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ABSTRACT

Snce the importance of managing relationships has been recognised there has been
considerable conceptual development in relationship portfolio management. However,
very little research has been performed on how practitioners apply this concept. Leek,
Turnbull and Naudé's (2002) model found suppliers and buyers differed in their
emphasis of the methods and information used for relationship management. This paper
builds on the aforementioned model by investigating the similarities and differences of
how auto/electrical manufacturing and financial services suppliers and buyers manage
their relationships. Whilst the majority of financial services suppliers and buyers and
auto/electrical manufacturing buyers combined three methods of relationship
management, formal, documented system, personal judgement, meetings, auto/electrical
manufacturing suppliers used only two. All of the sample thought commitment was an
important variable for managing relationships. Suppliers from both sectors thought
sales volume, profitability and relationship strength were important. Buyers from both
sectors thought “willingness to adapt” and “investment in us’ were important.
However whilst financial services suppliers use cost to serve, auto/electrical
manufacturing buyers suppliers use strategic importance and growth rate. Also, whilst
financial services buyers use technological competence, innovativeness and capability
were important, auto/electrical manufacturing buyers use purchasing volume and
profitability.

INTRODUCTION

Since the early work of the IMP group (Turnbull and Cunningham 1981, Hakansson
1982) there has been widespread recognition of the importance of inter-company
relaionships to competitive success in B2B markets. This has been more recently
recognised in consumer markets with the resulting emphasis on cusomer relationship
marketing.

The origind IMP research was based on dyadic relationships, but theory has recognised
tha suppliers and customers exist in a network i.e. they have an aray of diverse
relaionships they have to manage (Turnbull 1989, Easton 1992). Reationship portfolio
andyss emerged as a tool for andysng and managing a company’s network of



relationships (Fiocca 1982, Campbel and Cunningham 1983, Shapiro e a 1987,
Krgpfd et d 1991, Olsen and Ellram 1997, Turnbull and Zolkiewski 1997). The main
am of these modds was to enable companies to dlocate resources efficiently and
effectivdy to different kinds of reationships A new and deveoping rdationship will
clearly require different resources to a mature and declining relationship (Ford 1980).

Although there has been congderable conceptud devdopment in the aea of
relaionship portfolio management, very little reseerch has been done on how
practitioners apply this concept. Leek, Turnbull and Naudé (2002b) put forward a
generd modd demondtrating how suppliers and buyers manage reationships in terms of
the information used. The am of this paper is to use the modd as a bads for comparing
how suppliers and buyers in the auto/dectricd component manufacturing and financia
sarvices sectors manage their rdationships and to identify if, and why, any differences

exid.

The Use of Relationship Management in Practice

In the current study relaionship management is perceived as the process of efficiently
and effectivey dlocating resources to different kinds of relationships. Companies may
use one or more methods eg. a forma documented system, persond judgement which
are carried out formaly and/or informaly by an individua or a group.

Theory has highlighted the benefits of implementing relationship manegement for both
suppliers and buyers (Fiocca 1982, Campbel and Cunningham 1983, Shapiro et a
1987, Turnbull and Wilson 1989, Krapfd et a 1991, Olsen and Ellram 1997, Turnbull
and Zolkiewski 1997) which would suggest it would be a popular concept that
companies would be keen to implement. However, there is very little information
avalable on the number of companies that have established a reaionship management
sysgem. In the USA Bain & Co.’s (2001) annud survey found only 35% (n=214) of the
companies used customer reationship management. Yu's (2001) survey, dso in the
USA found only 29% (n=1,067) had edablished a customer reationship management
system. Leek, Turnbull and Naudés (2002a) survey in the UK found 69% of the
companies sampled had some form of sysem for managing reaionships. In Europe
there has been a greater emphass in academia on the importance of reationship



management that may explan why the raie of upteke of rdationship management is
consderably higher than in the USA.

