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The Direction of Causality Between Supply 
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ABSTRACT

Awidely-acceptedmeasureofsupplychainexcellenceistheSupplyChainTop25Listpublished
annuallybyGartnerResearch. It evaluates firms from fivequalitydimensions: returnonassets,
inventoryturns,revenuegrowth,peerevaluation,andGartneropinion.However,subjectivevotingby
industrialexpertsandGartnerconsultantsarelikelytobeinfluencedbyfinancialmarketvariables,
suchasafirm’smarketvalue,alpha,beta,andmarketreturn.Thisarticleinvestigateswhetherthe
Gartner list is a true reflectionofa firm’sSCMexcellenceandhowmarketvariablesaffect the
Gartnerlist,especiallyitssubjectivequalitydimensions.Correlationandregressionanalysisshow
thattheGartnerlistislargelyaffectedbyafirm’smarketvalueandalpha,butisnotassociatedwith
thefirm’sbetaandmarketreturn.Moreover,theGartnerlistisinfluencedbyafirm’spriormarket
information,butisnotcapabletopredictitsfutureperformance.
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INTRODUCTION

Supplychainmanagement(SCM)hasattractedsubstantialattentionacrossvariousindustriesduring
thepastdecades.AccordingtoShi&Yu(2013),SCMwasviewedbymanycorporateexecutives
asastrategicallyimportantenablerofbusinesswithsignificantimpactsonbothaccounting-and
market-basedperformance.AhighreputationinSCMnotonlystimulatesinvestorconfidence,but
alsofacilitatesfirmstogetaccesstolowercostsofcapital.Severalstudieshaveshownthatafirm’s
excellentSCMiscloselyrelatedtoitsfinancialsuccessbyinfluencingthreeofitsmajordrivers:
revenue,operatingcostsandworkingcapital(Christopher&Ryals,1999;Ellingeretal.,2011).

Awidely-acceptedSCMexcellencesurveyistheSupplyChainTop25List(“theGartnerlist”),
whichispublishedannuallybyGartnerResearch(formallyAMRResearch)topromoteSCMawareness
anditsimpactsonbusiness.PrimarilyderivedfromamasterlistofFortuneGlobal500,theGartner
listisrestrictedtothemanufacturingandretailingsectorsandexcludescertainindustries,suchas
financialservices,insurance,energy,transportation,construction,andcommunications.Specifically,
theoverallcompositescoreiscalculatedbasedonfivequalitydimensions:industrialpeerevaluation,
Gartnerexpertopinion,3-yearweightedreturnonassets(ROA),inventoryturns,and3-yearweighted
revenuegrowth.Theweightsusedforeachdimensionareslightlydifferentyearbyyear.Forexample,
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theweightsusedinyear2011are25%,25%,25%,15%,and10%,respectively.Startingfromyear
2016,acorporatesocialresponsibility(CSR)scorewasaddedasthesixthdimension,thuschanging
theweightsto25%,25%,20%,10%,10%,and10%,respectively.Allthescoresarethennormalized
ontoa10-pointscaleandaggregatedintooneSCMcompositescore.Asthefirstandonlypublicly
availablereputationindexdedicatedtoevaluatingSCMexcellence,theGartnerlistiswidelyadopted
inrecentempiricalSCMresearch(Ellingeretal.,2011,2012;Swinketal.,2010).

Instrategicmanagement,itiswellknownthatmanagementreputationindexes,suchasFortune’s
“100mostadmiredcorporation”and“100bestcompanies toworkfor inAmerica,”arestrongly
associatedwithfinancialperformance(Fulmeretal.,2003;Flanagan,etal.,2011;Brown&Perry,
1994).Therefore, theremayalsoexista“performancehalo” in theGartner list,whichblurs the
distinctionsamongcertainqualitydimensionsduetostrongoverallimpressions.Inotherwords,is
thecompositescoreintheGartnerlistagoodmeasureofSCMexcellence?DoesSCMexcellence
leadtostrongfinancialoutcomes,orviceversa?

