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ABSTRACT

The relationship termination phase has received rather less attention in the literature than other aspects of relationship development. In this article we focus on the stage when the firms involved stop doing business with each other.  We argue that relationship ending is problematic in that, even when trading stops, there still seems to exist a kind of “relationship energy” which continues on, especially in the social bonds that have been created.  We propose a new principle of the “conservation of relationship energy” which states that it cannot be destroyed and that it can only be transformed and transferred to other relationships, manifesting itself in a variety of ways.  “Relationship energy” provides opportunities for the same relationship to be reactivated at a later time, and helps or hinders the formation and continuation of other relationships as this energy travels with people to other organisations and contexts.  The principle is illustrated using three case studies of relationships that have ended, drawn from the IMP2 data base.  The analysis provides new ways of analysing the relationship termination phase as a more dynamic ongoing process and suggests new ways of evaluating relationship outcomes.

1. INTRODUCTION

Research carried out during the past decades show that business relationships often have a tendency to be long-lasting (1, 2(. Studies show further that over the years the involved parties adapt to each other (3, 4( and make different types of investments in the business relationship (5, 6(. This means that the involved parties become more committed to business with each other (7( and that different types of bonds evolve between the parties (6, 8(.

The development and long-term stages (3( or expansion and commitment phases (9( have been studied thoroughly but the dissolution phase is a relatively neglected aspect of business relationships (ibid). This is partly because of the difficulty of studying this phase of a relationship, due to problems in identifying such relationships and interviewing the participants. 

Parties can withdraw from relations at any stage of its development but the most serious issues arise when dissolution occurs after the relationship has achieved an advanced stage of development, involving substantial mutual commitment and adaptation of the parties involved, i.e. Ford's (3( "long term stage" or Dwyer et al.'s (9( "commitment" stage. As Dwyer et al. (10( comment:  "With its potential to scrap dedicated assets, prompt costly legislation, and leave deep reputational and emotional craters, this 'dark side' of interfirm relationships needs research attention." (p. 89)

Previous research tends to equate the dissolution phase with failure, seeing it as the final outcome of a viscous cycle of declining satisfaction, commitment and performance and increasing conflict (9, 11, 12, 13(.  The focus has been on the process of dissolution, the strategies used to disengage and the reasons for firms wishing to end a relationship.  Researcher have drawn on social psychology models of marriage and personal relationship dissolution proposed by Baxter (14( and Duck (15( to portray and understand strategies for relationship disengagement (9, 16(.  

But relationship termination may not be only a symptom of failure and dissatisfaction.  It may be part of a planned strategy by which a firm changes its relationship portfolio as it moves into new markets and responds to changing market circumstances.  For example Low (17( discusses situations in which short term relationships may be mutually deliberately constructed because of uncertainties regarding industry development and other contextual factors. In the computer industry temporary relationships between organisations are formed to take advantage of particular opportunties and to explore new technologies [18].  Turnbull and Zolkiewski (19( describe the way a firm conducted a cost benefit evaluation of its customer portfolio leading to decisions to end some relations, including some which could be viewed as successful long term relations with high levels of commitment and satisfaction and low levels of conflict.  

The focus of attention in this paper is not on the process of dissolution and what caused it, but what happens after trading stops, i.e. when the business relationship can be regarded as ended. We call this phase the "relationship aftermath".  In particular we focus on what happens to the social bonds that have been built up through the relationship or what Dwyer et al. (10( refer to as the issue of the "distribution of the accumulated 'relationship equity'" (p. 90).  

We propose a new principle of "the conservation of relationship energy," which is loosely based on the principle of the conservation of matter in physics.  That principle states that matter cannot be destroyed only moved around and transformed from one form of energy into another.  We argue that the social bonds created over time through a relationship cannot be destroyed (except through neglect) but are transfered and transformed in various ways, manifesting themselves in different relationship contexts.  We use the results of three in-depth case studies of relationship termination drawn from the IMP2 database to illustrate the principle.  

We believe that the re-emergence of the relationship energy accumulated in one relationship in others is a hitherto neglected aspect of business relationships, which requires research attention.  It has important implications for understanding and managing the development and evaluation of business relationships and networks.  

2. RELATIONSHIP AFTERMATH

The concept of relationship termination is problematic.  Ceasing to trade is a common criteria used to decide that a relationship has ended, but studies carried out by Gadde and Mattsson (23( reveal various patterns of trading and non trading over time, which show that firms may cease trading for periods of time but resume trading later.  Even when trading stops completely, other forms of interaction may continue, such as information exchange and other forms of social and business interaction.  Residues of the past may remain in the form of personal relationships and knowledge, which can be taken up later. 

