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Abstract
Purpose – The paper aims to explain how agency theory can be used to inform our
understanding of the dynamics surrounding supply chain behaviours and relationships.
Design/methodology/approach – A structured review of the literature using a three-stage
refinement process is used. The articles were sourced through online databases and keyword
classifications, such as “agency theory”, “principal-agent relationships” and “supply chain
management”. The search initially identified over 86 articles. After further screening these
were reduced to 19 for final assessment and comparison.
Findings – Despite agency theory's prevailing descriptive and predictive qualities there is
scarcity in its application to the SCM discipline. The authors posit that agency theory
provides valuable insights for relationship engineering within supply chains where social,
political, legal and behavioural dynamics dominate.
Practical implications – It is a critical task for managers to understand and mitigate
abnormal behaviours across the supply chain. Agency theory serves this need by providing
them with a useful tool to respond to transaction cost dilemmas through contractual and noncontractual remedies.
Originality/value – This is one of the first studies that examines the current state of agency
theory application in the SCM literature and suggests potential avenues for future research.
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1. Introduction
During the last four decades, agency theory has been widely used across a variety of
disciplines, but little work has been undertaken with regard to how agency theory might be
used to explain relations between organisations within the supply chain (SC). Agency theory
is relevant for the situations wherein one party (the principal) delegates authority – in terms
of control and decision-making about certain tasks – to another party (the agent) (Eisenhardt,
1989; Mitnick, 1973; Ross, 1973). Seminal contributions made by scholars such as Ross
(1973, 1979), Mitnick (1973, 1975), Jensen and Meckling (1976) and Eisenhardt (1989) have
substantially improved our understanding about how agency theory informs economic
relations (Stock, 1997). Other scholars have employed agency theory to explain relations in
different disciplines such as economics and finance (e.g. Sappington, 1991), information
systems (e.g. Mahaney and Lederer, 2003), and management (e.g. Eisenhardt, 1985;
Eisenhardt, 1988). More recently, supply chain management (SCM) scholars have shown
growing interest in using agency theory to understand how participants within the SC manage
risks, align incentives and forge relationships (see, for example, Halldórsson and SkjottLarsen, 2006; Ritchie et al., 2008; Norrman, 2008; Shook et al., 2009). However, these
works, which were largely inspired by Stock's (1997) suggestion on the application of agency
theory in logistics, have only partially contributed to our understanding of SC relationships.
A dearth of SCM studies employing agency theory runs counter to the prevailing value that
its descriptive and predictive qualities appear to offer in terms of it representing “[…] a
natural fit with supply chain management research” (Ketchen and Hult, 2007a, p. 576). To
date there is no comprehensive review and examination concerning how agency theory has
been used to explain relationship development within supply chains. This study aims to take a
step forward in addressing this recognised gap in the SC literature by answering the following
question:
How can agency theory be used to inform our understanding of the dynamics surrounding supply chain
behaviours and relationships?

In order to answer this question a structured literature review has been completed by using
online databases and keyword classifications, such as, agency theory, agency relationships,
principal-agent relationships, incentive systems, supply chain management, and risk
management. The search initially identified in excess of 86 articles that were published
between 1973 (the start date is from Ross's and Mitnick's original contributions in 1973)[1]
and 2011. After further analysis using keyword classifications (see section 4) the number of
available articles relevant to this study was reduced to 19.
The authors provide an explanation of agency theory, in terms of its branches and associated
models and frameworks, in the next section. This is followed by a brief discussion on the
methodology adopted for the study. Within the analysis section, SCM applications of agency
theory have been explained and industry and methodology themes identified. How agency
theory can be used to explore supply chain behaviour is reviewed within the discussion
section. This is complemented by a brief explanation concerning the limitations of the theory.
Included in the final section of the paper are concluding remarks, implications for
management and opportunities for further research.

2. Agency theory
2.1 A dichotomous view
From a management perspective, the evolution of agency theory can be dated to the 1960s
and 1970s (Eisenhardt, 1989). Nevertheless, its origins can be found in the works on
economic risk analysis where it began by addressing a common problem in organisations,
individual-group goal incongruence and its impact on risk-sharing behaviour (e.g. Arrow,
1985; Wilson, 1968, cited in Eisenhardt, 1989). This is reflected in the theory's recognition of
the broader agency problems as entailing a portfolio of issues that need to be managed under
conditions of uncertainty. Agency theory, in its modern form, largely originates from the
work of Mitnick (1973) and Ross (1973), and embraces the areas of political science and
economics, which broadens its application beyond simple contract relations. Following
Mitnick's (1973) and Ross's (1973) lead, agency theory was subsequently adapted and used in
a variety of other disciplines such as sociology (by Shapiro, 1987), management (by
Eisenhardt, 1989) and in work involving the theory of the firm (by Jensen and Meckling,
1976).
In agency relationships, one party (the principal) delegates work to another party (the agent)
(Jensen and Meckling, 1976; Ross, 1973; Eisenhardt, 1989). When the agent is acting for the
principal it resembles behaviours such as performing for the benefit of the principal or acting
as the principal's representative or employee (Mitnick, 1973). As Eisenhardt (1989, p. 58)
points out, while the profit maximisation approach and self-interest persists, “[…] the focus
of agency theory [centres] on determining the most efficient contract governing the principalagent relationship […]”. The notion of the contract is used here as a metaphor to describe the
agency relationships (Jensen and Meckling, 1976) and it is designed based on the outcome
(e.g. commissions) or behaviour (e.g. salaries) of the agent (Eisenhardt, 1989). In agency
relationships, typically, the principal will seek to minimise the agency costs, such as,
specifying, rewarding and monitoring, and policing the agent's behaviour, while the agent
works towards maximising rewards and reducing principal control (Fleisher, 1991). Efficient
management of agency problems such as information acquisition (or communication),
preference mismatch (or conflict of interest), effort (or moral hazard) and capability (or
adverse selection), mainly associated with the agent (Fleisher, 1991), is also imperative to
any principal-agent relationship.
Developments in agency theory are largely based on two important streams of inquiry,
namely, principal-agent research and positivist agency theory. The classical approach to
understanding agency theory has historically followed the principal-agent relationships route,
which assumes that the principal and agent will attempt to maximise their positions through
individual interpretation of the contract, as highlighted earlier. The principal-agent research
owes much of its development to the work of economists, who have used self-interest,
bounded rationality and agent risk aversion as the principal determinants for mathematically
modelling relationship building (Eisenhardt, 1989). This work has also been influential in
development of the normative account of the agency theory (i.e. design of optimal contractbased incentives to align principal and agent interests). The latter approach (i.e. positivist
agency theory) has contributed to our understanding of real world behaviours in terms of
agency logic (descriptive agency theory) (Mitnick, 2006). According to Mitnick (2006), both
approaches are helpful in assisting researchers and managers to grasp the complexity of
agency theory and its attributes. However, the mathematical and non-empirical orientation of
the principal-agent research, along with its lack of real world application (Jensen, 1983), have