ThispaperaimstoaddresstheseresearchquestionsbycloselyexaminingtheGartnerlistunder
theframeworkinstrategicmanagement.Morespecifically,itmakescontributionstotheliteraturein
threeperspectives.First,itanalyzesthecorrelationsbetweenqualitydimensionsoftheGartnerlist
sothatresearcherscanbetterunderstandtherelationshipbetweensubjectiveandobjectivemeasures
intheGartnerlist.Second,byfollowingtheresearchstreamofMcGuire,Schneeweis,&Branch
(1990)andBrown&Perry(1994),itextendstheresearchscopeofSCMexcellencebyinvestigating
theimpactsofmarketvariablesonthecompositescoresandsubjectiveevaluationsintheGartner
list.Last,butnotleast,thisstudyexamineswhethertheGartnerlistisagoodindicatorofafirm’s
futuremarketperformanceandriskexposure.Theresultsinthisperspectivecanhelppractitioners
betterunderstandstrategicvaluesofSCMexcellence.

Thereminderofthispaperisorganizedasfollows.Thenextsectionreviewsrelevantliterature
in corporate reputationand supply chainmanagement.The third section laysout the theoretical
backgroundandproposesseveralresearchhypotheses.Extensivecorrelationandregressionanalyses
areconducted in the followingsectionand the resultsarealsodiscussed. In the last section,we
concludethepaperandpointoutfutureresearchdirections.

LITERATURE REVIEw

Therehavebeenextensiveinterestsinliteraturetoexaminetherelationshipbetweenfirmreputation
andfinancialperformance.Mostofstudiesfocusonitsexistenceandmechanism,whichdisclose
howfirmreputationmakescontributionstofinancialperformance,ifany.Althoughageneralwisdom
indicatesthatfirmreputationisanintegratedpartofintangibleassetstogaincompetitiveadvantages,
itscontributionandfunctionalitytofinancialperformanceevokedintensedebatesanddivergentviews
withintheSCMcommunity.

Somestudieshavesuccessfullyestablishedpositiverelationshipsbetweenfirmreputationand
financial performance based on a resource-based view (RBV), which indicates that a firm with
uniqueandinimitableresourcesmaypossesscompetitiveadvantageandachievesuperiorfinancial
performance. Based on Fortune Magazine’s American’s Most Admired Corporations data from
1984to1998,Robert&Dowling(2002)findthatfirmswithrelativelygoodreputationareableto
persistentlymaintainsuperiorfinancialoutcomes.Usingreputationaldatafromalarge-scalesurvey
of30largestGermanfirms,Eberl&Schwaiger(2005)investigatetheeffectofcorporatereputation
onfuturefinancialperformance.Specifically,theydecomposetheconceptofreputationintocognitive
andaffectivefactors.Aftercontrollingforpastperformance,theyfindthatthesetworeputational
dimensions affect the financial performance in different ways. While the cognitive component,
similartotheoneusedinRobert&Dowling(2002),makespositivecontributiontofuturefinancial
performance,theaffectivecomponenthasanegativeimpact.
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However,notallthestudiessuccessfullyrecognizetherelationshipbetweenfirmreputationand
financialoutcomes.BasedonAustralianreputationindexknownasRepuTex,Inglisetal.(2006)
findnocausalrelationshipbetweenfirmreputationandfinancialperformanceineitherdirection.
However,theypointoutthat,ratherthanchallengingthecommonwisdomregardingthefinancial
impactsofcorporatereputation,theirstudyactuallycastsdoubtsonthevalidityofRepuTexand
callsformorereliablemeasuresofcorporatereputation.Inanotherstudy,Rose&Thomsen(2004)
usereputationaldatafromaDanishbusinessjournaltoinvestigatethecausalrelationshipbetween
firmreputationandfinancialperformance,particularlythemarket-to-bookratio.Theyfindthatfirm
reputationdoesnotimprovefinancialperformancewhereaspastfinancialperformancehasapositive
impactonfirmreputation.