A framework developed by Håkansson and Snehota (20( may be used to analyse the character of on-going business relationships.  Relationships are analysed in terms of three fundamental dimensions: actors, activities and resources and various types of activity links, resource ties and actor bonds evolve over time as the relationship develops.  The content and strength of these links, ties and bonds change over time due to the interactions taking place including economic and non-economic transactions and the parties adapt to each other (ibid., p. 269).  For example, trust and commitment, two central features in relationships, can increase or decrease over time.  When trading stops one form of activity link ends by definition and the resource ties embodied in the product flow stops.  In this sense the activity links and resource ties are "destroyed" when trading stops.  But activity links in the form of social interaction among personnel and knowledge sharing could continue, providing the potential foundation for a subsequent re-emergence of a trading relation.  Furthermore, the activity links and resource ties built up through a trading relationship could shape how the partners respond to subsequent business relations.  Maybe they look for compatible forms of activity links and resource ties depending on how successful the relationship has been.

Actor bonds, including economic, technical, legal, and administrative bonds (6, 8(, also cease to exist when trading stops. However, the social bonds that develop between the people involved in the relationship do not necessarily cease once trading stops.  Once a social bond has been built up between individuals it is impossible to "destroy" because the individuals are, even after they have stopped trading, aware of each other as possible counterparts for the future (cf. 9, p. 15, 20, p. 35(.  Social bonds play an important role in relationships as has been stressed by a number of researchers such as Cunningham and Turnbull [20], Hakansson and Snehota [21], Klint [22] and Turnbull [22] Arujo and Easton [29].  They are a type of non-task relationship, which is person-centred or organisation-centred, and which act as a kind of relationship and network infrastructure (25], social bonds may be activated in the form of economic relations and transactions and in turn are reinforced or weakened through such economic relations and transactions.

Social bonds can be a central element in particular types of trading relations, particularly those involving high levels of personal service such as advertising, market research and law firms. For example, Seabright et al. (26( found in their study of auditor-client relationships that individual attachments attenuated the likelihood of switching from one auditor to another.  Young and Denize [27] found that social relations between firms and their accountants could be strong enough to stop firms switching accountants even when they were guilty of gross incompetence.  In the area of project marketing maintaining extensive contacts among likely subcontractors and principals is an important part of developing ones competitiveness, and these contacts manifest themselves in trading relations only when a particular consortium has successfully bid for a contract (e.g. 27(.  

We propose here that the relationship energy created over time in a business relationship cannot be completely destroyed when a business relationship ends but manifests itself, possibly in new forms, in other relationship contexts.  The main vehicle for this creation, development and transfer of relationship energy is the social bonds created between the personnel involved in a business relationship over time.  Often several individuals from each party have been involved in the business relationship, which means that the relationship energy from one specific business relationship may manifest itself in several new contexts as these social bonds come to play a new role.  

Figure 1 summarizes the basic model underlying our analysis. Relationship energy can be imported into a focal relationship through the social bonds entering the relationship from previous relationships as well as from other relations still in operation.  The personal social bonds built up between people in these other relations can be transferred to (imported into) the focal relationship, if those same people play a part.  In the same way, any relationship energy built up (or diminished) in the focal relation may be exported to subsequent relationships.  These "imports" and ”exports” may be positive or negative.  Positive imports of congenial and trusting social bonds may help to establish the focal relationship more quickly and move it towards a more advanced stage of development.  The mutual trust, goodwill, personal regard and commitment to people in the relationship partner, as well as the knowledge and cooperative habits built up in other relations provides the foundation on which to build the focal relation.  Alternatively, negative imports of conflictual and non-trusting relations may adversely affect the establishment and development of the focal relationship.  The experience of other relations leading to distrust, personal animosity and lack of goodwill make for a weak foundation on which to build a new relationship.  

The model also includes feedback effects in which changes in relationship energy in the focal relationship impact on that of other relations.  Here we refer to the situation where further developments (or destruction) of social bonds in the focal relation may serve to reinforce (or undermine) relationship energy in other relations from which relationship drew energy in the first place.  For example the bad experience of a supplier working with a particular customer may rebound on other relations involving the same personnel. 

Figure 1. The Importing and Exporting of Relationship Energy
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3. METHOD

Case studies regarding three business relationships in which trading has stopped were selected for analysis in order to illustrate and explore the nature of relationship energy transfer and destruction. The cases were taken from a larger sample of 11 cases chosen for in depth study over time from the Swedish IMP2 database [30].  The database was developed from interviews carried out for the Industrial Marketing and Purchasing (IMP) international research project  known as the IMP2 Project.  This is a large scale cooperative research project to study interfirm relations and networks carried out in Sweden, France and Germany.  The 11 cases were selected to represent relations involving different types of industrial products that theory suggests shape the interactions taking place [30].  Interviews were carried out in two waves, the first in 1988-90 as part of the original IMP2 project and the second wave in 1994-5.  The three cases analysed here are the only ones in which trading had ceased between the first and second waves of interviews.

