controlling behaviour. Dependence acts as a

(2003)

controlling behaviour

result of competitive vulnerability, or “relationship imbalance” has no significant impact on
relationship quality nor on controlling behaviour.

Kumar et al.

Interdependence

With increasing interdependence asymmetry, the dealer's trust in and commitment to the

(1995)

asymmetry and total

supplier decline while interfirm conflict increases. Relationships with greater total

interdependence

interdependence exhibit higher trust, stronger commitment, and lower conflict than
relationships with lower interdependence.

Kumar et al.

Interdependence and

Dealers’ punitive actions are inhibited as total interdependence increases but are promoted

(1998)

punitive capability and

as total punitive capability increases. DA has no direct effect on punitive actions, whereas
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action

punitive capability asymmetry does. When dealers’ punitive capability advantage increases,
dealers also make greater use of punitive actions. Dealers with a relative advantage are more
likely to reciprocate their supplier's punitive actions.

Lusch and

Dependence, long-term

When suppliers are dependent, they rely more on explicit contracts, and the relationship has

Brown (1996)

orientation, and norms

better performance. High bilateral dependence leads to the use of more normative contracts.
High bilateral dependence is not associated with explicit contracts. High mutual dependence
increases relational behaviour. Use of contracts positively affects performance.

Scheer, Miao,

Benefit-based and cost-

A supplier’s operational offering capability increases the customer firm’s benefit-based

and Garrett

based dependence,

dependence.

(2010)

customer loyalty

based dependence. The divergent pattern of antecedents and the effects of benefit-based

A supplier’s operational capability enhances both benefit-based and cost-

dependence and cost-based dependence explain the inconsistent and insignificant research
findings in previous research on dependence. A bi-dimensional dependence captures the
domain of dependence to better examine its role in channel relationships.
Scheer et al.

Dependence,

Dependence

(2015)

interdependence,

Interdependence has substantial direct and mediated effects via relationship-specific

cooperation,

investments and cooperation. The effects of dependence are stronger in channel relationships

performance

than in end-user relationships and for services. Interdependence does not display the same

affects

performance

through

relationship

quality

and

cooperation.

pattern. New insights can be gained by distinguishing relationship value and switching cost
components of dependence.
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Thus, DA encompasses a bilateral and power-dependent interfirm relationship. Research has
found that DA value indicates that a dyadic relationship is dynamic and unstable, as high DA
may encourage a power advantage firm to overuse its mediated power and exploit the power
disadvantage firm’s venerability for reducing transaction costs, access un-proportional critical
resources, and gain more profits from the relationship. In addition, high DA value may also
induce the dependence advantage firm’s opportunistic behaviour to retaliate its partner – power
advantage firm’s coercive actions in reciprocal ways (Frazier & Rody, 1991; Kumar et al., 1998).
There are divergent findings presented in the literature regarding the relationships between DA,
service behaviour and quality performance in interfirm relationship. Therefore, the effects of DA
warrants more research attention as it simultaneously considers both a focal firm’s and a partner
firm’s dependence in the research context of interfirm relationships (Gulati & Sytchm, 2007;
Gundlach & Cadotte, 1994; Handley et al., 2019; Kumar et la., 1995; Scheer et al., 2015).

2.4. Transaction Cost Economics (TCE)
2.4.1. Transaction Cost
Williamson (1975, 1979, 1985) extended the notion of transaction costs and constructed the
theory of transaction cost economics (TCE), which has been widely deployed in disciplines
beyond economics (David & Han, 2004; Geyskens et al., 2006; Rindﬂeisch & Heide, 1997;
Williamson, 1996). TCE has been a core theory for explaining interfirm economic exchanges.
Transaction costs are the expenses entailed in the economic exchange between a pair of
commercial institutions. The costs are incurred in (1) the process of negotiation and initiation of
an interfirm relationship or ex ante transaction costs prior to the inception of a business
transaction, and (2) the process of monitoring, controlling, and enforcing the relationship or ex
post transaction costs for maintaining the stability of the interfirm relationship. TCE is to control
the costs of interfirm transactions through the mitigation of transaction uncertainty and
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opportunism in interfirm relationships (Geyskens et al., 2006).

2.4.2. Transaction Uncertainty
Transaction inevitably involves uncertainty. Transaction uncertainty refers to the understanding
of what needs to be known in comparison to what is known. TCE addresses two significant types
of uncertainty: behavioural uncertainty and environmental uncertainty. For a party in an interfirm
exchange, behavioural uncertainty is defined as the amount of unknown or ambiguity associated
with its monitoring, evaluation, and control of its exchange partner’s behaviours or acts against
the mutually agreed rules and performance specified in the contract terms and conditions. In
particular, the focal party needs to deploy a control mechanism to curtail its partners’
opportunistic behaviour (Williamson, 1996). Environmental uncertainty is the unanticipated
changes such as economic or technological changes occurring in the exchange process and the
associated complexity surrounding an interfirm transaction (Williamson, 1985). Therefore, TCE
posits that the higher the transaction uncertainty, the higher the transaction costs. Prior research
on TCE has found that contractual terms and conditions cannot be fully specified ex ante, and a
party’s performance cannot be easily verified ex post, due to bounded rationality and transaction
uncertainty involved in interfirm exchange (Geyskens et al., 2006; Macher & Richman, 2008;
Rindﬂeisch & Heide, 1997). Therefore, Williamson advocates that a party in the exchange should
seek to economize transaction costs through controlling transaction uncertainty.

2.4.3. TCE and Opportunism
According to TCE, opportunism or opportunistic behaviour is a core behavioural uncertainty to
heighten transaction costs. Opportunism is defined as “self-interest seeking with guile”
(Williamson, 1975). In line with this definition, Williamson (1985) described opportunistic
behaviour as an exchange party’s deliberate actions or calculated efforts, including lying,
cheating, stealing, failing to fulfill obligations, breaching contractual terms, shirking product or
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service quality, misrepresenting and distorting information, withholding valuable information,
etc. A party’s opportunism aims to mislead, disguise, and confuse the other party for gaining a
win-lose advantage and exploiting another party’s vulnerability for profits (Carson et al., 2006a;
Handley & Benton, 2012; Handley et al., 2019; Jap & Ganesan, 2000; Wathne & Heide, 2000).
Opportunism has a substantial impact on interfirm relationships. First, although most firms
are not opportunistically inclined, opportunism elevates transaction costs ex ante at the initiation
of the relationship, because a party developing an interfirm exchange relationship needs to
evaluate the information quality and accuracy presented by the other party and examine the
party’s trustworthiness for conducting transactions. However, “it is difficult and costly to
identify opportunistic actor ex ante” (Rindﬂeisch & Heide, 1997). Second, opportunism also puts
the established interfirm relationship at a high risk because uncertainties and opportunism may
arise, and various forms of contractual violation may take place over the course of the transaction
and relationship continuity. To prevent the relationship from breakdown and to safeguard the
value of investment in transaction-specific or relationship-specific assets, each party requires
one or more control mechanisms (e.g., contracts, teams, devices) to manage opportunism in
interfirm transactions and to evaluate the other party’s performance. As a result, ex post
transaction costs will inevitably increase. Finally, a party’s opportunism mitigates another
party’s trust, interdependence, and performance, and causes the party’s retaliation or dispute.
Eventually, it leads to economic and relational damages in various forms (Brown et al., 2000;
Wathne & Heide, 2000; Williamson, 2008).

2.4.4. Research on Opportunism in Interfirm Exchange
For years, many studies have been conducted to advance the understanding of the antecedents,
effects, and governance mechanisms that exacerbate opportunistic behaviour. Research findings
have justified the theoretical and practical importance of opportunism. In the extant literature, a
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firm’s power dependence has been considered as the main antecedent or factor for inducing a
firm’s opportunistic behaviour in the interfirm relationship (Carson, Madhok, & Wu, 2006b;
Handley & Benton, 2012; Handley et al., 2019). Opportunism has been studied as the dependent
variable and endogenous construct in modeling the relationship (Carson et al., 2006a; Wathne &
Heide, 2000).
In particular, Brown et al., (2000) examined how interfirm governances mitigate
opportunism in marketing channels and found that relational governance reduces opportunism,
while ownership and investments in transaction-specific assets exacerbate opportunism. Wathne
and Heide (2000) reviewed the conceptualization of opportunism and developed a conceptual
framework of governance strategies to manage different forms of opportunism in interfirm
relationships. Recently, Huo et al. (2019) empirically tested the relationships among dependence,
power, and opportunism from both the buyer’s and supplier’s perspectives in supply chain
integration. They found that dependence is positively related to the supplier’s and buyer’s use of
coercive and non-coercive power.

A buyer’s use of coercive power positively promotes

suppliers’ opportunism, and a buyer’s use of non-coercive power is negatively related to
suppliers’ opportunism.
In the professional service context, Handley et al., (2019) examined the relationship
between a buyer’s use of power and a service provider’s opportunism, which is moderated by
the provider’s perceptions of dependence advantage. They found that the extent to which a
buyer’s use of mediated and non-mediated power aligns with a provider’s perceptions of relative
dependence and is associated with the provider’s opportunism. The ﬁndings underline the
importance of the relative dependence and perception of this dependence in an interfirm
relationship. The use of power needs to be aligned with the other ﬁrm’s perception of the relative
dependence.
These studies have indicated that TCE is a core theory for controlling opportunism in
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interfirm relationships. However, some studies have found that contractual governance has its
limitations, while the hybrid governance structure combining relational governance can be more
effective in managing interfirm relationships (Brown et al., 2000; Cao & Lumineau, 2015;
Carson et al., 2006). Therefore, it is necessary to examine the effects of power and dependence
asymmetry on opportunism in interfirm professional service to contrast the outcomes of the
findings in the extant literature of opportunism governance.

2.4.5. The Outcomes of Interfirm Exchange
According to Emerson (1982) and Molm (1999), interfirm exchange takes the forms of
negotiated and reciprocal exchanges. A negotiated exchange is a deliberate exchange in which
the parties engage in bilateral and commercial decision-making for a resource exchange between
them. The outcome of the negotiation is a formal contract with detailed terms and conditions
based on a mutual agreement and legally binding obligations. The exchange outcomes and
interfirm relationship follow the normative process addressed by Dwyer et al., (1987) and Ring
and Van De Ven (1994). On the other hand, reciprocal exchange is an autonomous exchange,
which is initiated by a party in “performing a beneficial act for another without knowing whether,
when, or to what degree the other party will reciprocate. Exchange relations develop when
beneficial acts prompt reciprocal benefit” (Molm et al., 1999).
Both the negotiated and reciprocal exchange processes take the form of a series of
sequential contingent interactions between the exchange parties. As the interactions repetitively
continue for a long period, the binding effect of contractual terms in a negotiated exchange is
relaxed, and the relationship between the exchange parties is gradually developed. Meanwhile,
relational factors such as cooperation govern exchange interactions, and autonomous obligation
fulfilment and self-enhancement are naturally formed in the interfirm exchange.
Eventually, regardless of whether an economic exchange is initiated by deliberate negation
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or autonomous reciprocity, the exchange evolves over time and develops into cooperative
behaviour that mitigates opportunistic behaviour as the exchange parties recognize the
importance and advantage of mutual and complementary resource exchange (Molm, 2000). As
such, interdependence and reciprocity may reduce behavioural uncertainty and encourage
cooperation. Thus, interfirm relationship can be defined as a series of interdependent economic
exchanges and attachments or outcomes that result from a series of interdependent economic
exchanges (Cropanzano & Mitchell, 2005; Emerson, 1982; Molm et al., 1999) . In line with TCE,
the outcomes of a successful interfirm economic exchange should develop cooperative behaviour,
satisfy exchange parties’ needs, and establish interfirm quality relationship. Table 2.7 presents
the reviewed empirical studies related to TCE and the outcomes of the interfirm exchange.
The premier outcome of interfirm exchange is interfirm cooperation, which can be defined
as joint and complementary commercial actions taken by the exchange firms in an interdependent
relationship to achieve mutually beneficial economic outcomes with expected reciprocity over
time (Anderson & Narus, 1990). Interfirm cooperation allows exchange parties to gain synergy
and promotes relationship development (Anderson & Narus 1990; Morgan & Hunt 1994).
Cooperation has been widely adopted in research on interfirm relationships and has been
confirmed as a core concept for generating positive outcomes (Lambe et al., 2001). Cooperation
“captures the level of coordinated and complementary actions between exchange firms in their
efforts to achieve mutual goals” (Palmatier et al., 2006).

As cooperative relationship grows,

firms in the exchange begin to shift their focus from discrete to continuous or repetitive
transactions and the relationship shifts from contractual-focused to relational-focused.
Consequently, cooperative behaviours develop and serve to promote greater benefits for the
exchange parties. As cooperative behaviours become the norm, cooperation will continue, and
the parties will conduct repetitive exchanges and maintain a long-term relationship. Table 2.7
presents my literature review related to cooperation in interfirm relationships. The review
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indicates that cooperation has been a core concept and is widely adopted in research on interfirm
relationships (Lambe et al., 2001).
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Table 2.7. Reviewed Empirical Studies on Interfirm Exchange and Outcomes
Author (Year)

Concept/Construct

Key findings

Anderson and
Narus (1984)

Cooperation, satisfaction

A model in distributor–manufacturer relation. Manufacturer control is negatively related to

Anderson and
Narus (1990)

Dependence, trust,
cooperation,
satisfaction,
communication

Relative dependence negatively influences partner firms, communication positively affects

Anderson,
Hakansson,
and Johanson
(1994)

Cooperation, norms,
trust, commitment

Findings suggest that firms develop networks of relationships and by cooperating, they can

Bercovitz, Jap,
and Nickerson
(2006)

Cooperation,
satisfaction,
performance

cooperation satisfaction. Outcomes are positively affected cooperation and satisfaction.
cooperation, and cooperation positively affects trust and functionality of conflict; trust
positively influences firm satisfaction with the exchange relationship.
raise the benefits each receives. Level of deserved and level of alternative may be used to
compare outcomes of network relationships.
Cooperation results from a calculative process facilitated by joint transaction-specific
investments and observability. The greater the level of these two exchange attributes, the
greater the level of cooperative exchange norms. The development is the result of social
processes that management cannot directly and fully control. This gap between realized and
expected norms affects exchange performance.

Claycomb and
Franwick
(1997)

Psychic costs, trust

Relationships develop via a series of social interactions. Trust guides the exchange behaviour
of firms seeking to establish long-term relationships. As the relationship becomes more
relational, the psychic costs of the relationship may increase.

Dwyer, Schurr,
and Oh (1987)

Trust, commitment,
norms, dependence

This study developed a five-phase model of relationship development that describes the
emergence of dependence, trust, commitment, and norms. Base work was done on SET
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seminal authors and Macneil's relational exchange model.
Frazier (1983)

Dependence,
cooperation,
satisfaction, rewards

A model of exchange behaviour in marketing channels. A series of interactions occurs between
the firms during an exchange. Cooperation is high when communication is effective and
participative decision making occurs. Satisfaction is influenced by a variety of social and
economic factors.

Gaski (1984)

Dependence,
satisfaction

Review of empirical contributions of marketing research. Dependence was found to be
positively related to power and negatively related to countervailing power; performance was
positively influenced by power and negatively influenced by conflict and countervailing power.

Gundlach,
Achrol, and
Mentzer
(1995)
Gundlach and
Murphy
(1993)

Norms, commitments,
long-term orientation

Credibility of commitments is positively related to the use of norms in governance, and norms

Norms, trust,
commitment

Contracts contain numerous shortcomings for facilitating relational exchange. Relational

are positively related to a long-term orientation towards commitment.

norms guide relational exchange. Trust is generated through the fulfillment of promises. Trust
and commitment are highly significant to relationships as exchanges become more relational.

Lusch and
Brown (1996)

Dependence, long-term
orientation, norms

When suppliers are dependent, they rely more on explicit contracts and the relationship has
better performance. High bilateral dependence leads to the use of more contracts, as does a
long-term orientation. High bilateral dependence is not associated with explicit contracts. The
greater the long-term orientation, the more relational behaviour develops. High bilateral
dependence increases relational behaviour. Greater use of contracts leads to greater
relationship performance.

McAllister

Affective-based and

This is a proposed theoretical framework of the nature and functioning of relationships of
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(1995)
Morgan and
Hunt (1994)

Nevin (1995)
Smith and
Barclay (1997)

cognitive based trust,
cooperation

interpersonal trust among managers and professionals in organizations, the factors

Trust, commitment,
communication,
cooperation, shared
values

Trust and commitment are central to relationship marketing. They have a positive and

Norms, trust,
dependence

This is a discussion of Macneil's relational framework and relational norms that describes the

Satisfaction, trust,
trustworthiness

Mutual perceived trustworthiness influences mutual trusting behaviours. Satisfaction is

influencing trust's development, and the implications of trust for behaviour and performance.
significant influence on cooperation. Communication, shared values, and relationship
termination costs are significant antecedents of trust and/or commitment.
conditions for successful relational exchange, including mutual dependence and trust.
affected by mutual trusting behaviours as well as mutual perceived trustworthiness, while
perceived task performance is influenced by mutual trusting behaviours.

Wilson
(1995)

Commitment, trust,
cooperation, goals,
performance
satisfaction.

This is an overview of key relational variables – commitment, trust, cooperation, mutual goals,
interdependence, satisfaction, adaptation. It builds on the process model of relationships of
the stages in which relational variables are active and latent.
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The second important outcome of interfirm exchange is the exchange parties’ satisfaction
with interfirm interactions. A variety of definitions exists in the marketing and channel relationship
literature, and they appear to be relatively consistent in nature. For example, Wilson (1995) defined
satisfaction as the extent to which a transaction, including tangible and intangible attributes, meets
the expectations of the exchange partners, Anderson and Narus (1990) defined satisfaction as the
outcomes of evaluations of all aspects of an interfirm relationship. Frazier (1983) referred
satisfaction or dissatisfaction as a state reflecting a firm’s feeling of being rewarded adequately or
inadequately for contributions to the relationship. Gaski and Nevin (1985) also viewed satisfaction
as the level of overall approval of the channel arrangement.
The third outcome of interfirm exchange is relationship continuity (Wilson 1995).
Relationship continuity has been defined as an exchange partner believing that an ongoing
relationship with another is so important as to warrant maximum efforts in maintaining it. “Firms
expect and believe that the relationship is worth continuing and ensures relational endurance
indefinitely” (Morgan & Hunt 1994). Continuity can be used as another important factor in
operationalizing interfirm relationship in empirical studies. Relationship continuity is more
strongly influenced by the level of social rewards than economic rewards in a relationship. Firms
receiving a high level of relational benefits may view the relationship as important and worthy of
maintaining. The commitment-trust theory by Morgan and Hunt (1994) provides both theoretical
and empirical support for relationship continuity.
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CHAPTER

THREE

RESEARCH MODEL AND HYPOTHESES

In this Chapter, I present my research model and elaborate the research hypotheses related to the
relationships in the model. Figure 3.1 depicts my research model which is constructed with seven
constructs and nine hypotheses. Thereafter, I focus on discussing the relative literature and
accordingly derive each hypothesis in the following sections.

3.1. Research Model
Figure 3.1 presents my research model. The model integrates the key concepts in the theoretical
foundations and delineates the interfirm behaviours of cooperation and opportunism and their
consequential effect on professional service performance. This research model attempts to unveil
the degree to which the integration of power-dependence and transaction cost economics theories
jointly determine the valuation firms’ cooperative and opportunistic behaviour, which in turn
impacts service performance. Meanwhile, research on the model also examines the extent to which
a valuer’s professionalism moderates the relationship between cooperative and opportunistic
behaviours and service performance.
First, the model indicates that the power-dependence theory (PDT) solidly underpins the
interfirm relationship’s construction and development (Emerson, 1962; French & Raven, 1959;
Scheer et al., 2015). In line with the theory, I integrate the constructs of mediated power and nonmediated power into the model to reflect property developer firms’ mediated and non-mediated
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powers (Frazier & Anita, 1995; Frazier & Summer, 1984), which act as the antecedent factors to
influence professional valuation firms’ cooperation and opportunism in the dyadic interfirm
relationship. The valuation firms’ dependence asymmetry is assumed to moderate the relationships
between (1) client firms’ mediated power and valuation firms’ opportunistic behavior; and (2)
client firms’ non-mediated power and valuation firms’ cooperative behaviour (Casciaro &
Piskorski, 2005; Hofer, 2015).

Figure 3.1. Proposed Research Model and Hypotheses
Second, as transaction economics theory (TCE) underlines the commercial transaction of
professional valuation service between the firms (Rindﬂeisch & Heide, 1997; Williamson, 1979,
1996), I deploy the construct of valuation firms’ opportunism or valuers’ opportunistic behaviour
in the model to capture the influence of client firms’ mediated power on valuation firms’
behavioural uncertainty in the valuation service (Cao & Lumineau, 2015; Carson et al., 2006b;
Ferguson et al., 2005; Wathne & Heide, 2000). Under client firms’ mediated power, the valuers
may behave opportunistically on behalf of valuation firms in fulfilling service obligations and
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duties in service contracts. Although mediated power has been posited to increase valuation firms’
behavioural uncertainty, the degree to which the influence of mediated power in professional
service is unknown.
Third, in contrast to mediated power as an effective force to motivate interfirm exchange, the
use of non-mediated power may be an effective force to motivate cooperation in the service
exchange (Cannon et al., 2000; Ferguson et al., 2005; Granovetter, 1985; Macaulay, 1963).
Therefore, I integrate the construct of client firms’ non-mediated power into the model to find out
the extent to which client firms influence valuation firms’ cooperative behaviour in performing the
service. The constructs of non-mediated power and cooperation in the model reflect their
complementary roles towards mediated power and opportunism because they enable interfirm
professional-client relationship to mitigate professionals’ behavioural uncertainty in service
performance (Cao & Lumineau, 2015; Iven & Blois, 2004; Lee & Cavusgil, 2006; Poppo & Zenger,
2002).
The interfirm professional-client relationship is a tie with both economic and social
implications such as exchange firms’ interactive process, behaviour, outcomes, and future service
intention (Blau, 1964; Homans, 1958; Lambe,,et al., 2001; Lioukas & Reuer, 2015). Thus, I deploy
cooperation, opportunism and service performance to delineate the relationships between the
valuation firms’ service behaviours of cooperation and opportunism, and, ultimately, service
performance related to client firms’ service needs and expectations.
The valuation firms’ cooperation and opportunism, to a large extent, directly determine
valuation service performance, while valuers’ professionalism may have moderating effects on the
relationships between (1) cooperative behaviour and service performance and (2) opportunistic
behaviour and service performance. Therefore, service performance is assumed to depend on the
valuation firms’ service behaviour, and the valuers’ professionalism in performing the valuation
service.
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Finally, the prophesied relationships among the constructs in the model may significantly
reflect the governance of interfirm professional-client relationships and the behavioural
consequence of professional service. With the articulation of these theoretical foundations, I
believe that the relationships are underpinned by the theories presented, subject to empirical
examination and justification.

3.2. Hypothesis Development
3.2.1. Mediated Power and Opportunism
As discussed above, mediated power in the dyadic professional-client relationship refers to client
firms’ financial resources and ability to influence property valuation firms to properly perform the
agreed actions in line with the service contract. Mediated power includes client firms’ reward
power (“carrot”), coercive power (“stick”), and legitimate power in the service setting for
monetary payment, financial penalty, and administrative regulation, respectively. Mediated power
also refers to client firms’ deliberate and overt use of financial resources and capacity to
extrinsically motivate or control valuation firms’ behaviour or actions in accomplishing the agreed
service activities and contractual compliance (Brown et al., 1995; Frazier & Summer, 1986;
Handley et al., 2019). In valuation service, the use of mediated power is reflected by the explicitly
written service contract. Compared to a professional valuation firm, a client firm usually has
stronger financial resources that can be used as reward power. In addition, the client firm does not
necessarily depend on any specific valuation firm to satisfy its property valuation needs, as there
are other alternatives available in the marketplace. Furthermore, the service contract is usually
prepared by the client firm’s lawyers. As the client firm has the financial resource advantage, it
has bigger bargaining power over the valuation firm. Thus, the contract terms are usually more
favorable to the client firm. This may be deemed the client firm’s overt use of reward and coercive
powers over the valuation firm. Thus, the client firm has a mediated power advantage (or
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dependence disadvantage) over the valuation firm.
Research on interfirm relationships has found that when a powerful firm in a dyadic
relationship excessively uses its mediated power, particularly the overuse or abuse of coercive
power, it demonstrates that the powerful firm has little trust and confidence in its partner firm (Das
& Teng, 1998). Accordingly, in valuation services, the client firm’s overt use of its mediated power
may induce the valuation firm’s feeling of unfairness, distrust, and give rise to opportunistic
behaviour for retaliating or reciprocating the client firm’s treatment (Handley & Benton, 2012;
Joshi & Stump, 1999). Recently, the empirical study by Huo et al., (2019) indicates that both the
supplier’s and buyer’s rewards and coercive powers are positively associated with the buyer’s and
supplier’s opportunistic behaviours. Furthermore, Handley et al., (2019) conducted an empirical
study to examine the power-opportunism relationship. They found that a positive relationship
exists between the use of mediated power and an increase in service provider’s opportunism.
Therefore, in line with this empirical evidence in current research findings, I assume that client
firms’ excessive use of their mediated power to control and threaten the valuation firms may
increase the valuation firms’ opportunism or valuers’ opportunistic behaviour in performing the
valuation service. Thus, this study posits:
Hypothesis 1. The higher the level of client firms’ mediated power, the higher the
tendency of valuation firms’ opportunism.