InSCMarea,previousempiricalstudiestendtofocusonrelationshipbetweencertainaspectsof
SCMexcellenceandfirmperformance.Forexample,Chenetal.(2004)applystructuralequationmodel
toidentifypositivelinksbetweenstrategicpurchasing,supplymanagement,customerresponsiveness,
andfinancialperformance.Byexamining inventorydataof largeU.S.manufacturingcompanies
between1981and2000,Chenetal.(2005)findthatlong-termstockreturnsarepositivelyassociated
withinventorylevels,butlowestinventoryleveldoesnotnecessarilybringinsignificantreturns.
HendricksandSinghaldevelopedaseriesofempiricalstudiestoexaminethefinancialimpactsof
supplychaindisruptions,suchassupplychainglitch(Hendricks&Singhal,2003,2005),product
introductiondelay(Hendricks&Singhal,2008),andexcessinventory(Hendricks&Singhal,2009).
Ingeneral,theyfindstatisticallysignificantnegativemarketreactionstotheannouncementsofsupply
chaindisruptions.Inaddition,Hendricks&Singhal(2014)showthatlong-termequityvolatilityis
significantlyrelatedtoallthreetypesofSCdisruptions.

Therefore,severalstudiesadopttheGartnerlistasa“unifiedproxy”ofSCMcompetency
(Johnson&Templar,2011)toexamineitsrelationshipwithfirms’financialperformance.From
apractitioner’sperspective,Swinketal.(2010)combinetheGartnerlistandotherdatasources
toidentifyleadingSCMfirmsinvariousindustriesandinvestigatetheirfinancialperformance.
They find that the leading SCM firms significantly outperform comparable companies in
almostalloperationalandfinancialmetrics.Theaveragemonthlystockreturnsoftheleading
SCMfirmsarealsosignificantlyhigherthantheirclosecompetitors.Theysuggestthatsome
performancemetrics,suchasROA,SG&A/sales,andworkingcapital/sales,bemostpowerful
indicators todifferentiate the leadingSCMfirmsfromtheir rivals.Ellingeretal. (2011)use
subjectivecomponents(peelevaluationsandGartneropinions)inthe2007-2009Gartnerlists
toexaminehowSCMreputationisrelatedtothefirm-levelfinancialhealth,whichismeasured
by Altman’s (1968) Z-score statistic. The empirical results demonstrate that the top SCM
firmshavesignificantlyhigherAltman’sZ-scorethanclosecompetitorsandindustryaverages.
Usingsimilardatasetsfromthe2007-2010Gartnerlists,Ellingeretal.(2012)identifypositive
relationshipbetween topSCMfirmsandcustomersatisfaction rates,whicharemeasuredby
AmericanCustomerSatisfactionIndex(ACSI).Meanwhile,theyfindthattopSCMfirmsexhibit
higherlevelofshareholdervaluethantheirrespectivecompetitors.

It is worth noting that there are several limitations in the current literature regarding the
relationship between SCM excellence and financial performance. First, current studies only use
limiteddatafromtheGartnerlist.AllthenewdataintheGartnerlistafter2010isneverusedinthe
study.Inaddition,somestudies(Ellingeretal.2011,2012)onlyusesubjectivedimensionsfromthe
Gartnerlisttoavoidconfoundingeffectsoffinancialinformation.Asaresult,alotofmeaningful
informationintheGartnerlisthasbeenlost.Second,themeasurementsusedincurrentstudiesmay
notappropriateforfullycapturingtheinfluencesofSCMreputation.Forexample,asacomprehensive
measureoffinancialhealth,Z-scoreiswidelyemployedtopredictbankruptcylikelihood,ratherthan
intangiblefinancialbenefitsanditsoveralleffectsonfinancialmarkets.Third,bycomparingthepast
performanceofSCMleaderfirmstothatofcompetitorfirmsandindustryaverages,itfailstoprovide
forward-lookingindicationontheimpactsofSCMreputationinfinancialmarkets.