been the primary causes of this stream of research stagnating academically, particularly in
organisational research.
Positivist agency theory (PAT) has largely evolved in order to overcome many of the
shortcomings found in principal-agent research, in particular, the issue of complexity
surrounding real world relationship dilemmas (Eisenhardt, 1989). PAT seeks to synthesise
political science, expert agency, the law of agency and sociology into a single framework,
which in turn attempts to explain how relationships in business and government develop, and
offers suggestions as to how they might be managed more effectively (Shapiro, 2005). PAT
also provides a useful framework for explaining how problems surrounding the issue of the
separation of control (for example, agents acting independently) from ownership (the
principal's desire to manage and maximise their resources, see Berle and Means, 1932) can be
minimised (Fama and Jensen, 1983; Nilakant and Rao, 1994; Halldórsson and Skjott-Larsen,
2006). PAT is thus useful for explaining non-rational behaviour of agents (and principals)
when, for instance, an expert agent might be unwilling to share sensitive information with its
principal because of lack of trust which underpins SC relationships.
2.2 Hidden information/action model
Two important challenges in agency relationships are misrepresentation of ability (adverse
selection) and lack of effort (moral hazard), both of which are attributed to the agent.
Focusing on these, hidden information and hidden action models, respectively, have been
specifically developed to assist in designing an appropriate contract (Arrow, 1985; Bergen et
al., 1992). These models work on the assumption that principals are aware of the nature of
the task and the capabilities required (by the agent) to successfully accomplish that task
(Bergen et al., 1992). Hidden information models focus on the problem of agent selection,
specifically, the potential for falsification of skills and abilities of the agent (either at the time
of hiring or during the activity). According to Holmstrom and Milgrom (1987), the main
benefit of hidden information models is that they can assist in designing a contract which can
be used to motivate the agent to take appropriate observable action, for example, a
requirement for periodic reports on the condition of a rented asset to inform the owner about
any faults. Furthermore, hidden information models focus on making agent capabilities
explicit through the use of various management processes, such as, screening (e.g. personal
interview), signalling (e.g. agents' signal on their capabilities) or providing opportunities for
self-selection (e.g. training programmes for new recruits) (Bergen et al., 1992).
In situations where an agent's action is difficult to observe (largely due to the complex nature
of the task), the principal is exposed to a heightened risk of opportunism by its agent. In
essence, there is an opportunity for the agent to both evade control and misrepresent its
capabilities (Bergen et al., 1992). Hidden action models deal with the design of the contract,
which can be used to mitigate the moral hazard problem and motivate the agent to take
appropriate action (Holmstrom and Milgrom, 1987). According to Bergen et al. (1992),
principals are assumed to be risk-neutral whereas agents are typically risk-averse, which they
believe is a mistake because of the fundamental differences in risk calculation strategies. The
rationale underpinning this approach is that because principals have more power to diversify
their investments, agents are highly dependent on the principal and are less likely to engage
in inappropriate behaviour (Eisenhardt, 1989; Bergen et al., 1992). This assumes that
capabilities and contractual power exist in a uniform manner across relationships, and that
agent choice is limited. Evidence suggests, however, that agents are often prepared to accept
greater risks, precisely because power and choice options do not exist as constants, and are

often prone to dramatic change as industrial sectors and economies evolve (see, for example,
Basov and Bardsley, 2005; Holmstrom and Milgrom, 1987). These arguments serve to raise
questions about the extent to which the principal-agent relationship might be conditioned by
factors other than contractual obligations and limited capability risk assessments (Eisenhardt,
1989). This becomes increasingly important when applied to supply chain operations, where
factors relating to knowledge, commitment and trust often outweigh contractual relationships
(O'Loughlin and Clements, 2007).
3. SCM theory and practice
Many SCM researchers have highlighted the need for greater practical application of
organisational theories (see, for example, Shook et al., 2009; Stock, 1997; Ketchen and Hult,
2007b; Halldórsson et al., 2007; Ketchen and Hult, 2007a), and in doing so have recognised
organisational theory's pivotal role in explaining, describing, and predicting complex
organisational behaviours (Flynn et al., 1990). These researchers have also been instrumental
in identifying the significant bias towards transaction-cost economics (TCE) in the literature
(Burgess et al., 2006). TCE argues that during any economic exchange, the cost of the
product or service should also include all hidden costs (Williamson, 1981, 2002). For
example, when establishing a relationship between a buyer and supplier, hidden costs might
include time spent on developing the relationship, the drawing up of contracts by a lawyer, or
travel between various locations. The explicit focus for TCE is the reduction of transaction
exposure by accounting for all organisational costs (i.e. transaction and production costs)
(Williamson, 2002). Alternatively, SC relationships are often intangible and TCE does not
provide a sufficient explanation of social, political, legal and behavioural dynamics. TCE
exclusively translates the many trade-offs within a make or buy decision into cost, which
mainly implies tangibility.
Consequently, a fundamental problem with TCE is that it makes assumptions about how
relationships are structured and the ensuing forms of leverage that develop. It is the authors'
contention that TCE overlooks two key considerations; the first involves contractual
obligations and the way in which transaction costs are often dissipated throughout the SC.
The second problem centres on the locus of control within SCs and, in particular, how often
minor players are able to exert considerable leverage through structural manipulation. For
example, it has been widely noted that within some of the “[…] best value supply chains
[…]” issues such as time, quality, risk and flexibility can be easily manipulated by second tier
agents (Ketchen and Hult, 2007a, p. 573). Arguably, shortcomings of TCE with respect to
explaining SC relationship dynamics can be largely offset through the application of agency
theory. Essentially, the authors posit that agency theory provides a mechanism that may be
used to explain how players (both independently and as a collective) within the SC respond to
transaction cost dilemmas where rational and non-rational behaviour occurs (Ketchen and
Hult, 2007a). In addition, Stock (1997) posits that agency theory may also assist managers in
understanding SC behaviour by focusing attention on the following issues:





the development of inter- and intra-organisational relationships;
the maintenance of complex relationships between suppliers and customers (e.g.
vendors and third-party logistics providers);
the dynamics of risk sharing, capital outlay, power and conflict between channel
intermediaries; and
identifying the costs and benefits of SC integration.