The first interviews were carried out using a standardised questionnaire, developed as part of the IMP2 project.  Swedish suppliers were asked to select one important foreign customer in France or Germany, that they had personal knowledge of.  Subsequently, the foreign intermediary in each relationship was interviewed and in one case the customer was interviewed. 

In the second stage of the research the companies were re-interviewed about the same relation.  The respondents were contacted first by phone. After that one or two personal interviews were conducted regarding the focal relationships. Respondents were asked to describe what had happened in the relationship since the last interview, including such things as changes in ownership and market conditions.  Each interview was tape-recorded, and later transcribed. In addition, company annual reports and product catalogues were obtained.  

The personal interviews lasted from 2 to 6 hours.  In the three cases that are the focus of attention here, the companies involved had ceased trading with each other by the time of the second stage of interviews.  Yet all three, at the time of the first interviews, were perceived to be important and having a good future and each of them lasted at least 7-8 years before trading stopped.  All three involved international business relations and in each of them some type of intermediary was involved.  Two of the cases concern the supply of equipment and one concerns inputs of semi-finished components.  In all cases the names of the companies and products involved have been disguised to preserve confidentiality.

4. THREE BUSINESS RELATIONSHIPS

4.1 Decreased-Trust 
4.1.1 The Startup

The relationship concerned is that between a Swedish supplier of industrial equipment and associated knowhow and its German customer.  The relationship began in 1987, when the customer purchased two million Swedish crowns worth of new equipment.  The German agent used by the supplier was believed to have played a important role in initiating this business relationship. 

The customer operates in a process industry.(??? Virpi any more description here???)  

The supplier is based in Sweden but operates worldwide.  The value of individual sales vary from two to fifty million Swedish crowns, depending on whether totally new equipment is supplied or the customer’s existing equipment is rebuilt.  It has three main products and there is one main competitor for each that also operate worldwide.  The technology of the competitors’ products is similar to the supplier’s.  There are few potential customers each year and almost every sale involves dealing with a new customer and a new country.  About five or six orders are handled a year.  Because of the specialised nature of the equipment and its long life the time between customer orders can be several years.  Consequently, it is costly for the supplier to develop its own sales operation in each country and, with customers spread out all over the world, selling directly from Sweden is difficult.  Therefore they use independent agents in each country to gain new customers.

The supplier began using its German agent in 1986.  The agent is a subsidiary of a Swedish company belonging to another industrial group to that of the supplier.  The agent sells nine different types of equipment on behalf of a number of suppliers to customers in one industry.  According to the supplier's salesman, in 1994 there were seven or eight customers in Germany.  The agent's salesman divided customers into two main types: those that involved a continuous relationship and those which only involved a one-off sale.  According to him the industry was like a small family: “... you always meet the same people and many of them [come] from the same school”.  The agent’s main task is to assist the supplier during the sales phase, which may take one to two years for one order.  During this phase contacts between all three parties can be intensive.  The supplier will visit the customer several times and they learn to know each other well.  The customer ocassionally contacts the supplier directly but, most often, contacts are via the agent. 

The supplier designs the product and makes the offer to a potential customer and the agent is not always involved in meetings concerning technical details.  The supplier also sets prices and takes care of invoicing.  The agent assists when the customer is not paying on time.  While the agent usually is not involved in the installation phase, afterwards the agent keeps in touch with the customer and reports any problems.  If technical problems arises, a specialist from the supplier is usually needed.  The supplier's salesman described the relationship with the customer as folows: ”[A]lthough we call our sales, projects, what we really have are customer relationships. This is so because a plant where the equipment is included never becomes finished.  It lives its own life and develops in different ways.” (translation from Swedish)

4.1.2 The Active Business Relationship

After the first order in 1987 the customer made other minor purchases.  In 1989 the customer planned to rebuild the equipment in its plant and, because the supplier saw this customer as an important bridge for expansion in Germany it was prepared to make considerable concessions to keep the business.  He did not feel, at this stage, that the customer was trying to exploit their cooperative relationship.  This customer was important also for the agent because it accounted for 10% of its sales and bought a range of products.  The customer, on the other hand, did not see the supplier as an important counterpart. 

In 1989 three people from the supplier were involved in the business relationship, two from the agent, and four from the customer.  The supplier and customer met once or twice a year, usually without representatives from the agent.  The agent met with people from the customer about five times per year and from the supplier about once a year.

The supplier saw the agent as an important provider of business information from the customer and as a social link.  The supplier's perception was that personal relations between people from the supplier and customer companies were not excellent and that language differences created problems.  From the customer's perspective the psychic distance to the supplier was larger than to the agent and the agent was important because it was able to smooth out misunderstandings with the supplier.  The customer's cooperation with the agent was described as closer than with the supplier.  They liked dealing with the agent more than with the supplier and personal social relations were better.  The managing director of the agent in 1989 felt that there existed good personal relations both to the customer and to the supplier. 

