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A Study on the Positive and Negative Effects of Conflict in Financial Performance
of Channel Partners with Work Relationship As A Mediator
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ABSTRACT

Conflict in the workplace is usually viewed with a negative connotation. Though there are different classifications
of conflict depending on its nature, managers generalize that conflict hampers the working relationship and
financial performance of the organization. This research paper focuses on grouping various types of conflict and
their relative impacts on financial performance in B2B channel environment. The study also focused on assessing
the role of work relationship as a mediating variable using SPSS process macros. A sample of 262 respondents
was recruited via online and field visits among industrial pump distributors across India. Industrial pump
distributors have been considered in this study, as they have their vested interest which is different from the
manufacturer's objective, leaving a potential conflict environment. The findings of the study conclude that
cognitive conflict results in positive financial outcomes, whereas affective conflict results in a negative financial
outcome. Process conflict on its own does not have either positive or negative impacts. Moreover, work
relationship acts as a full mediator between cognitive conflict and financial performance, whereas it acts as a partial
mediator between affective conflict and financial performance. Hence, managers of channel partners need to
encourage cognitive conflict and discourage affective conflict in their workplaces to have a constructive financial
output. They also need to give special attention to the work relationship between the channel partners to have
healthier conflict.

Keywords: B2B conflict, Conflict management, Work relationship, Channel performance, Channel management,
Mediation.
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1. INTRODUCTION

The term “conflict” refers to some form of friction,
disagreement, or discord arising between individuals or
groups; that is when the beliefs or actions of one or more
members of the group are either resisted by or unacceptable
to one or more members of another group. Conflict pertains
to the members going through tension for real or perceived
opposing ideas and actions of different entities (Tschannen-
Moran, 2000). The belief or difference of opinion may be a
real one or a perceived one (Wall & Callister, 1995), The
opinion of one person or group of people may not be liked
by others or another group, which gives birth to conflict. The
difference may be due to differences of opinion pertaining to
task performance, individual perspectives to work, or
strained workplace relationships (Amason, 1996).

The word “conflict” does not give a positive feeling
whether it is in personal life or in professional life. Many of
us tend to avoid conflict to the maximum extent possible and
at times we are unsuccessful at avoiding it. Is it true that all
forms of conflict have to be viewed with negative
connotations? Is it possible to avoid conflict completely in
our life, especially at our workplace? These are some of the
questions that need to be answered in a specific context. The
current study is aimed at answering these crucial questions
by honoring the previous research work in this area. The
context of conflict that arises between industrial pump
manufacturers and distributors is considered in this study.
Due importance is given to the work relationship and its role
in mediating the relationship between conflict and financial
performance.

2. Functional and Dysfunctional Conflicts

Conflict can be categorized as a functional conflict or a
dysfunctional conflict based on its outcome. Literature on
conflict has a common consensus that it is impossible to
avoid conflict. So, conflict management study aims to
convert dysfunctional conflict into functional conflict and to
stop the conflict to go beyond a particular threshold where it
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becomes dysfunctional (Luk, 1998).

Much of the early literature in the area of conflict
management was of the view that conflict negatively
influences the performance of an organization (Jehn,
1995). Wall and Nolan (1986) conducted a study on a
sample of 375 students and concluded that conflict
affects the satisfaction among students. Not only early
research, but also contemporary research, provided
evidence that conflict can result in a negative output.
An empirical research study in China investigated 107
Chinese hotels on the issue of the relationship between
conflict, decision quality, and firm performance. It
revealed that both cognitive conflict and affective
conflict were found to be negatively related to decision
quality and negatively related to the performance of the
organization (Yang, 2011). Similarly, another study
conducted by de Dreu and Weingart (2003) found that
there is a negative correlation between cognitive
conflict and the performance of the organization. In
contrary, other latest research studies claimed that
there can be occasions where conflict can be
productive (Maia & Lima, 2020). Conflict is one of the
factors that enhance the quality of decisions and
promote better understanding among people. On the
other hand, it creates negativity and dissatisfaction
among the participants, which may also affect the
execution of the work. During strategic discussion, if a
disagreement arises due to any specific task, it is
referred to as cognitive conflict. It helps improve the
quality of strategic decisions, as it is derived out of the
exchange of different thoughts, ideas and information.
If the disagreement arises out of personal
dissatisfaction, it is referred to as affective conflicts
which may create mistrust, personal enmity and
suspicion among the members (Amason, 1997).
Therefore, conflict is considered to be both helpful as
well as harmful to the strategic decision-making
process. This indicates that the problem is not with the
conflict; it is rather with our understanding of the
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conflict and tactics for handling it (Amason, 1996). Jehn
(1995,1997) has proposed that conflict may arise in any
organization. So, it is advised to encourage conflict in the
workplace within certain limits (de Wit et al., 2012). Hence,
conflict may not necessarily result in an unproductive output,
as at times it may also result in a positive outcome as well.
This is dependent on the nature and context of the conflict
being dealt with.