International Journal of Operations Research and Information Systems
Volume 10 • Issue 2 • April-June 2019

57

Inasimilarframeworkasourstudy,McGuireetal.(1990)examinedataonperceptions
offirmqualityfromFortunemagazine’sannualsurveyoncorporatereputationandfoundthat
theyareinfluencedbytheirfinancialperformanceandriskmeasures.Moreover,perceptions
of firm quality are more closely related to prior financial performance, but provide little
informationtoindicatefutureperformance.However,twodistinctdifferencesexistbetween
McGuireetal.(1990)andthecurrentstudy.First,Fortunemagazine’scorporatereputation
data is constructed mainly by subjective evaluations on various firm quality dimensions
fromthousandsofcorporateexecutivesandanalysts.Asaresult,thereputationmeasuresare
heavilyinfluencedbypreviousfinancialoutcomesandBrown&Perry(1994)havetopropose
amethodtoremoveso-called“haloeffects”beforetheycanbeusedinotherresearch.The
Gartnerlist,ontheotherhand,ismorebalancedbycomprisingoftwosubjectiveandthree
objective measures, thus potentially reducing the “halo effects” as shown in the following
correlationanalysis.Second,bothMcGuireetal.(1990)andBrown&Perry(1994)focuson
firms’accountingmeasuresandmarket risks,but fail to recognize the importanceofother
marketvariables,suchasmarketreturns,marketcapitalization,andevenmediaexposure.By
includingthesevariablesinthestudy,thispaperfurtherinvestigatestherelationshipbetween
corporatereputationandfinancialperformance.

Research Hypothesis
SincetheevaluatorsoftheGartnerlistarelikelyinfluencedbyfinancialmarketinformation,
thecompositescoresintheGartnerlistmaynotbeatruereflectionofSCMexcellence.In
order to address this concern, our research hypotheses are designed as follows. The first
hypothesisistoexaminewhetherthecompositescoreoftheGartnerlistishighlycorrelated
withitsfivequalitymeasures.Asamatteroffact,threeofthem,ROA,inventoryturns,and
revenuegrowth,arecommonlyusedtomeasurecorporatereputationintheliterature(Brown
&Perry,1994).AsMcGuireetal. (1990)pointout, revenuegrowthandoperating income
areseldomsignificantlyassociatedwithreportedqualitativeperformanceindexes.Therefore,
ourfirsthypothesisstates:

H1:IntheGartnerlist,correlationsbetweenthecompositescoreandfivequalitydimensionsare
moderatetolow.

Ontheotherhand,itiswellknownthatanysubjectiveratingisinevitablysubjecttoexternal
influences. In this sense, market-based financial variables, including both performance and risk
measures,mayplayamoreimportantrolethanaccountingmeasuresfordeterminingfirmqualities.In
addition,marketvariablesaresupposedtobemorereliableandtrustfulthanself-reportedaccounting
measuresintermsofmanagerialmanipulations.Theevaluatorsarelikelytocastafavorablevote
becauseofafirm’simpressivemarketinformation,ratherthanitsSCMexcellence.Consequently,
thevotingresultsoftheGartnerlistareexpectedtobeimpactedbyseveralmarketvariables,suchas
marketvalue,Alpha,Beta,andtotalstockreturn.

Marketvaluecanbefoundbymultiplyingthecurrentstockpriceandthetotalnumberofshares
outstanding.Thelargerafirm’smarketvalue,themorefavorablepressandanalystcoverageitislikely
toreceive.Mediaandanalystcoveragehelptospreadgoodwordsaboutitsproductsandservicesto
awideraudience,includingSCMprofessionalsandconsultants.Therefore,marketvalueisusedas
anapproximationofmediaexposureinthisstudyandisexpectedtohavesomepositiveeffectsona
firm’sSCMreputation.Therefore,thesecondhypothesisisasfollows:

H2: A firm’s market value is positively associated with the SCM composite score and
subjectiveevaluations.
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Alphaisahistoricalmeasureofastock’sreturncomparedtorisk-adjustedexpectedreturnin
market.Itcanbeusedasanapproximationofstockabnormalreturnundercertainmarketconditions,
oravariableformeasuringrelativestrengthofafirm’sstocktoitscompetitors.Similarly,total
stockreturniscalculatedasthepricechangeintheprioryearplusanydividendspaid,divided
bytheoriginalpriceofthestock.Itisusedasavariabletorepresentnetgainofafirm’smarket
performance.Itisexpectedthathigherreturn,nomatteritisnetgainorrelativestrength,willcreate
momentumstocksandthereforeispositivelyattributedtoafirm’sSCMreputation.Therefore,the
nexthypothesisiswrittenas:

H3: A firm’s Alpha value and total stock return are both positively associated with SCM
compositescore.