In spite of its recognised explanatory power, within the SCM literature only a limited number
of studies have used agency theory as their primary theoretical foundation, as listed in Table
I. There have been arguments outside the SCM research that combined application of TCE
and agency theory can be more promising (e.g. Williamson, 1988). Conversely, concerns
have also been shown in treating them as complementary theories (e.g. Krafft et al., 2004).
This debate while important is out of scope of this paper. Further deliberation on the
significance of agency theory and how it can be used within SCM is presented in the analysis
and discussion sections of this paper. Prior to that the methodology used for this paper is
explained next.
4. Research methodology
4.1 Selection of articles
The methodology used in this study is documentary research using electronic databases and
data reduction procedures to collect information about a specific phenomenon (Platt, 1981),
in this case, agency theory and its application to the SCM. Following similar review studies
(see, for example, Burgess et al., 2006; Giunipero et al., 2008; Vanany et al., 2009), the
authors have designed a structured process for selection of the appropriate literature. The
strategy employed seeks to identify the relevant information through coded reviews and was
undertaken as a separate process (to the references used throughout this paper) in order to
identify the required articles. The literature survey has been undertaken using online
databases, such as, Emerald, ScienceDirect, Inderscience and ABI/Inform Global Proquest. In
this regard, a three-stage refinement process using data reduction procedures (e.g. keywords,
title, abstract and conclusion) has been utilised.
In the first stage codification of keywords and sentence strings, such as agency theory,
agency relationships, principal-agent relationships, incentive systems, supply chain
management, and risk management were used to facilitate the search. Results obtained
through each database (using different combinations of the keywords) were then crosscompared, compiled and checked for possible duplications. This yielded 86 articles published
between 1973 and 2011. This stage was limited to refereed journal articles to ensure the
quality of the documents and that they had gone through a strict review process.
Title and keywords of the identified articles were screened in the second stage. If the authors
were unsure about the suitability and relevance of particular articles they were included in the
sample as a precautionary measure. A total of 54 articles (out of initial 86) were selected
through this process. After a further round of coding 19 articles (out of 54) published between
1996 and 2011 in various journals (see Figure 1) were identified. This third stage was
accomplished after reviewing the abstract and conclusion of all 54 articles.
To ensure that most of the specific SCM articles which employed agency theory were
selected the authors also checked the full bibliography list of the final 19 papers. While no
journal article was found to be missing from the results a few number of conference and
working papers (see Appendix) were identified. These have been used in the general
discussion part of the paper but not included in the main analysis, as the authors could not be
certain of each paper's credentials and whether a peer review process had been undertaken.
The inclusion criteria used in stage three centred on whether SCM (and related aspects such
as procurement, manufacturing and logistics) and agency theory applications discussed
within the abstract and/or conclusion of the respective article (for example, articles by Ritchie

and Brindley, 2007; Narayanan and Raman, 2004, were discarded). Stages 1-3 were
performed manually and a spreadsheet database was built with a search and check function to
ensure criteria compliance was met.
4.2 Review process
To aid the content analysis, an instrument for collecting the main facts within each of the 19
articles was also designed. These facts included, but were not limited to, author(s), area,
industry, methodology, independent/dependent variables and objective (see Table I). This
information was then used to identify the main themes for agency theory and SCM research,
discuss the findings and finally draw the conclusions.
5. Analysis
5.1 SCM agency theory applications
From the analysis conducted, a number of important research issues and themes were
identified. Table I shows the content analysis framework that was also used to elicit relevant
information from each of the 19 specific SCM papers. This section presents a crosscomparison of this information across broader themes, such as, level and context of
application and relationship factors (i.e. relations, information, risk and objectives).
The analysis showed that agency theory has been used across various areas (e.g. procurement,
manufacturing and logistics) relating to SCM. What is evident from Table I is that, positivist
agency theory (PAT) plays a dominant role in SCM research. This is clearly an indicator of
PAT's utility for SC investigations. Moreover, the identified pattern follows the idea which
views PAT as being more accessible to organisational researchers mainly due to its nonmathematical, real-world oriented nature (Jensen, 1983). Table I also shows that the majority
of SCM studies using agency theory are concerned with general buyer-supplier (principalagent) relationships. This approach is in line with historical applications of agency theory
within other disciplines, and can be broadly classified as intra- (e.g. employer-employee) and
inter-organisational (e.g. supplier-retailer) categories. However, as supply chains often
consist of multiple actors, by adopting a parsimonious approach to SC relationships, many
researchers have tended to overlook some of the more important dynamics taking place
within the SC. In order to counter this weakness, scholars have attempted to address it by
discussing SC agency relationships in the form of triadic and tetradic relationships (see
Agrell and Norrman, 2004; Agrell et al., 2004; Cheng and Kam, 2008; Hornibrook, 2007).
These intricate network perspectives are instrumental in helping managers and researchers
understand the realities of SC behaviour, as they illustrate just how complex SCs can be,
particularly where there are multiple principals and agents (Wilding, 1998; Choi and Krause,
2006; Surana et al., 2005).
The SCM literature that does use agency theory has focused on Eisenhardt's (1989, p. 70)
conceptualisation of “theory-relevant contexts”; specifically when:



there is substantial goal conflict between principals and agents (e.g. suppliers and
buyers);
there is sufficient outcome uncertainty to trigger the risk (e.g. new product
development); and



evaluation of behaviours is difficult (e.g. high-tech intensive agents) (see, for
example, Simatupang and Sridharan, 2002; Morgan et al., 2007; Whipple and Roh,
2010).

Zsidisin and Ellram (2003) have pointed towards a greater tendency amongst purchasing
organisations to mitigate risks by deliberately manipulating a supplier's behaviour to achieve
greater compliance (e.g. supplier development, certification and co-developing of target
costing), rather than managing agent activity through the implementation of buffers (e.g.
safety stock and multiple sourcing). Zsidisin et al. (2004, p. 399) note that “[e]ach of the
agency theory variables may have an influence on the extent to which purchasing
organizations need to assess supply risk”. For example, Zsidisin and Smith (2005) show how
in the aerospace industry, compliance strategies (such as early supplier involvement) have not
only been used as a means of gathering information about behaviours of suppliers in order to
mitigate risks and strengthen the principal and agent relationship, but also to lock suppliers
into the SC.
Norrman (2008) extended Zsidisin and Smith's (2005) work by examining how Agilent and
Hewlett Packard have implemented supplier buffers, and concluded that agency relationships
are likely to be more effective if both contractual and relational concerns are factored into
relationship structures. Norrman (2008) further identified that problems associated with a
shift in organisational culture are most likely to be the major barriers toward successful
implementation of risk sharing contracts. Underpinning the cultural shift was also a problem
of trust and how this either impinges on, or exacerbates, the risk-taking attitudes and
activities of the agents. Norrman (2008) goes on to raise questions about whether contract
incentivisation and reward strategies are sufficient to produce more compliant agent
behaviour within the supply chain, and instil a greater sense of what is identified as purchased
trust, where risk and reward appear to be equally balanced. Focusing on incentives and goals
for mitigating the risk of agent opportunism, Hornibrook (2007) has suggested that there is a
need to distinguish between short-term financial and long-term social incentives, as well as
understanding how shared and independent goals might impact potential opportunism.
Evidence suggests that both principals and agents might be inclined to moderate opportunistic
behaviour where the trade-off between financial and social incentives is more clearly defined
(O'Loughlin and Clements, 2007).
Tiered SC networks are explored by Cheng and Kam (2008), who have proposed a
conceptual framework for the analysis of risk in alternative network structures – ranging from
the classical single agent and single principal through to the highly complex, tiered, multiple
agent and multiple principal relationships. Cheng and Kam (2008) use agency theory to
predict how participants respond to risks, which are outside of their control. They concluded
that network collaboration is largely contingent upon the structure of the network, the
functional role of each collaborator and, in particular, how principals and agents structure
agreements, organise incentives, embrace trust and commitment, visualise short- and longterm opportunities. Agency theory hence can offer the opportunity to understand the
contextual factors and their implication for managing network collaboration (Danese, 2011).
In addition, how supply performance is assessed needs to be taken into consideration,
especially in tiered-multiple SC networks (see also Ritchie et al., 2008).
Table II maps out the 19 papers used in the analysis along the both research themes discussed
earlier (i.e. level/context of application and relationship factors). The numbers shown in
Table II correspond to the numbers assigned to each paper within Table I. The four