Conflict among channel partners is very common
because of goal incompatibility. Manufacturers follow a
volume-based approach to sell their products. They don’t
mind selling with a loss, whereas distributors follow a
margin based sale approach and cannot sell with a loss. Due
to these different approaches, although they are involved in
selling the same products, their goals differ, which results in
conflict at the workplace, leading to an unhealthy work
relationship. Based on previous studies (Cosier & Schwenk,
1990; Maia & Lima, 2020; Jehn et al., 1999; Costa et al.,
2018; Amason, 1996; Jehn, 1995), conflict among channel
members can be classified into:

o Cognitive conflict;
o Process conflict;
o Affective conflict.

2.1 Cognitive Conflict

The task-related conflict, which is better known as
cognitive conflict, is due to a difference of opinions related
to the task. If the conflict is related to the task, it is beneficial
to the organization when working on non-routine tasks or
where there is no standard solution available. Task-oriented
disagreement helps find out various alternatives and gives
scope to understand the different approaches to solve the
problem, which is considered to be good for the
organization. It is an objective-oriented conflict, where the
channel members collide with each other only for numbers.
They don’t attack any channel members for their
incompetence. This type of conflict results in an overall
benefit for both the channel members. Past research proved
that when the situation is normal, cognitive conflict results

-937 -

in a productive outcome (Cosier & Schwenk, 1990).
There is growing evidence in various studies which
indicate that conflict, disagreement and dissent are
required to improve the quality of the decision-making
process. Maia and Lima (2020) in their research on the
decision-making process in small enterprises (SE)
found that the occurrence of cognitive conflict in the
team prompts questioning during the discussion, which
helps take quality strategic decisions. Both the quality
and process of decisions are improved due to the
presence of cognitive conflict (Loughry & Amazon,
2014). It enhances the creativity of the channel
members, as they discuss with each other to solve the
common problem through available alternatives,
thereby promoting creative decision-making. This is
one of the important outcomes of cognitive conflict
(Tjosvold, 2008). It is also seen that cognitive conflict
encourages more alternatives related to various aspects
of tasks, resulting in enhanced performance and quality
decisions (Mitchell et al., 2008). It also improves the
communication between the channel members, so that
they can openly discuss issues about work, which
results in taking better quality decisions. In this type of
conflict, channel members fight only for numbers, like
sales target, margin, ... etc. More often, manufacturers
question distributors for not achieving the target to find
the reason behind it, so that remedial action can be
taken to fill the gap or revise the targets as per the
market conditions.

Hence, considering the previous literature (Cosier
& Schwenk, 1990; Maia & Lima, 2020) on this area of
study, the following hypothesis is framed to check
whether it holds true or not in the current context.
H1: Cognitive conflict significantly and positively

affects financial performance.

2.2 Process Conflict
Process conflict is the one that distracts the team
from executing the task with dedication (Jehn, 1997).
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Team members get rather into a disagreement regarding the
resources and responsibilities than executing the task. They
argue about who will do what job as well as who will report
to whom, which negatively affects the team performance.
Therefore, it is considered that process conflict or
relationship conflict negatively impacts team performance
(Jehn 1997).

Process conflict is a context-specific conflict, as the
situation plays an important role in categorizing it as
functional conflict or dysfunctional conflict. So, unlike
cognitive conflict or affective conflict, we cannot generalize
the nature of the conflict. It arises due to vagueness in
understanding the roles and responsibilities of the channel
members. It is a natural outcome of not having proper clarity
on the set of tasks that the person has to do. Members are not
aware of the task and the way to achieve the same (Jehn &
Mannix, 2001). Tasks are not allocated properly and the
channel members think that it is the other member’s
responsibility. Usually, this type of conflict results in a
negative output and hampers the working relationship and
financial performance of the organization (Jehn et al., 1999).
If the roles and responsibilities are clear, this results in better
financial performance (Bougalieh, 2023). Even though it is
a context-specific conflict, which may not necessarily result
in a negative output, research conducted on process conflict
concludes that it gives an unproductive outcome. Hence, the
following hypothesis has been framed to find out whether
process conflict is dysfunctional or not.

H2: Process conflict significantly and positively affects
financial performance.