3.2.2. Non-Mediated Power and Cooperation
According to the power dependence theory (Emerson, 1962; French & Raven, 1959; Molm, 1999),
non-mediated power including reference power and expert power in a dyadic relationship refers
to a powerful firm’s unintended influence on its partner firm’s perception or cognitive belief. With
the considerate assistance or support of the powerful firm, the influence alters or improves the
partner firm’s perception, response, and behaviour towards the powerful firm. The effectiveness
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of non-mediated power also depends on the partner firm’s tendency to rely on the powerful firm –
the positive perception of the powerful firm’s non-mediated power, and the partner firm’s
willingness to alter its behavior, such as being receptive to the powerful firm’s assistance and
influence and absorbing the powerful firm’s expertise and skills.
In the research context of professional valuation service, both the client firm and valuation
firm have complementary references and expert power to influence each other. Particularly, the
client firm may have a wide horizon of property marketing expertise, insightful senses, views of
long-term property value, and industrial reputation and trustworthiness. On the other hand, a
professional valuation firm may have strong technical expertise, high service reputation and
credibility, and excellent professional service reputation. If the valuation firm is open-minded and
perceives positively the client firm’s non-mediated power, the valuation firm would appreciate and
learn from the client firm, behave respectfully and collaboratively, and thereby develop a
cooperative relationship in the process of the valuation service.
Given the positive nature of non-mediated power (Benton & Maloni, 2005), the client firm’s
implicit use of non-mediated power also means that the firm will grant benefits and assistance,
such as providing quality information, to help the valuation firm perform the valuation analysis
(Huo et al., 2019). In addition, exercising non-mediated power implies that the client firm respects
the valuation firm’s professional work and expertise, promotes professionals’ autonomy in critique
and judgement, motivates valuers’ cooperation with the client firm’s investment managers through
close working relationships, a deep understanding of the client’s concerns, efforts in worktime and
from the workforce, and effective coordination and communication (Chae et al., 2017). On the
other hand, valuers’ perception of client’s non-mediated power may enhance their cooperative
behaviour and the valuation firm’s cooperation. It may also mitigate the self-interest intention and
result in reciprocal cooperation or even improve mutual business cooperation to reduce transaction
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costs (Handley et al., 2019; Zhao et al., 2008). Therefore, this study postulates:
Hypothesis 2. The higher the level of client firms’ non-mediated power, the higher the
level of valuation firms’ cooperation.

3.2.3. The Moderation Effects of Dependence Asymmetry
The power-dependence theory and its relevant literature (see Section 2.1.3) have developed a few
key concepts to articulate dependence in social and economic relationships (Emerson, 1962;
Frazier & Summer, 1986; French & Raven, 1959; Scheer et al., 2015). A particular core concept
is dependence asymmetry (DA). DA is the net dependence of a firm in a dyadic interdependence
relationship. For a valuation firm, DA is the difference in dependence levels between the valuation
firm’s dependence on its client firm and the client firm’s dependence on the valuation firm in the
dyad (Casciaro & Piskorski, 2005; Gulati & Sytchm, 2007; Hofer, 2015). The value of DA can
vary from positive to negative in a quantitative scoring of interdependence. For example, when a
valuation firm has a dependence advantage over its client firm, that means the valuation firm has
a positive DA value reflecting that the valuation firm’s dependence on the client firm is higher
than the client firm’s dependence on the valuation firm. In other words, the client firm has the
power advantage.
The first scenario in the professional valuation service research context is when the valuation
firm has a positive DA value (dependence advantage), and the client firm uses mediated power to
inﬂuence the valuation firm. Since, the valuation firm is in a weaker and disadvantage position in
the dyadic relationship, the valuation firm’s opportunism may be induced by a fear that the client
firm will abuse its power advantage to rigorously exercise its reward and coercive power to
regulate and penalize the valuation firm (Handley et al., 2019; Wathne & Heide, 2000). Although
the valuation firm is not initially inclined to behave opportunistically, the client firm may frame
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the dyadic relationship in a piece-by-piece project-based mindset (Brown et al., 1995). Therefore,
the client firm’s relationship framing with the instigation of using mediated power may provoke
the valuation firm to respond with a transaction-oriented and short-term service attitude. As such,
the positive relationship between the client firm’s mediated power and the valuation firm’s
opportunism as described in H1 may be further strengthened by the valuation firm’s positive DA
value. Therefore, this study posits:
Hypothesis 3. The relationship between mediated power and opportunism is more
positive when valuation firms have positive dependence asymmetry (dependence
advantage). That is, valuation firms’ positive dependence asymmetry enhances the
relationship between client firms’ mediated power and valuation firms’ opportunism.
Another scenario is when the valuation firm perceives that it has a positive DA value
(dependence advantage), and the client firm relies on its own non-mediated power to inﬂuence the
valuation firm. With non-mediated power, the client firm’s inﬂuence is achieved through its
expertise, reputation, industrial status, and the valuation firm’s positive perception of the client
firm’s good faith, identification, and trustworthiness (Brown et al., 1995; Handley & Benton,
2012). This positive perception may enhance the valuation firm’s reception to the client firm’s
non-mediated power. In other words, the client firm is perceived a dependable and trustworthy
business partner (Colquitt & Rodell, 2011; Morgan & Hunt, 1994; Poppo et al., 2008; Zaheer &
Harris, 2006). This belief develops the valuation firm’s willingness to accept the client firm’s
influence and become even more dependent on the client firm. In turn, the enhanced dependence
increases the valuation firm’s motivation to behave cooperatively and develop a quality
professional-client relationship (Gulati & Sytchm, 2007; Gundlach & Cadotte, 1994; Handley et
al., 2019).
In this situation, the valuation firm may have little tendency to behave opportunistically to
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exploit the client firm’s vulnerability of information and knowledge asymmetry. Instead, the
valuation firm may gain valuable benefits from the client firm’s non-mediated power and be
willing to augment the existing professional-client relationship (Caniëls & Gelderman, 2007; Chae
et al., 2017; Scheer et al., 2015). Therefore, the impact of client firms’ non-mediated power on the
valuation firms’ cooperative actions will be further enhanced by the valuation firms’ positive DA
value. As such, this study posits:
Hypothesis 4. The relationship between non-mediated power and cooperation is more
positive when valuation firms have positive dependence asymmetry (dependence
advantage). That is, valuation firms’ positive dependence asymmetry enhances the
relationship between client firms’ non-mediated power and valuation firms’ cooperation.

3.2.4. Cooperation and Opportunism
Interfirm cooperation is the joint transaction of service exchanges undertaken by two firms’
boundary spanners in an exchange relationship (Ferguson et al., 2005; Stock, 2006). The
cooperation is a collaborative effort aiming to achieve mutually beneficial economic outcomes
with expected reciprocity over time (Anderson & Narus, 1990). The cooperative process allows
the boundary spanners to develop a shared interest, understanding, and trust, which accordingly
creates synergistic effects of mutual profits and relationship continuity (Anderson & Narus 1990;
Morgan & Hunt 1994). Thus, cooperation captures the level of coordinated and complementary
actions between exchange partners in their efforts to achieve mutual goals.
Extant studies have confirmed that interfirm cooperation can reduce misunderstandings and
mitigate an exchange firm’s self-goal-seeking behaviour. It is likely that cooperation facilitates
firms in a dyadic relationship to know clearly the other firm’s intention, observe closely and detect
early the other firm’s boundary spanners’ opportunistic behaviour in order to take timely actions
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to alleviate or avoid the negative consequences of opportunism.
In the context of property valuation service, the interfirm cooperation between a client firm’s
property managers and a valuation firm’s valuers are of ultimate importance for the client firm
because of the importance of property valuation to the client firm’s investment decision. A decision
relying on a sub-standard valuation service will likely result in substantial investment loss to the
client firm.

Cooperation between the client firm’s investment managers and the valuation firm’s

valuers may allow the managers to monitor the valuers’ performance. The investment managers
can detect the valuers’ opportunistic behaviour early and take necessary actions to stop such
behaviour.
Hypothesis 5. The higher the level of interfirm cooperation, the lower the chance of
valuation firms’ opportunism.

3.2.5. Cooperation and Service Performance
In line with the social exchange and relational exchange theories (Blau, 1964; Cropanzano &
Mitchell, 2005; Emerson, 1982; Homans, 1958; Lambe et al., 2001; Lioukas & Reuer, 2015;
Thibaut & Kelley, 1959; Emerson, 1982; Macneil, 1980), one of the expected behavioural
outcomes of interfirm cooperation is service performance, which is defined as the joint,
complementary, and collaborative outcomes of mutual benefits and reciprocity transactions over
time (Dyer & Singh, 1998; Gulati & Nickerson, 2008).

Cooperation leads exchange firms to gain

synergy and promotes long-term relationships (Anderson & Narus, 1990; Morgan & Hunt, 1994).
In property valuation service, cooperation allows the client and the valuation firms to
thoroughly understand the other firm’s concerns and interests. The outsourced valuation service
enables each firm to focus on its business expertise or competencies. During the valuation process,
the firms can interactively exchange data and information, share knowledge and expertise, and
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behave collaboratively to enhance mutually beneficial service performance (Berry, 1995; Walsh &
Gordon, 2010). Such interfirm cooperation in the professional-client relationship is of vital
importance and has strategic effects on each firm’s business operations and performance (Gulati
et al., 2009; Gulati & Nickerson, 2008). As a result, Das and Teng (1998) considered that
cooperation reflects a firm’s willingness in a dyad to pursue mutually compatible interests rather
than acting opportunistically. Therefore, interfirm cooperation should foster the valuation firms’
communication and coordination, facilitate interfirm knowledge sharing, enhance valuation firms’
high adaptability to client firms’ investment goals and interests, and eventually contribute to
satisfactory service performance. Therefore, this study asserts:

Hypothesis 6. The higher the level of interfirm cooperation, the higher the level of the
valuation firms’ service performance.

3.2.6. Opportunism and Service Performance
Opportunistic behaviours can take place under any circumstances in an economic exchange
(Wathne & Heide, 2000). According to TCE (Williamson, 1979, 1981), opportunistic behaviour is
defined as “self-interest seeking with guile” (Williamson, 1975). In line with this definition,
Williamson (1985) particularly defined opportunistic behaviour as an exchange firm’s deliberate
actions or calculated efforts, including lying, cheating, stealing, failing to fulfill obligations,
breaching contractual terms, shirking product or service quality, misrepresenting and distorting
information, and withholding valuable information to other firms. A firm’s opportunism intends to
mislead, disguise, and confuse its exchange partner firm to take advantage and exploit the partner
firm’s vulnerability and profits (Carson et al., 2006a; Handley & Benton, 2012; Handley et al.,
2019; Jap & Ganesan, 2000; Wathne & Heide, 2000). Depending upon the circumstances,
opportunism does arise in interfirm exchanges and deteriorates relationships to a dangerous stage
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(Wathne & Heide, 2000). Indeed, various opportunistic behaviours and contractual violations take
place over the course of interfirm transactions and relationship continuity (Antia & Frazier, 2001).
In property valuation, opportunism likely derives from a firm’s individual self-interest rather
than mutual goal-seeking motivation. For example, if a client firm overuses its coercive power to
penalize or threaten its valuation firm or uses aggressive contractual terms and conditions to
request unfair service offers, the valuation firm’s valuers may intentionally and implicitly retaliate
against the client firm’s threat or demand with opportunistic behaviours, such as shirked service
quality, heightened service charges, or withholding critical information from the client firm. If this
happens, the valuation firm’s opportunism, such as sub-standard service, constant disputes, high
transaction costs, poor service performance and even relationship termination, are likely to happen
(Brown et al., 2000; Wathne & Heide, 2000; Williamson, 2008). Therefore, it is reasonable for this
study to posit that:
Hypothesis 7. The higher the level of the valuation firms’ opportunism, the lower the
level of service performance.

3.2.7. The Moderation Effects of Professionalism
Professionalism is the core notion indicating professionals’ beliefs and attitudes. It characterizes
the norms of professional behaviour in service (Bartol, 1979). In line with the works by Hall (1968)
and Kalbers and Fogarty (1995), professionalism refers to professionals’ mindset in how they view
the profession and their professional roles in society. The five dimensions of professionalism
reflect professionals’ competency in knowledge, expertise, skills, status, and experience, and
confer the sense of professional standards of behaviours and performance in providing professional
service.

The dimensions have been widely used in various studies and applied in different

professional contexts (Abbott, 1991; Boyt et al., 2001; Carr-Saunders & Wilson, 1933; DeLong &
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Nanda, 2003; Evetts, 2011).
Empirical studies on the impacts of professionalism have been proliferated (Boyt et al., 2001)
examined the relationships between professionalism and professional behavior.

Their findings

show that professionalism is positively and significantly associated with professional behaviours,
which leads to professionals’ job satisfaction, sharing of beliefs, feelings, and values. Recently,
Dinger et al., (2015) studied the effects of professionalism in the context of information technology
(IT) service and examined how professionalism relates to IT professionals’ perceptions and
behaviours. They found that the dimensions of professionalism have positive relationships with
intrinsic motivation, job satisfaction, and service performance.
However, there has been little empirical research on the moderation effect of professionalism
on the relationship between professionals’ behaviour and service performance. The dimensions of
professionalism may not be regarded as the actionable and explicit factors to directly influence
valuers’ cooperative or opportunistic behaviour. Instead, there may be imperceptible and
unconscious moderation effects on the relationships between the valuers’ behaviour and their
performance. According to professional ethics and the ideology of professional practice, it can be
reasonably assumed that professionalism enhances the relationship between professionals’
cooperative behaviour and service performance because the dimensions of professionalism such
as “profession association as a referent”, “sense of calling to the filed”, and “belief in public
service”, reflect professionals’ perceptions and feelings of their profession – roles, identity, belief,
obligation, and value to society. Perceptions and feelings are likely to motivate the valuers to
uphold the professional norms, behaviour standards, and commitment to the profession (Boyt et
al., 2001; Dinger et al., 2015; Lee, 2014; Lui et al., 2003). These dimensions are also particularly
related to the service performance and the continuing professional-client relationship, including
establishing convergence service goals with the client firm, maintaining a cooperative service
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attitude, and collaborative service behaviour with investment managers in the process of the
valuation service. Therefore, it is postulated that:
Hypothesis 8. The relationship between interfirm cooperation and service performance
is more positive when valuers have a high level of professionalism. That is, valuers’
professionalism enhances the strength of the relationship between cooperation and
service performance.
On the other hand, the other two dimensions of professionalism, “autonomy” and “belief in selfregulation”, may constrain and control valuers’ opportunistic behaviour when they work on behalf
of their valuation firms in fulfilling service obligations and duties to client firms. Although
autonomy gives valuers the power to independently exercise their duties and make judgement
decisions, their behaviours are subject to self-regulation and self-control. The professional code of
conduct limits valuers’ ability to take advantage of client firms’ information asymmetry, inability
to detect opportunistic behaviour, and vulnerability in knowledge and judgement of the service
performance (Wathne & Heide, 2000). As such, valuers’ professionalism of autonomous selfregulation may limit their motivation to behave opportunistically and mitigate the negative effects
of valuation firms’ opportunism in performing the valuation service. Therefore, this study contends
that:
Hypothesis 9. The relationship between opportunism and service performance is
mitigated when valuers have a high level of professionalism. That is, valuers’
professionalism reduces the strength of the relationship between opportunism and
service performance.
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CHAPTER

FOUR

RESEARCH METHODOLOGY

This Chapter focuses on the research design and methods deployed to conduct this empirical study.
I first explain the use of the questionnaire survey as the appropriate approach for this study. Then,
I discuss the sample design issues related to the respondents of valuers and investment managers
as reliable informants to provide raw data and information for statistical analysis. In addition, I
explain the rationale of the dyadic approach to survey administration for collecting data from the
respondents and excluding the problems of social desirability and common method biases.
Furthermore, I describe the brainstorming sessions conducted with the valuers and investment
managers to evaluate the observable variables (measurement items) of the statements in my
research questionnaires. Afterwards, I discuss the demographic information collected from the
respondents as control variables in the statistical analysis of my research model. Finally, I present
the observable variables for the constructs in my research model in Table 4.1. The variables are
the statements presented in the survey questionnaires.

4.1. Use of Questionnaire Survey
A questionnaire survey was selected as the proper and effective method for data collection in this
study. This method allows me to collect a dataset with a large number of observable variables in a
cost-effective and timely manner, especially from the busy and time-valuing professionals
(Kerlinger, 1986). Further, this process makes my empirical study feasible, because I can use the
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collected data to statistically explore and examine their relationships in my research model.
Therefore, the questionnaire survey is an effective and efficient sampling approach for me to reach
the respondents of valuers and investment managers to collect data for statistical analysis (Cook
& Campbell, 1979; Fowler, 2014).

4.2. Sampling Issues
4.2.1. Respondents
In valuation firms, the valuers are the actual valuation service providers to their client firms – the
property developer or asset management firms. In client firms, the investment managers are in
charge of managing the outsourced valuation projects on behalf of the property developer or asset
management firms. As such, the valuers and the investment managers are the appropriate
respondents for providing reliable data to this study. Indeed, many previous service management
studies reveal and confirm that the high customer contact employees in the service industries are
the ideal respondents for providing reliable and first-hand raw data for service studies (e.g., Kelly
& Hoffman, 1997; Schneider & Bowen, 1985; Verbeke & Bagozzi, 2000).
Thus, the first step of my empirical investigation is to select and invite the valuers who work
in the valuation firms and have experience in providing valuation services for client firms. On the
other hand, I also invited the investment managers from property developer or asset management
firms who have experience in managing the outsourced valuation projects as respondents
participating in my questionnaire survey (Kumar et al., 2001).
It is imperative that the respondents’ knowledge and professional background are relevant on
data reliability and accuracy for model analysis and hypothesis testing. Therefore, experienced
valuers in valuation firms were the target respondents to provide data and information about their
valuation service. Particularly, the valuers should have experience in understanding client firms’

72

power influence and the level of their firms’ dependence on the clients so that they can provide
insightful viewpoints in these issues. On the other hand, the service behaviour and service
performance of the valuers are usually monitored and appraised by client firms’ investment
managers, as they have first-hand contact and interaction experiences with the valuers. Thus,
experienced investment managers were the targeted respondents for gaining reliable assessments
on their firms’ dependence on the valuation firms, the valuation firms’ service behaviour and
performance (Kumar et al., 2001).

4.2.2. Sampling Criteria
A few criteria for assessing the respondents’ qualifications were set to ensure data and information
quality. The respondents must be (1) experienced valuers or surveyors and investment managers
with over three years of experience in their current position, (2) have university degree(s), (3) have
professional qualifications, and (4) members of the Hong Kong Institute of Surveyors (HKIS)
and/or the Royal Institution of Chartered Surveyors (RICS).

4.2.3. Sampling Methods
I adopted a snowball-based convenient sampling technique and used my social/industrial
connections to invite qualified valuers and surveyors, and investment managers in Hong Kong to
participate in my questionnaire survey. The respondents were also invited to refer the
questionnaires to their colleagues in order to have a wider reach for respondents and samples. I
conducted the questionnaire surveys from June to early July 2020 for about six weeks.

4.2.4. Sample Collection Procedures
In addition to the distribution of the questionnaires through my social connections and the snowball
method, I also used social media such as WhatsApp, Facebook, WeChat, and email invitations to
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invite the potential respondents to participate in the questionnaire survey. Eventually, this sampling
method generated good responses (Fowler, 2014).

4.2.5. Dyadic Approach to Survey Administration
A dyadic approach for the survey administration was adopted for this survey. This approach
overcomes the weakness of traditional self-reporting questionnaire surveys (Fowler, 2014). In
particular, Podsakoff et al., (2003) pointed out that self-reporting questionnaires have two
shortcomings. The first one is the common method variance, which arises when the measurement
data on independent and dependent variables (or exogenous and endogenous constructs) are
collected from the same respondent. If the measurement data come from the same source, any
defect in the data source may contaminate the measurement in the same variation direction of the
variables (or constructs) and the relationships among the variables. Furthermore, the variance
shared with the same referent domains might erroneously deteriorate the strength of the significant
or non-significant relationships. In line with the recommendations by Johnson et al., (2011),
MacKenziea and Podsakoff (2012), Malhotra et al., (2006), and Podsakoff et al., (2003), my study
attempts to structurally eliminate the problem of common method variance. I adopted a dyadic
approach of two separate but related questionnaires to collect data from two different sources:
the valuers and the investment managers (Fowler, 2014; Sekaran, 2016). As a result, the problem
of common method variance in my dataset is excluded by the fact that the data of different
variables (constructs) are collected separately from the service providers and the service recipients.
The dyadic approach also solves another critical problem in self-reporting questionnaire
surveys – social desirability. As discussed by Johnson et al., (2011) and Podsakoff et al., (2003),
the social desirability problem reflects the tendency of respondents to express their own viewpoints
in a socially desirable or favorable manner, particularly to sensitive issues such as opportunistic
behaviour and performance (e.g., people tend to give high ratings on satisfaction with their own
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performance). Affected by the self-reporting manner in which the data are collected, the mean
values of these variables in a self-reported dataset are likely inflated (or deflated) systematically.
This will cause an upward (or downward) shift in the survey responses collected.

My study used

investment managers’ viewpoints to appraise the valuer’s behaviour and performance in the
valuation service to avoid the problem of social desirability arising from valuers’ self-reporting.
Although Podsakoff et al., (2003) suggested that the problem may not be a serious concern, this
study attempted to minimize the doubtable concerns of the interpretation of correlations involved
in the dataset and in my research findings. Therefore, with appropriate methodological caution, I
used a dyadic approach in the questionnaire survey. Indeed, this is an effective way to reduce the
problems and biases that exist in sampling data from a conventional questionnaire survey.

4.3. Instrument Design
4.3.1. Brainstorming and Discussion with Professionals
As discussed in my literature review, there are few empirical studies that have been carried out on
professional services, and little research has been conducted on the professional-client relationship
in the context of commercial property valuation. Therefore, I held two separate brainstorming
sessions with two senior valuers in valuation firms in Hong Kong. The purpose of the meetings
was to deepen my understanding of the valuation process and verify the measurement items in my
draft questionnaire for valuers. The measurement items were derived from the literature of
professional practice and service performance in existing academic and professional studies. The
sessions were carried out well within two hours each and were conducted in an informal
atmosphere to encourage the valuers to freely express their views, offer critical comments and
meaningful suggestions. Thereafter, I followed their suggestions and revised the questionnaire
prepared accordingly (Sekaran, 2016).
In addition, I also held two separate meetings with two investment managers from two Hong
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Kong leading property developer firms. The aims of these sessions were to understand the
investment managers’ roles, their communication, coordination, and collaboration with valuers in
the valuation process and their perception of the valuers’ opportunism, professionalism, and
service performance in valuation projects. Consistent with the sessions with valuers, the sessions
with managers were also carried out within two hours each and were conducted in an informal
atmosphere. The investment managers freely expressed their views and gave meaningful
suggestions to my draft questionnaire prepared for the investment managers.
With the constructive comments and suggestions received from the meetings, I revised the
initially developed measurement items and question statements in the preliminary questionnaires.
In addition, the meetings have enriched my knowledge with practical insights into the professional
valuation service related to property valuation and client firms. There is no doubt that the insightful
information from valuers and investment managers inspired my consideration for the implications
of my research and the ways I could transform my research outcomes into practical contributions.

