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Introduction

• TCE in its basic form is a static concept Williamson answers to this 
critique in 1991 Shift Parameter Framework

• Recent theoretical papers call for a combination of alternative approaches 
explaining firm behavior; furthermore, specificity itself is a decision variable 

Positioning-Economizing Perspective

Industry context:

• LNG industry has reached maturity during the last decade, very dynamic 
market with global mergers, strategic partnerships, VI, but also non-
integrated “tolling facilities” being common practices

• Asset specificity lies downstream

• Unit of analysis: integration into midstream shipping along the LNG value 
added chain
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Linking Porter and Williamson
Asset Specificity Being an Endogenous Variable

• Empirical work provides strong support for TCE, but generally does “not 
explore how the make or buy decision for a single transaction fits into a 
firm’s overall strategy” (Nickerson, 1997)

• Positioning-economizing perspective: decisions regarding market position, 
resources, and governance mode are interdependent

Proposition 1: NOCs should rely on less idiosyncratic assets than 
companies following a flexibility strategy; which in turn should rely on less 
idiosyncratic assets than chain optimizers.

Proposition 2: The higher the share of idiosyncratic (downstream) assets in 
the portfolio of an LNG firm, the higher should be the probability of vertical 
integration along the LNG value chain.

• According to Williamson’s discriminating alignment hypothesis, we derive:
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Shift Parameter Framework
An Application to the LNG Industry Discussing TRUST as a Shift Parameter

• Inter-organizational trust should attenuate the incentives to behave 
opportunistically

• Presence of trust should enhance information exchange, support conflict 
resolution and decrease TAC

Proposition 3: An increase in the level of trust between upstream and 
downstream players in the LNG industry should support the substitution 
of vertical integration in favor of less hierarchical governance modes.

Figure:

• Governance costs change disproportionally

• Basic model:

• Model including trust:
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Data

• Unique global dataset 

(including amongst 
others information on 
ownership structures 
and trade relationships 
along actual LNG value 
chains)

• 237 corporate specific 
value chains 

(131 Atlantic Basin and 
106 Pacific Basin trade)
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Methodology

• 1st step: Simple Probit model explaining VI

• 2nd step: Simultaneous equation model linking Porter and Williamson and 
accounting for the endogeneity of SPEC

• Both models are estimated i) without and ii) with the shift parameter
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First Results and Conclusions
Simple Model Explaining VI

• Specificity seems to 
decrease the likelihood of 
VI, so does uncertainty

• Specific investments in 
the presence of 
uncertainty result in a 
strong motivation to 
integrate

• There seem to be no 
regional differences

• Vertical integration has 
become more common

• Larger companies are 
more integrated (financial 
strength?)

• The higher the level of 
trust, the more likely are 
less hierarchical 
governance modes
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First Results and Conclusions
Simultaneous Equation Model (SPEC as endogenous variable)

• Proposition 1 can be confirmed

• Statistically significant exogenous 
variables provide some interesting 
findings

• Proposition 2 can be confirmed

• Control variables show similar results to the 
simple Probit model

• Proposition 3 can be confirmed

Limitation of the study: Since we are not able to measure TAC or performance on a 
transaction level we cannot test for structural equations derived from theory.

Chair of Energy Economics and Public Sector Management
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Backup
Linking Porter and Williamson

Nickerson, Hamilton and Wada (2001)
• Link Porter’s strategic positioning framework and Williamson’s TCE 

• Application to the international courier and small package service in Japan

• Assumptions underlying both theories are not contradictory; theories have a 
consistent unit of analysis: the value chain and transactions (unbundled value chain)

• “Proposition 1: For each IC&SP transportation segment, document specialists rely on more 
idiosyncratic IT than that used by full-service couriers, and full-service couriers rely on more 
idiosyncratic IT than that used by package specialists.”

“Proposition 2: The greater the idiosyncrasy of IT in any particular IC&SP transportation 
segment, the greater the likelihood of integration.”
“Proposition 3: Vertical integration into any of the 
three transportation segments reduces delivery time.”

• Three-stage, reduced form, endogenous 
self-selection model

• Results support that choices of market position, 
resource profile and organizational form are 
interdependent and endogenous 
(reinforce one another)