Equally important, whether SCM excellence provides any indication on superior market
performance in the following year is of interests in many previous studies. Unfortunately, the
conclusions are somewhat ambiguous and unconvincing in the literature. By constructing the
nexthypothesis,weaim to investigatewhethera firm’s inclusionof theGartner list results in
subsequentimprovedmarketperformanceandriskexposure.Weexpectthattheevaluatortends
tobeonlyinfluencedbyafirm’spriormarketperformance,butshallnotbeabletopredictany
changeinmarketperformance(Rose&Thomsen,2004;Shi&Yu,2018).Therefore,thehypothesis
isdescribedasfollows:

H4:ThesubjectivemeasuresandcompositescoreoftheGartnerlistaremorecorrelatedwithafirm’s
priormarketperformancethanitssubsequentperformance.

Severalriskfactors,suchasbeta,totalvolatility,andsystemrisk,arealsoincludedinthemodel
tostudystockvolatility.Sinceapreliminarycorrelationanalysisshowsahighcorrelationbetween
theseriskfactors(higherthan0.80),weonlykeptBetainthemodelinordertoavoidmulticollinearity
conundruminregressionanalysis.Bymeasuringhowastockmovesversusabenchmarkindex,Beta
isoftenusedasanindicatorofafirm’sriskexposure–ahigherBetaimpliesariskierinvestment.
Therefore,thelasthypothesiswearegoingtoexamineis:

H5:Afirm’sBetavalueisnegativelyassociatedwiththeSCMcompositescore.

DATA ANALySIS

Data
TheannualGartnerlistsfrom2007to2015arecollectedfromtheGartnerwebsite.SinceGartner
hasaddedCSRscoreasthesixthcategorysince2016,themostrecentyeardataisnotincludedin
thissectiontokeepanalysisconsistent.IfafirmisvotedtobeontheGartnerlistinaparticularyear,
itsthree-year(preceding,current,andfollowing)financialinformationandstockpricesareretrieved
from the COMPUSTAT and CRSP databases, respectively. It is worth noting that the complete
marketinformationofseveralfrequentwinnersintheGartnerlists,suchasSamsungandH&M,is
notavailableinthedatabases.Asaresult,174firm/yearswereincludedintheanalyticalprocess.The
relationshipbetweentheGartnerqualitydimensionsandfirms’marketinformationareexaminedby
correlationandregressionanalysis.

Regression Analysis
Whilethecorrelationanalysisclearlydemonstratestherelationshipsbetweenanypairofvariables,
regressionanalysisisexpectedtoprovidemorecomprehensiveunderstandingregardingthemarket
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variables andperceptionof supply chain excellence. In this section, three regression studies are
conductedandtheirresultsarepresentedinthreecorrespondingpanelsofTable2.

Correlation Analysis
Acorrelationanalysisnotonlyindicatestherelationshipbetweeneachpairofvariables,butalso
providesuseful insights to the following regressionanalysis.Thecorrelationanalysis resultsare
presentedinTable1,whichincludesfourpanels.Thefirstpanelexaminestherelationshipsbetween

Table 1. Correlation matrix of the Gartner list and market variables
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Panel1:
GARTNER