Another interesting issue relates to the vaue and operaiond chdlenge of applying
relationship management systems to different sectors, markets and organisations. The
rate of uptake of managerid concepts may vary across indudria sectors not purely
because they are different industrid sectors but because of the varying ratio of products
and sarvices being purchased. For example relaionships may be of greater importance
to service indudtries where predominantly intangible products are being bought and sold
than in manufacturing industries where primarily tangible products are being bought
and s0ld. Yet in a study by Turnbull and Moustakatos (1996a) only one third of the
invesment banks invesigated used a forma methodology to assess the rdationship
potentia of a customer, the rest andysed varidbles informdly and intuitively. Yau et d
(1999) investigated whether manufacturing and wholesdelretail companies were market
oriented or relationship market oriented and they found manufacturing to be more
indined to be rdationship maketing oriented than wholesderetall indusry, i.e
bonding, empathy, reciprocity and trust were more important than traditiond marketing
orientation variables to manufacturing companies.

The Emerging Model

Leek et a (20028) have proposed a model (Figure 1) based on a subgtantid empirica
dudy, as an explanation of how suppliers and buyers approach the management of their
relationships i.e. the methods and information they use for managing reationships.
Essentidly both suppliers and buyers use three methods for managing relationships a
forma, documented system, persona judgement and meetings. These are often used
concurrently to enable information to be gathered from a variety of sources. The
emphasis on each method differs between suppliers and buyers. Buyers generdly found
forma, documented sysems and persona judgement more useful than suppliers who
preferred meetings. Buyers may find it easer to implement a formd, documented
sysem, as they have a number of objective and even quantifiable purchasng criteria
that their suppliers have to meet. The suppliers Stuation is more complex; they have to
satisfy both their customers' needs and their own needs.

A forma sysem provides a relatively objective view of the relationship. Suppliers use it

to assess the sdes and profitability of their relationships whereas buyers use it to assess



More important to Suppliers

technological competence, capability and innovativeness. Suppliers are concerned with
ensuring they are making a profit whereas buyers in addition to their basic product aso
require additional qudlities such as technological competence and innovativeness that
may provide them with grester competitive advantage.

Figurel
Suppliersand Buyers Management of Relationships
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influencing one or both partners. Commitment is important for both parties, suppliers
want to retan their customers and buyers want to avoid the expense of changing
suppliers. Reinforcing the desre to retain customers is the importance of reationship
drength to suppliers. Buyers may want a physca demondration of ther suppliers
commitment to them that may be shown through their willingness to make adaptations.
Contextud variables take into account company leve vaiadbles and business
environment variables.

Company levd variadles include activities outsde the norm of the reationship eg. a
buyer may usudly order a product which is a draght rebuy but on an exceptiond
occasion may order a totdly new product i.e. a new task (Robinson, Faris and Wind
1967). Busness environment variables include those factors which effect busness in
generd eg. inflation, exchange raes etc. Persond judgment dlows this additiond
information to be incorporated.

Regular meetings serve a number of purposes. Firdly, they dlow the people involved in
the reaionships to convey ther perceptions and actions and have them postively
affirmed by other company employees. Secondly, the meetings provide an arena for the
man individud involved in the rdaionship or uninvolved individuds to voice thar
concerns. An individual may obtain a more objective perspective of an issue from an
individua who is not involved in the rdationship. The individuad may adso benefit from
other people's experience of smilar Stuations. On occasons an individud may be too
cdose to a rdationship to perceve where problems are arisng. A third function of
meetings is to ensure that individuds within the company are working within the same
framework when managing reationships.

THE DIFFERENCES BETWEEN MANUFACTURERS AND FINANCIAL
SERVICESAND THEIR MANAGEMENT OF RELATIONSHIPS

The emerging modd highlights differences between suppliers and buyers approaches to
managing relaionships. However the different characteritics of various indudtrid
sectors, paticularly the auto/dectricdl manufecturing and financid  services sectors,
may lead to differences in how relationships are managed.