2.3 Affective Conflict

Affective conflict, unlike cognitive conflict, does not
focus on the objective or issue, but on the people involved in
that issue. Affective conflict indicates the difference of
opinions, which are personal and emotional (Costa et al.,
2018). It is the by-product of an individual’s specific
disagreement, and it discourages the understanding of the

other’s point of view while taking a decision, which leads to
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demotivation and dissatisfaction. Affective conflict is
bad for the organization and should not be encouraged
(Amason, 1996; Jehn, 1995). The channel members
personally attack the other channel members by
highlighting their incompetence (Amason, 1996). It
might be a stinker mail with a copy to others or an
insult in the boardroom/conference room, which
results in negative output and strained relationships at
work. It not only affects the financial performance of
the organization, but also leads to an unhealthy work
relationship among the channel members. If the
conflict is related to the relationship issue, it is
detrimental to the organization and brings
dissatisfaction among the team members, which affects
their performance. However, not all affective
components are bad in any work relationship; at times,
affective conflict mediates the relationship between
performance and work behaviour (Mohammad
Thneibat, 2022).

In our research study, we want to verify the
findings of previous research works (Amason, 1996;
Jehn, 1995) in this area concerning our context, as well
as to find out the magnitude of influence of affective
conflict on channel partner relationships. Hence, the
following hypothesis has been framed.

H3: Affective conflict significantly and negatively
affects financial performance.

3. Work Relationship As a Mediator

Work relationship is the support and sympathy that
one member has for the other member, where the
success or failure of any member affects the other
member’s performance (Anderson,1990). The work
relation has been studied concerning channel
management. A work relationship is a relationship that
exists between any members (Agarwal & Singh, 2014).
There is a necessity to build a strong relationship
between manufacturers and distributors, as this has
become a significant aspect due to its impact on the
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work (Morgan & Hunt, 1994; Sheth & Parvatiyar, 2000;
Payen et al., 2010). The main objective to build a strong
channel work relationship is to create value in the chain and
amplify the benefits for the channel partners. There were
numerous studies undertaken in this field to suggest different
strategies that manufacturers and distributors can adopt for
having a successful work relationship. According to Claro et
al. (2005), to be successful in work relationship and
performance, distributors follow transactional relationships
and suppliers follow soft relationships. Trust, satisfaction,
relational communication, collaboration and environmental
factors are the most important attributes that contribute to
channeling work relationship through a metric called the
partner relationship management (PRM) index (Agarwal &
Singh, 2014). These factors work as catalysts for seamless
flow of information, business process and collaboration
among the members. Effective work relationship is the
outcome of all these factors. The role of work relationship as

a mediating variable between conflict and financial

performance in the channel has not been studied in the past.

The current research work fills the gap by studying the

crucial role of work relationship as a mediating variable in

the model. Hence, the following hypotheses have been
framed:

H4: There is a significant mediation effect of work
relationship between cognitive conflict and financial
performance.

H5: There is a significant mediation effect of work
relationship between process conflict and financial
performance.

H6: There is a significant mediation effect of work
relationship between affective conflict and financial
performance.

4. Objectives
The research study is aimed to achieve the following
objectives:
1. To understand the concepts of functional conflict and
dysfunctional conflict based on their relative impact on
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the work relationship.

2. To find the influence of conflict on financial
performance.

3. To examine the role of work relationship as a
mediating variable between conflict and financial
performance.

5. Research Methodology

This research work was carried out among the
industrial pump distributors across India. Online
questionnaires were shared with all the pump
distributors spread across different parts of the country.
The researchers followed up with respondents for
filling up the questionnaire forms through regular
reminder calls. For a few of the distributors, responses
were collected in person. A total of 276 responses were
collected, out of which 262 were considered for
analysis due to missing information.

5.1 Demographic Profile of Respondents

From the data collected from industrial pump
distributors across different regions of India, the
collected data is given in tabulated form in Table 1. It
was found that 47.7% of the industrial pump
distributors served the territory where other pump
distributors were already present for selling the same
product, whereas 52.3% of the distributors served the
territory where there were no multiple distributors.
From Table 1, it can be observed that 9.2% of channel
partners were associated with each other in the pump
industry for less than 3 years; 26% of the distributors
were associated with the pump manufacturers from 3
to 6 years. 8.4% of the distributors were associated
with the pump manufacturers from 6 to 9 years. 56.5%
of the distributors were associated with the pump
manufacturers for more than 9 years. It was also
observed that 57.5% of industrial pump distributors
were from the west, 16% of the distributors were from
the central and east, while 13.4 % of the distributors
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were from the south and 13.4% of the distributors were from
the north.