4.3.2. Control Variables
Based on the outcomes of the brainstorming and discussion sessions, I revised the introduction
section of the survey questionnaires, clarified my research objectives, ensured data and
information confidentiality, and specified a scenario of a recent valuation project for a client firm
with project scale and value. The brainstorming sessions also confirmed and consolidated the
measurement items or observable variables in the questionnaires, which were expressed by
statements to reflect corresponding constructs in the research model. The statements were
measured using a 7-point Likert-scale ranging from “strongly disagree (1)” to “strongly agree (7)”.
As the respondents are qualified valuers and investment managers, the questionnaires were
presented in English.
Twelve control variables were included in the survey questionnaires to examine their possible
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confounding influences on the research model and hypotheses. First, the size of valuation firms
and its relative size to client firms were incorporated into the survey and analysis, and the number
of valuers was used to measure the valuation firm as it reflects firm’s history and knowledge
resource in the service operation. Another control variable was the number of valuation projects
carried out in the past five years with the current client firm. This variable accounted for the length
and continuation of the existing professional-client relationship, because it reflects a medium-term
interfirm cooperation and relationship quality between the valuation firm and its client firm.
Other control variables related to respondents’ demographic information included in this study
are respondents’ years of experience as a valuer or investment manager, years of working in the
current firm, current position in the service firm, type of professional memberships and
qualifications. Overall, the data obtained from the control variables reflect the respondents’
professional identification that may indirectly influence their service behaviours and performance.

4.3.3. Questionnaire Design and Measurement Items
Appendices A1 and A2 are the two survey questionnaires. The first questionnaire contains the
measurement items for the valuers from valuation firms. In that questionnaire, the client firm is a
property developer that engages the professional valuation firm (“my firm” in the instrument) to
provide property valuation service. The valuation firm assigned a few employees – valuers (“I” in
the instrument) – on behalf of the valuation firm to carry out the valuation service for the client
firm and eventually deliver a valuation report or recommendations on the fair value of a property,
such as a shopping mall, hotel, or office, at a given point in time. The respondent of the survey
questionnaire was both an employee of the valuation firm and a qualified valuer who has
professional status and work experience in the profession. In the survey, I inform the respondents
that he or she represents the valuation firm in providing a valuation service for the client firm, and
the service is based on a service contract signed with the client firm before the start of the service.
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An existing professional-client relationship might have been developed in the past. The
introduction section in the questionnaire puts the respondent into the role of a valuer in the project
and guides the respondent to express his or her opinions and complete the questionnaires. The
level of agreement or disagreement to each statement reflects the respondent’s view, perception
and judgement.
Another questionnaire (Appendix A2) was developed for the client firms’ investment
managers to measure their firm’s level of dependence on the valuation service, service behaviour
and performance of the valuation firms. In the survey, the investment managers will carry out a
service evaluation to appraise the valuers’ behaviour and the valuation firms’ performance. The
managers should have experience in interacting with valuers as they have worked with the valuers
throughout the valuation process. They know best whether the valuers behaved opportunistically
and whether a satisfactory service was provided by the valuation firms. In the questionnaire, the
level of agreement or disagreement to each statement reflects the investment managers’ view,
perception, and judgement.
In the literature review, I identified the observable variables of the constructs in my research
model from the well-established measurement items in the theories and prior empirical studies
(John & Benet-Martinez, 2000; Sekaran, 2016). Table 4.1 provides the observable variables for all
first-order constructs and the literature sources of the variables.
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Table 4.1. The Constructs, Measurement Items, and Literature Sources
Construct
Reward Power
(RWP)

Legitimate Power
(LGP)

Coercive Power
(COP)

Expert Power (EXP)

Source

Measurement Item
RWP1 If my firm did not follow the instruction, my firm would not have received further
jobs from the client firm.
RWP2 By following the instructions, my firm would receive more jobs from the client
firm.
RWP3 By following the instructions, my firm would encounter fewer potential problems
from the client firm.
RWP4 Given the payment of valuation fee to my firm, the client firm might force my firm
to follow its instructions.

Benton & Maloni,

LGP1 The client firm had the right to require my firm to provide the valuation service as
specified in the service contract.
LGP2 The client firm had the right to expect my firm to provide other services beyond the
service contract.
LGP3 As the client firm was my firms’ important client, my firm followed its service
instructions.
LGP4 The client firm had the right to expect my firm to go along with its service
instructions.
COP1 The client firms’ investment manager might get back at me if I did not follow his
instruction.
COP2 The investment manager hinted that it might take actions if my firm did not go
along with its instructions.
COP3 The client firm might have made things difﬁcult if my firm did not follow its
instructions.
COP4 The client firm might withdraw the project if my firm did not follow its instructions.

Benton & Maloni,

EXP1 The client firms’ investment manager had knowledge in my firm’s service of
property valuation.

Benton & Maloni,
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(2005); Brown et al.
(1995); Chae et al.
(2017); Handley et al.
(2019); Zhao et al.
(2008).

(2005); Chae et al.
(2017); Zhao et al.
(2008).

Benton & Maloni,
(2005); Brown et al.
(1995); Chae et al.
(2017); Zhao et al.
(2008).

EXP2 The client firms’ investment manager had expertise to assess my firm’s valuation
service.
EXP3 The client firms’ investment manager knew what I should have done on the
property valuation.
EXP4 My firm got useful viewpoints and suggestions from the client firms’ investment
manager.

(2005); Brown et al.
(1995); Chae et al.
(2017); Handley et al.
(2019); Zhao et al.
(2008).

Reference Power
(REP)

REP1 If the client firm was reputable, my firm would be more willing to collaborate.
REP2 If the client firm was reputable, my firm would be proud to provide the valuation
service.
REP3 My firm provided the valuation service in the ways of matching the client firms’
high expectation.
REP4 My firm was honored for being associated with the client firm through providing
the valuation service.

Client’s Dependence CDA1 My firm would suffer a lot due to the loss of the valuation service and relationship
with the valuation firm.
(CDA)
CDA2 It would be difficult for my firm to replace the valuation firm with another
valuation service provider.
CDA3 My firm developed a strong dependent relationship with the valuation firm.
CDA4 My firm made signiﬁcant investment in the relationship between my firm and the
valuation firm.
PDA1 My firm would suffer a lot due to the loss of the valuation fee and relationship with
Valuer’s
the client firm.
Dependence (PDA)
PDA2 It would be difficult for my firm to replace the client firm with another client.
PDA3 My firm developed strong dependent relationship with the client firm.
PDA4 My firm made signiﬁcant investment in the relationship between my firm and the
client firm.
Opportunism (OP)
OP1 The valuer sometimes overstated the time and efforts needed to perform the
valuation service.
OP2 The valuer occasionally under- or over-stated facts or information for getting more
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Benton & Maloni,
(2005); Brown et al.
(1995); Chae et al.
(2017); Zhao et al.
(2008).
Chae et al. (2017);
Handley et al. (2019);
Huo et al. (2019);
Scheer et al. (2015).

Achrol & Gundlach
(1999).

favorable service payoffs.
OP3 The valuer provided a truthful package when negotiating the valuation project with
my firm.
OP4 The valuer promised to do some service activities, but sometimes those activities
might not actually be performed.
OP5 The valuer sometimes escalated the costs occurred while the valuation service was
in progress.
CO1 I well understood the client firms’ goals and expectation to the valuation service.
Cooperation (CO)
CO2 I carefully coordinated service time and process with the client firms’ investment
manager.
CO3 I closely collaborated the tasks and work schedule with the client firms’ investment
manager.
CO4 I timely and regularly communicated the progress of valuation service with the client
firms’ investment manager.
CO5 I and the investment manager jointly worked out the valuation report and
recommendation for the client firm.
PM1 I took pride in being a professional in performing the valuation service for the client
Professionalism (PM)
firm.
PM2 I had autonomy to exercise my own judgement in performing the valuation service
for the client firm.
PM3 I followed the professional code of conduct in performing the valuation service for
the client firm.
PM4 I adhered to the principle of professional ethics in performing the valuation service
for the client firm.
PM5 I acted professionally in performing the valuation service for the client firm.
Service Performance (SP) SP1 My firm was satisfied with the report and recommendation provided by the
valuation firm.
SP2 My firm believed that the valuer and valuation firm provided high quality
professional service.
SP3 The valuation service enhanced the relationship between my firm and the valuation
firm.
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Carson et al. (2006).

Anderson & Narus
(1990); Cannon &
Perreault (1999); Wilson
(1995).

Boyt et al. (2001);
Dinger et al. (2015);
Hall (1968); Snizek
(1972).

Cannon et al. (2000);
Cousins et al. (2006);
Ferguson et al. (2005);
Liu et al. (2009).

SP4 My firm expected to re-engage the valuation firm’s service in the future.
SP5 My firm would recommend the valuation firm’s service to other firms.
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To capture the data value of the observable variables, there are 62 measurement items or
statements in the two questionnaires.

The constructs of mediated and non-mediated power are

second-order constructs. They have three and two sub-dimensions respectively. Other constructs
in the model are single-level constructs. All constructs are captured by the reflective measurement
items. For all construct measurement items, respondents are asked to indicate their views on a set
of 7-point Likert-type scales ranging from 1(strongly disagree) to 7 (strongly agree). The higher
the score, the stronger the measured tendency to agree to a statement.
In sum, the sources of measurement items (observable variables) for the constructs in my
research model were derived from extant literature. The far-right column in Table 4.1 provides the
sources of measurement items and scales used by previous empirical studies. For example, I
adopted the measurement items and scales on mediated power and non-mediated power from the
studies by Benton and Maloni (2005), Brown et al., (1995), Chae et al., (2017), Handley et al.,
(2019), and Zhao et al., (2008). I collected the measurement items for the power dimensions,
revised the wordings and presented sequences of the items, and I kept 20 items to reflect the three
dimensions of mediated power and the two dimensions of non-mediated power as manifestations
of client firms’ power in professional valuation service. By the same token, I adopted the
measurement scales from previous empirical studies to create the measurement items for the
remaining constructs in my research model.
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CHAPTER

FIVE

ANALYSIS AND FINDINGS

This Chapter describes the data analysis and research findings of my study. I first present the data
source, collection procedures, and the demographic information of valuers, valuation firms,
investment managers, and property developer or asset management firms. Then, I describe the
process of data cleaning, data distribution and correlation analysis used to ensure that the data
collected from 260 dyadic samples were appropriate for statistical analysis. Next, I discuss the
applications of structural equation modeling (SEM) techniques and provide justification for the
selection of the variance-based SEM technique and the SmartPLS software for this study.
Thereafter, I present the process and outcomes of reliability analysis, convergent validity,
discriminant analysis, and measurement model analysis.

I then report the SEM analysis of my

research model and two alternative models for model assessment and moderation effects. Finally,
I present the outcomes of the hypothesis testing and elaborate the overall outcomes of statistical
analysis.

5.1. Data Source, Demographic Information, and Descriptive Analysis
As mentioned in Chapter Four, I conducted questionnaire surveys from June to early July 2020 for
about six weeks. Through my social connections, the questionnaires were sent to the heads of
major valuation firms for distribution to their valuers. Follow-up messages, emails, and phone
reminders were made two weeks after the questionnaire distribution. Eventually, the valuer’s
questionnaires were collected from the following six major leading and active valuation firms in
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Hong Kong:
(1) CBRE Hong Kong (世邦魏理仕, https://www.cbre.com.hk);
(2) Savills (第一太平戴維斯, https://www.savills.com.hk);
(3) JLL (仲量聯行, https://www.jll.com.hk);
(4) Colliers (高力國際, https://www2.colliers.com);
(5) Knight Frank (萊坊, https://www.knightfrank.com.hk); and
(6) Cushman & Wakefield (戴德梁行, https://www.cushmanwakefield.com).

Using the same distribution method, I collected the investment managers’ questionnaires from the
following eight leading and active property developer and asset management companies in Hong
Kong:
(1) ARA Asset Management Company (亞騰資產管理有限公司, https://www.ara-group.com);
(2) Sino Group (信和集團, https://www.sino.com);
(3) Emperor Group (英皇集團, https://www.emperorgroup.com);
(4) LINK (領展資產管理有限公司, https://www.linkreit.com);
(5) Hong Kong Land (置地公司, https://www.hkland.com);
(6) CK Asset Holdings Limited (長江實業集團有限公司, https://www.ckah.com);
(7) New World Development Group (新世界發展集團, https://www.nwd.com.hk); and
(8) MTR Group (港鐵, http://www.mtr.com.hk).

Finally, 88% of the distributed questionnaires were returned. In line with the survey research
method (Fowler, 2014), I screened each of the collected questionnaires and dropped five
uncompleted copies. Then, according to the question statements of the valuation project, the scale
and value in both the valuers’ and investment managers’ questionnaires and the valuation firms’
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name in the investment managers’ questionnaire, I matched each copy of the valuers’ and
investment managers’ questionnaires and formed a dyadic dataset with a sample size of 260 dyadic
samples. Table 5.1 presents the demographic information of the respondent valuers and their
valuation firms.

Table 5.1. Demographics of Valuers and Property Valuation Firms
Variable
Related to your firm,
how large was the
client firm in terms of
market value?

How many qualified
valuers are in your
Hong Kong office?

How long has your
firm been providing
the valuation service?

In the past five years,
how many valuation
projects has you firm
conducted for the
client firm?

Your current
professional
membership?
How long have you
been a qualified
valuer?

How long have you
been working in your
current firm?

Category

Count in Samples

Frequency (%)

35
86
39
40
13
34
13
19
28
95
64
45
9
0
17
20
70
139
14
3
45
24
31
4
145
8
31
60
147
22
8
54
41
21
54
10
32
62
55
9
100

14.2
34.8
15.8
16.2
5.5
13.8
5.0
7.3
10.8
36.5
24.6
17.3
3.5
0.0
6.7
7.9
27.7
54.9
5.4
1.2
17.3
9.2
11.9
1.5
55.8
3.3
11.9
23.1
56.5
15.7
30.8
20.8
15.8
8.1
20.8
3.8
12.3
23.8
21.2
3.5
38.5

Much smaller
Smaller
Similar
Larger
10 times larger
Giant
Missing
1–9
10 – 19
20 – 29
30 – 39
40 – 49
50 above
Missing
≤ 10 years
11 - 20 years
21 – 30 years
30 above
Missing
1
2–5
6–9
10 – 13
14 – 17
≥ 18
Missing
HKIS
RICS
HKIS & RICS
Missing
≤ 5 years
6 – 10 years
11 – 15 years
16 – 20 years
≥ 21 years
Missing
< 1 year
1 – 3 years
4 – 6 years
7 – 9 years
≥ 10 years
86

Missing

2

8.0

The data in Table 5.1 indicate that, first, the relative size of the valuation firms in terms of
employees are smaller than their client firms. Second, most valuation firms have over 10-years of
experience in valuation service and have continuous relationships with their client firms. This is
shown by the fact that they have conducted several valuation projects for the same clients over the
past five years. Third, it is worth noting that over 80% of valuation firms have 20 to 49 qualified
valuers, and over 67% of valuers have the professional qualifications of either Hong Kong Institute
of Surveyors (HKIS), or Royal Institution of Chartered Surveyors (RICS) or both, with less than
15-years of experience.

Table 5.2. Demographics of Managers and Property Developer Firms
Variable
Related to your firm,
how large was the
valuation firm in
terms of market
value?

In the past five years,
how many valuation
projects have you
coordinated?

In the past five years,
how many valuation
projects have been
served by the
valuation firm?

Up to now, how long
have you been in your
current position?

Up to now, how long
have you been

Category

Count in Samples

Frequency (%)

50
169
20
0
0
21
0
0
0
0
121
20
119
0
0
20
121
30
20
69
0
0
0
20
21
219
0.0
0
0
0

19.2
65.0
7.7
0.0
0.0
8.1
0.0
0.0
0.0
0.0
46.5
7.7
45.8
0.0
0.0
7.7
46.5
11.5
7.7
26.5
0.0
0.0
0.0
7.7
8.1
84.2
0.0
0.0
0.0
0.0

Much smaller
Smaller
Similar
Larger
10 times larger
Giant
Missing
1
2–5
6–9
10 – 13
14 – 17
≥ 18
Missing
1
2–5
6–9
10 – 13
14 – 17
≥ 18
Missing
< 1 year
1 – 3 years
4 – 6 years
7 – 9 years
≥ 10 years
Missing
< 1 year
1 – 3 years
4 – 6 years
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working at your
current firm?

7 – 9 years
≥ 10 years
Missing

21
239
0

8.1
91.9
0.0

Table 5.2 provides the demographic information of the investment managers and their firms. The
table shows that all property developer or asset management firms in this study have outsourced
more than 10 valuation projects to valuation firms in the past five years, and the investment
managers in the property developer firms have supervised at least six valuation projects.
Furthermore, the investment managers have been in their current position for at least four years
and have worked for over seven years in their firms.
Tables 5.1 and 5.2 clearly indicate that the respondent valuers and investment managers are
qualified informants as they have satisfied the respondent criteria outlined in Section 4.2. These
respondents are experienced professionals in providing valuation services and managing valuation
projects.
I next performed a data cleaning using SPSS software (Version 26) and used histograms and
normal distribution curves in a descriptive analysis to examine the fundamental characteristics and
to identify abnormal data distribution for all observable variables. With the exception of the five
observable variables for the construct of service performance (SP1, SP2, … SP5) presented in
Appendix C, all other observable variables for constructs in the research model are normally
distributed with the skewness and kurtosis values between -1.96 and +1.96 (George& & Mallery,
2010; Gravetter & Wallnau, 2014).

5.2. Computing the Values of Observable Variables
As my research model used the dyadic approach to collect data on the observable variables for the
constructs of dependence asymmetry, cooperation, and professionalism, I used the data from both
the valuers and investment managers to compute the values of the observable variables for the
three constructs as follows.
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First, according to the definition of dependence asymmetry (DA) in Chapter Two, each of the
four observable variables of DA was measured by the difference in dependence level between the
valuation firms and client firms. The calculation is given by the formula:
DAi = VDAi – MDAi

(i = 1, 2, … 4)

VDAi is the value of the ith observable variable of DA from the valuers’ perception of
valuation firms’ dependence level on their client firms; MDAi is the value of the ith observable
variable of DA from the investment managers’ perception of client firms’ dependence level on
valuation firms. Therefore, DA1 = VDA1 – MDA1 ; DA2 = VDA2 – MDA2 ; ….; DA4 = VDA4 –
MDA4. A positive value of DA implies that a valuation firm has a higher level of dependence on
its client firm. On the other hand, a negative value of DA implies that a client firm is more
dependent on its valuation firm.
The observable variables for the constructs of cooperation (CO) are calculated by the average
values of the variables in order to reduce the social desirability bias in self-reporting survey, in line
with the definition of cooperation in interfirm relationships:
COi = (VCOi + MCOi) / 2

(i = 1, 2, … 5)

VCOi is the value of the ith observable variable of cooperation from the valuers’ selfperception of their own cooperation with the client firms’ investment managers in the property
valuation project; MCOi is the value of the ith observable variable of cooperation from the
investment managers’ perception of the valuers’ cooperation in the property valuation project. The
detailed calculation is CO1 = (VCO1 + MCO1) / 2; CO2 = VCO2 + MCO2) / 2; ….; CO5 = (VCO5
+ MCO5) / 2.
By the same token, the observable variables for the construct of professionalism (PM) are
calculated by the average values of valuers’ and investment managers’ scores. The inclusion of the
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perceptions from both the valuers and investment managers helps to reduce social desirability and
bias in the self-reporting survey, in line with the definition of professionalism:
PMi = (VPMi + MPMi) / 2

(i = 1, 2, … 5)

VPMi is the value of the ith observable variable of professionalism from the valuers’ selfperception of his own professionalism; MPMi is the value of the ith observable variable of
professionalism from the investment managers’ perception of the valuers’ professionalism.
Specifically, PM1 = (VPM1 + MPM1) / 2; PM2 = (VPM2 + MPM2) / 2; ….; PM5 = (VPM5 + MPM5)
/ 2.

5.3. Confirmatory Factor Analysis for Measurement Models
All constructs in my research model are measured by multiple reflective observable variables that
are able to capture respondents’ deep views (Bearden & Netemeyer, 1999; Churchill, 1979; Hair
et al., 2010; Nunnally, 1978). I conducted a confirmatory factor analysis (CFA) on the constructs
in the model to assess the goodness of fit indices of the measurement models. CFA examines the
measurement weights or loadings between the observable variables and the manifested constructs
and provides the loadings of each observable variable as well as the goodness of fit indices to show
and improve the measurement models (Byrne, 2010; Hair et al., 2010).
In my research model, there are nine first-order constructs: reference power (REFPOW),
expert power (EXPOW), coercive power (COPOW), reward power (RWPOW), dependence
asymmetry (DA), cooperation (CO), opportunism (OP), and professionalism (PM). Using the
dataset and the software AMOS, I examined each of these constructs in line with the statistic
procedures and criteria recommended by Anderson and Gerbing (1988), Gerbing and Anderson
(1988), and Hair et al., (2010).
The goodness of fit indices was used to assess the measurement models: c2, df, c2/df, Dc2,
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normed fit index (NFI), Tucker–Lewis index (TLI), comparative fit index (CFI), incremental fit
index (IFI), and root mean squared error of approximation (RMSEA). The loadings of observable
variables were assessed by the value of adequately loaded (loadings > 0.60) and sufficiently loaded
(loadings > 0.70) onto the underlying constructs respectively (Byrne, 2010; Hair et al., 2010).
Table 5.3 provides the outcomes of the CFA measurement model analysis for the construct of
professionalism (PM). According to the statistic measurement criteria, two observable variables,
PM1 and PM2, were dropped due to their low loadings. The measurement model then had three
observable variables PM3, PM4, and PM5, as indicated in the model diagram of Table 5.3.

Table 5.3. CFA for the Measurement Model of Professionalism (PM)
Measurement
Model
(Fit Indices)

With initial observable
variables

With dropped observable
variables

c2

57.8

14. 46

df

5

3

c2/df

11.56

4.82

Dc2

---

43.34

NFI

0.93

0.96

TLI

0.87

0.94

CFI

0.93

0.97

IFI

0.93

0.97

RMSEA

0.20

0.12

PM®PM1: 0.36 (5.94)

---

PM®PM2: 0.49 (8.29)

---

PM®PM3: 0.89 (20.34)

PM®PM3: 0.88 (20.30)

PM®PM4: 0.91 (21.86)

PM®PM4: 0.91 (21.76)

PM®PM5: 0.92 (22.05)

PM®PM5: 0.93 (21.87)

Model Diagram

Loadings (t-value)
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By the same procedures and criteria, I conducted the measurement model analysis with CFA for
all first-order constructs. Due to space concern, I do not provide tables showing the CFA outcomes
for the other seven measurement models. Eventually, nine observable variables were dropped from
the respective constructs: EXP4 for the construct of expert power, REP1 for the construct of
reference power, COP1 for the construct of coercive power, RWP4 for the construct of reward
power, DA1 for the construct of dependence asymmetry, PM1 and PM2 for the construct of
professionalism, and SP3 and SP4 for the construct of service performance. As a result, the
measurement models for all constructs in Table 5.4 satisfied the statistical requirements of the
goodness of model fit indices and the factor loadings of observable variables.

5.4. Construct and Observable Variables of Professionalism
As Table 5.3 indicates, two observable variables, namely PM1 and PM2, were dropped due to the
low factor loadings (0.36 and 0.49 < 0.60, less than the adequate loading value). Thus, they were
not considered observable variables of professionalism for further analysis.
The observable variable PM1 (“sense of calling to the field”) – “I took pride in being a
professional in performing the valuation service for the client firm”, was dropped due to the low
loading in the CFA measurement model analysis. For the same reason, the observable variable
PM2 – “I had autonomy to exercise my own judgement in performing the valuation service to the
client firm” (see valuer’s questionnaire) was also dropped from the CFA measurement model
analysis. As indicated in Table 5.3, the remaining three observable variables PM3, PM4, and PM5
of professionalism were significantly loaded on the construct of professionalism with high t-values.
These three variables reflect (1) the dimensions of professional association as a referent – “I
followed the professional code of conduct in performing the valuation service for the client firm”,
because the code of conduct is stipulated by the professional bodies such as the Royal Institution
of Chartered Surveyors (RICS) and Hong Kong Institute of Surveyors (HKIS), and therefore
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valuers’ behaviour and performance refer to the standards of RICS and HKIS; (2) the dimension
of belief in public service – “I acted professionally in performing the valuation service to the client
firm”, as the valuation service is beneficial to client firms and the general public such as client
firms’ customers, investors, and stakeholders in society; and (3) the dimension of belief in selfregulation – “I adhered to the principle of professional ethics in performing the valuation service
to the client firm”, because the professional ethics regulate professionals’ behaviour in performing
the service.
Therefore, three observable variables PM3, PM4, and PM5, effectively operationalize valuers’
professionalism in my study. The outcomes of the statistical analysis show that the observable
variables significantly and collectively reflect the construct of professionalism and yield
consequential effects as proposed and expected (Churchill, 1979; Jarvis et al., 2003; John & BenetMartinez, 2000).