relationship factors have been extended in order to accommodate the eight relationship
variables that are mostly discussed within the literature (see, for example, Clements and
Wilson, 2009; Fawcett et al., 2008; Lambert et al., 1996; Min et al., 2005; Simatupang and
Sridharan, 2005). Partial and full gaps have also been shown using differen colours.
It is important to note that relationship variables, such as, information sharing and incentive
alignment, which are often considered as the foundations of the agency theory, have been
extensively researched. Conflict resolution and goal congruence between SC participants
have also been investigated with the aim of paving the way towards a more synchronised SC.
Extending the conflict dynamic further, understanding how trust evolves in the SC has
become a central focus for many researchers as it holds the key to how relationships are
managed and maintained within the SC.
While Table II provides a more comprehensive view of agency theory's current status within
the discipline it also identifies gaps within the research. For example, as the level of
application ascends (from dyadic to tetradic) the number of articles investigating the
identified relationship variables descends. This indicates an obvious gap in the literature
which might limit management's understanding of the challenges and choices within complex
SCs where an actor's behaviour is prone to uncertainty. In addition, the authors analysis
identified that little research has been undertaken involving agency theory and its
implications for effective supply chain communications.
5.2 Industries and methodologies used
As mentioned in the research methodology section, 19 articles were reviewed which have
been summarised using a number of categories, such as, industry, methods used, and purpose
of theory. The findings show that in SCM, investigations have taken place across a wide
range of industry sectors, from electronics, manufacturing, and telecommunication to hightech, aerospace, food, and groceries (see Table I). The broad spectrum of industry application
highlights the utility of agency theory for use within different industrial settings.
The majority of research that uses agency theory to explain relationships in the SC is
empirical (approximately 73 per cent) (see Table I and Figure 2). The literature also
highlights a number of important conceptual frameworks (see, for example, McMillan, 1990;
Logan, 2000; McCue and Prier, 2008; Shook et al., 2009). The small number of SC papers
that use agency theory to assist with modelling (see Figure 2) might be attributed to the fact
that the discipline largely sees itself as practitioner driven, and that SCs have historically
been conceived of as dynamic entities that cannot be easily modelled (Agrell and Norrman,
2004). It is also important to note that the literature review revealed a gap in understanding of
the relationship that exists between SC and agency theory.
SCM has sought legitimacy through a variety of different disciplines, such as, third-party
logistics as well as process-driven management methods and techniques, which are largely
based on pragmatism (Golicic et al., 2005). Conversely, agency theory has adopted a more
populist following, centring on organisational sensitivity and inductive reasoning (Heracleous
and Lan, 2011). While not polar opposites, their differing epistemologies do present a
challenge for researchers, who wish to explain relationship behaviour in supply chains. This
does not invalidate their utility, far from it, but it does provide one possible explanation for
the paucity of research.

6. Discussion of the findings
In addition to the findings obtained through the analysis, the extant body of knowledge
around agency theory has been used to augment, support and critique (where deemed
appropriate) the identified SCM agency theory applications. Analysis of SCM agency theory
applications shows that agency theory provides a useful basis for understanding the diverse
range of relationship activities within SCM (Agrell et al., 2004; Norrman, 2008; Agrell and
Norrman, 2004). Based on the literature, mutual information, risk and reward sharing
(Cooper et al., 1997; Lee and Whang, 2000), integrated relations and processes (Cooper et
al., 1997; Bowersox and Closs, 1996; Clements and Wilson, 2009), goal congruence across
the chain (La Londe and Masters, 1994), and establishment and maintenance of long-term
business relationships (Cousins, 2002) are areas where agency theory has proved most useful.
Therefore:
P1. Agency theory can be used to inform contractual responses to outcome/behaviour
uncertainty of agents (or principals) within the SC relationships.
The authors' review of the specific SCM articles which used positivist agency theory (PAT)
reveals its usefulness as a tool to understand, diagnose and mitigate abnormal behaviours
within the SC relationships – from both a reactive and proactive perspective. This however
should not be interpreted as trivializing principal-agent research and its application within the
SC. Agency theory identifies behavioural change by SC actors and sheds light on activities
involving principal and agent, self-interest, risk aversion, lack of trust, goal conflict and
imperfect policy implementation (Simatupang and Sridharan, 2002). More importantly, it
identifies how contractual responses might attenuate the tensions through, for example,
information sharing, incentive alignment, and behaviour/outcome-based coordination
(Knoppen and Christiaanse, 2007). Accordingly:
P2. PAT provides a holistic view of the potential causes of (and remedies for) the abnormal
behaviour of agents (or principals) within the SC relationships.
The central tenets of agency theory have been used to partially show that where zones of
tolerance (Wilson, 2006) and relationship elasticity (Zomorrodi and Fayezi, 2011) dominate
supply chain relationship development, behavioural abnormalities are less likely to occur
because the principal-agent relationship is more clearly defined. Why is this useful? In short,
it is because agency theory is able to deal with some of the more complex elements of SC
relationship intangibility, as well as co-exist with the more pragmatic approaches associated
with complicated networks. Consequently:
P3. PAT extends views centred on task and transaction by attending to specific attributes of
agents (or principals) operating within the SC.
The three propositions discussed above refer to the potential ways that agency theory may be
employed to understand and control behaviour across SC relationships. From the analysis it
was found that information sharing and incentivisation have received considerable attention
in agency theory-based explanations of relationship/behaviour-contract alignment. More
importantly, communication as an aspect of relationship development within the SC has
received less attention by scholars. This is in contrast to the potential influence of interorganisational communication on the mitigation of behavioural uncertainty across the SC. It