Table 1
Demographic profile of the respondents

Demographic Characteristics Frequency Percentage
Multiple distributors in the | Yes 125 47.7
same territory No 137 52.3

<3 Years 24 9.2

3 -6 Years 68 26
Channel partners’ association | 6 -9 Years 22 8.4

> 9 Years 148 56.5

West 150 57.5

Central and East 42 16

South 35 13.4
Region North 35 13.4

6. Data Analysis

The data has been analyzed using a simple linear
regression and mediation model. The questions were tested
for their reliability and validity using exploratory and
confirmatory factor analyses. Before studying the influence
of cognitive conflict on performance through linear
regression, its critical assumptions were tested.

The impact of different types of conflict, including
cognitive conflict, process conflict and affective conflict, on
the financial performance of the organization is analyzed
separately using simple linear regression. The rationale
behind using simple linear regression instead of multiple
linear regression is that we can avoid the interaction effect
of different independent variables among themselves.
Moreover, in channel conflict usually, one type of conflict
occurs at a particular point of time. So, we are interested in
studying the individual effect of different conflicts on
financial performance instead of studying their combined
interactive effect on financial performance.

Before performing the linear regression, as per Brace et
al. (2012), its preliminary assumptions, like the continuity of
dependent variable, linearity, normality, homoscedasticity,
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multi-collinearity, autocorrelation and outliers are
checked through different statistical techniques, like
scatter plot, normal pp plot, collinearity statistics and
Durbin Watson using SPSS. It was found that the data
meets all the assumptions of linear regression.

6.1 Reliability and Validity Checks

The variables of interest of the research, including
cognitive conflict, process conflict, affective conflict,
financial performance and work relationship, have
been considered as constructs that were measured
using multiple indicators. The indicators were framed
based on an extensive literature review and modified
according to the context. A total from 4 to 6 indicators
have been added to measure each construct. After
running Exploratory Factor Analysis (EFA), it was
found that a few indicators were having a factor less
than 0.6; so, they were not considered for further
analysis. After performing Exploratory Factor
Analysis (EFA), a total of 15 indicators have been
finalized for running confirmatory factor analysis to
check the reliability and validity of the questionnaire.
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By running confirmatory factor analysis, the reliability and
validity of the data were tested using the AMOS output. The
details of reliability and validity output are given in Table 2.
According to Hair et al. (2011), for the data to meet
convergent validity, construct reliability should be more than
0.7; AVE should be more than 0.5 and construct reliability
should be more than AVE. For the data to meet discriminant
validity, the square root of the AVE of the construct should
be higher than the correlation between the construct and
other constructs. The details of the output are given in Table
2, which proves that both the reliability and validity of the

data are met. It was observed that all the critical values,
including Composite Reliability (CR), and Average
Variance Extracted (AVE), above the
recommended thresholds of 0.7 and 0.5, respectively,
which confirms the reliability and discriminant validity
of the measurement model (Hulland, 1999).

Hence, we can confirm that the questionnaire that
has been designed to capture the constructs fulfills the
critical conditions of reliability and validity. The final
set of indicators with their respective constructs and
their sources are given in Table 3.

were

Table 2
Reliability and validity
Cognitive | Process | Affective Work Financial
Constructs CR | AVE ) . . ) .
Conflict | Conflict | Conflict | Relationship | Performance
Cognitive Conflict 0.756 | 0.544 | 0.712
Process Conflict 0.745 | 0.52 | 0.398 0.988
Affective Conflict 0.795 | 0.513 | 0.654 0.348 0.941
Work Relationship 0.811 | 0.543 | 0.788 0.788 0.733 0.874
Financial Performance | 0.811 | 0.593 | 0.585 0.094 -0.185 0.751 0.944
Table 3
Final list of indicators of the constructs
No. | Indicators of Constructs Source
Cognitive Conflict
C1l We only fight regarding the target and plans to achieve the same.
C2 We debate our difference in opinions on achieving the target. Cosier & Schwenk (1990)
C3 Our fights are related only to numbers.
Process Conflict
P1 We have tension concerning who is responsible for what to complete the task.
(we have tension regarding who is responsible for the completion of the | Jehn & Mannix (2001)
assigned task and the nature of the task).
P2 We have friction related to the distribution of tasks among us.
P3 We have controversies concerning the process that we follow to achieve the
target.
Affective Conflict
Al | Attimes, we blame each other's incompetence for not achieving the target.
A2 | There were instances when my pump supplier verbally scolded me for my | Amason (1996),
incompetence. Jehn (1995)
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A3 My pump suppliers send me stinker mails on my incompetence.

Work Relationship

that you share with your pump supplier.

W1 | Please, indicate the level of closeness that you have in the working relationship

that you share with your pump supplier.