4.1.3 Trading Stops

The supplier visited the customer several times and made a number of proposals regarding rebuilding the customer's equipment.  At one time the customer cancelled the project but later asked for another proposal.  But in the summer of 1993 the customer rebuilt the equipment on its own.  During the 1994 interview, the supplier’salesman expressed his disappointment that they were contacted before the customer decided to do their own rebuilding and given the chance to lower their price.  He felt that the customer had used his company’s ideas in rebuilding its equipment although, legally, they could not do anything.  This annoyed him, "but one must remember that they were under severe economic pressure” [translation from Swedish].  Also there was overcapacity in the customer's industry and low prices for its products and, in 1991, it was taken over by another Swedish company.  

The supplier believed that the customer would probably buy equipment from them in the future, "now that we have built up a relationship with them”.  However, in the future they would be more careful about handing over technical information, because of reduced trust in the customer resulting from their experience.  Hence we have named this case "decreased trust."

For the agent the customer continues to be one of their biggest.  The salesman at the agent company still visits the customer about once a month and is in contact with them by telephone about twice a week, whereas the supplier does not have any contacts.  The agent continued to work for the supplier in Germany although, during 1994, it has been working mostly on behalf of other suppliers.

4.2 Vanished 
4.2.1 The Start 

A Swedish industrial tool supplier first supplied its German customer in 1965 and none of those interviewed for this case were involved at the beginning.  The supplier used a distributor in Germany to take care of all contacts with German customers until 1989, when it established its own sales subsidiary.  This changed the nature of the relationship with the customer and, from 1989 to 1990, a new product was developed collaboratively with the sales subsidiary and the customer.

The customer is a government-owned company buying various types of tools from the supplier.  The customer’s needs vary over time depending on the application, such that different types of tools are required for different types of projects.  Some tools are standardised and can be ordered from stock, whereas others have to be adapted to suit specific requirements. 

The supplier firm was established in the mid 19th century and has for several decades been manufacturing tools for use in several types of industries.  It is represented through subsidiaries or associated companies in all major markets and is one of the leading companies in its field.  In 1989 it had fifteen main competitors, five of which were operating in Germany.  Its range of products was wider than its competitors.  Before establishing its subsidiary in Germany, the supplier saw itself as having only really one customer - the distributor.  Therefore, afterwards, the situation was quite difficult because the supplier did not have any routines established for selling, marketing or pricing the products.  Previously, all contacts had been via the distributor, which now became one of their competitors.

In 1990 nine people worked in the sales subsidiary and all the salesmen were technicians, able to modify the tools to suit the customers' production processes.  A service person also visited customers when problems occurred.  The salesmen regularly visited important customers’ job sites to see that the tools meet requirements and also they are involved in the development of new products with their customers.  As a result they get to know the important customers well and form strong personal relations.  This is reflected in the way the manager of the technical-development department of the customer described the relationship: ”Our provider is Max [a fictitious name]. When we have a problem at a site we call him, and he comes, and together with our people decide what to do. [...] Max understands our problems [since] he often visits the sites.”  Max, the sales engineer in turn felt that he represented the customer in the sales subsidiary.

In 1989 the supplier’s market share in Germany was about 30% with about 500 customers.  The main customers had  job sites all over Germany as well as in other parts of the world, which means that the sales subsidiary could be involved in delivering tools all over Germany and to other countries.  The customer would also buy tools from the supplier’s representative in other countries where jobs wer located, if the price was right.  Because of this an important task for the salesmen was to negotiate transport prices with customers as this was a significant component of costs.  In 1994 approximately 80 per cent of supplies in Germany were delivered through a European distribution centre located in another country.  Only limited stocks of some spare parts were kept in Germany.
4.2.2 The Active Business Relationship

The supplier began to have direct contact with the customer once the sales subsidiary was established.  In the first round of interviews the supplier and the sales subsidiary interviewees saw the customer as important because of its purchase volume, which accounted for about 10% of total sales in Germany, as well for technological development and as a source of product-technology ideas.  The supplier believed it was very unlikely that the customer would stop buying from them and, if it did, it would have serious consequences for the supplier.  

Two people were involved in the business relationship from the supplier, one from the sales subsidiary, and three from the customer.  The supplier met with the customer twice a year; and the sales subsidiary met them about 18 times per year. In 1990, the customer received 20 deliveries.