is therefore suggested that more work needs to be undertaken in this area to fully understand
how agency theory might better explain SC relationships and behaviours.
In light of the above discussion, in order for researchers to effectively employ agency theory
in their SC investigations, some important points need to be further considered. First, many
authors have reduced SC interactions to a simple dyadic relationship (e.g. Zsidisin and
Ellram, 2003; Whipple and Roh, 2010). Part of the problem stems from the fact that some
SCs are now so complicated that to be modelled efficiently requires many years' work; see
the F-35's Global Supply Chain, which has over 1,300 suppliers from nine countries and 48
US states. It is also regarded as the most expensive and complex project in US defence
history (Levinson, 2011). Nevertheless, an argument that is also widely used in the literature
is that whatever happens in single relationships needs only to be multiplied in order to
understand the whole of the SC. As O'Loughlin and Clements (2007) have pointed out, this
reduces SCs to a very simplistic level of sophistication. Furthermore, within the literature,
researchers have tended to approach these relationships as being almost linear by design, and
have promoted the principal's viewpoint as being that of the dominant partner (see, for
example, McMillan, 1990; Lassar and Kerr, 1996; Zsidisin et al., 2004). Conversely,
evidence suggests that in many SCs dominance depends on channel primacy, and not whether
an organisation acts as principal or agent (O'Loughlin and Clements, 2007).
6.1 What are the limitations for agency theory in SCM research?
Whilst not invalidating the agency theory's value in terms of explaining SC relationship
behaviour, the limitations of this theory need to be acknowledged. For example, an overemphasis towards economic drivers has become an important area of weakness in agency
theory use (Heracleous and Lan, 2011). This is in part an historical legacy, and also occurs
because many SCs have traditionally been conceptualised as economic exchange
mechanisms, rather than being comprised of complex social and economic relationships
(Bergen et al., 1992; Hirsch et al., 1987). Further within SCM research, the so-called
“economist blinders” (Shapiro, 2005, p. 268) act to limit the explanatory power of agency
theory by directly obscuring it from an organisation's behaviour, which is both complex and
not easily reduced to numbers.
Agency theory's view of the flawless principal and imperfect agent relationship is also
questionable. As Perrow (1986) has commented, agency problems (i.e. adverse selection,
moral hazard) are not restricted solely to the agency side of the relationship, but also exist on
the principal side. This becomes vital within the context of SCM as the inter-dependency that
makes up the SC means that principals and agents often swap roles. Figure 3 illustrates how
the dynamic principal-agent relationship might function in a traditional SC, for instance, a
particular distributor who is acting as the principal of a manufacturer (agent) while at the
same time playing the role of agent for the wholesaler (principal). The link between
principals and agents is through information and material flow pipelines, which are in turn
moderated by contract mechanisms.
Increased complexity (i.e. extended networks of principals and agents) is another issue which
is not articulated well within classical agency theory. The “hydra factor”, as Adams (1996, p.
16) had termed it, is a feature of the multiple agency relationship and has come to dominate
many SCM environments. In short, the existence of multiple principals and agents makes
information balancing and the monitoring of behaviour more challenging. Particularly, when
agents have competing interests over the delegated task, and the portfolio of heterogeneous

agents makes the governance of these dynamic relationships more complex and problematic
(Cheng and Kam, 2008). At best, the supply chain literature points toward incorporating
partner-specific characteristics in tailoring supply chain initiatives with an agent or a cluster
of – more homogeneous – agents (see, for example, Zu and Kaynak, 2012 in the context of
supply chain quality management).
The measurement tools employed by agency theory also need to be considered. Evidence
from the literature suggests that measurement design problems are mainly a result of the lack
of rigorous testing, as opposed to the limitations of agency theory itself. This was highlighted
by Bergen et al. (1992) who suggested that researchers must pay more attention to the
dynamic nature of the relationships and questions, such as, how agency problem mitigation,
through incentive mechanisms, might alter along the tenure of principal-agent relationships.
This is important because, for example, growing concerns with environmental uncertainty, as
an agency variable, should not only be seen as an objective measure (e.g. a purely financial
measure) but also through subjective dimensions (i.e. as perceived uncertainty by the agent(s)
and principals) (Bergen et al., 1992). This is becoming very important where principal-agent
SC relationships are increasingly being influenced by third party regulation. For example, the
growing acceptance and inevitability of carbon tax measures and policies mean that both the
principal and agent have to engage in even more complex negotiations in order to maintain a
consistent working relationship (Mason-Jones and Towill, 1998; Commonwealth of
Australia, 2011; Department of Energy and Climate Change, 2011; Sanchez-Rodrigues et al.,
2008).
In spite of these limitations, it is important to note that agency theory's explanatory power,
especially with regard to relationship dynamics, still provides robust basis for understanding
the behaviour surrounding contractual relationships, whether implied or legal and rational or
irrational, that are found within the SC. However, some of the deficiencies of the theory
might be mitigated by integrating other relational theories such as TCE (Williamson, 1981),
game theory (Nagarajan and Sosic, 2008), resource-dependence (Pfeffer and Alison, 1987)
and relational exchange (Heide and John, 1992).
7. Conclusion
The aim of this paper was to highlight the status of the application of agency theory and to
address the question of how can agency theory be used to inform our understanding of the
dynamics surrounding supply chain behaviours and relationships? Documentary research was
undertaken to extract the level of current understanding around the topic. In doing so, the
analysis was performed using electronic databases and a three-stage refinement process
which resulted in identification of 19 papers that have employed agency theory for explaining
SCM issues. It was observed that within the SCM domain, the researchers have used a variety
of industry settings. Managerial implications and avenues for future research are discussed in
the next sections.
7.1 Implications for management
Multi-disciplinary analysis of agency theory studies has shown that the managerial
implications of this theory can range from relationship establishment and development to
relationship maintenance and even termination within the SC environments. This could entail
both downstream and upstream processes as well as the internal operations of the primary
supply chain partners. In holistic terms, agency theory is a useful tool for managers to

diagnose and segregate their portfolio of relationships. Regardless of the fact that the
organisation has a transactional or partnership relationship with its partners, it is a critical
task for managers to understand and mitigate behavioural uncertainty across the SC. Several
anecdotal cases can be identified in the literature where the sources of operational problems
have been related to ineffective management of inter-organisational relationships, and/or
where the distrustful atmosphere has triggered the opportunistic behaviour of the partners
(Cousins, 2002; Ritchie et al., 2008; Richey et al., 2010).
In essence, agency theory can explain how players (both independently and as a collective)
within the SC respond to transaction cost dilemmas where rational and non-rational
behaviour occurs (Ketchen and Hult, 2007a). Hence, abnormal behaviours of network
partners can be analysed and, subsequently, counterbalancing remedies can be devised. This
process, in turn, might contribute to the development and maintenance of a trusting
atmosphere in business relationships. Moreover, it is invaluable in either increasing or
decreasing the tolerance threshold of managers (with respect to re-engineering their
supplier/customer relationships) who are constantly dealing with complex organisational
behaviours within their SC.
As noted above the implications are applicable to various outbound and inbound processes
and practices such as vendor-managed inventory (VMI), just-in-time (JIT), collaborative
planning, forecasting and replenishment (CPFR), enterprise resource planning (ERP) and
efficient consumer response (ECR). All these practices are relationship-intensive and their
implementation requires a high level of task or authority delegation across principals and
agents participating in a SC. The successful implementation of SC processes and activities
could be provisioned by catering for agent-specific conditions through dynamic contractual
relationship. Agency theory may help managers to factor social, economic, political and
behavioural aspects into their contract decision-making, by undertaking adaptive measures
around incentivisation, information sharing and goal congruence. Researchers could also use
agency theory to assess the implementation, success or failure of the above-mentioned
practices from the SC relationships perspective.
7.2 Suggestions for future research
The authors posited that agency theory is suitable for studying SCM. Conversely, it was
found that the extant literature is subject to many gaps and this highlights the need for further
research. Future studies should explicitly recognise the application of agency theory for
studying issues such as information sharing, risk/reward sharing, and
establishment/maintenance of inter-organisational relationship at the SC level of analysis (as
opposed to the prevailing dyadic investigations in the literature). Further attention also needs
to be paid to the assumptions underlying agency relationships within SC environments. This
is significant as supply chains that span country borders and even continents, might be
affected by cultural variation (Brown Johnson and Droege, 2004). The theoretical lens that
agency theory provides can support managerial decision-making and strategy formulation,
specifically with respect to supplier and customer relationships. Supply chain
communications is another area where agency theory might help to explain the influence of
effective inter-organisational communication on the mitigation of behavioural uncertainty
across principals and agents transactions.
The authors also recommend application of agency theory in the study of collaboration and
uncertainty/change across the SC (see, for example, Plambeck and Gibson, 2010).