W2 | Please, indicate the level of discomfort that you have in the work relationship | Agarwal and Singh (2014)

pump supplier?

W3 | How much are you satisfied with the work relationship between you and your

Financial Performance

company.

F1 Please, rate the sales turnover of your pump manufacturer’s product in your | Fatihudin et al. (2018)

product in your company.

F2 Please, rate the profit that you earn by selling your pump manufacturer’s

6.2 Impact of Conflict on Financial Performance

To achieve objective 2, the impact of various types of
conflict, including cognitive conflict, process conflict and
affective conflict, on the financial performance of the
organization is analyzed using SPSS by simple linear
regression. The impact of cognitive conflict on financial
performance is shown in Table 4. The influence of cognitive
conflict on financial performance is significant at a 5% level

of significance, with a coefficient of 0.516 and a p-
value of 0.000. Hence, cognitive conflict significantly
and positively affects financial performance. This
confirms the findings of previous research studies in
this area, stating that cognitive conflict which is purely
based on numbers results in a positive outcome for the
organization (Cosier et al., 1991).

Table 4
Impact of cognitive conflict on financial performance - coefficients?
Unstandardized Standardized
Model Coefficients Coefficients T Sig.
B Std. Error Beta
1 (Constant) 4.661 0.229 20.333 0.000
Cognitive Conflict 0.516 0.058 0.486 8.966 0.000

a. Dependent variable: financial performance.

The impact of process conflict on financial performance
is shown in Table 5. The influence of process conflict on
financial performance is not significant at a 5% level of
significance, with a coefficient of 0.054 and a p-value of
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0.518. This shows that in the current research study,
process conflict on its own does not have any
significant strength to either positively or negatively
influence financial performance.
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Table 5

Impact of process conflict on financial performance - coefficients?

Unstandardised Standardised
Model Coefficients Coefficients T Sig.
B Std. Error Beta
1 (Constant) 6.452 0.239 26.984 | 0.000
Process Conflict 0.054 0.083 0.040 0.647 | 0.518

a. Dependent variable: financial performance.

The impact of affective conflict on financial performance
is shown in Table 6. The influence of affective conflict on
financial performance is significant at a 5% level of
significance, with a coefficient of -0.155 and a p-value of
0.013. Hence affective conflict significantly and negatively

influences financial performance of the organization.
This confirms the previous research finding that if the
channel partners blame each other personally, this
hampers the financial performance of the organization
(Amason, 1996; Jehn, 1995).

Table 6
Impact of affective conflict on financial performance - coefficients?
Unstandardized Standardized
Model Coefficients Coefficients [T Sig.
B Std. Error |Beta
| (Constant) 6.939 0.163 42.521  {0.000
Affective Conflict |-0.155  [0.062 -0.153 -2.495 0.013

a. Dependent variable: financial performance.

6.3 Work Relationship As a Mediator between Conflict
and Financial Performance

After finding out the individual influences of cognitive
conflict, process conflict and affective conflict on work
relationship through linear regression to achieve objective 3,
the role of work relationship as a mediator between conflict
and financial performance is studied using Preacher and
Hayes (2004) bootstrapping method via SPSS macros of
Andrew Hayes (Hayes, 2018).

6.4 Conditions for Mediation

According to Baron and Kenny (1986), the first condition
for mediation effect is that the independent variable should
significantly influence the dependent variable. This is
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referred to as total effect and it is denoted by path ¢ in
Figure 1. Next, when the mediating variable is
introduced between the independent and dependent
variables, the independent variable should
significantly influence the mediating variable (denoted
as path a) and the mediating variable should
significantly influence the dependent variable (denoted
as path b). Both these effects are referred to as indirect
effects. Hence, to find out the mediation effect in the
data, both the total effect (path c) and indirect effect
(paths a & b) should be significant.

6.5 Full Mediation and Partial Mediation
When the above conditions for mediation are
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fulfilled, we have to study whether the mediator, M, creates between the independent variable and the dependent
full or partial mediation between the independent variable variable. It provides only a partial reason and another
and the dependent variable. Path ¢’ represents the direct reason has to be examined. When path ¢’ denoting the
effect of the independent variable on the dependent variable direct effect of the independent variable, X, on the
with the controlled presence of a mediator, M. When path ¢’ dependent variable, Y, has become insignificant after
denoting the direct effect of the independent variable, X, on the introduction of the mediator, the type of mediation
the dependent variable, Y, is still significant even after that has occurred is referred to as full mediation. Full
mediator introduction, the type of mediation that has mediation completely explains the reason for the
occurred is referred as partial mediation. Partial mediation relationship between the independent variable and the
cannot completely explain the reason for the association dependent variable (Preacher & Kelley, 2011).