5.5. The Descriptive Analysis of Observable Variables and Constructs
After a CFA analysis of the measurement models, I conducted a correlation analysis for informants’
demographic variables and the endogenous construct of service performance to consider the
inclusion of control variables in further analysis (Bearden & Netemeyer, 1999; Cohen, 1988). The
analysis was performed for all observable variables with a significant level of p-value < 0.05. I
found that service performance had a significant correlation to the variables of valuation firm size
(Vsize), the number of qualified valuers in valuation firm (Noquavaluer), the number of valuation
projects in the past five years (Noproj5yrs), the client firms’ size (Csize), and valuers’ work
experience (Valuahist). Therefore, these five control variables were kept and included in further
analysis (Hair et al., 2010).
In the research model, I used multiple reflective observable variables for all constructs to manifest
better construct validity and capture respondents’ deep views (Bearden & Netemeyer, 1999;
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Churchill, 1979; Hair et al., 2010; Nunnally, 1978). Table 5.4 presents the descriptive statistics of
observable variables and their loadings on their correspondent constructs.

Table 5.4. Observable Variables and Loadings on Constructs
Construct
Expert Power (EXPOW)

Reference Power (REPOW)

Coercive Power (COPOW)

Reward Power (RWPOW)

Dependence Asymmetry (DA)

Cooperation (CO)

Opportunism (OP)

Professionalism (PM)

Service Performance (SP)

Item Code

Loading

t-value

Mean

Std.

EXP1
EXP2
EXP3

0.81
0.85
0.86

32.15
32.25
43.48

4.90
4.52
4.72

1.03
1.09
0.98

REP2
REP3
REP4
COP2
COP3
COP4
RWP1
RWP2
RWP3
DA2
DA3
DA4
CO1
CO2
CO3
CO4
CO5
OP1
OP2
OP3
OP4
OP5
PM3
PM4
PM5
SP1
SP2
SP5

0.80
0.84
0.87
0.85
0.90
0.79
0.82
0.84
0.79
0.72
0.75
0.92
0.89
0.93
0.93
0.81
0.68
0.92
0.77
0.81
0.73
0.97
0.88
0.91
0.93
0.91
0.91
0.79

25.19
36.46
41.60
36.71
62.95
27.64
22.48
33.86
20.35
11.09
11.03
42.16
63.53
95.20
95.16
30.20
17.34
124.2
29.41
25.13
23.43
75.17
20.30
21.76
21.87
49.92
97.60
21.65

5.21
5.17
5.48
3.83
3.95
4.07
4.50
4.78
4.64
0.61
1.44
1.33
5.39
5.44
5.43
5.48

1.22
1.48
1.07
1.25
1.22
1.27
1.18
1.09
1.24
1.93
1.97
1.72
0.79
0.76
0.73
0.60

3.92

0.89

3.15
2.80
2.54
3.05
2.77
6.16
6.26
6.18
5.81
5.58
5.46

0.96
0.74
0.89
1.23
0.98
0.48
0.44
0.45
0.40
0.80
0.89

5.6. Selection of Analysis Technique of Structural Equation Modelling
5.6.1. The Characteristics of SEM Techniques
I used the structural equation modeling (SEM) analysis to analyze my research model with the
sample dataset. As SEM is rooted in the linear regression analysis, I provide a brief description of
the characteristics and assumptions of the regression analysis of PLS and OLS in Appendix B.
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SEM, one of the major prominent statistical techniques for multivariate modeling with latent
constructs and multiple observable variables, has been widely adopted in various research in
psychological and managerial disciplines since the 1980’s (Ali et al., 2018; Bentler, 1980; Byrne,
2010; Gefen et al., 2011; Hair et al., 2013, 2014; Jőreskog & Sőrbom, 1985; Lowry & Gaskin,
2014; Peng & Lai, 2012, Rigdon et al., 2017; William & Hazer, 1986; Zhang et al., 2020).
Currently, SEM has two categories of methods and software: the covariance-based SEM (CBSEM) method is exempliﬁed by statistical software such as LISREL and AMOS (Byrne, 2010;
Jőreskog & Sőrbom, 1985; Zhang et al., 2020), and the variance-based SEM (VB-SEM) or PLSSEM method operationalized by the software SmartPLS and PLS-Graph (Sarstedt & Cheah, 2019;
Hair et al., 2014). Underpinned by the statistical principle and algorithms of least squares
regression techniques (Aldrich, 2005; Fisher, 1922, 1925a, 1925b; Mateos-Aparicio, 2011;
Jőreskog, 1973; Jőreskog & Wold, 1982; Wold, 1975, 1980, 1985), SEM integrates and analyzes
the measurement model and structural model in a simultaneous approach of multivariate data
analysis. This unified assessment of measurement and structural models allows researchers to
better estimate both measurement parameters and structural relationships, test alternative models,
and better control measurement errors (Anderson & Gerbing, 1988; Byrne, 2010; Chin, 1998; Chin
et al., 2008; Gefen et al., 2011; Hair et al., 2014; Jőreskog & Sőrbom, 1985; Kline, 2016; Williams
& Hazer, 1986; Zhang et al., 2020).
However, CB-SEM and PLS-SEM are different SEM approaches (Ali et al., 2018; Gefen et
al., 2011; Hair et al., 2017; Rigdon et al., 2017). Particularly, Rigdon et al., (2017) clarified the
differences between CB-SEM and PLS-SEM in five perspectives. The main differences lie in the
underlying research philosophy, estimation objectives, and the distribution assumption of
observable variables and constructs. Thus, the use of SEM techniques varies based on assumptions,
estimation procedures, and outcomes (Jőreskog & Wold, 1982; Sarstedt et al., 2016; Wold, 1985).
The CB-SEM method is based on Jöreskog’s (1969) inferential χ² test statistic. It uses a
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maximum likelihood estimation procedure to minimize the difference between the observed and
estimated covariance matrix without emphasis on the explained variance of endogenous constructs
(Hair et al., 2011; Jőreskog & Sőrbom, 1985). CB-SEM relies on the carefully developed and valid
observable variables and strong theoretical underpinnings that make the CB-SEM method a
primarily confirmatory methodology for the orientation of theory building and testing. In addition,
CB-SEM assumes that the data of the observable variables and measurement errors follow the
distribution of multivariate normality as in OLS assumptions (Fisher, 1922; Cohen, 1988; Cohen
et al., 2003). Thus, CB-SEM addresses the measurement errors by explicitly modeling covariance
structure, identifying and isolating the errors, and providing an improvement index for
modification (Byrne 2010; Jőreskog & Sőrbom, 1985). However, CB-SEM has limitations in a
predictive estimation, which is a common technique in multivariate linear regression, because it
examines the variance of endogenous constructs explained by exogenous constructs (Gefen et al.,
2011, Rigdon et al., 2017; Zhang et al., 2020).
PLS-SEM, however, follows a regression-based PLS estimation and predictive estimation
philosophy. It explores the significant impacts of exogenous constructs and explains the variance
of endogenous constructs through the maximization of the explained variance R2 for the
endogenous constructs (Wold, 1975, 1985; Hair et al., 2014, Jőreskog & Wold, 1982). PLS-SEM
handles the measurement errors through creating proxies for the latent variables, which consist of
weighted sum composites of the observed variables. More importantly, PLS-SEM is an appropriate
technique for research in the context of theory-primitive, where the emphasis is to reveal the effects
of exogenous constructs on endogenous constructs and explain the extent to which the causal
relations between the exogenous and endogenous constructs are statistically significant (Rigdon,
2017; Wold, 1980, 1985). Additionally, PLS-SEM overcomes the pitfalls of CB-SEM in analyzing
complex research models, including moderation, mediation, and the combination of them without
identification constraints and relaxes the rigorous requirement of multivariate normality of
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observable variables and measurement errors.
Hair et al., (2012) addressed that research can achieve the benefits of SEM only if the
technique is used appropriately with a full understanding of SEM’s assumptions and conditions.
Fornell and Bookstein (1982) emphasized that the selection of CB-SEM or PLS-SEM is neither
straightforward nor arbitrary because of the different research objectives and parameter estimation
approaches. As such, I conducted a thorough review and comparison of CB-SEM and PLS-SEM
in the extant methodological literature of SEM characteristics and usage. Table 5.5 presents my
summary of the characteristics, assumptions, and usage conditions of SEM techniques. This
summary allowed me to select an appropriate SEM technique to conduct further data analysis.

97

Table 5. 5. Characteristics of CB-SEM and PLS-SEM
Criteria

CB-SEM

PLS-SEM

Reference

Theoretical orientation

Theory building and testing

Theory development and application

Gefen et al. (2011); Hair et al.
(2017); Kline (2016); Rigdon et al.
(2017); Zhang et al. (2020)

Research objective

Confirmatory modeling for

Exploratory or predictive modeling to

population parameter estimation

assess the extent to which IVs predict

with well-established theoretical

DVs and examine causal relationships

Chin (1998); Gefen et al. (2011);
Jőreskog & Wold (1982); Rigdon
(2012); Shmueli et al. (2016); Peng
& Lai (2012); Wold (1980)

underpinnings

among theoretical constructs

Strong, precise, and replicable

Proxy and developing conceptualization

concepts in the research context

of theoretical constructs in the research

with well-developed theories and

context with extended theories and

literature

research phenomena

Model complexity (the
number of constructs,
indicators, and
relationships)

Parsimonious, simple to moderate

Enable to estimate simple to complex

model complexity, with problems

models, no problems of identification

of identification and convergence

and convergence in complex models

Model specification

Use of reflective latent constructs

No limitation for use of reflective,

mainly in research modeling,

formative, and second-order latent

limitation in handling formative

constructs to specify a research model

Conceptualization
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Byrne (2010); Chin (1998); Fornell
& Bookstein (1982); Hair et al.
(2012, 2017); Rigdon et al. (2017);
Wold (1980)

Gefen et al. (2011); Hair et al.
(2012); Peng & Lai (2012); Rigdon
et al. (2017); Zhang et al. (2020)
Gefen et al. (2011); Hair et al.
(2014); Kline (2016); Lowry &
Gaskin (2014); Ringdon et al.
(2017); Sarstedt et al. (2016)

and second-order constructs
Mediation and
moderation effects

Model estimation

Convergence and identification

No limitation of convergence and

problems exist in analyzing

identification problems in analyzing

moderation effects as high over-

mediation and moderation effects in

identification requirement

various complex models

Using covariance matrix to

Using variance matrix to maximize the

minimize the discrepancy between explained variances of endogenous
the estimated and sample

constructs. Parameter estimation is

covariance matrices, unbiased

“consistency at large”

Gefen et al. (2011); Hair et al.
(2014); Jöreskog (1973); Jőreskog
& Sőrbom (1985); Sarstedt &
Cheah (2019); Wold (1985)

Jöreskog and Wold (1982); Mueller
& Hancock (2008); Reinartz, et al.
(2009); Sarstedt & Cheah. (2019).
Sarstedt et al. (2016); Wold (1973)

estimation of model parameters
Construct measures

Constructs as common factors,

Constructs as composites, and the total

and the common variance of

variance of observable variables is used

observable variables is used only

to estimate model parameters

Henseler et al. (2016); MateosAparicio (2011); Rigdon (2012);
Sarstedt et al. (2016); Zhong &
Yuan (2011)

to estimate model parameters
Measurement errors

In line with OLS assumptions,

Does not require uncorrelated error

measurement errors should be

covariance, errors and bias are likely

uncorrelated, randomly, and

involved in analysis outcomes

Gefen et al. (2011); Hair et al.
(2010); Jarvis et al. (2003); John &
Benet-Martinez (2000)

normally distributed
Measurement
development

Repetitive, multiple rounds of

Adopted, developed, and tentative

data collection and validation for

nature of measurement; further
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Bearden & Netemeyer (1999);
Gerbing & Anderson (1988); Peter

Statistical technique

Data distribution
assumption

Sample size

measurement refinement and

refinement and consolidation of

confirmatory analysis

measurement are needed

OLS-based maximum-likelihood

Partial least squares-based iterative

analysis algorithm

algorithm and bootstrapping

Rigorous requirements of

Less rigorous, no multivariate normality

multivariate normality for

distribution requirement, but normally

observable variables and

distributed observable variables and

measurement errors

measurement errors are preferred

Large sample size produces robust A relatively small sample size is able to
parameter estimates; the ratio

produce parameter estimates; 10 times

between the number of

rule of thumb: a sample size of 10 times

observations (samples) and the

the most completed relationships in a

(1981)

Fisher (1925a, b); Fornell (1982);
Jöreskog (1973); Jőreskog &
Sőrbom (1985); Jőreskog & Wold
(1982); Mateos-Aparicio (2011);
Wold (1980, 1985)
Bentle (1980); Bollen & Davis
(2009); Cassel et al. (1999); Chin
& Brown (2008); Reinartz et al.
(2009); Rigdon (2017)

Goodhue et al. (2012); Jackson
(2003); Kline (2016); Peng & Lai
(2012); Reinartz et al. (2009);
Rigdon (2017)

number of estimated parameters is research model; the larger sample size,

Model fit index

10:1 or minimum 200 samples

the better analysis outcomes

Rich model fit indices such as c2

Relatively few, the explained variance

statistics-based goodness-of-fit,

R2 of endogenous constructs, other

absolute fit, incremental fit, and

fitness indices remain in development

parsimony fit indices
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Byne (2010); Gefen et al. (2011),
Hair et al. (2010); Henseler et al.
(2014); Henseler et al. (2016); Kim
(2009)

5.6.2. The Rationale of Using PLS-SEM in My Study
The comparison of CB-SEM and PLS-SEM characteristics in Table 5.5 supports my choice of
SEM technique: the PLS-SEM is the more appropriate technique for my study to carry out SEM
analysis on my research model and hypothesis testing. I explain the rationale of my selection as
follows:
(1) In Chapter Two, my literature review shows that the research context of professional valuation
service is under-researched, in particular, in studies on the antecedent and consequence of
interfirm professional-client relationships and the professionals’ behaviour and service
performance (Wold, 1980; Mateos-Aparicio, 2011; Rigdon et al., 2017). Thus, my study
explores the relationships, accumulates knowledge for the professional service literature, and
develops explanations to explicate professional service and predict professionals’ behaviour
and performance (Gefen et al., 2011, Zhang et al., 2020). In this context, my research can be
regarded as a preliminary and an important exploration to open new avenues for more and
further studies. As such, PLS-SEM is suitable for the exploration research.
(2) As presented in Chapter One, my research objectives are to examine the extent to which the
client firms’ power impacts valuers’ service behaviour and performance, and to explore and
evaluate whether power-dependence theory can be considered as an effective theoretical
foundation to explain the relationship between client firms’ power and valuation firms’
dependence, and consequently their impacts on valuers’ behaviours and valuation firms’
service performance. In my research model, I examine professional service and develop
findings to unveil the likely relationships among the antecedent factors and develop
preliminary knowledge for managing and operating professional service (Byrne, 2010; Chin,
1998; Kline, 2016; Rigdon et al., 2017). Thus, as indicated in Table 5.4, it is more appropriate
to use PLS-SEM to achieve my research objectives.
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(3) Furthermore, my research model is a complex one. It has 31 observable variables for 11
constructs including nine first-order constructs, two second-order constructs, and two
moderation constructs as well as nine control variables involved in the model specification.
Using CB-SEM software to handle such a complicated research model likely requires a large
sample size of at least 400. However, my matched dyadic sample size is only 260. It does not
meet the sample size requirement of the CB-SEM method.

PLS-SEM is an appropriate

alternative because it can effectively handle SEM analysis with a smaller sample size.
In summary, the above are the reasons for my choice to use the PLS-SEM technique and the
SmartPLS software (version 3.30) as the appropriate statistical tool for conducting my SEM
analysis.

5.7. Construct Validity and Reliability Analysis
I examined construct validity using the SmartPLS software and the dataset. Construct validity is
defined as the extent to which observable variables actually and accurately reflect a theoretical
construct they are designed to measure (Bagozzi et al., 1991; Campell & Fiske, 1959; Churchill,
1979). Evidence of construct validity provides statistical confidence: data of observable variables
collected from the samples represent the actual viewpoints of the population on the research
constructs, model, and hypothetical relationships.
Generally, construct validity is made up of three components (Campell & Fiske, 1959; Peter,
1981; Sekaran, 2016). The first component is face validity or content validity (Lawshe, 1975),
which is defined as the extent to which the contents or observable variables of a construct reflect
the construct’s conceptual meaning and definition in the related theoretical and practical
consideration (Churchill, 1979; Hair et al., 2010; Lawshe, 1975). The face validity is the
construct’s subjective and qualitative characteristics. It does not need statistical proof, but requires
that the construct derives from extant literature and reflects the research domain with well-argued
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judgement in the literature review (Campell & Fiske, 1959; Churchill, 1979; Lawshe, 1975). As
all constructs in my research model have been well-argued in the literature review, and reflected
the research considerations of professional service in interfirm relationships, and articulated with
theoretical and practical implications, I confidently believe that the constructs in the research
model have satisfied the requirement of face validity.
The second component of construct validity is convergent validity (Campell & Fiske, 1959;
Gerbing & Anderson, 1988; Hair et al., 2010). Convergent validity is defined as the evidence that
observable variables of a specific construct should converge and share a high proportion of the
construct in common.
For the justification of convergent validity, the first evidence is the factor loadings of
observable variables on the respective construct: the high and significant values of the factor
loadings on the construct indicate that the items converge on the construct. A commonly accepted
criteria is that the standardized loading estimate of an individual observable variable should
ideally be 0.70 or higher, because the square of a standardized loading represents the amount of
variation when an item is explained by the latent construct (Gerbing & Anderson, 1988; Hair et
al., 2010).
The second evidence of convergent validity is the average variance extracted (AVE).
Extending the standardized factor loadings, AVE refers to the average squared and standardized
factor loadings of a construct. An AVE of 0.50 or higher is considered as an indicator of convergent
validity (Bagozzi et al., 1991; Hair et al., 2010).
The third evidence of convergent validity is composite reliability (CR). CR refers to the
assessment of the degree of consistency between multiple observables of a construct (Hair et al.,
2010; John & Benet-Martinez, 2000). CR ensures that respondents’ viewpoints are not too varied
in perception and to ensure understanding of the measurement items (questionnaire statements)
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across different respondents. The rationale for the consistency is that a construct’s observable
variables should measure the same construct and thus be highly inter-correlated (Anderson &
Gerbing, 1988; Hair et al., 2010, 2013). Using the software, CR was tested on each first-order
construct, which examined an observable variable’s loading onto the theoretically specified
construct and the extent to which the observable variables reliably represented the construct. CR
also measures the internal consistency of observable variables.

This refers to the ratio of the

amount of construct variance explained by observable variables related to the total construct
variance. Thus, CR is an indicator of the shared variance among the observed variables used as
indicators for a latent construct (Anderson & Gerbing, 1988; Fornell & Larcker, 1981). When a
construct has a high CR value (CR ≥ 0.70), it indicates that the observable variables consistently
represent the construct (Hair et al.; 2013). A cut-off or lower limit value of CR ≥ 0.70 was then
adopted to determine if an observable variable could be retained to the construct.
The final component of construct validity is discriminant validity. Discriminant validity refers
to the extent to which a construct is truly distinctive from the other constructs. Thus, a high degree
of discriminant validity provides evidence that a construct is unique and captures the propensity
of the represented concept that other constructs do not. A construct’s discriminant validity is
statistically confirmed if a construct’s square root value of average variance extracted (√

) is

greater than the inter-construct correlation coefficients with other constructs in a measurement
model. The rationale is that a reflective latent construct should explain more of the variance in its
observable variables than sharing with another construct (Hair et al., 2010, 2013). The positive
difference provides good evidence of the discriminant validity of a reflective latent construct.
In line with the analysis procedures suggested by Hair et al. (2014) and Anderson and Gerbing
(1988), I first examined the parameters related to factor loadings, reliability, and convergent and
discriminant validity of the measurement model for the research model. I assessed the
measurement model with all constructs and their respective observable variables. The analysis
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outputs provided CR, standardized factor loadings, and the average variance extracted (AVE) for
examining the construct convergent and discriminant validity (Hair et al., 2014).
Table 5.6 shows the analytical results of the nine first-order constructs. The CR values ranged
from 0.84 to 0.93 (≥ 0.70); all standardized factor loadings of the measurement items are greater
than 0.70, and the AVE values ranged from 0.65 to 0.88 (≥ 0.50). These statistical results proved
the construct reliability and validity of the research model and confirmed that the measurement
model fits well to the measurement criteria. Based on this result, I proceeded with further structural
model analysis and an alternative model analysis in SEM (Anderson & Gerbing, 1988; Fornell &
Larcker, 1981; Gefen et al., 2011; Hair et al., 2014).
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Table 5.6. Construct Means, Standard Deviation, Correlation, and Validity
1

2

3

4

5

6

7

8

Construct

Mean

Std.

CR

AVE

VIF

1. Expert Power

4.71

0.87

0.88

0.70

1.09

2. Reference Power

5.29

1.05

0.87

0.65

1.31

0.24**

0.80

3. Coercive Power

3.95

1.05

0.89

0.72

1.39

0.01

0.24**

0.85

4. Reward Power

4.64

0.95

0.86

0.67

1.47

0.16*

0.32**

0.46**

0.82

5. Dependence Asymmetry

1.13

1.50

0.84

0.65

1.27

0.05

-0.02

0.28**

0.26**

0.80

6. Cooperation

5.43

0.65

0.93

0.73

2.12

0.07

0.13*

0.01

0.11

-0.24**

0.85

7. Opportunism

2.86

0.80

0.93

0.71

1.63

-0.03

0.01

-0.02

-0.01

0.27**

-0.57**

0.84

8. Professionalism

6.20

0.43

0.89

0.88

1.54

0.04

0.25**

-0.10

-0.05

-0.19**

0.49**

-0.12*

0.94

9. Service Performance

5.55

0.59

0.89

0.68

1.00

0.02

-0.11

-0.01

0.01

0.06

0.31**

-0.59**

0.01

9

0.84

Note: N = 260; * p < 0.05; ** p < 0.01; Std. = Standard deviation; CR = Composite reliability; AVE = Average variance extracted; VIF = Variance inflation factor.
The square root value of average variance extracted (AVE) is shown on the diagonal for the respective constructs.
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0.86

5.8. Structural Model, Hypothesis Testing, and Moderation Effects
5.8.1. Analysis of Structural Model
I examined the statistical performance of the structural model and alternative models to unveil the
extent to which the power factors impact on valuers’ cooperative and opportunistic behaviour and
in turn on their service performance.
Table 5.7 provides the results of the SEM analysis of the structural model. As the control
variables of valuation firms’ size and the number of qualified valuers in a valuation firm are
significant, they were included in all three model analyses (M1, M2, and M3). The outcomes
indicate that a valuation firms’ size is significantly correlated to the firms’ service performance
(β17 ranges from 0.35 to 0.45, t-value ranges from 6.65 to 10.40, ps < 0.001). The number of
qualified valuers in a valuation firm is also significantly correlated to the firms’ service
performance (β18 ranges from 0.13 to 0.16, t-value ranges from 2.86 to 2.94, ps < 0.05). In fact,
these two control variables were regarded as the proxy indicators of a valuation firms’ experience,
knowledge and service capacity. Inclusion of these control variables can statistically partial out the
possible confounding effects from the respondents’ backgrounds. As other control variables were
not significantly related to the endogenous construct of service performance, they were not
included in subsequent analyses.
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Table 5.7. Analysis Results of Structural Model and Competing Models
Structure Model

Power Effect on
Service Behaviour
and Performance
(M1)

Effects of Power and
Dependence Asymmetry on
Service Behaviour and
Performance (M2)

Effects of Power, Dependence
Asymmetry and Professionalism
on Service Behaviour and
Performance (M3)

0.35**
0.16*

0.35**
0.16*

0.45**
0.13*

0.74***
0..83***
0.87***
0.84***
0.13*
0.05

0.74***
0..83***
0.87***
0.84***
0.13*
-0.02

0.74***
0..83***
0.87***
0.84***
0.13*
-0.01

-0.59***
-0.03
-0.64***

-0.26***
0.18**
-0.14*
-0.05
-0.58***
-0.06
-0.59***

-0.25***
0.15*
-0.14*
0.05
-0.54***
-0.02
-0.56***

0.53

-0.13
0.19**
-0.36**
0.59

Effect of Control Variables
Valuation firm size Þ Service performance (β17)
No. qualified valuers in a valuation firm Þ Service performance (β18)

Power Effect
Expert power Ü Non-mediated Power (γ1)
Reference power Ü Non-mediated Power (γ2)
Coercive power Ü Mediated Power (γ4)
Reward power Ü Mediated power (γ5)
Non-mediated power Þ Cooperation (β3)
Mediated power Þ Opportunism (β6)

Effect of Dependence Asymmetry
Dependence asymmetry Þ Cooperation (β7)
Dependence asymmetry Þ Opportunism (β8)
Dependence asymmetry × Non-mediated power Þ Cooperation (β9)
Dependence asymmetry × Mediated power Þ Opportunism (β10)
Cooperation Þ Opportunism (β11)
Cooperation Þ Service performance (β12)

Opportunism Þ Service performance (β13)
Effect of Professionalism

Professionalism Þ Service performance (β14)
Professionalism × Cooperation Þ Service performance (β15)
Professionalism × Opportunism Þ Service performance (β16)

R2 for Service performance

0.49

Note: * p < 0.05; ** p < 0.01; ***p < 0.001.
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Regarding the model analysis, I first analyzed structural model M1, which is the base model,
mainly to examine the impacts of non-mediated power and mediated power on service behaviour
and performance. As shown in Table 5.7, the statistics indicate that two constructs, namely, expert
power (γ1 = 0.74, t-value = 30.43, p < 0.001) and reference power (γ2 = 0.83, t-value = 41.45, p <
0.001), significantly manifest the construct of non-mediated power, which in turn significantly
strengthens interfirm cooperation in the valuation service (β3 = 0.13, t-value = 2.08, p < 0.05).
Although coercive power (γ4 = 0.87, t-value = 49.73, p < 0.001) and reward power (γ5 = 0.84, tvalue = 44.74, p < 0.001) are constructs of mediated power, they do not significantly impact
valuers’ opportunistic behaviour (β6 = 0.05, t-value = 1.05, not significant). In addition, interfirm
cooperation significantly mitigates valuers’ opportunistic behaviour (β13 = - 0.59, t-value = 16.72,
p < 0.001). However, cooperation does not have any significant and direct impact on valuation
firms’ service performance (β14 = - 0.03, t-value = 0.55, not significant).
Consistent with the extant literature, opportunism has a significant negative impact on the
service performance (β15 = - 0.64, t-value = 10.40, p < 0.001). The overall effects of power factors,
cooperation, and opportunism explain 48.5% of the variance of service performance (R2 = 0.49).
These outcomes statistically indicate that the client firms’ non-mediated power enhances the
valuers’ cooperative behaviour and simultaneously mitigates opportunistic behaviour, and it
eventually influences valuation firms’ service performance.