Peer 1

Gartner .634** 1

ROA -.315** -.325** 1

Revenue .246** .153* .059 1

Inventory .206** .097 .063 .102 1

Score .742** .704** .062 .453** .444** 1

Panel2:
CurrentYr

MarketValue .656** .432** .132 .377** .187* .647** 1

Volatility -.040 -.060 -.029 .445** -.032 .065 -.140 1

Beta -.217** -.136 .094 .301** -.076 -.039 -.217** .850** 1

Alpha .329** .054 .020 .525** .338** .409** .238** .176* -.039 1

SysRisk .045 -.010 -.055 .505** .003 .156* -.103 .945** .726** .260** 1

Return .182* .000 -.028 .190* .110 .216** .202* .132 -.057 .375** .175* 1

Panel3:
PreviousYr

MarketValue .702** .458** .087 .172* .397** .667** 1

Volatility -0.071 -0.094 -0.06 -0.05 .409** 0.036 -.171* 1

Beta -.265** -.173* 0.008 -0.099 .300** -0.095 -.264** .837** 1

Alpha .284** 0.051 0.056 .267** .371** .363** .300** 0.003 -.188* 1

SysRisk 0.021 -0.017 -0.067 -0.011 .466** 0.141 -0.104 .944** .692** 0.111 1

Return .176* 0.062 -0.066 0.071 0.073 0.067 0.142 0.099 -0.119 .289** 0.124 1

Panel4:
NextYr

MarketValue .607** .428** 0.109 0.132 .288** .565** 1

Volatility -0.075 -0.054 -0.001 -0.027 .440** 0.063 -.221** 1

Beta -.178* -0.131 0.1 -0.057 .281** -0.028 -.248** .864** 1

Alpha .301** 0.1 -0.05 .346** .518** .406** 0.06 .174* -0.059 1

SysRisk 0.02 -0.019 -0.039 0.006 .507** .156* -.205* .945** .732** .279** 1

Return 0.034 0.091 0.017 0.054 0.138 0.113 0.084 .185* -0.016 .264** .220** 1

Note: (1) **: Correlation is significant at the 0.01 level (2-tailed); (2) *: Correlation is significant at the 0.05 level (2-tailed)
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fivequalitydimensionsofSCMexcellence.Overall,thecorrelationanalysisshowsmoderatetolow
interrelationsamongthesequalitydimensions.However,arelativelyhighercorrelation(0.634)is
foundbetweentwosubjectivevotingmeasures,PeerEvaluationandGartnerOpinion.Itindicates
thatindustrialpeerexpertsmaysharesimilarjudgementwithGartner’sconsultant.Inaddition,two
votingmeasuresdemonstrateamoderatelynegativecorrelation(-0.315and-0.325)with3-YearROA,
whichimplieslowassociationbetweenvotingmeasuresandfinancialreturns.Ontheotherhand,
thecompositescoreishighlycorrelatedwithtwovotingmeasures(0.742and0.704),moderately
correlatedwithRevenueGrowthandInventoryTurnover(0.453and0.444),andlowlycorrelated
withweightedROA(0.062).ThisisconsistentwiththefindingsinMcGuire,etal.(1990),which
findthatoperatingincomeandrevenuegrowthhavelittleimpactontheevaluationoffirmreputation.

Thesecondpanelusesthecurrentyearvaluesofseveralselectedmarketvariablestoexaminetheir
bivariantrelationshipswiththeGartnerqualitydimensions.TheresultsshowthatPeerEvaluationand
CompositeScorearehighlyassociatedwithMarketValue(0.656and0.647),soasbetweenSystem
RiskandBeta(0.726).CompositeScoreisalsomoderatelyassociatedwithAlpha(0.409),indicating
thatabnormalstockreturnmaycontributetoimproveafirm’sSCMreputation,orversevisa.

Thepanel3and4areconstructedinthesamewayasthepanel2,butwithfirmdatafromtheprior
yearandthefollowingyear,respectively.Thepurposeofthesetwopanelsistoinvestigatethedifferencesin
correlationsbetweenvarioustestperiods.Morespecifically,wefindthatcurrentyear’sPeerEvaluationis

Table 2. Regression analysis between subjective measures and market variables

Intercept MarketValue Beta Alpha Return Adjusted R2

Panel1:Peer

PriorYear
660.838** 0.004** -181.144 9580.288 181.869 0.523

(5.195) (10.138) (-1.764) (1.701) (1.202)

CurrentYear
590.022** 0.005** -130.45 20731.13* -9.434 0.485

(4.601) (9.24) (-1.345) (3.427) (-0.057)

FollowingYear
468.558** 0.005** -41.122 25372.76** -191.272 0.447

(3.568) (9.117) (-0.448) (4.496) (-1.201)

Panel2:Gartner

PriorYear
219.501** 0.001** -32.04 -1924.944 32.968 0.229

(6.77) (5.754) (-1.224) (-1.341) (0.855)

CurrentYear
196.662** 0.001** -10.002 -52.74 -40.74 0.209

(6.175) (5.783) (-0.415) (-0.035) (-0.997)