4.2.3 Trading Stops

In 1988/9 the customer decreased its purchases dramatically, after which purchases remained at the same level for several years.  The business relationship ended in 1992 when the German government, which owned the customer company, decided to close it down.  One reason for the closure was the high production costs in Germany, which meant that by 1994, the products and services were mainly imported from countries such as Canada.  Only two private companies continued to do this kind of work in Germany. When the customer was closed down, the supplier bought the license to manufacture the product they had developed together.  Many of the people who worked at the customer company moved to new companies and the sales engineer believed that ex-employees from the customer company continued to deal with the Swedish supplier on behalf of the other companies they now worked for in Germany.

4.3 Sleeping
4.3.1 The Start 

This relationship concerns a Swedish supplier of industrial components and its French customer.  The first deliveries were made in 1978 and, according to the managing director of the Swedish supplier, one reason for this was the friendship between a salesman at the Swedish supplier’s French sales subsidiary and a person who had joined the purchasing section of the French firm.  These two people were already good friends before the first delivery was made and both were involved in the business relationship throughout its life.  

The Swedish supplier was established in the mid 19th century and produces standardised product components for large Original Equipment Manufacturers (OEMs) as well sub-suppliers to OEMs.  In the late 80s and early 90s some of the larger OEMs stopped producing the equipment requiring the Swedish supplier’s products and began to buy from sub-suppliers instead.  Hence, by 1995, about 70% of the supplier’s sales went to sub-suppliers, and its components contributed about 20% of the total value of the sub-suppliers’ product.  The focal customer is a sub-supplier to OEMs and also produces components, similar to the Swedish supplier’s products.  During the first half of the 90s, the French customer was taken over three times.  The supplier had a 10% market share in France in 1988 and served about 40 customers.  There were about ten companies competitors.

At the end of the 80s there was intensive price competition among the large OEMs using the type of components manufactured by the supplier.  The reasons included the entry of new firms into the industry and an excess capacity of about 50%.  This affected the focal supplier and its competitors. For example, the supplier had almost 20 competitors in Europe at the beginning of the 80s, but in 1995 there were only six left.  And this part of the supplier’s business was sold to an international group at the beginning of the 90s.

The managing director of supplier believed that the change in ownership had not affected the type of products manufactured or the markets to which they are sold.  In 1995, the supplier still had three manufacturing units in Europe with components of different quality levels being produced.  Its total number of customers in Europe was then 150 out of a potential 500, and about 90 per cent of its customers were the same as in 1989.  The supplier’s goal was to win two new customers during the coming two years.

The product involved is easy to transport and stock and, as a result, up to 80 per cent was delivered directly to customers by the supplier in Sweden.  The subsidiaries and agents carried limited back-up stocks for emergency supplies to customers.  The suppliers stock levels had decreased by 80 per cent since 1990 and  delivery times had decreased from one and two months in 1988, to a matter of weeks in 1990/1 and days in 1995.  Changes in the negotiations with the customers also occurred over this period.  Around 1985 about 90% of discussions with customers concerned commercial matters such as delivery times and prices but, by 1995, 90 % concerned technical questions.  The sales subsidiary generally took care of negotiations with customers located in the same country, although the supplier could become involved in negotiations with important customers. Because personnel in the subsidiaries and agents lack sufficient technical expertise, the supplier offered a rapid response technical back-up service to customers which meant that a serviceman could be on site usually within 24 hours after a request was made. 

In 1995 the supplier engaged a sales subsidiary in France to market its products, that sold only products of the type manufactured by the supplier.  The sales subsidiary was established in 1977 and by 1989 it had 15 employees.  The sales subsidiary took care of all contacts with the French customers with regard to negotiations and invoicing but the products were usually delivered direct from the supplier within 24 to 36 hours of an order being placed..

4.3.2 The Active Business Relationship

In 1988 the marketing manager at the supplier company expected that there would be a rapid increase in sales to the customer and that profitability in the coming five years would be rather good.  At the same time the salesman in the French sales subsidiary expected a rapid increase in purchases from the customer.  Thus, a few years before the business relationship ended, it was seen as a business relationship with a good future.  The supplier saw the relationship with the customer as important because it enhanced the supplier’s image in France as well as being a bridge for further expansion. 

In 1988-9, four people from the supplier were involved in the business relationship, two from the sales subsidiary, and seven from the customer.  The supplier and the customer met about twice a year and a someone from the sales subsidiary always took part.  The managing director of the supplier and the person from the customer who initiated the business relationship had met a couple of times.  The sales subsidiary and customer had about six meetings per year and both the supplier and the sales subsidiary were involved in giving technical assistance to the customer.  About twelve deliveries were made each year to the customer.

4.3.3 Trading Stops

In the early 90s the customer stopped buying from the supplier. The reason was that the customer’s product was radically changed.  Although it was the same type of product, the modified product was aimed at a customer segment that did not need the same level of quality as before.  As a result it could source from suppliers of lower quality components than that of the focal supplier.