5.8.2. The Direct and Moderation Effects of Dependence Asymmetry
I conducted moderation analyses to examine the effects of dependence asymmetry (DA) on the
relationships between power factors and behavioural factors as well as the moderation effects of
professionalism on the relationships between service behavior and performance..
To analyze the effects of DA on the relationships between client firms’ power and valuers’
behaviours, I incorporated the construct of DA in the structural model to create model M2 (see
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Table 5.7). First, I examined the direct influence of DA on valuers’ behaviour of cooperation and
opportunism. The outcomes indicate that DA has a significant and negative impact on cooperation
(β7 = - 0.28, t-value =5.14, p < 0.001). It also has a significant but positive impact on opportunism
(β8 = 0.17, t-value =2.86, p < 0.05). These outcomes indicate that valuation firms’ dependence on
client firms can significantly decrease valuers’ cooperative behaviour and increase valuers’
opportunistic behaviour in the valuation service. Thus, a valuation firm’s high dependence on its
client firm has reverse effects on valuers’ cooperative and opportunistic behaviours.
I further conducted a moderation effect analysis to examine whether and to what extent DA
moderates (1) the relationship between non-mediated power and cooperation and (2) the
relationship between mediated power and opportunism. The analysis outcomes indicate that the
interaction factor (DA ´ non-mediated power) has a significant and negative moderation effect on
the relationship between non-mediated power and cooperation (β9 = - 0.14, t-value = 2.41, p <
0.05). In other words, DA mitigates the positive relationship between non-mediated power and
cooperation. On the other hand, the interaction factor (DA ´ mediated power) does not
significantly moderate the relationship between mediated power and opportunism (β10 = 0.05, tvalue = 0.62, not significant). Thus, DA has only a negative moderation effect that reduces the
strength of the relationship between client firms’ non-mediated power and valuers’ cooperative
behaviour.
Other relationships in M2 have consistent effects as in M1. However, comparing the variance
of service performance explained in M1 and M2, the outcomes indicate that power factors, DA,
cooperation, and opportunism in M2 increased the explanatory power from 49% to 53%. Thus, M2
is a better model, as the constructs in M2 explain a higher variance of service performance (R2 =
0.53). Particularly, M2 has a better explanatory power to unveil the effects of DA and non-mediated
power on cooperation and opportunism.
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5.8.3. The Direct and Moderation Effects of Professionalism
I further analyzed the effects of professionalism on the relationships between valuers’ service
behaviours and valuation firms’ performance. I incorporated the construct of professionalism into
the structural model and created M3. As indicated in Table 5.7, the direct effect of professionalism
on service performance is not significant (β14 = - 0.13, t-value = 0.74, not significant). However,
the moderation effects of professionalism on the relationship between cooperation and service
performance and the relationship between opportunism and service performance have significant
and positive effects: the interaction factor (professionalism ´ cooperation) positively and
significantly enhances the relationship between cooperation and service performance (β15 = 0.19,
t-value = 5.55, p < 0.01), while the interaction factor (professionalism ´ opportunism) has a
significant but negative effect on the relationship between opportunism and service performance
(β16 = - 0.36, t-value = 3.17, p < 0.01). The explained variance of service performance (R2 = 0.59)
was improved to 60%. These statistical findings reveal that professionalism is a unique
characteristic of professional service and has impacts on valuation firms’ service performance.
Professionalism by itself does not directly determine valuation firms’ service performance.
However, when jointly works with cooperation or opportunism, professionalism moderates the
strength of the relationship – (1) transforming the non-significant relationship into a positive and
significant relationship between cooperation and service performance; and (2) mitigating the
negative relationship between opportunism and service performance.
Comparing the findings of M2 and M3, the variance of service performance explained in M3
increased from 53% in M2 to 59% in M3. Therefore, among the three models, M3 was considered
the model best fit for the dataset, best explains valuers’ behaviours and service performance, and
best reflects the level of the moderation effects of DA and professionalism.
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5.8.4. Hypothesis Testing
I summarized the analysis outcomes of the three models in Table 5.7. Based on the outcomes from
M3, I present the results of the hypothesis testing in Figure 5.1 and Table 5.8.

Non-Mediated Power
(NMP)

0.129*

Cooperation
(CO)

Reference Power (REP)
Expert Power (EXP)

-0.137*

0.185**

-0.250***

Dependence Asymmetry
(DA)

-0.535***

Client Dependence (CDA)
Valuer Dependence (VDA)

NS

Mediated Power
(MP)
Reward Power (RWP)
Coercive Power (COP)

NS

NS

Service
Performance
(SP)

Professionalism
(PM)

0.151*
-0.363**

Opportunism
(OP)

-0.558***

Note: * p < 0.05; ** p < 0.01; ***p < 0.001

Figure 5.1. The Analysis Outcomes of Research Model and Hypotheses
Figure 5.1 shows that there is no significant relationship between client firms’ mediated power
and valuers’ opportunistic behaviour, but client firms’ non-mediated power has a significant and
positive influence on the interfirm cooperation in valuation service. Alternatively, further analysis
found that there are no significant relationships (1) between client firms’ non-mediated power and
valuers’ opportunism, and (2) between client firms’ mediated power and valuers’ cooperation.
It is worthwhile to note that valuation firms’ DA plays an important role in affecting the
valuers’ behaviours. The analysis outcomes indicate that the client firms’ power has a limited
effect on valuers’ behaviours as valuation firms are not significantly influenced by client firms’
power factors. On the other hand, it is valuation firms’ DA value that has a strong impact on valuers’
cooperative and opportunistic behaviours.
112

The significant direct effects of DA indicate that DA weakens valuers’ cooperative behaviour
and enhances valuers’ opportunistic behaviour. It negatively moderates the relationship between
client firms’ non-mediated power and valuers’ cooperative behaviour in the service. Thus, the
overall effects of DA cast a negative influence on valuers’ behaviours and service performance.
Valuation firms’ positive DA value has a negative impact on valuation service.

Table 5.8. The Outcomes of Hypothesis Testing
Hypothesis

Coefficient β

t-value

Supported?

H1

Mediated power Þ Opportunism

- 0.009 Û 0.049

0.172 Û 1.046

No

H2

Non-mediated power Þ Cooperation

0.127 Û 0.134

2.075 Û 2.230

Yes

H3

Dependence asymmetry × Mediated
power Þ Opportunism

0.049

0.618

No

H4

Dependence asymmetry × Nonmediated power Þ Cooperation

- 0.139 Û - 0.137

2.406 Û 2.740

No

H5

Cooperation Þ Opportunism

- 0.535 Û - 0.588

12.36 Û 16.72

Yes

H6

Cooperation Þ Service performance

- 0.058 Û - 0.020

0.199 Û 1.050

No

H7

Opportunism Þ Service performance

- 0.636 Û - 0.558

7.621 Û 10.40

Yes

H8

Professionalism × Cooperation Þ
Service performance

0.185

5.554

Yes

H9

Professionalism × Opportunism Þ
Service performance

-0.363

3.167

Yes

The findings indicate that cooperation does not have a direct impact on the service performance,
as H6 is not supported. This outcome is different from the extant literature of interfirm relationship
in supply chain and outsource management. It may imply a unique feature of professional service.
Cooperation in professional service may be a setting that only provides information exchange,
understanding of concerns, and exploring service solutions to meet client firms’ expectation.
Cooperation is also a work setting that accommodates valuers in appraising a property’s fair value
and delivering a satisfactory and credible valuation report for client firms. However, valuers’
behaviour and performance may mainly follow the professional code of conduct rather than client
firms’ cooperation and facilitation when carrying out the valuation service. However, the statistical
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outcomes of the research model indicate that cooperation is still a very important factor, because
it significantly mitigates valuers’ opportunistic behaviour in the service provided; therefore, H5 is
supported.
Furthermore, although cooperation does not significantly impact valuation firms’ service
performance, opportunism does significantly undermine valuation firms’ service performance as
perceived by client firms’ investment managers, because H7 is supported. This outcome is
reasonable and understandable. As investment managers are in charge of valuation service projects,
they should closely monitor valuers’ behaviour and performance to prevent opportunistic and
unprofessional behaviour from the valuers. The negative relationship between valuers’
opportunistic behaviour and service performance is confirmed by the statistical evidence.
Finally, the moderation effects of professionalism are significant. It is clear that valuers’
professionalism does not have direct impact on their service performance. But when
professionalism interacts with cooperation, it creates a moderation effect on the relationship
between cooperation and service performance and transforms the cooperative service setting into
positive service performance. On the other hand, valuers’ professionalism also significantly
moderates their opportunistic behaviour with the moderation effect of mitigating the negative
relationship between opportunism and service performance. Table 5.8 summarizes the outcomes
of hypothesis testing based on the findings in Table 5.7. Five out of the nine hypotheses are
supported with significant statistical evidence. Four hypotheses, H1, H3, H4 and H6 are not
supported.

5.9.

Post Hoc Analysis

In addition to the model analysis and hypothesis testing, I further conducted post hoc analyses with
an aim to find deeper insights and meanings for other plausible outcomes in my research findings.
Particularly, I performed the following analyses:
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(1) I examined whether there is any significant non-linear relationship between client firms’
mediated power (MEDPOW) and valuation firms’ opportunism (OP), based on the outcome
that the linear relationship proposed by H1 was not supported.
(2) I probed the moderation effect at different levels of dependence asymmetry (DA), as the
outcome of the hypothesis testing of my research model found that, although H4 was not
supported, DA actually had a significant but negative moderation effect on the relationship
between client firms’ non-mediated power (NONMEDPOW) and valuation firms’ cooperation
(CO). I followed the guidance by Aiken and West (1991) and performed simple slope analyses,
and examined how the different levels of DA impact the relationship in order to generate a
better understanding of the moderation effect of DA.
(3) Finally, although the moderation effects of professionalism (PM) and H7 and H8 were
supported, the specific moderation effects at different levels of PM on the relationships
between cooperation (CO) and service performance (SP) and between OP and SP were
unknown. Therefore, I conducted simple slope analyses to provide more statistical evidence to
enhance the current understanding of the moderation effects of PM in my research findings to
build further contributions.

5.9.1. Linear and Non-linear Effects of Mediated Power on Opportunism
The outcomes of hypothesis testing shown in Table 5.8 indicate that H1 is not supported. The result
is different from the extant literature of interfirm relationships in supply chains, outsourcing
services, and strategic alliances (Huo et al., 2017, 2019; Scheer et al., 2010; Yeung et al., 2009;
Zhao et al., 2008). One possibility is that the relationships between client firms’ mediated power
and valuation firms’ opportunism may be non-linear instead of the hypothesized linear form. In
other words, there could be a non-linear impact of client firms’ mediated power on valuation firms’
opportunism. From my own business experience and also the information collected from
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interviews with valuers, it is likely that when valuers perceive client firms’ “excessive” use of
mediated power, the valuers may behave opportunistically in their valuation service. To discover
whether non-linear relationships between mediated power (MEDPOW), dependence asymmetry
(DA), cooperation (CO), and opportunism (OP) can interpret the relationship between mediated
power and opportunism, I conducted a post hoc analysis to analyze the linear and non-linear
relationships among these constructs according to the relationship structure of my research model.
In particular, I performed hierarchical regression analyses on the following four models to
examine and compare the effects of client firms’ mediation power in a linear model and “excessive
use of mediated power” in non-linear models on valuation firms’ opportunism.
Linear model (model 1):

OP = a1 + a2 DA + a3 CO + a4 MEDPOW

Non-linear model (model 2):

OP = b1 + b2 DA + b3 CO + b4 MEDPOW + b5 SQMEDPOW
(U-shape relationship)

Non-linear model (model 3):

OP = c1 + c2 DA + c3 CO + c4 MEDPOW + c5 SQMEDPOW
+ c6 REVSQMEDPOW (inverted U-shape relationship)

Non-linear model (model 4):

OP = d1 + d2 DA + d3 CO + d4 MEDPOW + d5
REVSQMEDPOW (inverted U-shape relationship)

The outcomes of analyses are:
Model

Equation

R2

p-value
of R2
Change

Fvalue

Non-significant variable excluded
(t-value)

Linear 1

OP = 6.419 + 0.079DA
- 0.653CO

0.342

---

44.37

MEDPOW (0.644)

Nonlinear 2

OP = 7.092 + 0.079DA
- 0.644CO

0.345

0.312

33.54

MEDPOW (0.286), SQMEDPOW
(0.312)

Nonlinear 3

OP = 10.57 + 0.081DA
- 0.645CO

0.349

0.197

27.24

MEDPOW (0.112), SQMEDPOW
(0.109), RESQMEDPOW (0.197)

Nonlinear 4

OP = 6.218 + 0.079DA
- 0.650CO

0.342

0.736

33.19

MEDPOW (0.947),
RESQMEDPOW (0.736)

116

All non-linear models have non-significant R2 changes (p > 0.05). This implies that the power of
the three non-linear models are not stronger than the linear M1, although the R2 values of M2 and
M3 are a little bit higher. Furthermore, the quadratic term (square of Mediated Power) and the
inverted quadratic term (inverted square of Mediated Power) are not significant enough to impact
OP in all the three non-linear models, and they are excluded from the models accordingly.

The analyses outcomes evident that the relationships among opportunism, cooperation, and
dependence asymmetry should be linear rather than non-linear, and the outcomes are consistent
with the results of SEM analysis on my research model in Section 5.8.

5.9.2. The Moderation Effect of Dependence Asymmetry
The hypothesis testing of my research model found that valuation firms’ dependence asymmetry
had a significant but negative moderation effect on the relationship between client firms’ nonmediated power and valuation firms’ cooperation. Consequently, I conducted a post hoc analysis
to further investigate the moderation effect of dependence asymmetry (DA) and to depict the
impacts of DA on the relationship between Non-Mediated Power (NMP) and Cooperation (CO).

117

The findings of the simple slope analysis reveal that the impact of NMP on CO is significant when
DA is at low (-1 sd, sb = 0.221, t = 3.875, p < 0.01) and medium (at zero sd, sb = 0.104, t = 3.289,
p < 0.01). However, the impact of NMP on CO is not significant when DA is high (+1sd, sb =
0.013, t = 0.233, p > 0.05).
The result shows that when valuation firms’ DA is low or neutral (balanced dependence or
equal dependence Dab = Dba), client firms’ NMP significantly and positively impact valuation
firms’ cooperation. However, when valuation firms’ DA is high or the level of dependence on
client firms is high, the impact of client firms’ NMP on CO is not significant. The high DA likely
reduces the impact of NMP on CO and directly impacts CO, as in the findings of the model analysis
in Section 5.8. The reason is likely that valuers will show resentment to the client firm when their
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DA on the client firm is high.

5.9.3. Effect of Professionalism on Cooperation – Service Performance
The findings of my model and hypothesis analyses rejected H6 but statistically supported H8 – the
moderation effect of PM on the relationship between CO and SP. Consequently, it is interesting to
explore further to understand how PM moderates the relationship between CO and SP. Therefore,
I conducted another post hoc analysis to explore the moderation effects of three levels of PM on
the relationship. Following the same analysis steps used in the previous sub-section, I ran a simple
slope post hoc analysis to depict the effects of PM at different levels.
The outcomes of the post hoc analysis and the simple slope diagram below indicate that the
moderation effects of PM are significant enough to enhance the relationship between CO and SP
when the levels of PM are neutral (0 sd, sb = 0.284, t = 2.99, p < 0.01) and high (+1sd, sb = 0.494,
t = 4.25, p < 0.01). In other words, when valuers’ PM is average and above, PM significantly
enhances the relationship between CO and SP. However, when valuers’ PM is low (-1sd, sb =
0.074, t = 0.683, p > 0.05), valuers’ PM does not have significant moderation effect on the
relationship. Under this situation, the valuers do not exhibit the characteristics of professionalism
in the valuation service.
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The analysis outcomes are also practically significant for client firms when selecting and engaging
those valuation firms with valuers who have a medium-to-high level of professionalism. With this
level of professionalism, both the valuation and client firms have a high certainty to provide and
receive good valuation service.

5.9.4. Effect of Professionalism on Opportunism – Service Performance
Finally, H9 – the moderation effect of professionalism on the relationship between opportunism
(OP) and service performance (SP) – was also statistically supported, I examined the moderation
effect further at different levels of PM on the relationship between OP and SP.
The analysis outcomes and the moderation diagram below indicate that the moderation effects
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of PM are significant enough to mitigate the relationship between OP and SP regardless of whether
the levels of valuers’ PM is low (-1sd, sb = 0.298, t = 4.18, p < 0.01), neutral (0 sd, sb = 0.438, t
= 5.66, p < 0.01), or high (+1sd, sb = 0.578, t = 5.72, p < 0.01). In other words, PM can significantly
mitigate the negative relationship between OP and SP. These outcomes clearly show that PM really
plays an important role in reducing the negative impact of OP and enhances SP.

It is also worthwhile to note that, although a low level of PM has non-significant impact on the
relationship between CO and SP, it does have significant moderation effect on the relationship
between OP and SP and reduces the negative impact of OP on SP.
Overall, the outcomes of my post hoc analyses on the moderation effects of professionalism
are summarized as follows:
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(1) Valuers’ professionalism has significant and negative moderation effects which mitigate the
negative impact of valuation firms’ opportunism on service performance. The moderation
effects are consistent at different levels of professionalism among valuers, and the effects are
consistent to the outcomes of the model analysis in Section 5.8.
(2) Valuers’ medium-to-high levels of professionalism have significant moderation effects on
the valuation firms’ cooperation and service performance, while valuers’ low level of
professionalism does not have significant moderation effect. This outcome is particularly
important to those client firms who really expect valuation firms’ cooperation and good
service performance. The client firms need to eventually contract their valuation projects to
valuers who have a high level of professionalism.
(3) Consequently, for valuation firms’ cooperation or opportunism, the higher the level of
valuers’ professionalism, the higher the moderation effect of professionalism, and the better
the valuation services for the client firms.
(4) The outcomes support the practical implication that, the best practice of valuation firms is to
uphold and enhance valuers’ professionalism. This will greatly reduce the negative impact
of opportunism on professional service and enhance interfirm cooperation. It is also the best
practice for client firms to engage those valuation firms that have valuers with a high level
of professionalism.
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CHAPTER

SIX

DISCUSSION

This Chapter discusses the research findings based on the outcomes of my statistical analysis on
the research model and hypotheses. I first discuss the influence of valuation firms’ and valuers’
demographics on valuation service performance. Then, I articulate the research findings of client
firms’ power influence on valuers’ behaviour in line with the power-dependence theory.
Particularly, I explicate my research findings of valuation firms’ dependence and dependence
asymmetry, and the moderation effect of dependence asymmetry on the relationship between client
firms’ non-mediated power and interfirm cooperation. Then, I argue the application and
effectiveness of power-dependence theory in professional service. As extant studies guided by the
theory of transaction cost economics may overlook the co-existing reality of cooperation and
opportunism in interfirm relationships, I further articulate the integration of cooperation and
opportunism in my research model with the significant support of statistical evidence. Finally, I
discuss the significance of the moderation effects of professionalism on the relationships (1)
between cooperation and service performance and (2) between opportunism and service
performance.

6.1. The Influences of Firm-Specific and Professional Demographics
My study examined the influence of 12 firm-specific and informant-specific demographics. The
research findings indicate that client firms’ and investment managers’ five demographic
characteristics do not have a significant association with valuation firms’ service performance.
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This finding meaningfully shows that valuation firms’ service performance is dependent on
valuation firms’ characteristics and valuers’ behaviour. Thus, the service performance of valuation
firms is independent from the influences of client firms’ and investment managers’ demographics.
Furthermore, valuers’ work experience, professional membership, and professional
experience do not significantly influence their performance. However, valuation firms’ size and
the number of qualified valuers in a valuation firm do have statistically significant influence on
service performance. This finding is consistent with previous research showing that valuation
firms’ size and the number of qualified valuers in a valuation firm are effective indicators of
valuation firms’ development history, cumulative experience, collectively held professional
expertise, industrial position and reputation (Von Nordenﬂycht, 2010; Sweeney et al., 2011).
There are six leading valuation firms participated in this study. These valuation firms are big
and have a large number of valuers. Over the years, these firms have established strong market
presence and industrial position based on their service performance. These firm-based
characteristics are consistent and support my research findings that valuation firms’ size and the
number of qualified valuers in the firms are significantly and positively associated with the firms’
service performance. Accordingly, investment managers highly appraised their service
performance as reflected by the high composite mean value of the service performance in Table
5.5 (mean = 5.55, sd = 0.59).
This finding is also supported by the study of Ho et al. (2015), who revealed that the size of
a professional service firm is significantly and positively associated with the client firms’ desired
service level. In other words, client firms believe and expect that the larger the service firms, the
better the professional service. Client firms are willing to pay higher service charges to sizeable
professional service firms because they believe that the bigger firms have well-developed and
rigorous service policies, standards, committed professionals, knowledge-based and the expertise
to handle complex service projects and offer professional service quality (Sweeney et al., 2011;
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Walsh & Gordon, 2010).