FollowingYear
174.717** 0.001** 0.945 1424.408 3.146 0.19

(5.489) (5.423) (0.043) (1.041) (0.082)

Panel3:Score

PriorYear
2.629** 8.02E-06** 0.222 42.741** -0.101 0.504

(11.00) (9.62) (1.153) (4.04) (-0.355)

CurrentYear
2.471** 8.60E-06** 0.267 56.477** -0.053 0.51

(10.722) (9.427) (1.533) (5.194) (-0.181)

FollowingYear
2.335** 9.47E-06** 0.289 70.631** -0.271 0.515

(10.309) (9.432) (1.829) (7.255) (-0.986)

Note: (1) **: Correlation is significant at the 0.01 level (2-tailed); (2) *: Correlation is significant at the 0.05 level (2-tailed)
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morerelatedtolastyear’sMarketValuethanthenextyear(0.702vs.0.607).Itmeansthatpeerevaluatorsare
largelyinfluencedbypriorfinancialperformancebuthavelowercapabilitytopredictfutureperformance.
ThisretrospectivepatternisalsofoundbetweenPeerEvaluationandStockReturn(0.176vs.0.034)and
CompositeScoreandMarketValue(0.667vs.0.565).TheonlyexceptionisbetweenInventoryandAlpha,
whereinventoryismoreassociatedwiththenextyear’salphavaluethantheprioryear’svalue.Althoughit
isnotthefocusofthepresentstudy,ourresultsagainconfirmthecontributionsofinventorymanagement
tofinancialoutcomes,whichisconsistentwiththefindingsintheliterature(Chenetal.,2005).

Inthefirstregressionstudy,PeerEvaluationisregressedonfirms’MarketValue,Beta,Alpha,
andMarketReturn,usingprior,current,andfollowingyeardata,respectively.Thepurposeofthis
regressionstudyistoexaminetheimpactsofseveralselectedmarketvariablesonpeerevaluations
indifferenttimeperiods.ThreeinterestingresultsarefoundfromthePanel1.First,theinfluence
ofafirm’smarketvalueonpeerevaluationisstatisticallysignificantandisquiteconstantacross
differenttestperiods.Asthemarketvalueisapproximatedasmediafocusinthisstudy,wefindthat
thepeerevaluationislikelytobeinfluencedbyafirm’smediaexposureallthetimes,assuggested
byoursecondresearchhypothesis.Althoughtemporaryeffectsmayoccurduetoannualreleaseof
theGartnerlist(Shi&Yu,2018),long-termeffectsarestableoverthethree-yeartestperiod.Second,
bothBetaandMarketReturnarenotstatisticallysignificantinthefirstregressionmodel.Itmeans
thatthepeerexpertsdonotpaymuchattentiontodetailedmarketinformation,suchasvolatility
andstockreturns,whentheyvoteforSCMexcellence.ThisfindingisreasonablebecausetheSCM
expertsarenottrainedasafinancialprofessionalandaresomewhatisolatedfromday-to-dayfinancial
marketinformation.Third,theAlphavalue,whichrepresentsabnormalreturnsinfinancialmarkets,
givesmixingresultsonitsrelationshipwithpeerevaluation.TheregressionresultsshowthatSCM
expertstendtoignorepreviousstockperformancesincethecoefficientofAlphaisnotstatistically
significantintheprioryear.However,itisworthnotingthatthecoefficientofAlphanotonlybecomes
statisticallysignificantduringthecurrentandfollowingyear,butalsoimposeslargerimpactsonpeer
evaluationthanintheprioryear.Lastbutnotleast,wefindthattheadjustedR2decreasesduringthe
three-yeartestperiod(0.523,0.485,and0.447fortheprioryear,thecurrentyear,andthefollowing
year,respectively).ConsideringMarketValueistheonlysignificantvariableintheregressionmodel
fortheprioryear,weconcludethat,whentheyevaluateSCMexcellence,peerevaluatorsaremore
influencedbyafirm’smediaexposurethanmarketperformanceintheprioryear.