The purchaser who initiated the business relationship had by then retired.  However, he does continue to work as a consultant on purchasing matters for another company in France and the Swedish supplier supplies this company, i.e. the customer company is new but not the people involved.

5. ANALYSIS

The three cases reflect different ways in which trading may stop and how relationship energy, in the form of social bonds in particular, is imported into a relation, created or developed in a relation and transferred to other relations.  

In all three it was the customers who stopped buying and not the suppliers who stopped selling.  In Decreased-Trust the customer rebuilt its own equipment instead of buying from the focal supplier as a result of being under severe economical pressure and because it was taken over two years before.  In Vanished it was the customer who closed down on the grounds of production costs being too high.  In Sleeping changes in the customer’s product strategy meant that it was no longer necessary for the customer to buy from the focal supplier

In Decreased-Trust no real relationship energy has been created between the supplier and customer.  The firms had been dealing with each other for seven years (1987-1993) but there had been only one major purchase as well as some small amounts subsequently.  Thus the relationship had not reached a very advanced stage of development with significant commitment or trust on either side.  However, the relation lasted a number of years and expectations of continued trade reflected common perceptions of mutually compatible environmental conditions.  Furthermore, the relationship could be resurrected in the future and may be described as “sleeping”.  

As Figure 1 illustrates the supplier-agent and agent-customer relations continue.  The salesman at the agent company continues to be in contact with the supplier and the customer in more or less in the same way as before.  He visits the customer about once a month and is in contact with them by telephone about twice a week. He also still works for the supplier and keeps contact with the same people in the supplier as before.  Hence very little seems to have changed after the parties stopped trading.  The salesman at the agent company was a central person during the time this business relationship was active, and he seems to continue to be that.

Figure 1. Decreased-Trust Case







X = ended relationship

The existing agent-customer relation, involving several products and frequent personal contacts, together with the agent-supplier relation was the vehicle for establishing the supplier-customer link.  Relationship energy was imported from these other relations and developed in the focal relation.  The ending of the relation did not lead to relationship energy in the form of the social bonds disappearing, as these were already being maintained in other relations between the agent and the customer.  Also, links between the agent and the supplier were maintained with regard to serving other customers.  So here relationship energy was conserved, and even developed through use in the focal relation.

In the Vanished case relationship energy had been created through continual trading and contact since the mid 60s, first through a distributor and then more directly through a sales subsidiary as shown in Figure 2 

Figure 2. Vanished 1965-1988 and 1989-1991
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Also, joint product development had taken place.  This is therefore a mature relation involving commitment and trust and, at the time of the first interview, there were common expectation of continued trading.  It should be noted that the intermediary here is a sales subsidiary not an independent agent with its own links to customers apart from those involving the supplier’s products.  Changes in the market situation of the customer led to it being closed down and relationship energy existed to be transferred.  This appears to have happened, at least to some extent, through the social bonds and contacts reappearing in the context of other customer relationships for the same supplier, as shown in Figure 3.

Figure 3. Vanished 1992-1994






X = ended relation

Many of the customer’s ex-employees continued to work in the same industry, some of them in companies which were customers to the focal supplier.  This is quite natural since the focal supplier was one of the leading companies in its field and competitors were few.  Thus, even though the focal business relationship ceased to exist, the supplier and the sales subsidiary continued to do business with individuals from the ex-customer, who brought with them some of the social bonds created in the focal relation.  Of course, as the customers are new, the role of the sales subsidiary may be different from that in the focal business relationship. 

In the Sleeping case the supplier-customer relationship had existed for a number of years and relationship energy had been established, enabling the relation to survive several ownership changes on both the supplier and customer sides.  In this case we see the ripple effect of changes in relations emerging elsewhere in the industrial network, i.e. the customer’s customers.  The effects of competition and changes in the focal supplier’s customers target customers, with associated production technology shifts, weakened the link with the supplier company.  Competitors producing lower quality components became more attractive and the customer stopped buying from the Swedish supplier, as depicted in Figure 4.

Figure 4. Sleeping 
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The heart of the relationship energy here seems to be in the social bonds between the salesman in the Swedish supplier’s French sales subsidiary and the French customer’s purchaser.  This bond was the social relationship which created the focal supplier-customer relationship in the first place, and energy from this bond was in a sense imported into it.  The focal business relationship served to nurture and develop these bonds adding to the relationship energy.  The French customer could buy from the Swedish supplier in the future, as there is no evidence of a dissolution process involving any obvious cycle of declining commitment and trust.  But the relationship energy in the form of social bond lives on in the context of the relation with another customer company with whom the purchaser is now associated.