6.2. Client Firms’ Power and Power Influence
The literature review in Chapter Two indicates that client firms’ influence on property valuations
has been an emerging research issue because of the importance of property valuations in client
firms’ investment decisions (Achu, 2013). Client firms may have strong motivation to influence
valuers, valuation firms, and valuation outcomes (Crosby et al., 1997; Levy & Schuck, 2005;
Gallimore, & Wolverton, 2000). A survey conducted by Smolen and Hambleton (1997) suggested
that there are four interrelated client influence issues: a valuer’s experience in coping with client
pressure; source of the pressure; type of threat or coercion from clients; and the awareness of
fellow valuers complying with client pressure. Levy and Schuck (2005) interviewed client firms
to explore the client firms’ influence on property valuations. They found that client firms’
reward/coercive power as well as expertise/expert power were able to influence valuation
processes and outcomes. Achu (2013) also suggested several antecedents that clients may
influence property valuation outcomes. However, my literature review on these prior studies found
that there are no quantitatively empirical studies that unveil the relationships among client firms’
power influences, valuers’ behaviour and valuation outcomes in professional service. More
notably, little theoretical foundation and theory have been developed and used to examine the
relationships.
This thesis, arguably, is the first study in the professional service literature to empirically
examine client firms’ power factors and consequential influence on professional service behaviour
and performance. I use the power-dependence theory as the theoretical foundation (French &
Raven, 1959; Emerson, 1962) and deploy the five power sources as client firms’ influential factors
to empirically examine the impacts of the client firms’ power on valuers’ cooperative and
opportunistic behaviour in the valuation service (Tedeschi et al., 1972; Zhao et al., 2008).
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My research findings clarify client firms’ specific influences and the relationships among the
factors. The analysis of construct validity in Section 5.4 indicates that valuers have inconsistent
perceptions and views on client firms’ legitimate power. The analysis outcome indicates that
valuers do not consider client firms’ legitimate power as a factor that influences their service
behaviour. This finding is also supported by Zhao et al. (2008), who indicated that legitimate
power may not be an effective and appropriate factor in interfirm relationships because none of
the parties in a dyad business relationship is a legitimated party with the authority to exercise
legitimate rights to force upon its partner if the relationship is developed in a free market exchange,
voluntary negotiation, and mutual beneficial orientation. Client firms’ legitimate power is not
accepted by valuers and valuation firms in the professional services. It is inappropriate for a party
in a dyad professional service relationship to use its legitimate power to influence its partner.
The model analysis and hypothesis testing outcomes in Tables 5.6 and 5.7 show that client
firms’ expert power and reference power significantly and positively influence valuers’
cooperative behaviour, and H2 is significantly supported. This finding shows that the impact of
client firms’ non-mediated power on valuers’ cognitive belief and cooperative behaviour is
effective. As such, valuers’ perception of client firms’ credibility and expertise in property
investment is positive. Valuers appreciate the client firms’ contributions. Consequently, valuers
behave collaboratively with the client firms’ investment managers. In sum, client firms’ nonmediated power is positively associated with valuation firms’ cooperation in valuation service.
This research also reveals that client firms’ reward power and coercive power do not have
significant influence on valuers’ cooperative or opportunistic behavior. H1 is not supported by
statistical evidence as indicated on Table 5.7. This result hints that client firms’ threat and coercion
are ineffective at least to those valuers in the leading valuation firms in this study, because the
valuers have confidence in their professional performance and may not compromise their service
standards by conceding to client firms’ unreasonable requests or use of financial advantages. Client
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firms’ overuse or abuse of coercive power and reward power may weaken the valuers’ work
passion and confidence in client firms. Logically, the valuers may just barely complete the
valuation service based on the service contract in line with a professional code of conduct.
All the above findings provide statistical evidence to confirm prior literature presumption
that client firms’ power factors do have influence on valuation firms and valuers in the valuation
service, but the influence only stems from client firms’ non-mediated power factors but not
mediated power factors (Achu, 2013; Levy & Schuck, 2005).
It is worth noting that my research findings on client firms’ power influence are different
from those research outcomes in the literature of supply chain and buyer-seller relationships. For
example, Handley et al., (2019) found that buyers’ reward power significantly increased suppliers’
opportunism, while buyers’ non-mediated power significantly decreased suppliers’ opportunism.
Wang et al., (2015) revealed that buyers’ coercive power increased suppliers’ opportunistic
behaviour, but buyers’ non-coercive power decreased suppliers’ opportunistic behaviour. In
addition, Zhao et al., (2008) showed that buyers’ non-mediated power improved manufacturers’
normative commitment, and mediated power increased manufacturers’ instrumental commitment
in supply chain integration. I believe that the differences between my research findings and the
knowledge in extant management literature mainly lie in the different types of suppliers in the
interfirm exchange relationship. In my study, the valuers are the professional service suppliers.
Different from ordinary commercial suppliers, professional valuers do not merely consider client
firms’ financial rewards and power coercion when carrying out their valuation service. They will
adhere to professional ethics, code of conduct, and service standards to perform their duties.
Therefore, client firms’ mediated power is ineffective in influencing valuers’ professional
behaviour, while non-mediated power of expert and reference power have significant and positive
impacts on valuers’ cooperative behaviour or valuation firms’ cooperation (Lim et al., 2006; Leek,
2014; RICS, 2012, 2017). In summary, my study of professional service unveils the fact and
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provides evidence that client firms do have some influence on valuers and valuation firms’ service
as the literature has presumed, but the influence of client firms’ power factors is different and
comparatively not as significant as it is in ordinary interfirm marketing service or business
relationships.

6.3. The Valuation Firms’ Dependence and Dependence Asymmetry
Although extant studies on interfirm relationships consider interdependence or mutual dependence
an important cornerstone for establishing interfirm relationships and transactions (Emerson, 1962;
Gulati & Sytch, 2007; Gundlach, & Cadotte, 1994; Scheer et al., 2015), the common business
reality is that interdependence is imbalanced in most dyads. The literature conceptualizes the
imbalance in terms of dependence asymmetry (DA), in which firm A has a positive DA value if
firm A depends more on firm B than firm B depends on firm A. However, empirical studies have
rarely been conducted to examine the effects of such an imbalanced situation in interfirm
interactions. For example, in the study of DA in interfirm relationships by Galati and Sytch (2007),
joint dependence (the sum score of both firms’ dependence on each other) was considered as an
antecedent that affected the performance of a procurement relationship. In Hofer’s (2015) study,
DA was operationalized separately by the customer dependence advantage and disadvantage,
while joint dependence was considered as interdependence in a logistics outsourcing relationship.
In addition, Huo et al., (2019) used buyer’s dependence and supplier’s dependence as two
antecedents to examine their effects on the buyer’s and supplier’s use of power and opportunism.
Thus, it is commonly found that DA is operationalized differently from its conceptualization in
extant empirical studies. Accordingly, the outcomes of DA’s effects are uncertain and different.
In line with the power dependence theory (Emerson, 1962), my study defines DA as the
difference of dependence levels between a valuation firm and its client firm in a dyadic valuation
service (Gulati & Sytch, 2007; Hofer, 2015; Scheer et al., 2015). I operationalized DA using the
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same question statements as the observable variables in the valuer’s and investment manager’s
questionnaires and calculated the DA value using the formula DAi = VDAi – MDAi. Table 5.5
indicates that the mean value of valuation firms’ DA is a positive value of 1.13 (n = 260, std =
1.50), which is a positive DA value. This reveals that valuation firms in my study have a higher
dependence on their client firms. In other words, valuation firms have a dependence advantage in
the professional-client relationship. As such, my study gets the “real” DA values and then uses
those values to examine the consequential effects on valuation firms’ cooperation and opportunism
in the professional service.
The statistical outcomes in Table 5.7 and Figure 5.1 indicate that valuation firms’ DA value
has a significant and positive direct effect on opportunism or valuers’ opportunistic behaviour, but
simultaneously, a significant and negative effect on cooperation or valuers’ cooperative behaviour.
The positive DA value may reveal the fact that the valuation firms are in a relative vulnerability
and dependence advantage contrast to their client firms’ power advantage position. The valuers in
the valuation firms may perceive a strong influence and pressure from the client firms’ investment
managers in the interaction process of property valuation.

It is likely that the influence and

pressure from the investment managers is unpleasant or assertive. As a result, the valuers may
resist the influence and insist on their professional conduct and remain unwilling to closely follow
the investment managers’ instructions. Valuers may even react to the influence through technical
opportunistic behaviour. In sum, my research findings unveil the positive relationship between the
valuation firms’ DA and valuers’ opportunistic behaviour, and the negative relationship between
valuation firms’ DA and valuers’ cooperative behaviour. The findings uncover the unique
characteristics of professional service, which differs from the findings of Scheer et al., (2015) in
marketing relationships and Hofer’s (2015) findings in logistics outsourcing relationships.
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Furthermore, valuation firms’ positive DA value has a significant and negative moderation
effect on the relationship between client firms’ non-mediated power and valuers’ cooperative
behaviour as H4 is not supported. This significant moderation effect weakens the positive
relationship between client firms’ non-mediated power and valuation firms’ cooperation. This is
different from my hypothesis in the research model, which was based on the extant research
findings in the marketing and interfirm relationship literature. In professional service, however,
valuers’ perceptions of their firms’ dependence advantage and client firms’ power advantage – an
imbalanced power-dependence scenario in a professional-client relationship – may induce an
unpleasant feeling in the valuers and a hesitation to collaborate closely with client firms’
investment managers. The imbalanced power-dependence undermines the relationship between
the client and valuation firms, and even alters the relationship into a project-based and short-term
orientation. Consequently, the perception of dependence on client firms may even reduce the
valuers’ relationship commitment to client firms (Casciaro, & Piskorski, 2005; Chae et al., 2017;
Handley et al., 2019; Zhao et al., 2008).
The outcomes of the post hoc analysis on DA’s moderation effect in Section 5.9 indicate that
valuation firms’ low and medium levels of DA can enhance the relationship between client firms’
non-mediated power and valuation firms’ cooperation. That is, the perception of valuation firms’
low-to-medium level of dependence alters valuers’ behaviour in the valuation service. As such, if
client firms can give more autonomy for valuers to perform their service and let valuers perceive
themselves as respectful professionals, the valuers’ perception of the DA value can be reduced,
and the negative direct impact of DA on cooperation and the negative moderation effect on the
relationship between non-mediated power and cooperation can be meaningfully decreased.
Finally, the outcomes of the statistical analysis and hypothesis testing in Figure 5.1 and Table
5.7 indicate that client firms’ mediated power does not have significant impact on valuers’
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opportunistic behaviour. H1 is not supported, as was discussed in Section 6.2. Accordingly, the
moderation effect of valuation firms’ DA on the relationship between client firms’ mediated power
and valuers’ opportunistic behaviour is also not significant, and H3 is not supported. Different from
the presumptions in property valuation literature, this finding further confirms that client firms’
mediated power is not a significant antecedent to valuers’ behaviour. Instead, it is notable that
valuation firms’ positive DA is a significant determinant on valuers’ behaviour. Particularly,
valuers’ perception of valuation firms’ positive dependence asymmetry mitigates valuers’
cooperation and enhances valuers’ opportunistic behaviours.

6.4. The Power-Dependence Theory in Professional Service
As discussed in the prior sections, my research findings clearly indicate that the power-dependence
theory is a fundamental theory to explicate client firms’ power factors in interfirm relationships
and to articulate the relationship between client firms’ power and valuation firm’s consequential
behaviour. Like other theories, such as resource dependence theory (Casciaro & Piskorski, 2005),
the concepts in power-dependence theory are applicable in examining the influence of client firms
on the professional-client relationship between client firms and valuation firms. The explanation
of power-dependence theory, particularly about the effects of non-mediated power and dependence
asymmetry, has been supported by the significant statistical evidence in my empirical study. The
analysis outcomes reveal the impacts of client firms’ non-mediated power on valuers’ cooperative
behaviour. As a result, this study extends the power-dependence theory into interfirm professional
service. The findings of the study support the applicability of the theory (Emerson, 1962; French
& Raven, 1959; Handley et al., 2019).
However, my research findings also show that the impact of client firms’ mediated power on
valuers’ behaviour is not supported by the statistical results as indicated in Table 5.7 and Figure
5.1. The results reveal the fact that we need to be cautious when applying the power-dependence
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theory in a new field to explore or predict relationships. It is necessary to consider the uniqueness
of research context and respondents as theoretical components when a study concerns their
behaviour and performance. In this study, valuers and valuation firms are not ordinary service
suppliers. Therefore, the extant knowledge in service marketing may not be fully applicable to
professionals and professional service firms. However, my research findings can add values and
enrich the extant knowledge of professional service from the perspective of client firms’ influence
on professional firms’ service behaviour and performance. The findings clearly indicate that client
firms’ non-mediated power has a significant influence on valuers’ cooperative behaviour in
professional service and performance (Bamberger, 2008; Johns, 2006; Rousseau & Fried, 2001).

6.5. The Theory of Transaction Cost Economics in Professional Service
The theory of transaction cost economics has been widely used to explain interfirm exchange and
to control the transaction costs through the mitigation of uncertainty and opportunism in interfirm
relationships. Under this theoretical underpinning, studies have been guided and conducted to
examine the antecedents, effects, and mechanisms that may mitigate transaction costs through the
prevention of a partner’s opportunistic behaviour in an interfirm relationship (David & Han, 2004;
Geyskens et al., 2006; Rindﬂeisch & Heide, 1997; Williamson, 1981; Geyskens et al., 2006).
In extant literature, a firms’ power has been widely regarded as an important antecedent to
induce a partner’s opportunistic behaviour in an interfirm relationship (Carson et al., 2006;
Handley & Benton, 2012; Handley et al., 2019). Particularly, opportunism has been studied as a
dependent variable or endogenous construct in modeling the cause–effect relationship in interfirm
settings, and a firm’s mediated power has been considered as a predictor of a partner firm’s
opportunistic behaviour in the transaction cost economics literature (Carson et al., 2006; Huo et
al., 2019; Wathne & Heide, 2000). However, the research findings of my study in interfirm
professional service indicate that client firms’ power (both mediated and non-mediated power) has
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no significant impact on valuers’ opportunistic behaviour or valuation firms’ opportunism. This
evidence implies that the previous research findings of the power effect in interfirm relationships
are not applicable to interfirm professional-client relationships. Thus, the theory of transaction cost
economics has limited explanatory power in professional interfirm relationships. That is, the
application of transaction cost economics may be contingent upon the research context and the
kind of interfirm partners involved in the interfirm settings. In professional interfirm service, for
example, the service providers are professionals.

They are regulated by the relevant professional

bodies or codes of conduct in the profession. Therefore, to apply the transaction cost economics
theory to examine the professionals’ opportunistic behaviour and performance, we should also
consider the influence of professional ethics, codes of conduct, and relevant regulations.

6.6. Balance of Cooperation and Opportunism in Interfirm Relationship
The extant studies on opportunism have paid limited attention to interfirm cooperation, which
simultaneously increases transaction profits and reduces the transaction costs of opportunism
(Combs & Ketchen, 1999; Das & Teng, 1998; Dyer & Singh, 1998; Ring & Van De Ven, 1994).
Literature provides little evidence in articulation of the relationship between cooperation and
opportunism in interfirm settings.
I believe that the reality of interfirm relationships is an equilibrium setting in which
cooperation and opportunism co-exist. Opportunism may be considered a minor component of
relational friction or conflicts of interest in the professional setting, while cooperation is a major
component of interfirm relationships for transactions as it creates a synergy effect to achieve winwin outcomes. Many interfirm settings, such as supply chains and outsourcing services, are typical
examples of cooperative interfirm relationships. My research findings hint that extant literature
may have overlooked the co-existing reality of cooperative and opportunistic relationships, as
previous research mainly focused on either cooperation or opportunism.
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My study advanced the extant literature by integrating the concepts of cooperation and
opportunism into an integrated research model and revealed their antecedent influences and the
impact of cooperation on opportunism.

The findings shown in Table 5.6 and Figure 5.1 support

the research model and H5. Cooperation and opportunism do co-exist in interfirm professional
service, and cooperation has a significant and negative effect on opportunism. In other words,
cooperation is an effective mechanism for the development of the professional-client relationship
between the valuers and the investment managers, because it significantly mitigates valuers’
opportunistic behaviour or valuation firms’ opportunism.
Through cooperation, the valuers and investment managers exchange property information,
collaborate valuation activities, generate solutions to valuation problems, and provide feedback on
valuation report (Lim et al., 2005; Lo, 2011). It is likely that some opportunistic behaviour may
happen in the valuation process, but the investment managers’ early detection and communication
can prevent the valuers’ opportunistic behaviour and reduce the service costs (Ho et al., 2016;
Sweeney et al., 2011; Walsh & Gordon, 2010).
In sum, my research model depicts an important business reality of interfirm transaction
setting and significantly supports the co-existence relationship between cooperation and
opportunism. It also proves that cooperation can effectively mitigate opportunism in the
professional-client relationship.

6.7. The Direct and Moderation Effects of Professionalism
Extant empirical studies in professional service have mainly applied the five dimensions of
professionalism to examine the direct effects of professionalism (Hall, 1968; Snizek, 1972). For
example, Lee (2014) studied the effect of professional attitude on service quality efﬁcacy. It has
been found that a sense of calling and customer orientation are essential professional attitudes,
having positive and signiﬁcant impacts on service quality. Bartol (1979) investigated the
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relationships between professionalism and organizational commitment and turnover expectancy.
Hampton and Hampton (2004) empirically studied the impact of professionalism, market
orientation and reward structure on job satisfaction. Recently, Dinger et al., (2015) empirically
investigated the role of professionalism in the information technology (IT) workforce. They found
that professionalism demonstrated positive relationships with intrinsic motivation, job satisfaction,
and job performance.
My study goes beyond the direct effects of professionalism and extends the roles and the
dimensions to examine the moderation effects of professionalism in the relationships between (1)
valuers’ cooperative behaviour and valuation firms’ service performance, and (2) valuers’
opportunistic behaviour and valuation firms’ service performance. The literature review in Chapter
Two indicates that the roles and dimensions of professionalism actually reflect valuers’ norms,
beliefs, and obligations in professional service (Evetts, 2011, 2013; Lawrence et al., 2016). As
such, the dimensions reflect valuers’ mindset and faith in their profession, and they are not
behavioural antecedents that logically generate the outcomes of service behaviours and
performance. Thus, professionalism may not be a predictor to directly influence valuation firms’
service performance. Instead, professionalism may imperceptibly and unconsciously moderate the
relationships between the valuers’ behaviours and their performance. In other words,
professionalism may indirectly and implicitly impact valuation firms’ service performance
through moderating the strength of the relationships between valuers’ behaviours and service
performance.
As expected, the outcomes of statistical analysis supported my assumptions H8 and H9.
Analysis outcomes shown in Table 5.7 indicate that professionalism has an insignificant direct
impact on service performance.

More importantly, my research findings shown in Figure 5.1 and

Table 5.8 unveil two important and significant moderation effects: (1) valuers’ professionalism
enhances the relationship between cooperative behaviour and service performance; and (2) valuers’
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professionalism mitigates the relationship between opportunistic behaviour and service
performance.
In addition, the outcomes of the post hoc analyses on the moderation effect of professionalism
in Section 5.9 indicate that the ultimate role of professionalism is to mitigate the negative impact
of opportunism on service performance. Regardless of the level of valuers’ professionalism, it
always has a significant role in reducing the impact of valuers’ opportunism. Of course, the higher
the level of valuers’ professionalism, the more significant the effect of mitigation. On the other
hand, medium and high levels of professionalism have a significant role of enhancing the
relationship between cooperation and service performance, while a low level of professionalism
does not. The overall outcomes of moderation effects of professionalism are that the medium and
high levels of professionalism have the dual roles of reducing the negative impact of opportunism
and enhancing the positive impact of cooperation. These will give rise to the good service
performance provided by valuation firms and received by client firms. However, a low level of
professionalism is a tricky scenario, because the moderation effect of low professionalism for
enhancing the relationship between cooperation and service performance is not significant. Client
firms may not be willing to contract out their valuation projects to valuation firms that have valuers
with low professionalism.
All these findings make a few significant contributions to the literature of professional service.
First, my findings confirm that professionalism is professionals’ true norms and beliefs which does
not impact directly the service performance of professional firms but moderates the relationships
between professionals’ behaviour and performance – to enhance the rational and judicious
behaviour of cooperation and to control the irrational and opportunistic behaviour, and eventually,
to professionally accomplish valuation firms’ professional service. Second, my findings indicate
that professionalism makes professionals and professional firms different from the ordinary
business service providers or firms. In the principle and practice of transaction cost economics
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theory, the commercial service providers or firms usually strive for profit maximization and cost
reduction rather than strictly observe business norms and ethics to regulate their behaviours and
relationships with clients or customers in performing a service. Third, my findings show that
professionalism empowers professionals to uphold their professional standards, enhance
cooperative relationship with clients, and control opportunistic behaviour in professional service.
In sum, my research findings of the impacts of professionalism have profound implications
on further research in professional service. Current knowledge accumulated in the theories of
transaction cost economics and power-dependence for portraying professional service and
professionals may be insufficient. Therefore, it is necessary for researchers and theorists to advance
a more sophisticated and comprehensive theory of professionalism to explain and predict
professionals’ behaviours and professional firms’ performance.

6.8. The Generalizability of Research Findings
I do not intend to claim generalizability of my research as there may be variances impacted by age,
gender, cultural or social factors. However, I think the findings should be generally applicable to
the professional service industries in most developed economies.

6.8.1. Cross-Age and Cross-Gender Generalizability
In the survey questionnaires, I did not ask the valuers and investment managers to provide their
demographic information of age and gender because based on my own working experience and
also the opinions collected from the respondents in the brainstorming sessions, personal
demographic factors such as age and gender do not have much implications on the service
performance of the valuation service.
Instead, my questionnaires have set down the criteria (education, qualification, and
experience, etc.) for the respondents (section 4.2.2). Their qualifications and experience in
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valuation service and management of valuation projects are more relevant factors to impact their
service behaviours and performance. The valuers in my questionnaire survey are all qualified,
well-trained, and experience-rich professionals with a minimum of five years of experience, and
the investment managers are all seasoned senior executives of property development firms or asset
management companies in charge of making major investment decisions. It is rather unlikely that
the age of these individual valuers would have a major impact on their valuation firms’ service
behaviour and performance.
As for gender of the respondents, my own working experience with valuers and investment
managers confirms that the service behaviour and performance of female valuers and investment
managers are no different from their male peers. Gender does not have significant impact on
performance. Most importantly, my study is firm-based and focused on professional-related
variables/characteristics. The service firms’ performance will not be affected by individual valuers’
personal features.

6.8.2. Cross-Cultural Generalizability
Although my research does not claim international or global generalizability, I do think that in any
developed economy where a sound and effective social and legal system is in place, my research
model is not limited by cultural and geographically boundaries.
The underpinning theories of power-dependence theory and transaction cost economics in my
research are well established and proven theories originated from western countries. Extant
literature shows that the theories have gone well beyond cultural and geographic limitations (Chen
et al., 2006; Steenkamp & Geyskens, 2012). They are widely adopted by economic and managerial
studies in various cultural and national contexts. I believe that my research model and empirical
findings should also have cross-cultural and cross-national applicability and can be generalized in
developed economies.
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Furthermore, property valuation service is one of the well-established international
professional practices. The service standards and professional code of conduct, such as those of
Royal Institution of Chartered Surveyors (RICS) and Hong Kong Institute of Surveyors (HKIS)
are in force worldwide and are commonly adopted in various nations. Valuers’ professional status
is also recognized worldwide too. More importantly, the six surveyed valuation firms in my study
are all international surveyor firms with global exposure. The respondents from these firms were
either member of the Royal Institution of Chartered Surveyors (RICS) and Hong Kong Institute of
Surveyors (HKIS) or both. Some of valuers were local people and some were from countries like
Japan, Malaysia, Singapore, Australia, the UK or Ireland, with different ethnic cultures. On the
other hand, my research model, the hypotheses, and observable variables do not assume a specific
cultural context, and my research does not study the culture-related implications and is not
confined to any specific cultural context. The findings can therefore be generalized in different
cultures and countries. However, since generalizability is not intended to be one of my research
objectives, it is not claimed as one of my research contributions.
To sum up, I believe that my study has achieved some extent of generalizability. My research
model and findings can be applied to other social or cultural context in developed economies.
However, further research may be required to find out to what extent is my research findings
generalizable in the global context.
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CHAPTER

SEVEN

CONCLUSION

In this final Chapter, I first summarize the key findings and accomplishments of my research
objectives with answers to my research questions as set out in Chapter One. Then, based on my
research findings and extant literature, I elaborate the contributions and implications of my study
from both the theoretical and practical perspectives. In addition, I identify and discuss the possible
limitations or improvements in my study, and accordingly, I discuss possible future research
directions for further theory advancement in professional service.