Total effect of X on Y

c

Indirect effect of X on Y

¢

Direct effect of Xon ¥

Figure (1)
Simple mediation model

6.6 Cognitive Conflict Hayes (2004) is used with SPSS macros. The output of
To test hypothesis 4, which focuses on the mediation the test result is given in tables 7-11. The graphical
effect of work relationship between cognitive conflict and representation of the tabulated output is given in
financial performance, bootstrapping test by Preacher and Figure 2.
Table 7
Total effect of cognitive conflict (X) on financial performance (Y) - hypothesis H4

Coefficient | SE t p LLCI ULCI

Constant 4.667 0.2292 20.3333 | 0.0000 | 4.2094 5.1121

Cognitive Conflict | 0.5164 0.0576 8.9661 0.0000 | 0.4030 0.6298

Outcome variable: financial performance ().

- 944 -



A Study on the Positive and Negative Effects of ... A. Ameer Hussain, Suresh Chandra Padhy, Vijayakumar, N.C.

Total effect of X on Y

X > Y
Cognitive c=0.5164 Financial
Conflict p = 0.000 < 0.05 Performance

Indirect effect of X on ¥

M
=1.0228 Work
@ : ’ Relationship b=0.4326
p =0.000< 0.05 p = 0.000 < 0.05
c' =0.0739
p=0.2957 = 0.05
- > Fi ial
chnl.tl\."e Direct effect of Xon Y fnancia
Conflict Performance
Figure (2)

Mediation effect of work relationship on cognitive conflict and
financial performance - hypothesis H4

Table 8
Direct effect of cognitive conflict (X) on work relationship (M) - hypothesis H4
Coefficient SE t p LLCI ULCI
Constant 3.4958 .2581 | 13.5430 | .0000 2.9876 | 4.0041
Cognitive Conflict 1.0228 .0649 | 15.7715 | .0000 .8951 1.1505

Outcome variable: work relationship (M).

Table 9
Direct effect of work relationship (M) on financial performance (Y) - hypothesis H4
Coefficient SE t p LLCI ULCI
Constant 3.1484 .2619 | 12.0205 | 0.0000 | 2.6326 | 3.6641
Cogpnitive Conflict 0.739 0.0705 1.0478 | 0.2957 | -0.0649 | 0.2127
Work Relationship 0.4326 0.0482 | 0.89781 | 0.0000 | 0.3377 | 0.5275

Outcome variable: financial performance (Y).
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Table 10
Direct effect of cognitive conflict (X) on financial performance (Y) - hypothesis H4

Coefficient SE t p LLCI ULCI
Cognitive Conflict 0.0739 0.0705 | 1.0478 | 0.2957 | -0.0649 | 0.2127
Outcome variable: financial performance ().
Table 11
Indirect effect of cognitive conflict (X) on financial performance (Y) - hypothesis H4
Coefficient Boot SE Boot LLCI | Boot ULCI
Cognitive Conflict 0.4425 0.0627 0.3243 0.5678

Outcome variable: financial performance ().

The first condition of mediation is fulfilled, as the total
effect or path ¢, which shows the influence of cognitive
conflict on financial performance is significant, with a
coefficient of 0.5164. The second condition of the indirect
effect (or paths a and b), which shows the influence of
cognitive conflict on work relationship and the influence of
work relationship on financial performance, is significant,
with coefficients of 1.0228 and 0.4326. The indirect effect
of cognitive conflict on financial performance is significant,
with a coefficient of 0.4425 which is a product of path a
(1.0228) and path b (0.4326) of Fig 2. Finally, the model is
checked to find whether there is an effect of full mediation
or partial mediation. Path ¢’, which shows the direct
influence of cognitive conflict on financial performance, is
examined. The direct effect of cognitive conflict on financial
performance, under the controlled presence of work
relationship as the mediating variable is insignificant with a

coefficient of 0.0739. Once work relationship is
introduced as the mediating variable between cognitive
conflict and financial performance, the relationship
between cognitive conflict and financial performance
comes down from significant to insignificant. This
shows that there is a full-mediation effect by work
relationship between cognitive conflict and financial
performance and this is the reason for the relationship
between the two.
6.7 Process Conflict

To test hypothesis 5, which focuses on the
mediation effect of work relationship between process
conflict and financial performance, bootstrapping test
by Preacher and Hayes (2004) is used with SPSS
macros. The output of the test result is given in Tables
12-16. The graphical representation of the tabulated
output is given in Figure (3).