Collaboration can be seen as relational integration between multiple principals and agents
based on the efforts in information exchange, goal congruence, and incentive alignment
which have the potential to induce trust and reduce uncertainty for the effective management
of supply chains. Future research can investigate how agency variables such as goal conflict,
information asymmetry, and risk aversion can be altered to achieve positive outcomes
through effective collaboration. This research also has implications for the uncertainty
mitigation between principals and agents that might ultimately result in reduced uncertainty
along the SC. Conceptual in nature but drawing on both theoretical and empirical agency
theory studies, this paper discussed a tool for managing complex SC behaviours and
relationships. As noted previously, integrating agency theory with other organisational
theories, such as, TCE and relational exchange offers promise in potentially offsetting its
limitations. Perhaps, as the complexity of SC relationships necessitates, case study
investigation in industry-specific supply chains can augment the conceptual discussion of this
paper.

Figure 1Journals with agency theory application within SCM

Figure 2Research design in SCM studies

Figure 3The principal (P)-agent (A) model of traditional supply chain

Table ISummary of key SCM studies using agency theory

Table IIOverview of the analysis across the research themes

Notes
1. It is important to note that agency theory has a long and varied history (from propertyrights theories, through organisation economics, contract law and political philosophy,
and has been associated historically with the work of Locke and Hobbes), but official
recognition of agency theory as a formal theory has been dated to the early 1970s, and
the work of Ross (1973) and Mitnick (1973).

References
Adams, J. (1996), "Principals and agents, colonialists and company men: the decay of
colonial control in the Dutch East Indies", American Sociological Review, Vol. 61 No.1,
pp.12-28.
Agrell, P., Norrman, A. (2004), "Understanding supply chain risk sharing: a three-tier
principal-agent approach", in Aronsson, H. (Eds),16th Anuual Conference for Nordic
Researchers in Logistics (NOFOMA), Linkoping University, Linkoping, pp.17-33.
Agrell, P., Lindroth, R., Norrman, A. (2004), "Risk, information and incentives in telecom
supply chains", International Journal of Production Economics, Vol. 90 No.1, pp.1-16.
Arrow, K. (1985), "The economics of agency", in Pratt, J., Zeckhauser, R. (Eds),Principals
and Agents: The Structure of Business, Harvard University Press, Boston, MA, pp.37-51.
Basov, S., Bardsley, P. (2005), "A general model of coexisting hidden action and hidden
information", working paper 958, December, Department of Economics, The University of
Melbourne, Melbourne, .
Bergen, M., Dutta, S., Walker, O.C. Jr (1992), "Agency relationships in marketing: a review
of the implications and applications of agency and related theories", The Journal of
Marketing, Vol. 56 No.3, pp.1-24.
Berle, A., Means, G. (1932), The Modern Corporation and Private Property, Commerce
Clearing House, New York, NY, .
Bowersox, D.J., Closs, D.J. (1996), Logistical Management: The Integrated Supply Chain
Process, McGraw-Hill, New York, NY, .

Brown Johnson, N., Droege, S. (2004), "Reflections on the generalization of agency theory:
cross-cultural considerations", Human Resource Management Review, Vol. 14 No.3, pp.32535.
Burgess, K., Singh, P., Koroglu, R. (2006), "Supply chain management: a structured literature
review and implications for future research", International Journal of Operations &
Production Management, Vol. 26 No.7, pp.703-29.
Camuffo, A., Furlan, A., Rettore, E. (2007), "Risk sharing in supplier relations: an agency
model for the Italian air-conditioning industry", Strategic Management Journal, Vol. 28
No.12, pp.1257-66.
Celly, K.S., Frazier, G.L. (1996), "Outcome-based and behavior-based coordination efforts in
channel relationships", Journal of Marketing Research, Vol. 33 No.2, pp.200-10.
Cheng, S.K., Kam, B.H. (2008), "A conceptual framework for analysing risk in supply
networks", Journal of Enterprise Information Management, Vol. 22 No.4, pp.345-60.
Choi, T.Y., Krause, D.R. (2006), "The supply base and its complexity: implications for
transaction costs, risks, responsiveness, and innovation", Journal of Operations Management,
Vol. 24 No.5, pp.637-52.
Clements, M., Wilson, M.M.J. (2009), "Aligning 3PL service bundles with relational
integration: a conceptual model", International Journal of Services Technology and
Management, Vol. 12 pp.88-105.
Commonwealth of Australia (2011), "Working together for a clean energy future", available
at: www.cleanenergyfuture.gov.au (accessed 16 August 2011), .
Cooper, M., Lambert, D., Pagh, J. (1997), "Supply chain management: more than a new name
for logistics", The International Journal of Logistics Management, Vol. 8 No.1, pp.1-14.
Cousins, P.D. (2002), "A conceptual model for managing long-term inter-organisational
relationships", European Journal of Purchasing & Supply Management, Vol. 8 No.2, pp.7182.
Danese, P. (2011), "Towards a contingency theory of collaborative planning initiatives in
supply networks", International Journal of Production Research, Vol. 49 No.4, pp.1081-103.
Department of Energy and Climate Change (2011), available at: www.decc.gov.uk (accessed
16 August 2011), .
Eisenhardt, K.M. (1985), "Control: organizational and economic approaches", Management
Science, Vol. 31 No.2, pp.134-49.
Eisenhardt, K.M. (1988), "Agency- and institutional-theory explanations: the case of retail
sales compensation", The Academy of Management Journal, Vol. 31 No.3, pp.488-511.
Eisenhardt, K.M. (1989), "Agency theory: an assessment and review", The Academy of
Management Review, Vol. 14 No.1, pp.57-74.