7.1. Accomplishment of Research Objectives and Questions
In the Section 1.3 of Chapter One, I set out the objectives of my study: “To create new findings
and knowledge for filling the current literature dearth with the understanding of what are the
factors, their relationships, and to what extent these factors and their relationships influence a
valuation firms’ cooperative and opportunistic behaviours and thereby impact their service
performance”. In addition, I put forward four research questions:
(1) What are the client firms’ power factors and to what extent do these factors impact the
valuation firms’ cooperation and opportunism in the property valuation process?
(2) Does valuation firms’ dependence asymmetry strengthen valuation firms’ cooperation and
concurrently mitigate valuation firms’ opportunism?
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(3) To what extent do valuation firms’ cooperation and opportunism impact the valuation
service performance?
(4) To what extent does valuers’ professionalism enhance the relationship between valuation
firms’ cooperation and service performance, and concurrently mitigate the relationship between
valuation firms’ opportunism and service performance?
In search for the answers to these questions and to accomplish my research objectives, I developed
my research model depicted in Figure 3.1 and proposed nine hypotheses in Section 3.2 for
empirical analysis and statistical testing.
My study has successfully achieved the research objectives. The findings of my study as
shown in Figure 5.1 and Table 5.7 have (1) confirmed the literature presumption with empirical
evidence that client firms’ non-mediated power has significant influence on valuation firms and
the valuation process; (2) deepened extant understanding that valuation firms’ dependence
asymmetry has significant effect on valuers’ cooperative and opportunistic behaviours in the
relationship of interfirm professional service; and (3) proven that valuers’ professionalism has
significant moderation effects on the relationships between valuers’ behaviour and valuation firms’
performance. Understanding of these relationships and effects has enriched the extant knowledge
on interfirm relationships in professional service and makes theoretical and practical contributions
to valuation firms’ professional service and client firms’ property investment decisions.
Specifically, my findings have found answers to the research questions: (1) client firms’
mediated power does not but non-mediated power does have significant influence on valuation
firms’ cooperation and opportunism in the valuation process; (2) valuation firms’ dependence
asymmetry significantly and directly weakens interfirm cooperation and enhances valuation firms’
opportunism; (3) valuation firms’ cooperation does not but opportunism does significantly and
negatively impacts\ on the valuation service performance; and (4) valuers’ professionalism plays
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the ultimate important role wherein professionalism significantly strengthens the relationship
between valuation firms’ cooperation and service performance, and concurrently significantly
mitigates the relationship between valuation firms’ opportunism and service performance.
Overall, Figure 5.1 and Table 5.7 show that my research findings support my hypotheses. The
statistical evidence and research findings have provided answers to my research questions.

7.2. Theoretical Contribution and Implications
Although property valuation has been long recognized as an academic discipline of professional
service (Baum, 2009; Baum, & Crosby, 2014; Crosby, 2000; Diaz, 1999; DeLong & Nanda, 2003;
Klamer et al., 2018; Kucharska-Stasiak, 2013; van Vuuren, 2017; von Nordenflycht, 2010; Wyman
et al., 2011), limited empirical research with statistical analysis has been conducted in the
discipline to examine and predict the relationships among the factors of clients’ influence,
valuation firms’ dependence, valuers’ behaviours, professionalism, and service performance.
My study has filled this literature dearth by shedding light on the interfirm professional-client
relationship through the lens of power-dependence theory (Emerson, 1962; French & Raven, 1959;
Frazier & Anita, 1995; Frazier & Summer, 1986; Gulati & Sytch, 2007) and transaction cost
economics (Williamson, 1975, 1981, 1985). I have deployed the theories as the theoretical
underpinnings for modeling the relationships among the factors and testing hypotheses to search
for statistical evidence and answers to my research questions. To the best of my knowledge, this
study can be regarded as a pioneer empirical research in the discipline to statistically examine and
predict the effects of the factors and relationships. As such, my study may make the following
theoretical contributions and implications.

7.2.1. The Limitation of Power-Dependence Theory in Professional
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Service
As the extant literature indicates that power-dependence theory is effective and applicable in
strategic alliance, supply chains, and outsourcing service to articulate the interfirm relationship
(Gulati & Sytchm, 2007; Gundlach & Cadotte, 1994; Handley et al., 2019; Huo et al., 2017; Kumar
er al., 1995; Scheer et al., 2015; Zhao et al., 2008), this novel study has extended the theory into
interfirm professional service and attempted to discover whether the theory is also effective at
predicting client firms’ power influence on valuers’ behaviour and valuation firms’ performance
in professional service. My study found that the power-dependence theory is not as effective as in
other interfirm settings (e.g., strategic alliance and supply chains). The theory has limited
explanatory and predictive power in professional service (Gulati & Singh, 1998; Hofe et al., 2015;
Huo et al., 2017, 2019; Scheer et al., 2010; Yeung et al., 2009; Zhao et al., 2008). Specifically,
different from previous studies in service marketing and supply chain management, my research
confirms that client firms’ powers (including mediated and non-mediated powers) do not induce
professionals’ opportunistic behaviour. It can be explained by the fact that professionals consider
professional identity and reputation to be more important than the commercial interest of service
rewards. On the other hand, professionals’ ethical code of conduct is an effective shield against
client firms’ “carrots and stick” influence. (RICS, 2012, 2017).
In addition, the professionals’ belief of upholding the profession’s credibility in society is more
important than monetary gains from client firms. Although client firms’ non-mediated power has
a significant impact on valuers’ cooperative behaviour in the professional service setting, the
impact is not so significant as in the ordinary service marketing and supply chains. Thus, this
finding can be interpreted that power-dependence theory has limited explanation power on the
relationship between client firms’ power influence and valuers’ behaviour because valuers are
influenced only by client firms’ non-mediated power. Valuers have the professional independence
of neutral credibility that prevents them from the client firms’ mediated power influence. Therefore,
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my research findings confirmed that the explanatory power of the power-dependence theory in
interfirm professional service is not as effective as in other interfirm settings because professionals
are unique service providers who are not easily influenced and compromised by their client firms’
power.

7.2.2. Dependence Asymmetry – A Powerful Predictor to Opportunism
This study contributes to extant knowledge on interfirm relationships with the confirmation that
valuation firms’ dependence asymmetry (DA) is a more powerful predictor than client firms’
power factors. DA significantly increases valuers’ opportunistic and decreases valuers’
cooperative behaviours. This finding enriches our extant understanding of the impact of DA: a
valuation firms’ positive DA may activate valuers’ intrinsic desire to take advantage of client firms’
vulnerability, such as inadequate knowledge in assessing risks involved and mitigate valuers’
willingness to autonomously collaborate with the investment managers in the valuation process
(Handley et al., 2019; Snizek & Crocker, 1985; van Vuuren, 2017).
Consequently, DA may increase professional service costs and risks embedded in valuation
outcomes (e.g., valuation reports and client firms’ investment decisions). Thus, my study has
identified and confirmed an additional driving force for interfirm opportunism: DA is one of the
origins for inducing opportunism and increasing interfirm transaction costs. In line with the theory
of transaction cost economics (Handley et al., 2019; Joshi & Stump, 1999; Nayga et al., 2013;
Wathne & Heide, 200; Williamson, 1981), the costs of interfirm professional service can be
controlled by the reduction of interfirm DA.
In a dyadic interfirm exchange, each firm may need to consider and assess its dependence level
on the other firm, then select a partner firm with a similar level of mutual dependence or
interdependence and strive to avoid a DA in an interfirm professional service (de Jong & Benton,
2019; Gulati et al., 2009; Gulati & Sytcthm, 2007).
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7.2.3. The Integration of Cooperation and Opportunism in Interfirm
Exchange
It is commonly assumed that cooperation and opportunism are opposites (Combs & Ketchen, 1999;
Dyer Z& Singh, 1998; Gulati & Singh, 1998; Ring & Van de Ven, 1994; Wathne & Heide, 2000).
There is a presumed negative relationship between cooperation and opportunism. Prior research,
however, has rarely tried to incorporate these two important concepts in an integrated model to
empirically examine their connection in interfirm relationships.
My research conceptually integrates interfirm cooperation and opportunism together and
operationally provides statistical evidence that there is a significant and negative relationship
between them in the professional service context. This finding contributes to the extant
understanding of interfirm relationship with two important issues. First, the reality of interfirm
exchange is that cooperation and opportunism co-exist in the real world of interfirm relationships.
Second, interfirm cooperation is the most significant preventive approach for a firm to manage its
partner’s opportunism (Wathne & Heide, 2000).
The finding also contributes to interfirm relationship studies that it is unrealistic to look into
cooperation and opportunism separately in a research context. Instead, in an interfirm exchange
setting, there is a need to simultaneously enhance cooperation and confine the partners’
opportunism. For this purpose, I believe that, theorists should consider the theoretical integration
of cooperation and opportunism in interfirm exchanges. My research model can be regarded as a
pioneering attempt in this direction. Furthermore, empirical studies need to be conducted in
various interfirm contexts, to examine whether and to what extent does the increase in cooperation
effectively reduces an exchange partners’ opportunism. My research findings confirm that
interfirm cooperation, specifically the cooperation between those interfirm boundary spanners
(valuers and investment managers), is an effective approach to mitigate a partner’s opportunism
and reduce transaction costs in interfirm professional service. Overall, these findings enrich and
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expand the extant knowledge for managing opportunism in interfirm relationships (Handley et al.,
2019; Wathne & Heide, 2000).

7.2.4. The Profound Implications of Professionalism
My research findings make another significant contribution in that professionalism reflects
professionals’ core values and its moderation effects. Professionalism in interfirm professional
service reflects professional standards, status, and image.

Accordingly, it impacts professional

behaviour and performance (Hall, 1968; Kalbers & Fogarty, 1995; Lawrence et al., 2016; Lee,
2014; Lui et al., 2003). More importantly, my findings of the moderation effects of professionalism
in this study reveal that professionalism empowers professionals to uphold professional and ethical
code of conduct, behave professionally in cooperating with client firms, and restrain their intrinsic
behavioural tendency of opportunism.
In addition, professionalism differentiates professionals in professional service from the
ordinary service suppliers in business operations, such as supply chains or service outsourcing.
Professionals are beyond customer service providers. They not only provide a service to clients,
but also uphold their professional status and image, exhibit professional standards, follow the
profession’s code of conduct, and promote the profession’s reputation (Nanda, 2002; Parkan, 2008;
Scott, 1998). Therefore, the findings indicate that the extant literature of suppliers’ characteristics
in customer service or supply chains may have limited applicability to the studies on professionals
and professional service.
My research findings contribute to the current literature of professional service with the
confirmed dual roles of professionalism. The dual roles of professionalism in restraining
opportunism and enhancing professional-client cooperation is a topic that warrants further research
efforts. Professionalism not only differentiates professionals from other service providers, it also
separates professional service from other ordinary commercial services. It has impact on individual
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professional’s behaviour and relationships with clients.
Therefore, these research findings of the effects of professionalism create profound
implications for further research in professional service. Extant knowledge based on the theories
of transaction cost economics and power-dependence may not offer a comprehensive portrayal of
professionals’ characteristics and behaviours. My study and findings may inspire researchers to
further investigate professionalism. Indeed, professional service is an under-researched area that
needs to be further conceptualized and studied. A more sophisticated theory of professionalism to
explain and predict professionals’ behaviours and professional firms’ performance is definitely
necessary to extend the current knowledge of professional service.
In summary, my study paves a promising avenue for further research in the professional service
discipline to reveal other complex and causal relationships. My research findings enhance the
extant understanding with significant evidence that valuers’ perceptions of valuation firms’
dependence on the client firms and their characteristics of professionalism have strong and
significant impacts on the professional service behaviour and performance. The findings also
provide preliminary but important and significant evidence that power-dependence theory and
transaction cost economics theory may not be fully applicable to interfirm professional service
because professional service providers differ from ordinary service suppliers.

7.3. Practical Contribution and Implications
For many years, I have been working as a senior executive in a leading property developer firm in
Hong Kong. Throughout these years, I have made a lot of investment decisions.

I firmly believe

that my research findings have significant and important contributions and implications for the
managerial practice of interfirm professional service in the property industry. I would like to
elaborate them in the following viewpoints:
1. My research findings clearly indicate that interfirm professional service is different from the
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customer service in service marketing, strategic alliance, and supply chain integration.
Interfirm professional service is a project-based professional service which supports client
firms’ investment decisions.

It usually involves high risk, uncertainty, and substantial

economic consequence. As valuation firms and their valuers bear a certain professional
responsibility for their service outcomes, they should and need to uphold the professional code
of conduct and resist client firms’ pressure, threat, and influence in the valuation process. They
do not or shall not compromise on client firms’ unreasonable requests and instructions. This
professional conduct promotes the value of professional service and public credibility
(Schneider & Johnson, 1992; Scott, 1998; Von Nortdenflycht, 2010; Walsh & Gordon, 2010).
Although some studies have inferred that the client firms have influence on the valuation firms
in the property valuation process (Achu, 2013; Amidu et al., 2008; Crosby et al., 1997; Levy
& Schuck, 2005; Smolen & Hambleton, 1997), my research reminds client firms that they
should respect valuers’ professionalism conduct, and any attempt to influence valuers’
professional conduct is not meaningful.
2. The interfirm relationship for property valuation continues when a client firm repetitively
outsources its valuation projects to a valuation firm. Relationship continuity is mainly based
on the valuation firms’ ex ante service performance such as investment managers’ perception
of valuation service quality and satisfaction (Ferguson et al., 2005; Stock, 2006). In this vein,
the management of interfirm professional-client relationships is similar to other interfirm
relationship settings such as supply chain because the interfirm boundary spanners – the
valuers and investment managers - are responsible for investing effort into and cultivating the
relationship. Indeed, collaboration, communication, and coordination between valuers and
investment managers with pure performance evaluation activities may not be sufficient to
maintain a long-term professional-client relationship. Based on my experience, I reckon that
some informal or social gathering, interpersonal relationship, and friendly mutual supports are
148

complementary efforts to make the relationship strong and stable for the continuity of
professional valuation service (de Jong et al., 2004; Empson, 2007).
3. Both the findings of significant and negative effect of valuation firms’ dependence asymmetry
on valuers’ cooperative behaviour and the significant and positive effect of valuation firms’
dependence asymmetry on valuers’ opportunistic behaviour hint that, in a dyadic interfirm
professional relationship, a balanced interdependence (each firms’ dependence asymmetry is
approximately equal to zero) between the firms is ideal because each firm has no power
advantage (dependence disadvantage) or power disadvantage (dependence advantage). Either
of them is relatively independent, or arguably, equally dependent on the other (Gundlach &
Cadotte, 1994; Heide & John, 1988). In reality, however, such a symmetry is extremely rare.
Firms may find it not easy to find service partners who have a similar level of power or
dependence. My research findings suggest that it is more important for valuation firms to
understand and control the consequential effects of the dependence asymmetry with valuers’
professionalism in a dyadic professional service (Lim et al., 2006; Lewis & Brown, 2012;
Sweeney et al., 2011; Walsh & Gordon, 2010).
4. Client firms usually have certain mediated power (coercive power and reward power) relative
to valuation firms. However, my findings indicate that client firms’ mediated power does not
significantly influence valuation firms. Particularly, those leading valuation firms may not be
motivated or influenced by client firms’ mediated power advantage (Achu, 2013; Gallimore &
Wolverton, 2000; Hui et al., 2007). My findings also show that client firms’ non-mediated
power has a significant influence on the interfirm cooperation or valuers’ cooperative
behaviour. Therefore, client firms can enhance their non-mediated power to strengthen
interfirm cooperation in the valuation service by growing investment managers’ expertise in
property valuation and demonstrating deeper understanding of valuation methods and
techniques (Levy & Scuck, 2005; Lim et al., 2005; Lo, 2011). In addition, client firms can also
149

continuously improve their social and industrial image and reputation because client firms’
reference power can motivate valuation firms’ willingness to serve reputable client firms and
create a synergy effect for mutual benefits.
5. Finally, to provide a quality and satisfactory valuation service for client firms, valuation firms
should continue to uphold and enhance their valuers’ professionalism because as unveiled in
my study, professionalism has significant moderation effects on cooperation between the
valuation firms and client firms. It also reduces the negative consequential effect of valuation
firms’ dependence asymmetry. Professionalism mitigates valuers’ opportunistic behaviour and
makes contribution to the valuation service performance (Lewis & Brown, 2012; von
Nortdenflycht, 2010). Therefore, it would be effective for valuation firms to enhance not only
valuers’ knowledge, experience, and expertise, but also strengthen valuers’ professional beliefs,
norms, and obligation to uphold their professional ethical code of conduct, in order to resist
unreasonable instructions and coercive pressure from client firms to maintain valuation firms’
credibility and sustain a proper working relationship with client firms’ investment managers.

7.4. Limitations of This Study
Although my study has made some contributions to advance the theories of power-dependence,
transaction cost economics, and professionalism in professional service and offered practical
insights in both academic and practical perspectives, it has certain limitations.
First, owing to time constraint, my study used cross-sectional survey data collected from
valuers and investment managers to test the research model and hypotheses. While it would be
practically infeasible to arrange field experiments with valuers and developers to test the causal
relationship, it would be desirable to collect longitudinal data from the respondents to reveal the
theorized causal effects in my research model in the future (Fowler, 2014).
The second limitation of this research is on the generalizability of the findings. This limitation
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is attributed to the sampling method of my study under the constraint of sample accessibility. This
study focuses on the context of professional service in property valuation. As the respondents are
the valuers in the valuation firms and the investment managers in the property developer or asset
management firms, the findings may not be generalizable to other professional service providers
such as accountants, auditors, or lawyers. Other professionals also provide services to their client
firms. However, their professional nature, perception, code of conduct and acts of professionalism
may be different from the valuers in this study.
Third, a related limitation is attributed to the sampling method in this study. The findings of
my study are based on the survey data from six leading and large valuation firms and their client
firms in Hong Kong. As such, caution is necessary when interpreting or applying the findings to a
wider scope. For example, it is possible that the findings may not be fully applicable to small or
medium size valuation firms who may suffer more power influence from their client firms. It is
also likely that the valuers in small or medium size valuation firms may be relatively flexible in
following client firms’ requirements and instructions due to the firms’ financial pressure to capture
business opportunities.

They need more valuation projects and profits to sustain growth. Thus,

they may not uphold the professional ethical code of conduct and service standards as tightly as
the large valuation firms. Furthermore, the situation in Hong Kong may be different from the
situation in the other regions and countries. Therefore, caution in interpretation and application of
my findings is necessary in view of the social and professional context for elaborating the research
findings.

7.5. Future Study Directions
I believe that future studies along the avenue of interfirm professional service with the interactions
of interdependence and professionalism in the service will be fruitful and beneficial for theorizing
professional service. Future studies can be conducted in the following perspectives:
151

1.

There is a lack of well-developed management theory on professional service to serve as the
guiding principles for professionals in valuation service. My study is only a preliminary
research for theory development in the professional service discipline. More research is
needed to consolidate and confirm the relationships found in this study.

2.

Although this study sheds light on the professional valuation service through the lens of
power-dependence theory and transaction cost economics, there may be other theories that
are able to elaborate client firms’ influence on professionals’ cooperative and opportunistic
behaviours. For example, resource dependence theory (RDT) can also portray the
interdependence and the professional-client relationship in interfirm professional service
(Casciaro & Piskorski, 2005; Pfeffer, 1972, 1987; Pfeffer & Salancik, 1978). As such, RDT
can be deployed as a meaningful theory to examine the interfirm relationship of professional
service and focus on each firm’s strategies and power to control external uncertainties and
pursue common interests in interfirm settings. RDT also articulates explicit tactics for firms
to respond to interdependence, advise firms to choose the least-constraining approach to
govern relations, minimize uncertainty and dependence, and maximize the firm’s autonomy
with their exchange partners. Thus, RDT can be used to predict the relationship between the
client and valuation firms and examine client firms’ strategies to control valuation risks
involved in the valuation reports and investment decisions.

3.

While dependence asymmetry can be measured in dual directions, this study only examined
the effects of dependence asymmetry from the valuation firms’ perspective. Future research
may examine the impacts of client firms’ dependence asymmetry on the valuers’ cooperative
and opportunistic behaviour in the valuation process. It is interesting to know whether a high
level of client firms’ dependence on valuation firms can positively and significantly enhance
valuers’ cooperation and mitigate their opportunism. As such, the findings from this study
and future studies can present a clear and full picture of the impacts of interdependence on
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professional behaviour in a dyadic interfirm professional service. The findings can add to the
extant understanding of client firms’ influence in the valuation process.
4.

Although professionalism is the professional’s individual belief, norms, and perception of his
profession in society, it has an effect on the interaction of professional service firms with their
client firms. Future research can further examine the effects of professionalism in other
dyadic interfirm professional, services such as accounting and legal services. Current
literature has found the direct effects of professionalism on work attitude, job satisfaction,
and performance in an individual work environment. More studies are needed to generate
findings that are not only limited to the direct effects, but also include the moderation and
mediation effects of professionalism in various interfirm professional services to unveil the
true impacts of professionalism and to enrich the knowledge of professional service. As
more empirical studies are conducted on the inpacts of professionalism, more theories of
professionalism and professionalization can be developed to guide and support professional
service.

7.6. A Concluding Remark
It has been a pleasant and enjoyable experience since I embarked on and initiated this degree
project. Now, I have completed the project, accomplished my research objectives, and found
answers to my research questions.
As my research model and hypotheses have been largely confirmed with significant statistical
evidence, I believe that I have found the impacts of client firms’ power, valuation firms’
dependence, and valuers’ professionalism on the service behaviour and performance of
professional firms in property valuation. Particularly, the findings of the direct effect of valuation
firms’ dependence asymmetry and the moderation effects of valuers’ professionalism on the
valuation service behaviour and performance have significant and profound implications for future
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research. Furthermore, my research findings have made some theoretical contributions to
knowledge advancement in the discipline of professional service and the service practice of
professional valuation firms and property developers as well as asset management firms.
Although not entirely complete, my study has been a successful attempt to develop a theory
for predicting professional service behaviour and performance. It is also a novel attempt to pave
an avenue for further research on the causal relationships among many intertwined factors in
interfirm professional service. I am confident that future studies will produce many fruitful and
meaningful outcomes.
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APPENDIX A: QUESTIONNAIRE
Appendix A1. Valuer’s Questionnaire
Dear Valuers or Surveyors,