Table 12
Total effect of process conflict (X) on financial performance (Y) - hypothesis H5
Coefficient SE t p LLCI ULCI
Constant 6.4517 0.2391 26.9837 0.0000 59809 | 6.9225
Process Conflict 0.0535 0.0827 0.6471 0.5181 | -0.1093 | 0.2164

Outcome variable: financial performance ().
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Total effect of Xon ¥
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Proce.ss Direct effect of Xon Y Financial
Conflict Performance]
Figure (3)

Mediation effect of work relationship on process conflict and
financial performance - hypothesis H5

Table 13
Direct effect of process conflict (X) on work relationship (M) - hypothesis H5
Coefficient | SE t p LLCI ULCI
Constant 7.3868 0.3294 | 22.4244 | 0.0000 6.7382 8.0355
Process Conflict | -0.0218 0.1140 | -0.1914 | 0.8483 -0.2462 | 0.2026

Outcome variable: work relationship (M).

Table 14
Direct effect of work relationship (M) on financial performance (Y) - hypothesis H5
Coefficient | SE t p LLCI ULCI
Constant 2.9921 0.3135 | 9.5447 | 0.0000 | 2.3748 3.6095
Process Conflict 0.0637 0.0633 | 1.0067 | 0.3150 | -0.0609 | 0.1884
Work Relationship | 0.4683 0.0345 | 13.5924 | 0.0000 | 0.4005 0.5362
Outcome variable: financial performance (Y).
Table 15
Direct effect of process conflict (X) on financial performance (Y) - hypothesis H5
Coefficient | SE t p LLCI ULCI
Process Conflict | 0.0637 0.0633 | 1.0067 | 0.3150 | -0.0609 | 0.1884

Outcome variable: financial performance ().
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Table 16
Indirect effect of process conflict (X) on financial performance (Y) - hypothesis H5

Coefficient Boot SE Boot LLCI Boot ULCI

Process Conflict -0.0102 0.0544

-0.1194 0.0934

Outcome variable: financial performance ().

In this case, the first condition of mediation is not
fulfilled i.e., the total effect or path ¢ which shows the
influence of process conflict on financial performance is
insignificant. Hence, one cannot apply the mediation model
to this relationship. So, there is no need to examine the
indirect effect and the direct effect.

Table 17
Total effect of affective conflict (X) on financial performance (Y) - hypothesis H6

6.8 Affective Conflict

To test hypothesis 6, which focuses on the
mediation effect of work relationship between
affective  conflict and financial performance,
bootstrapping test by Preacher and Hayes (2004) is
used with SPSS macros. The output of the test result is
given in Tables 17-21. The graphical representation of
the tabulated output is given in Figure 4.

Coefficient | SE

t

p LLCI | ULCI

Constant 6.9392 0.1632

42.5212 | 0.0000 6.6178 7.2605

Affective Conflict -0.1554 0.0623

-2.4950 | 0.0132 -0.2780 | -0.0327

Outcome variable: financial performance ().

Table 18
Direct effect of affective conflict (X) on work relationship (M) - hypothesis H6

Coefficient | SE

t

p LLCI ULCI

Constant 8.6121 0.2069

41.6308 | 0.0000 | 8.2047 9.0194

Affective Conflict | -0.5803 0.0789

-7.3503 | 0.0000 | -0.7357 | -0.4248

Outcome variable: work relationship (M).

Table 19
Direct effect of work relationship (M) on financial performance (Y) - hypothesis H6
Coefficient | SE t p LLCI ULCI
Constant 2.5512 0.3456 | 7.3816 | 0.0000 | 1.8706 | 3.2318
Affective Conflict | 0.1403 0.0524 | 2.6794 | 0.0078 | 0.0372 | 0.2434
Work Relationship | 0.5095 0.0374 | 13.6150 | 0.0000 | 0.4358 | 0.5832

Outcome variable: financial performance (Y).
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Table 20

Direct effect of affective conflict (X) on financial performance (Y) - hypothesis H6

Coefficient SE

t p LLCI ULCI

Affective
Conflict

0.1403 0.0524 | 2.6794 | .0078 .0372 0.2434

Outcome variable: financial performance ().

Table 21

Indirect effect of affective conflict (x) on financial performance (y) - hypothesis H6

Coefficient Boot SE | Boot LLCI | Boot ULCI

Affective Conflict -0.2957 0.0574 -0.4144 -0.1889

Outcome variable: financial performance ().