Fama, E.F., Jensen, M.C. (1983), "Separation of ownership and control", The Journal of Law
and Economics, Vol. 26 No.2, pp.301-25.
Fawcett, S., Magnan, G., McCarter, M. (2008), "A three-stage implementation model for
supply chain collaboration", Journal of Business Logistics, Vol. 29 No.1, pp.93-112.
Fleisher, C.S. (1991), "Using an agency-based approach to analyze collaborative federated
interorganizational relationships", The Journal of Applied Behavioral Science, Vol. 27 No.1,
pp.116-30.
Flynn, B., Sakakibara, S., Schroeder, R., Bates, K., Flynn, E. (1990), "Empirical research
methods in operations management", Journal of Operations Management, Vol. 9 No.2,
pp.250-84.
Giunipero, L.C., Hooker, R.E., Joseph-Matthews, S., Yoon, T.E., Brudvig, S. (2008), "A
decade of SCM literature: past, present and future implications", Journal of Supply Chain
Management, Vol. 44 No.4, pp.66-86.
Golicic, S.L., Davis, D.F., McCarthy, T.M. (2005), "A balanced approach to research in
supply chain management", in Kotzab, H., Seuring, S., Müller, M., Reiner, G. (Eds),Research
Methodologies in Supply Chain Management, Physica-Verlag HD-Springer, Heidelberg,
pp.15-29.
Halldórsson, Á., Skjott-Larsen, T. (2006), "Dynamics of relationship governance in TPL
arrangements – a dyadic perspective", International Journal of Physical Distribution &
Logistics Management, Vol. 36 No.7, pp.490-506.
Halldórsson, Á., Kotzab, H., Mikkola, J., Skjøtt-Larsen, T. (2007), "Complementary theories
to supply chain management", Supply Chain Management: An International Journal, Vol. 12
No.4, pp.284-96.
Heide, J.B., John, G. (1992), "Do norms matter in marketing relationships?", The Journal of
Marketing, Vol. 56 No.2, pp.32-44.
Heracleous, L., Lan, L.L. (2011), "Agency theory, institutional sensitivity, and inductive
reasoning: towards a legal perspective", Journal of Management Studies, Vol. 49 No.1,
pp.223-39.
Hirsch, P., Michaels, S., Friedman, R. (1987), "‘Dirty hands’ versus ‘clean models’", Theory
and Society, Vol. 16 No.3, pp.317-36.
Holmstrom, B., Milgrom, P. (1987), "Aggregation and linearity in the provision of
intertemporal incentives", Econometrica, Vol. 55 No.2, pp.303-28.
Hornibrook, S. (2007), "Agency theory and supply chain management: goals and incentives
in supply chain organisations", working paper 147, 24 July, Kent Business School, University
of Kent, Canterbury, .
Jensen, M.C. (1983), "Organization theory and methodology", The Accounting Review, Vol.
58 No.2, pp.319-39.

Jensen, M.C., Meckling, W.H. (1976), "Theory of the firm: managerial behavior, agency
costs and ownership structure", Journal of Financial Economics, Vol. 3 No.4, pp.305-60.
Ketchen, D.J., Hult, G.T.M. (2007a), "Bridging organization theory and supply chain
management: the case of best value supply chains", Journal of Operations Management, Vol.
25 No.2, pp.573-80.
Ketchen, D.J., Hult, G.T.M. (2007b), "Toward greater integration of insights from
organization theory and supply chain management", Journal of Operations Management,
Vol. 25 No.2, pp.455-8.
Knoppen, D., Christiaanse, E. (2007), "Supply chain partnering: a temporal multidisciplinary
approach", Supply Chain Management: An International Journal, Vol. 12 No.2, pp.164-71.
Krafft, M., Albers, S., Lal, R. (2004), "Relative explanatory power of agency theory and
transaction cost analysis in German salesforces", International Journal of Research in
Marketing, Vol. 21 No.3, pp.265-83.
La Londe, B., Masters, J. (1994), "Emerging logistics strategies: blueprints for the next
century", International Journal of Physical Distribution & Logistics Management, Vol. 24
No.7, pp.35-47.
Lambert, D.M., Emmelhainz, M., Gardner, J. (1996), "Developing and implementing supply
chain partnerships", The International Journal of Logistics Management, Vol. 7 No.2, pp.118.
Lassar, W.M., Kerr, J.L. (1996), "Strategy and control in supplier-distributor relationships: an
agency perspective", Strategic Management Journal, Vol. 17 No.8, pp.613-32.
Lee, H., Whang, S. (2000), "Information sharing in a supply chain", International Journal of
Manufacturing Technology and Management, Vol. 1 No.1, pp.79-93.
Levinson, R. (2011), "The F35's global supply chain", Bloomberg Businessweek, 5-11
September, pp.B10-B11.
Logan, M. (2000), "Using agency theory to design successful outsourcing relationships", The
International Journal of Logistics Management, Vol. 11 No.2, pp.21-32.
McCue, C., Prier, E. (2008), "Using agency theory to model cooperative public purchasing",
Journal of Public Procurement, Vol. 8 No.1, pp.1-35.
McMillan, J. (1990), "Managing suppliers: incentive systems in Japanese and US industry",
California Management Review, Vol. 32 No.4, pp.38-55.
Mahaney, R.C., Lederer, A.L. (2003), "Information systems project management: an agency
theory interpretation", Journal of Systems and Software, Vol. 68 No.1, pp.1-9.
Manatsa, P.R., McLaren, T.S. (2008), "Information sharing in a supply chain: using agency
theory to guide the design of incentives", Supply Chain Forum: International Journal, Vol. 9
No.1, pp.18-26.

Mason-Jones, R., Towill, D.R. (1998), "Shrinking the supply chain uncertainty circle",
Control, September, pp.17-22.
Min, S., Roath, A.S., Daugherty, P.J., Genchev, S.E., Chen, H., Arndt, A.D., Richey, R.G.
(2005), "Supply chain collaboration: what's happening?", The International Journal of
Logistics Management, Vol. 16 No.2, pp.237-56.
Mitnick, B. (1973), "Fiduciary rationality and public policy: the theory of agency and some
consequences", paper presented at the Annual Meeting of the American Political Science
Association, New Orleans, LA, .
Mitnick, B. (1975), "The theory of agency: the policing ‘paradox’ and regulatory behavior",
Public Choice, Vol. 24 No.1, pp.27-42.
Mitnick, B. (2006), "Origin of the theory of agency: an account by one of the theory's
originators", working paper, January, Katz Graduate School of Business, University of
Pittsburgh, Pittsburgh, PA, .
Morgan, N.A., Kaleka, A., Gooner, R.A. (2007), "Focal supplier opportunism in supermarket
retailer category management", Journal of Operations Management, Vol. 25 No.2, pp.51227.
Nagarajan, M., Sosic, G. (2008), "Game-theoretic analysis of cooperation among supply
chain agents: review and extensions", European Journal of Operational Research, Vol. 187
No.3, pp.719-45.
Narayanan, V., Raman, A. (2004), "Aligning incentives in supply chains", Harvard Business
Review, Vol. 82 No.11, pp.94-102.
Nilakant, V., Rao, H. (1994), "Agency theory and uncertainty in organizations: an
evaluation", Organization Studies, Vol. 15 No.5, pp.649-72.
Norrman, A. (2008), "Supply chain risk-sharing contracts from a buyers' perspective: content
and experiences", International Journal of Procurement Management, Vol. 1 No.4, pp.37193.
O'Loughlin, A., Clements, M. (2007), "Relational exchange, supply chain myopia and zones
of turbulence", in Sohal, A. (Eds),Proceedings of the Eighth International Research
Conference on Quality Innovation and Knowledge Management (QIK), New Delhi, pp.61020.
Perrow, C. (1986), "Economic theories of organization", Theory and Society, Vol. 15 No.1,
pp.11-45.
Pfeffer, J., Alison, D.-B. (1987), "Understanding organizational wage structures: a resource
dependence approach", The Academy of Management Journal, Vol. 30 No.3, pp.437-55.
Plambeck, L., Gibson, P. (2010), "Application of agency theory to collaborative supply
chains", paper presented at the Oxford Business & Economics Conference (OBEC), 28-30
June 2010, Oxford, available at:

www.gcbe.us/2010_OBEC/data/Peter%20Gibson,%20Lena%20Plambeck.doc (accessed 19
January 2012), .
Platt, J. (1981), "Evidence and proof in documentary research: 1", Sociological Review, Vol.
29 No.1, pp.31-52.
Richey, R. Jr, Roath, A., Whipple, J., Fawcett, S. (2010), "Exploring a governance theory of
supply chain management: barriers and facilitators to integration", Journal of Business
Logistics, Vol. 31 No.1, pp.237-56.
Ritchie, B., Brindley, C. (2007), "Supply chain risk management and performance: a guiding
framework for future development", International Journal of Operations & Production
Management, Vol. 27 No.3, pp.303-22.
Ritchie, B., Brindley, C.S., Armstrong, N. (2008), "Risk assessment and relationship
management: practical approach to supply chain risk management", International Journal of
Agile Systems and Management vol., Vol. 3 No.3/4, pp.228-47.
Ross, S.A. (1973), "The economic theory of agency: the principal's problem", The American
Economic Review, Vol. 63 No.2, pp.134-9.
Ross, S.A. (1979), "Equilibrium and agency – inadmissible agents in the public agency
problem", The American Economic Review, Vol. 69 No.2, pp.308-12.
Sanchez-Rodrigues, V., Stantchev, D., Potter, A., Naim, M., Whiteing, A. (2008),
"Establishing a transport operation focused uncertainty model for the supply chain",
International Journal of Physical Distribution & Logistics Management, Vol. 38 No.5,
pp.388-411.
Sappington, D. (1991), "Incentives in principal-agent relationships", The Journal of
Economic Perspectives, Vol. 5 No.2, pp.45-66.
Shapiro, S.P. (1987), "The social control of impersonal trust", The American Journal of
Sociology, Vol. 93 No.3, pp.623-58.
Shapiro, S.P. (2005), "Agency theory", Annual Review of Sociology, Vol. 31 pp.263-84.
Shook, C., Adams, G., Ketchen, D. Jr, Craighead, C. (2009), "Towards a ‘theoretical toolbox’
for strategic sourcing", Supply Chain Management: An International Journal, Vol. 14 No.1,
pp.3-10.
Simatupang, T., Sridharan, R. (2002), "The collaborative supply chain", The International
Journal of Logistics Management, Vol. 13 No.1, pp.15-30.
Simatupang, T.M., Sridharan, R. (2005), "The collaboration index: a measure for supply
chain collaboration", International Journal of Physical Distribution & Logistics
Management, Vol. 35 No.1, pp.44-62.
Stock, J. (1997), "Applying theories from other disciplines to logistics", International
Journal of Physical Distribution & Logistics Management, Vol. 27 No.9/10, pp.515-39.

Surana, A., Kumara, S., Greaves, M., Raghavan, U. (2005), "Supply-chain networks: a
complex adaptive systems perspective", International Journal of Production Research, Vol.
43 No.20, pp.4235-65.
Tate, W.L., Ellram, L.M., Bals, L., Hartmann, E., Van Der Valk, W. (2010), "An agency
theory perspective on the purchase of marketing services", Industrial Marketing
Management, Vol. 39 No.5, pp.806-19.
Vanany, I., Zailani, S., Pujawan, N. (2009), "Supply chain risk management: literature review
and future research", International Journal of Information Systems and Supply Chain
Management, Vol. 2 No.1, pp.16-33.
Villena, V.H., Gomez-Mejia, L.R., Revilla, E. (2009), "The decision of the supply chain
executive to support or impede supply chain integration: a multidisciplinary behavioral
agency perspective", Decision Sciences, Vol. 40 No.4, pp.635-65.
Whipple, J.M., Roh, J. (2010), "Agency theory and quality fade in buyer-supplier
relationships", The International Journal of Logistics Management, Vol. 21 No.3, pp.338-52.
Wilding, R. (1998), "The supply chain complexity triangle", International Journal of
Physical Distribution & Logistics Management, Vol. 28 No.8, pp.599-616.
Williamson, O.E. (1981), "The economics of organization: the transaction cost approach",
American Journal of Sociology, Vol. 87 No.3, pp.548-77.
Williamson, O.E. (1988), "Corporate finance and corporate governance", The Journal of
Finance, Vol. 43 No.3, pp.567-91.
Williamson, O.E. (2002), "The theory of the firm as governance structure: from choice to
contract", The Journal of Economic Perspectives, Vol. 16 No.3, pp.171-95.
Wilson, M. (2006), "Supply chains behaving badly: a dynamic model of inter-organisational
supply chain exchange behaviour under rational, relational and chaotic paradigms", PhD,
Lincoln University, Lincoln, .
Zomorrodi, M., Fayezi, S. (2011), "Understanding the concept of elasticity in supply chain
relationships: an agency theory perspective", Asian Journal of Management Research, Vol. 1
No.2, pp.452-72.
Zsidisin, G.A., Ellram, L.M. (2003), "An agency theory investigation of supply risk
management", Journal of Supply Chain Management, Vol. 39 No.3, pp.15-27.
Zsidisin, G.A., Smith, M.E. (2005), "Managing supply risk with early supplier involvement: a
case study and research propositions", Journal of Supply Chain Management, Vol. 41 No.4,
pp.44-57.
Zsidisin, G.A., Ellram, L.M., Carter, J.R., Cavianto, J.L. (2004), "An analysis of supply risk
assessment techniques", International Journal of Physical Distribution & Logistics
Management, Vol. 34 No.5, pp.397-413.

Zu, X., Kaynak, H. (2012), "An agency theory perspective on supply chain quality
management", International Journal of Operations & Production Management, Vol. 32
No.4, pp.423-46.

Further Reading
Agrell, P., Norrman, A. (2004), "Understanding supply chain risk sharing: a three-tier
principal-agent approach", in Aronsson, H. (Eds),16th Anuual Conference for Nordic
Researchers in Logistics (NOFOMA), Linkoping University, Linkoping, pp.17-33.
Fei, Y., Yun-Fei, L. (2009), "Double principal-agent mechanism of logistics service supply
chain", paper presented at the International Conference on Management Science and
Engineering (ICMSE), 14-16 September 2009, Moscow, available at:
http://ieeexplore.ieee.org/xpls/abs_all.jsp?arnumber=5317690 (accessed 19 January 2012), .
Hornibrook, S. (2007), "Agency theory and supply chain management: goals and incentives
in supply chain organisations", working paper 147, 24 July, Kent Business School, University
of Kent, Canterbury, .
Plambeck, L., Gibson, P. (2010), "Application of agency theory to collaborative supply
chains", paper presented at the Oxford Business & Economics Conference (OBEC), 28-30
June, Oxford, available at:
www.gcbe.us/2010_OBEC/data/Peter%20Gibson,%20Lena%20Plambeck.doc (accessed 19
January 2012), .
Zhang, Y., Li, C. (2006), "A principal-agent approach to incentive mechanisms in supply
chains", paper presented at the IEEE International Conference on Service Operations and
Logistics, and Informatics (SOLI), 21-23 June, Shanghai, available at:
http://ieeexplore.ieee.org/xpls/abs_all.jsp?arnumber=4125606&tag=1 (accessed 19 January
2012), .

Corresponding author
Sajad Fayezi can be contacted at: sajad.fayezi@deakin.edu.au