We cordially invite you to participate in this questionnaire survey. It is an academic
research in the professional service of commercial property valuation, which is closely
related to your professional work. Academic and professional literature indicates that
similar studies have been conducted in the UK, USA, and other European countries, but little
is known from the Hong Kong context – a well-developed service and knowledge economy.
Thus, we attempt to carry out this research for filling the knowledge void. In particular, the
survey aims to (1) identify the factors that impact on the interaction and relationship
between valuation companies and their client companies; (2) understand the consequential
effects on service performance; (3) create knowledge for enhancing professional service
quality of property valuation.
Your participation in the survey will greatly benefit the knowledge creation and assimilation
for the service advancement of your profession. As Hong Kong, China and Asia are
progressing towards more service intensive economies, commercial property valuation and
valuation professionals with well-equipped knowledge will substantially contribute more
than ever to business and society.
The participation is voluntary, but your ten-minutes to complete the questionnaire is an
invaluable contribution. We keep your data strictly confidential and analyze them
collectively and statistically.
Further, it is certain that any personal and company
identification will not appear in the analysis outcomes and publication.
Please understand that this academic study has no predetermined opinion or position
in the questionnaire. You have seven choices (from Strongly Disagree to Strongly
Agree corresponding to each statement in the questionnaire) to freely express your
views.
Should you have question at any time about this survey, you may contact Dr Henry Fock,
Department of Marketing, Hong Kong Baptist University, Kowloon, Hong Kong. Tel: 3411
5202; email: hfock@hkbu.edu.hk. If you feel your rights as a participant in this research
have been violated during the course of this project, you may contact the Committee on the
Use of Human and Animal Subjects in Teaching and Research, Hong Kong Baptist University,
Kowloon, Hong Kong or by email at hasc@hkbu.edu.hk.
~~~ Welcome Your

Participation ~~~
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Recently, you accomplished a valuation project on behalf of your firm. Please keep this valuation
project in your mind now and express your viewpoints based on the project situation by tick (Ö) at
the corresponding box – the extent to which you agree or disagree to each statement on the left
column.
Note: In the statements below, “I” or “me” was you, “my firm” was your valuation company, “the
client firm” was the company to whom you provided the valuation service on its commercial
property.

Statement

Strongly
Disagree

A speciﬁc and well-deﬁned valuation service contract was
always signed between my firm and the client firm.
The service contract was customized to define both firms’
obligation and responsibility.
The contractual terms and conditions were drafted to tailor
the client firm’s requests and circumstances.
Most valuation activities were speciﬁed or itemized in the
service contract.
The service contract also deﬁned what action would take
place in case of unexpected events.
The service contract could be changed when either firm’s
business changes.
The client firm had the right to require my firm to provide
the valuation service as specified in the service contract.
The client firm had the right to expect my firm to provide
other services beyond the service contract.
As the client firm was my firm’s important client, my firm
followed its service instructions.
The client firm had the right to expect my firm to go along
with its service instructions.
If the client firm was reputable, my firm would be more
willing to collaborate.
If the client firm was reputable, my firm would be proud to
provide the valuation service.
My firm provided the valuation service in the ways of
matching the client firm’s high expectation.
My firm was honored for being associated with the client
firm through providing the valuation service.
If my firm did not follow the instruction, my firm would not
have received further jobs from the client firm.
By following the instructions, my firm would receive more
jobs from the client firm.
By following the instructions, my firm would encounter
fewer potential problems from the client firm.
Given the payment of valuation fee to my firm, the client
firm might force my firm to follow its instructions.
The client firm’s investment manager had knowledge in my
firm’s service of property valuation.
The client firm’s investment manager had expertise to
assess my firm’s valuation service.
The client firm’s investment manager knew what I should
have done on the property valuation.
My firm got useful viewpoints and suggestions from the
client firm’s investment manager.
The client firm’s investment manager might get back at me
if I did not follow his instruction.
The investment manager hinted that it might take actions if
my firm did not go along with its instructions.
The client firm might have made things difﬁcult if my firm
did not follow its instructions.
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Disagree

Slightly
Disagree

Neutral

Slightly
Agree

Agree

Strongly
Agree

The client firm might withdraw the project if my firm did
not follow its instructions.
My firm would suffer a lot due to the loss of the valuation
fee and relationship with the client firm.
It would be difficult for my firm to replace the client firm
with another client.
Strongly
Disagree

Statement

Disagree

Slightly
Disagree

Neutral

Slightly
Agree

Agree

Strongly
Agree

My firm developed strong dependent relationship with the
client firm.
My firm made signiﬁcant investment in the relationship
between my firm and the client firm.
My valuation service with the client firm was a
collaborative effort.
Maintaining the relation with the client firm was more
important than individual project payoffs.
My firm often used professional knowledge to influence the
client firm in the valuation service.
My firm was committed to benefit the relation as a whole,
rather than my own firm’s interest.
The efforts that my firm did in the valuation service
benefited both the client and my firms.
When unforeseen circumstances arose, my firm adjusted
some service terms or offers to the client firm.
My firm would inform the client firm about service events
or changes that might affect the client firm.
Exchange of information with the client firm took place
timely in the valuation service.
I well understood the client firm’s goals and expectation to
the valuation service.
I carefully coordinated service time and process with the
client firm’s investment manager.
I closely collaborated the tasks and work schedule with the
client firm’s investment manager.
I timely and regularly communicated the progress of
valuation service with the client firm’s investment manager.
I and the investment manager jointly worked out the
valuation report and recommendation to the client firm.
I took pride in being a professional in performing the
valuation service to the client firm.
I had autonomy to exercise my own judgment in
performing the valuation service to the client firm.
I followed the professional code of conduct in performing
the valuation service to the client firm.
I adhered to the principle of professional ethics in
performing the valuation service to the client firm.
I acted professionally in performing the valuation service to
the client firm.

Please tick the box about you or your firm
Related to your firm, how large was the
client firm in terms of market value?
The number of qualified valuers in your
Hong Kong office.
Up to now, how long has your firm been
providing the valuation service?
In the past five years, how many valuation
projects have you firm conducted to the
client firm?
Your current professional membership

5 Smaller

5 Similar

5 5-10 times larger

5 Over 10 times larger

5 Over 100 times larger

5 Giant

51–9

5 10 – 19

5 20 – 29

5 30 – 39

5 40 – 49

5 Other____________

5 £ 10 years

5 11 to 20 years

5 21 to 30 years

51

52–5

56–9

5 10 – 13

5 14 – 17

5 18 or more

5 HKIS

5 RICS

5 Both HKIS & RICS

5 £ 5 years

5 6 to 10 years

5 11 to 15 years

5 30 or more years
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Up to now, how long have you been a
qualified valuer?
Up to now, how long have you been
working in your current firm?

5 16 to 20 years

5 20 or more years

5 £ 1 year

5 1 to 3 years

5 7 to 9 years

5 10 or more years

5 4 to 6 years

The valuation project scale (s. f.):
The valuation project value (HK$):

~~~ Thank you for your kind completion, please return ~~~

Appendix A2. Manager’s Questionnaire
Dear Managers,

We cordially invite you to participate in this questionnaire survey. It is an academic
research in the professional service of commercial property valuation, which is closely
related to your work of investment management. Academic and professional literature
indicates that similar studies have been conducted in the UK, USA, and other European
countries, but little is known from the Hong Kong context – a region with well-developed
property investment and management services.
Thus, we attempt to carry out this research for filling the knowledge void. In particular, the
survey aims to (1) identify the factors that impact on the interaction and relationship
between property developer companies and property valuation service companies; (2)
understand the consequential effects on valuation service performance; and (3) create
knowledge for enhancing the professional service quality for your property valuation and
investment decision.
Your participation in the survey will greatly benefit the knowledge creation and assimilation
for the service management and advancement. As Hong Kong, China and Asia are
progressing towards more service intensive economies, commercial property valuation and
valuation professionals with well-equipped knowledge will substantially contribute more
than ever to your company’s management of property investment.
The participation is voluntary, but your seven-minutes to complete the questionnaire is an
invaluable contribution. We keep your data strictly confidential and analyze them
collectively and statistically.
Further, it is certain that any personal and company
identification will not appear in the analysis outcomes and publication.
Please understand that this academic study has no predetermined opinion or position
in the questionnaire. You have seven choices (from Strongly Disagree to Strongly
Agree corresponding to each statement in the questionnaire) to freely express your
views.
Should you have question at any time about this survey, you may contact Dr Henry Fock,
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Department of Marketing, Hong Kong Baptist University, Kowloon, Hong Kong. Tel: 3411
5202, email: hfock@hkbu.edu.hk. If you feel your rights as a participant in this research
have been violated during the course of this project, you may contact the Committee on the
Use of Human and Animal Subjects in Teaching and Research, Hong Kong Baptist University,
Kowloon, Hong Kong or by email at hasc@hkbu.edu.hk.

~~~ Welcome Your

Participation ~~~

QUESTIONNIARE
Recently, you were an investment manager in supervising a commercial property valuation project
on behalf of your company. Please keep this valuation project in your mind now, recall the service
performance of the valuation firm, and express your viewpoints by tick (Ö) at the corresponding box
– the extent to which you agree or disagree to each statement on the left column.
Note:

In the statements below, “I” or “me” was you, “my firm” was your company, “the Valuer”
was the professional who conduct the valuation service on behalf of “the valuation firm”
in providing the valuation service on your company’s commercial property.

Statement

Strongly
Disagree

My firm would suffer a lot due to the loss of the valuation
service and relationship with the valuation firm.
It would be difficult for my firm to replace the valuation
firm with another valuation service provider.
My firm developed a strong dependent relationship with
the valuation firm.
My firm made signiﬁcant investment in the relationship
between my firm and the valuation firm.
The Valuer sometimes overstated the time and efforts
needed to perform the valuation service.
The Valuer occasionally under- or over-stated facts or
information for getting more favorable service payoffs.
The Valuer provided a truthful package when negotiating
the valuation project with my firm.
The Valuer promised to do some service activities, but
sometimes that might not be actually performed.
The Valuer sometimes escalated the costs occurred while
the valuation service was in progress.
The Valuer well understood my firm’s goals and
expectation to the valuation service,
The Valuer carefully coordinated service time and actions
with me.
The Valuer closely collaborated the tasks and work
schedule of valuation service with me.
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Disagree

Slightly
Disagree

Neutral

Slightly
Agree

Agree

Strongly
Agree

The Valuer timely and regularly communicated the
activities/progress of valuation service with me.
The Valuer and I jointly worked out the valuation report
and recommendation to my firm.
The Valuer took pride in being a professional in performing
the valuation service to my firm.
The Valuer had autonomy to exercise his/her judgment in
performing the valuation service to my firm.
The Valuer followed the professional code of conduct in
performing the valuation service to my firm.
The Valuer adhered to the principle of professional ethics
in performing the valuation service to my firm.
The Valuer acted professionally in performing the valuation
service to my firm.
Strongly
Disagree

Statement

Disagree

Slightly
Disagree

Neutral

Slightly
Agree

Agree

My firm was satisfied with the report and recommendation
provided by the valuation firm.
My firm believed that the valuer and valuation firm
provided high quality professional service.
The valuation service enhanced the relationship between
my firm and the valuation firm.
My firm expected to re-engage the valuation firm’s service
in the future.
My firm would recommend the valuation firm’s service to
other firms.

Please select the proper information below about you and your firm
Related to your firm, how large was the
valuation firm in terms of market value?

5 much smaller

5 Smaller

5 Similar

5 larger

5 10 times larger

5 Giant

In the past five years, how many valuation
projects have you coordinated?

51

52–5

56–9

5 10 – 13

5 14 – 17

5 18 or more

In the past five years, how many valuation
projects have been served by the
valuation firm?

51

52–5

56–9

5 10 – 13

5 14 – 17

5 18 or more

Up to now, how long have you been in
your current position?

5 £ 1 year

5 1 to 3 years

5 4 to 6 years

5 7 to 9 years

5 10 or more years

Up to now, how long have you been
working in your current firm?

5 £ 1 year

5 1 to 3 years

5 7 to 9 years

5 10 or more years

5 4 to 6 years

Your valuation firm’s name:
The valuation project scale (s. f.):
The valuation project value (HK$):

~~~ Thank you for your kind completion, please return ~~~
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Strongly
Agree

APPENDIX B: PLS AND OLS – PRINCIPLES AND
CHARACTERISTICS
A. Partial least squares (PLS) regression
Partial least squares (PLS) regression, developed by Herman Wold (1908 – 1992), is a statistical
technique that reduces the independent variables (IVs) to a smaller set of uncorrelated components
and performs least squares regression of the components to dependent variable (DV), instead of
using the original IVs. PLS regression is especially useful when (1) IVs are highly collinear, (2)
more IVs and less observations in a sample (or small sample size), and (3) ordinary least-squares
(OLS) regression produces coefficients with high standard errors (Mateos-Aparicio, 2011; Wold,
1966, 1973, 1979).
PLS regression primarily emphases on predictive models and is used to estimate the regression
coefficients and the extent to which the DV’s variance explained. PLS uses the nonlinear iterative
partial least squares algorithm that is a technique similar to principal components analysis to
extract a set of components in IVS that maximize the correlations between the IVs and DV.
Components are selected based on how much DV’s variance explained by the IVs. If IVs are
highly correlated, or if a smaller number of components perfectly explain the DV, then the number
of components in the PLS model may be less than the number of IVs. Cross-validation is used to
identify the smaller set of components that provide the greatest predictive ability. Of course, PLS
can calculate as many components as the number of IVs, if considering all possible components,
the regression model is equivalent to the model obtained using Ordinal Least Squares (OLS)
regression (Mateos-Aparicio, 2011).
PLS has characteristics: (1) it combines features of principal components analysis and multiple
regression in a single technique; (2) as Wold (1979) afﬁrmed, PLS regression is particularly
appropriate in the prediction of causal analyses in highly complex situations with poorly developed
theoretical understanding; (3) PLS regression is more appropriate when the multi-collinearity
among the IVs, or PLS structural equation modeling (PLS-SEM)is more suitable for the multicollinearity among the constructs in the either measurement model or structural model; (4)
differing from OLS, PLS relaxes the distribution assumption for the IVs, DV, and regression
residues, it allows measurement errors in prediction, so PLS more robust to handle higher
uncertainty and abnormally distributed variables in research; (5) as it is designed, PLS “reﬂects
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the theoretical and empirical conditions of social and behavioural sciences in which we commonly
ﬁnd situations with poorly established theoretical hypotheses and scarce information” (MateosAparicio, 2011, pp. 2315; Fornell & Bookstein, 1982; Fornell & Cha, 1994); (6) PLS is an iterative
OLS regression to estimate the coefficients of a regression model (Chin, 1988; Wold, 1973).

B. OLS Regression and MLE
Ordinary least squares (OLS) and maximum likelihood estimation (MLE) are two statistical terms
related to each other. The same as PLS, OLS is also a technique for approximately determining the
unknown parameters in a linear regression model. OLS estimation is obtained by minimizing the
total of squared vertical distances between the observed responses within a sample data and the
responses predicted by the linear approximation (Aldrich, 2005; Fisher, 1922, 1925a, 1925b).
OLS provides the solution of minimizing the sum of the squares of errors in estimation. Thus, data
that best fits OLS minimize the sum of squared residuals, which is the difference between an
observed value and the fitted value provided by a regression model. the smaller the differences,
the better the model fits the data.
The outcomes of OLS regression are regression model or formula, especially in a simple linear
regression, The OLS estimator is consistent, and by the Gauss–Markov theorem, optimal in the
class of linear unbiased estimators when the errors are homoscedastic and serially uncorrelated.
Under these conditions, the method of OLS provides minimum-variance mean-unbiased
estimation when the errors have finite variances. Under the additional assumption that the errors
are normally distributed, OLS is the maximum likelihood estimation (MLE).
MLE is a method used in estimating the parameters of a statistical model, and for fitting a statistical
model to data. The MLE would set the mean and variance as parameters in determining the specific
parametric values in a given model. MLE covers a set of parameters which can be used for
predicting the parameters needed in a normal distribution. The MLE provides a unified approach.
The effective use of OLS and MLE depends on whether data can satisfy six underlying
assumptions:
OLS Assumption 1: The linear regression model is “linear in parameters.”
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When DV is a linear function of IVs and the error term, the regression is linear in parameters.

OLS Assumption 2: There is a random sampling of observations.
²

The sample data used to conduct the model analysis of linear regression must be drawn
randomly from the population.

²

The sample size taken in the population for the linear regression model should be greater
than the number of parameters to be estimated in the model. If the number of parameters
to be estimated (unknowns) are more than the number of samples, the model estimation is
impossible.

²

It should not be the case that DV impacts on IVs. This is because, in regression models,
the causal relationships between DV and IVs are not same as the correlations between the
IVs and DV.

²

The error terms are random. This makes the dependent variable random.

OLS Assumption 3: The conditional mean should be zero.
The expected value of the mean of the error terms in OLS regression should be zero given the
values of IVs. In other words, the distribution of error terms has zero mean and doesn’t depend on
the IVs. Thus, there must be no relationship between the IVs and the error term.
OLS Assumption 4: There is no multi-collinearity (or perfect collinearity).
In a simple linear regression model, there is only one IV and hence, by default, this assumption
will hold true. However, in the case of multiple linear regression model, there are more than one
IVs. The OLS assumption of no multi-collinearity says that there should be no linear relationship
between the IVs.
For example, suppose you spend your 24 hours in a day on three things – sleeping, studying, or
playing. Now, if you run a regression with dependent variable as exam score/performance and
independent variables as time spent sleeping, time spent studying, and time spent playing, then
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this assumption will not hold. Because there is perfect collinearity between the three independent
variables.
Time spent sleeping = 24 – Time spent studying – Time spent playing.
In such a situation, it is better to drop one of the three independent variables from the linear
regression model. If the relationship (correlation) between independent variables is strong (but not
exactly perfect), it still causes problems in OLS estimators. Hence, this OLS assumption says that
you should select independent variables that are not correlated with each other.
OLS Assumption 5: Spherical errors: There is homoscedasticity and no
autocorrelation.
According to this OLS assumption, the error terms in the regression should all have the same
variance. If this variance is not constant (i.e., dependent on IVs), then the linear regression model
has heteroscedastic errors and likely to give incorrect estimates. This OLS assumption of no
autocorrelation says that the error terms of different observations should not be correlated with
each other.
For example, when we have time series data (e.g., yearly data of unemployment), then the
regression is likely to suffer from autocorrelation because unemployment next year will certainly
be dependent on unemployment this year. Hence, error terms in different observations will surely
be correlated with each other.
In simple terms, this OLS assumption means that the error terms should be independent and
identically Distributed.
OLS Assumption 6: Error terms should be normally distributed.
This assumption states that the errors are normally distributed, conditional upon the IVs. This OLS
assumption is not required for the validity of OLS method; however, it becomes important when
one needs to define some additional finite-sample properties. Note that only the error terms need
to be normally distributed. The dependent variable Y need not be normally distributed.

C. Use of OLS Assumptions
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OLS assumptions are extremely important. If the OLS assumptions 1 to 5 hold, then according to
Gauss-Markov Theorem, OLS estimator is Best Linear Unbiased Estimator (BLUE). These are
desirable properties of OLS estimators. What happens when they fail and how can you look out
for potential errors when assumptions are not outlined.
1.

The Assumption of Linearity (OLS Assumption 1) – If you fit a linear model to a data that is
non-linearly related, the model will be incorrect and hence unreliable. When you use the
model for extrapolation, you are likely to get erroneous results. Hence, you should always
plot a graph of observed predicted values. If this graph is symmetrically distributed along the
45-degree line, then you can be sure that the linearity assumption holds. If linearity
assumptions don’t hold, then you need to change the functional form of the regression, which
can be done by taking non-linear transformations of IVs (i.e., you can take logX instead
of X as your IV) and then check for linearity.

2.

The Assumption of Homoscedasticity (OLS Assumption 5) – If errors are heteroscedastic
(i.e., OLS assumption is violated), then it will be difficult to trust the standard errors of the
OLS estimates. Hence, the confidence intervals will be either too narrow or too wide. Also,
violation of this assumption tends to give too much weight on some portion (subsection) of
the data. Hence, it is important to fix this if error variances are not constant. You can easily
check if error variances are constant or not. Examine the plot of residuals predicted
values or residuals vs. time (for time series models). Typically, if the data set is large, then
errors are more or less homoscedastic. If your data set is small, check for this assumption.

3.

The Assumption of Independence/No Autocorrelation (OLS Assumption 5) – As discussed
previously, this assumption is most likely to be violated in time series regression models and,
hence, intuition says that there is no need to investigate it. However, you can still check for
autocorrelation by viewing the residual time series plot. If autocorrelation is present in the
model, you can try taking lags of independent variables to correct for the trend component. If
you do not correct for autocorrelation, then OLS estimates won’t be BLUE, and they won’t
be reliable enough. The Assumption of Normality of Errors (OLS Assumption 6) – If error
terms are not normal, then the standard errors of OLS estimates won’t be reliable, which
means the confidence intervals would be too wide or narrow. Also, OLS estimators won’t
have the desirable BLUE property. A normal probability plot or a normal quantile plot can be
used to check if the error terms are normally distributed or not. A bow-shaped deviated pattern
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in these plots reveals that the errors are not normally distributed. Sometimes errors are not
normal because the linearity assumption is not holding. So, it is worthwhile to check for
linearity assumption again if this assumption fails.
4.

Assumption of No Multicollinearity (OLS assumption 4) – You can check for
multicollinearity by making a correlation matrix (though there are other complex ways of
checking them like Variance Inflation Factor, etc.). Almost a sure indication of the presence
of multi-collinearity is when you get opposite (unexpected) signs for your regression
coefficients (e. if you expect that the independent variable positively impacts your dependent
variable, but you get a negative sign of the coefficient from the regression model). It is highly
likely that the regression suffers from multi-collinearity. If the variable is not that important
intuitively, then dropping that variable or any of the correlated variables can fix the problem.

5.

OLS assumptions 1, 2, and 4 are necessary for the setup of the OLS problem and its derivation.
Random sampling, observations being greater than the number of parameters, and regression
being linear in parameters are all part of the setup of OLS regression. The assumption of no
perfect collinearity allows one to solve for first order conditions in the derivation of OLS
estimates.

D. Conclusion
Linear regression models are extremely useful and have a wide range of applications. When a
researcher uses them, be careful that all the assumptions of OLS regression are satisfied while
doing econometrics test so that efforts don’t go wasted. These assumptions are extremely
important, and one cannot just neglect them. Having said that, many times these OLS assumptions
will be violated. However, that should not stop you from conducting your econometric test. Rather,
when the assumption is violated, applying the correct fixes and then running the linear regression
model should be the way out for a reliable econometric test.
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APPENDIX C: DISTRIBUTION OF VARIABLES FOR SERVICE
PERFORMANCE (SP)

One of the fundamental statistical analyses is to characterize the location and variability of a data
set. A characterization of the data includes skewness and kurtosis.
Skewness is a measure of symmetry, or more precisely, the lack of symmetry. A normal distribution
is symmetric if it looks the same to the left and right of the mean point (George& & Mallery, 2010;
Gravetter & Wallnau, 2014).
Kurtosis is a measure of whether the data are heavy-tailed or light-tailed relative to a normal
distribution. That is, data sets with high kurtosis tend to have heavy tails, or outliers. Data sets with
low kurtosis tend to have light tails, or lack of outliers (George& & Mallery, 2010; Gravetter &
Wallnau, 2014).
The skewness for a normal distribution is zero, and any symmetric data should have a skewness
near zero. Negative values for the skewness indicate data that are skewed left and positive values
for the skewness indicate data that are skewed right. By skewed left, we mean that the left tail is
long relative to the right tail. Similarly, skewed right means that the right tail is long relative to the
left tail. If the data are multi-modal, then this may affect the sign of the skewness.
Descriptive statistics of observable variables for the construct of service
performance
N

Valid

SP1
260

SP2
260

SP3
260
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SP4
260

SP5
260

Missing

0

0

0

0

0

Mean

5.8077

5.5808

4.9462

5.3385

5.4615

Std. Error of Mean

.02449

.04955

.07485

.04878

.05512

Median

6.0000

6.0000

5.0000

6.0000

6.0000

Std. Deviation

.39487

.79890

1.20688

.78651

.88883

Variance

.156

.638

1.457

.619

.790

Skewness

-1.571

-.473

-1.012

-.678

-1.047

Std. Error of Skewness

.151

.151

.151

.151

.151

Kurtosis

.470

-.273

.290

-1.060

-.912

Std. Error of Kurtosis

.301

.301

.301

.301

.301

Minimum

5.00

4.00

2.00

4.00

4.00

Maximum

6.00

7.00

6.00

6.00

6.00
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APPENDIX D: MODELS IN PLS-SEM ANALYSIS
In the following pages, I provide the graphical outcomes of the statistical analysis. Each model has
a brief title to explain what proposed impacts are examined. Abbreviations are used to present the
constructs and hypothetical relationship (path) in the models.
Summary of Models and Analysis Outcomes
Model

Page No:

Type

Examination and findings

1

193

Model of power impacts

Three significant relationships:
NONMEDPOW Þ CO; CO Þ OP, OP Þ
SP

2

195

Model of power and the
direct DA impacts

DA has significant effects on both CO and
OP

3

196

Model of power and the DA
moderation effect

DA has significant and negative
moderation effect on the path
NONMEDPOW Þ CO

4

197

Model of power and the DA
moderation effect

DA has NO significant moderation effect
on the path NEDPOW Þ OP

5

198

Model of power, DA, and the
moderation effect of
professionalism on CO Þ SP

Professionalism has significant and
positive moderation effects on the path CO
Þ SP

6

199

Model of power, DA, and the
moderation effect of
professionalism on OP Þ SP

Professionalism has significant and
negative moderation effects on the path CO
Þ SP

In each of the models below, the sample size n = 260. The first two diagrams indicate the t values
of relationship coefficients among constructs and the t-values of loadings of first-order constructs
on their second-order constructs, as well as the loadings of observable variables on their own
constructs. While the second two diagrams in each model is the coefficients and loading
corresponding to the t-values in the first diagram. The models are examined related to the proposed
research model.
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Model 1. The structure model without the effects of DA and PM

In Model 1 below, CO and OP have been mediators to transfer the impacts of power factors on OP
and SP. The significance paths (path t-values for coefficients are greater than 2.0) are: Nonmediated power (NONMEDPOW) Þ Cooperation (CO); (2) CO Þ OP, and (3) OP Þ service
performance (SP). Thus, Hypotheses on these paths are significantly supported. Other paths
191

(MEDPOW Þ OP and CO Þ SP) are not supported.
All observable variables’ loadings are significant (> 0.70). Mediated Power (MEDPOW) and NonMediated Power (NONMEDPOW) are second-order constructs, MEDPOW has the first-order
constructs of Coercive Power (COPOW) and Reward Power (RWPOW), NONMEDPOW has the
first-order constructs of Expert Power (EXPOW) and Reference Power (REPOW), as indicated
above, all first-order constructs are significant (factor loadings > 0.70). Two control variables –
the valuation firms’ size and the number of qualified valuers in a valuation firm, have a significant
impact on the valuation firms’ service performance.

192

Model 2. Analysis of DA and Power impacts

193

Model 3. Analysis of DA moderation effect on the path NONMEDPOW – CO

194

Model 4. Analysis of DA moderation effect on the path MEDPOW – OP

The outcomes from Model 3 indicate that DA is a significant moderator on the relationship
NONMEDPOW Þ CO, and Model 4 indicates that DA has no significant moderation effect on
MEDPOW Þ OP.

195

Model 5: Analysis of moderation effect of Professionalism on the path CO – SP

Due to space limitation, the loadings of observable variables in the diagrams above and below are
hid except the variables for PM loadings and paths.

196

Model 6: Analysis of moderation effect of Professionalism on the path OP – SP

The outcomes of Models 4 and 5 indicate that PM significantly and positively moderates the
relationships CO Þ SP and negatively moderates OP Þ SP, but PM does not directly impact on
SP.
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