Total effectof X on Y

X
Affective c=-0.1554
Conflict

p=0.0132 < 0.05

. Y '
Financial
Performance

Indirect effect of Xon Y

work

a=-0.5803 Relationship

p = 0.000 < 0.05

¢ =0.1403

p=0.0078 < 0.05

b =0.5095
=0.000 < 0.05

X
Affective
Conflict

Figure (4)

Direct effect of Xon Y

X
Financial
Performance

Mediation effect of work relationship on affective conflict and
financial performance - hypothesis H6

The first condition of mediation is fulfilled, as the total
effect or path c, which shows the influence of affective
conflict on financial performance is significant, with a
coefficient of -0.1554. The second condition of indirect
effect (or paths a and b), which shows the influence of
cognitive conflict on work relationship and the influence of
work relationship on financial performance is significant,
with coefficients of -0.5803 and 0.5095. The indirect effect
of cognitive conflict on financial performance is significant,
with a coefficient of -0.2957, which is a product of path a
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(-0.5803) and path b (0.5095) of Fig. (4). Finally, the
model is checked for the effect of full mediation or
partial mediation. For this, path ¢’, which shows the
direct influence of affective conflict on financial
performance is examined. The direct effect of affective
conflict on financial performance under the controlled
presence of work relationship as the mediating variable
is significant, with a coefficient of 0.0078. Once work
relationship is introduced as the mediating variable
between affective conflict and financial performance,
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the relationship between affective conflict and financial
performance is still significant. This shows that there is only
a partial-mediation effect by work relationship between
affective conflict and financial performance, and this is the
reason for the partial relationship between the two.

7. Managerial Implications and Conclusion

In this research paper, the influence of the different types
of conflict based on their nature, including cognitive
conflict, process conflict and affective conflict, on the
financial performance of the organization has been discussed
and analyzed in detail from the data that was collected from
industrial pump distributors. Objective 2 which links the
influence of conflict with financial performance has been
achieved by using hypotheses H1, H2 and H3. Objective 3,
which examines the role of work relationship as a mediating
variable between conflict and financial performance has
been achieved using hypotheses H4, H5 and H6. As an
outcome of the study, it can be concluded that generally,
cognitive conflict results in a positive outcome. It
significantly impacts the financial performance of the
organization, affecting its top line and bottom line. This type
of conflict is referred to as a functional conflict. Hence, it is
highly recommended that both pump manufacturers and
pump distributors have to restrict their conflict at work only
to cognitive conflict, where they fight with each other only
for achieving the target to attain mutual benefit. Our findings
also report that process conflict does not significantly affect
the financial performance of the organization in any way. It
neither has a positive effect nor a negative effect. Hence,
managers of channel partners need not to worry in case when
they are experiencing any process-related conflict at work.
The best approach would be to convert process conflict into
cognitive conflict, so that it can have a positive impact on the
sales and profitability of the organization. Affective conflict,
on the other hand, has a significant negative influence on the
financial performance of the organization. It can be
categorized as a dysfunctional conflict. Hence, channel
partners need to avoid this type of conflict and should avoid
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attacking each other personally.

Our research confirms the findings of previous
studies on conflict management stating that whenever
the decision is taken based on a task, the quality of the
decision improves and the commitment of the team
members improves, resulting in satisfaction among the
team members, whereas if the decision is taken from
an individual perspective, the decision quality,
commitment and satisfaction among the team members
decline (Amason. 1996; Jehn. 1994). If the conflict is
programmed and channelized properly, it will lead
managers to challenge, criticize, and review the task-
oriented viewpoints and will come out with various
quality alternative ideas (Cosier & Schwenk, 1990).
Therefore, the top-management team needs to
encourage cognitive conflict and discourage affective
conflict for diverse viewpoints and high-quality
decisions (Parayitam & Dooley, 2008).

The role of the work relationship as a mediator
between the type of conflict and the financial
performance of the organization is also studied in this
research work. It acts as a full mediator between
cognitive conflict and financial performance, which
completely explains the reason for the relationship
between the two. The research study also indicates that
work relationship does not have a mediation effect
between process conflict and financial performance.
Moreover, the work relationship acts as a partial
mediator between affective conflict and financial
performance which partially explains the reason for the
relationship between the two. Hence, work relationship
between pump manufacturers and pump distributors
acts as a crucial variable, especially during cognitive
conflict and affective conflict which influence the
financial performance of the organization. So, channel
partners need to work on improving work relationship
among them at the workplace, as it is the root cause of
the healthy relationship between the type of conflict
and the financial performance of the organization.
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8. Limitations and Scope for Further Research

The outcome of this study is applicable only to channel
conflict environments in the pump industry and cannot be
generalized to other industries without any empirical
evidence. In this study, due importance is given to work
relationship as a mediating variable. In further studies, work
relationship can be considered as a moderating variable
along with the different types of conflict and their impacts
on channel performance can be studied. In this research, the
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