ThenweregressGartnerOpiniononthesamesetofvariablesasinthePanel1andtheresults
arepresentedinthepanel2.Comparingtothefirstpanel,anotabledifferenceisthatMarketValue
is theonly significantvariableduring the three-year test period.The results show that in-house
Gartnerconsultantsarenotinfluencedasheavilyaspeerexpertsbyfinancialmarketvariables.At
thesametime,wefindthattheadjustedR2inthepanel2ismuchlowerthaninthepanel1(dropped
fromaround0.5toaround0.2),whichremindsusthatsomeundiscoveredvariablesmaycontribute
toGartnerconsultants’opinions.

ThelastregressioninthisstudyistoregressCompositeScoresonthesamesetofvariables.The
majorpurposeistoinvestigatewhetheroverallSCMexcellencereliesonpriorfinancialperformance
andprovidesagoodestimateforfuturemarketperformance.Threefindingsareworthmentioning
fromthepanel3.First,thecoefficientsofAlphaareincreasingduringthe3-yeartestperiodand
areallstatisticallysignificant.Itsgrowingexplanationpowerindicatesthatthecompositescorein
theGartnerlistaremorecapableofpredictingabnormalreturnsinthefollowingyearthantheprior
year.Second,unlikethedecreasingexplanationpowerinthePeerEvaluationandGartnerOpinion
(panel1and2),theadjustedR2isquitestablethroughoutthe3-yeartestperiod.Morespecifically,
abouthalfofthevariationsinCompositeScorecouldbeexplainedbytheselectedmarketvariables,
especiallyMarketValueandAlpha.Third,similartoPeerEvaluationandGartnerOpinion(panel1
and2),BetaandMarketReturnareagainnotstatisticallysignificant.Itimpliesthatthebothindustrial
expertsandGartnerconsultantsdonotcloselyfollowdailyfinancialmarketinformation,nomatter
whichtimeperiodistested.
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CONCLUSION

BeingawidelyacceptedmeasureforSCMexcellence,theGartnerlistsareusedasvaluabledata
sourcesforvariousempiricalstudies.TheGartnerlistsappliedrigorousprocessestocollectdata
from various sources and well balanced qualitative and quantitative methods to generate SCM
excellencerankings.Asthecorrelationstudyshows,theGartnerlistissignificantlyimprovedfrom
othercorporatereputationindexeswithmoderatetolowcorrelationsamongitsqualitydimensions.
However,likeallrankingsystemsinvolvingsubjectivevoting,evaluatorsarestilllikelyinfluenced
byimplicitmarketinformationduringtheirdecisionprocesses.

Therefore,thisstudyaimstoinvestigatewhetherthecompositescoreintheGartnerlist isa
truereflectionofafirm’sSCMexcellence.Ifnotso,arethereotherfactorsinfluencingthedecision
process?ByinvestigatingtherelationshipbetweenseveralselectedmarketvariablesandtheGartner
qualitydimensions,thisstudyfindthatthecompositescoreislargelyaffectedbyafirm’smarket
valueandalphavalue,butisnotassociatedwiththefirm’sbetavalueandmarketreturn.Inother
words,evaluatorsarelikelytobeimpressedbyafirm’smediaexposureandrelativestrengthtoits
competitors,butarenotmuchconcernedwiththefirm’sdetailedmarketinformation,suchasrisk
levelandabsolutereturn.Inaddition,thecompositescoreintheGartnerlistseemstobeinfluenced
byafirm’spriormarketinformation,butlackstheabilitytopredictitsfuturemarketperformance.

Tworesearchdirectionsareworthmentioningforfurtherexplorationinhisarea.First,this
studyhasnotedthebehavioraldifferencebetweenindustrialexpertsandGartnerconsultants.The
regressionanalysis shows that theexplanationpowerof the selectedmarketvariables ismuch
lowertoGartneropinionthantoPeerEvaluation.Therefore,additionalattributingfactorsapplied
toGartnerOpinionneedtobefurtherstudied.Second,thisstudydoesnotincludetheGartnerlist
dataafter2016,duetothenewadditionofCSRscoretotheGartnersurveyfromthatyear.Since
largerdatasetispreferredinstatisticalanalysis,anovelmethodiscalledtoincorporatethenewest
Gartnerdataintoempiricalstudies.
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