In summary, two of the cases (Decreased-Trust and Sleeping) illustrate how relationship energy is imported into the focal business relationship through social bonds.  In Decreased-Trust it is one person, the agent’s salesman, who is the vehicle for transferring relationship energy from pre-existing relationships.  In Sleeping there are two people, the subsidiary salesman and the customer’s purchaser who carry the social bonds into the focal business relationship. When trading stopped in these two relationships, the agent’s salesman in Decreased-Trust  and the subsidiary salesman and the customer purchaser in Sleeping can be said to carry the relationship energy further. In Vanished the customer’s ex-employees can be seen as the carriers of the relationship energy.

6. CONCLUDING DISCUSSION

6.1 Theoretical Implications
In the three cases we see that relationship dissolution is not a process of disengagement due to dissatisfaction but due to external circumstances weakening the logic of the business relation. The relationship energy in the form of personal contacts, bonds and goodwill can be seen to come into a relationship and help start it up, be used and developed in the relationship and passed on.

Obviously we should not make too much from these three cases.  But they do suggest that the relationship dissolution is not a clear cut issue.  We need to augment our analyses of relationship development to include at least two further stages.  First, a stage prior to the relationship beginning in the form of supporting or competing relations which may have aspects of their relationship energy spill over into the focal one in both a positive or negative way.  Second a stage after dissolution, disengagement or sleeping, which we may call relationship aftermath.  Here we need to focus on what happens to the relationship energy and to what extent is it fully conserved and or transformed.  Where and how do the personal and other bonds move to other relations or simply die?  How do the resource ties and know-how developed in the relationship manifest themselves in the future?  Do adaptations in resources and activities made through long term relationships create opportunities or problems in developing subsequent relations?  Is it like two pieces of a jigsaw puzzle that have adapted to each other and then separate only to look for similar matching pieces to form similar links with? Does this help or hinder the future relationship formation and development process? In short, how does relationship history matter in shaping future relationship history?

6.2 Managerial Implications
Several managerial implications arise from our analysis.  Firstly, the need for firms to conduct a relationship energy audit of previous and pre-existing relationships is suggested.  This may reveal hidden resources of knowledge, contacts, goodwill and personal trust that may be of benefit to the firm in developing subsequent relationships and help the firm to understand patterns of change in relations among firms in the industrial networks of which it is a part as personnel move around.  Examples of this type of audit are to be found in certain types of organisations.  Universities often develop alumni associations in order to retain contact with previous students.  These students go on to assume powerful positions in business and government over time which may be of direct benefit to the university in attracting funding, developing relations with government and business and attracting future students, based on the goodwill established during the time the student was studying at the university.  In a similar way firms could conduct their own "alumni audit" which would involve keeping track of where key personnel in their own firm and relationship partner firms move on to and the nature of the experience and relationships involving that person when with the firm.  In addition, the prior relation experience and energy available to the firm through personnel taking up key positions in the firm needs recognition as well.  They may be a source of new supply and/or customer relations as well as other types of relations. Advertising agencies and law firms are particularly sensitive to the business generating potential of new recruits moving from one agency to another or from potential customer organisations.  People moving from important positions in government are also prized by firms who regularly deal with governments as customers and/or regulators.  In the US defence industry for example there has regularly been a movement of personnel from the armed forces purchasing divisions to military equipment suppliers (e.g. 30(.

Another example relates to the development of relations with particular cultural groups in business.  In order to develop better relations with businesses and individual customers from different ethnic backgrounds, Australian banks and other service organisations are conducting personnel audits to identify the ethnic diversity and language skills of their workforce and deliberately recruiting people from particular ethnic backgrounds.  The purpose of this is to recognise the strengths and resources that arise because of the personal and professional contacts and networks of such people, as well as their knowledge, cultural understanding and sensitivity and communication skills (31, 32, 33(.  Another aspect of this is the recruitment of staff from particular ethnic backgrounds to manage overseas offices, such as Chinese-Australians to run offices in China.  Of course, one must also guard against the importing of negative energy into relationships in this way.  Migrants from particular ethnic groups are not necessarily representative of the population of a home country and take on many of the characteristics of their new home culture.  They may be identified with and have contacts with only particular groups or regions in their home country, which may be a source of limited relationship energy and even negative energy due to animosities and cultural prejudices.

The second type of managerial implication relates to the relationship termination process.  There is much discussion in the literature about the development of relations but less on the process of disengagement.   As we noted at the beginning, many studies assume a process of decline and dissolution involving some kind of failure.  Previous research indicates that relationships can vary in their strength, cooperativeness and competitiveness and yet be quite stable (34( and the research reported here as well as other research (17, 18, 23( shows that trading may stop in a relationship for a variety of reasons not just because of decline and failure.  The problem for the firm is how to disengage while retaining any relationship energy built up for potential future use in this or other relations.   Different strategies are likely to be called for depending on the type of relationship established and the nature of the relationship energy created. Arms-length trading relations have no real relationship energy established and only continue if there are repeat orders.  Those that are more long term need more careful attention in order to identify the key holders of relationship energy.  They need to be involved in the process of disengagement.  While trading may cease other forms of personnel interaction may continue and even be encouraged through personal initiatives, social events, round table discussions and regular follow up communication.  The likely future benefits of preserving such relationship energy cannot always be foreseen in some kind of rational calculus of advantage.  Unanticipated opportunities or problems will occur which may arise from the residues of previous relations or may be able to be solved through the activation of previous relationship energy (35(. Introductions can be made, knowledge gained, and trading can recommence. The whole system of guanxi in Chinese business practice refers to the establishment and maintenance of complex webs of personal networks with reciprocal obligations that are used to facilitate business in various ways (36, 37(.  

Obviously more studies are required focusing on the disengagement process under varying relationship situations to identify the types of strategies that do best at preserving relationship energy for future use and ameliorating the effects of negative relationship energy.

The last type of managerial implication concerns the issue of managing relationship succession, when key personnel involved in a relationship move on to other firms, retire or die.  The importance of this can be seen in a case - a long-lasting business relationship (29( - where a central person at the supplier side unexpectedly died. This person, who was the manager at the Swedish supplier’s sales subsidiary in France, and a French customer’s purchasing manager had known each other for more than 20 years and had over time become very good friends. Two years after the death of the subsidiary manager, the Swedish supplier’s sales to the French customer had shrunk to one-third of the earlier level. 

Such successions have to be planned in advance and a gradual change over effected.  Of course the personnel moving on have to be prepared to introduce new personnel to key people in relations to partners and pass on key information and contacts.  This is difficult to do if the person leaves with some animosity towards the firm.  One source of insight might come from a study of the way diplomats are moved to different country assignments and how the transfer of networks, and relationship energy is effected.  

To avoid this type of problem some firms, such as banks, sometimes deliberately rotate boundary personnel such as sales people, and account managers among accounts and regions.  This has the effect of reducing the dependence of any relationship energy on particular personnel but also adversely effects the development of relationship energy in the first place.  As noted before, previous research has shown the role and importance of interpersonal and social relations in developing and maintaining effective business relations is not to be undervalued.  An alternative strategy is to recognise that in industrial markets often many people are involved in developing and sustaining a business relationship, not only sales and purchasing, but general management, engineers and technicians.  To the extent the relationship energy resides in a multiple of personal relationships some redundancy and buffer against unforeseen problems of personnel change can be accommodated more easily.

To conclude, the role and importance of personal relations in business relations goes beyond that of managing existing relations, it is a type of hidden and maybe sleeping resource that deserves more explicit recognition and consideration in the development of a firms relationship portfolio over time and in the evolution of the industrial networks of which it is a part.
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Interviews 

Concerning the Decreased-Trust business relationship
From the supplier side:
Chemical engineer working as seller of the equipment at the supplier company in Sweden, involved in the business relationship since 1987.

Interview with the standardised questionnaire (Swedish supplier version) in May 1989.

Personal interview in May 1994.

From the agent side:
Managing director at the agent company in Germany, involved in the business relationship until 1990.

Interview with the standardised questionnaire (German intermediary version) in 1989.

Technical engineer working as seller at the agent company in Germany, personally involved in the business relationship since 1990, although he has worked at the company since 1985.

Personal interview in July 1994.

From the customer side:
Responsible of service maintenance at the customer company in Germany, involved in the business relationship since 1988.
Interview with the standardised questionnaire (German customer version) in October 1989.

Concerning the Vanished business relationship
From the supplier side:
A person from the Swedish supplier company involved in the business relationship since 1972.

Interview with the standardised questionnaire (Swedish supplier version) in August 1989.

Telephone interview in May 1994.

From the sales subsidiary side:
Responsible for the business relationship at the German sales subsidiary since 1989. This person is now the managing director at a company which belongs to the same group as the focal supplier.
Interview with the standardised questionnaire (English intermediary version) in September 1990

Sales engineer at the German sales subsidiary. This person has not been involved in the business relationship with the focal customer.

Personal interview in July 1994.

From customer side (not the focal one):
This customer is one of the focal supplier's most important customers in Germany.

Purchasing assistant at the customer company.

Manager of the technical department at the customer company.

Personal interviews in July 1994 during a visit, together with the sales engineer, to the customer company.

Concerning the Sleeping business relationship
From the supplier side:
Marketing manager at the Swedish supplier company, involved in the business relationship since 1988. Became the managing director in 1991.

Interview with the standardised questionnaire (Swedish supplier version) in November 1988.

Personal interview in April 1995.

From the sales subsidiary side:
Salesman at the French sales subsidiary, involved in the business relationship since 1978. This person continues to work as a salesman at the subsidiary.

Interview with the standardised questionnaire (French intermediary version) December 1989.
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