A fundamentd difference between auto/dectricd manufacturing and financial services
is the degree of tangible and intangible dements eg. in auto/dectricd manufacturing



the tangible dements of the product dominate whereas with financia services intangible
edements dominate. The product's mix of tangible and intangible quadities, affects how
it is evduated by cusomers. A product with predominantly intangible qudities is more
difficult for buyers to evduae than a tangible product; this issue needs careful
consderation when marketers are deciding how to sdl their products to buyers. With
tangible products marketers often try to differentiate their product from ther
competitors by attaching intangible qualities that provide added vadue. With intangible
savices marketers often try to tangibilise dements of ther service so buyers can
evaduae it more easly eg. they may am to convey professondism through uniforms,
consgent use of a logo, membership of professona society (Rushton and Carson
1985). The differing degrees of tangibility and intangibility between the auto/eectrica
manufecturing and financia sectors will  affect suppliers  offerings and  buyers
requirements that will subsequently affect the management of relationships.

Morris and Fuller (1989) highlighted a number of broad variadles that digtinguish
indugtrid services from services in generd. They dae that indudrid services have
more stable and practicable demand patterns, involve long term, ongoing relationships
and a farly formad buying process catered to meeting the customer’s more precise
sarvice expectations. Although these characterigtics may distinguish them from services
in generd they are ones which are often found between companies buying and sdling
products in industrid markets. For example buyers of indudtrid products may go
through a forma decison making process when inveding in expensve cegpitd
equipment for which they may have very precise requirements. Industriad product
buyers dso often have long term relaionships with their suppliers (Hakansson 1982). In
both sectors the devdopment and management of redionships is important as it
enhances the qudity of product/service delivery (Hakansson 1982, Ennew and Binks
1996). Building effective and successful rdationships can contribute ggnificantly to
customer satisfaction, loyaty and retention and thus to improved performance (Reicheld
and Sasser 1990, Rust and Zahorik 1993).

A number of studies (Hutt and Speh 1985, Jackson and Cooper 1988, Hakansson and
Gadde 1992, Eriksson and Hakansson 1993, Turnbull and Moustakatos 1996b, Zeithaml
and Bitner 2000) have been carried out which have examined the criteria suppliers and
buyers use to sdect and/or evaluate suppliers and buyers. Hutt and Speh (1985) stated



buyers use four categories of variables to evaluate suppliers, technica and production
cgpability, managerid capability, financid condition and service cgpacity. Technica
and production capability includes the adequacy of their equipment, production contral,
product qudity and their complete product line. The managerid cgpability is the ability
of the supplier to plan organise and control operations. The financid dability of the
supplier includes an examination of ther profit record, cash flow, credit rating etc.
Sarvice cgpacity examines the supplier's ability to comply with promised product
gpecification including prompt ddivery, response to customers needs, price, sdes
representation, avalability of credit, manuds and literature. Other qudities that
purchasers may take into condderation include responsveness, the supplier’s
reputation, price, the sdes representation, persond relationships and location (Zeithaml
and Bitner, 2000). These findings have largely arisen from the manufacturing sector but
many are aso applicable to the sarvices sector. Turnbull and Moustakatos (1996b)
found suppliers and buyers of financid sarvices differed in how they raed the
importance of sdection criteria. The order of the three most important criteria for the
suppliers were qudity of avalable advice, evident undersanding of the company’s
busness and objectives and readiness to initiate new ideas and solutions whereas the
qudity of avalable advice dropped to third for the buyers. Turnbull and Moustakatos
(1996b) aso asked suppliers and buyers of financid services what condtituted a good
relaionship. Both suppliers and buyers thought frequency of contact and trust and
integrity were important, athough frequency of contact was more important to the
suppliers and trust and integrity were more important to buyers. Also whilst suppliers
believed information sharing and customer loydty was important, the buyers thought
professond advice and knowledge of the industry and new ideas and information were
important. Jackson and Cooper (1988) date industrial services are disinguished from
consumer sarvices by two characteristics, specidisation and  technology. Industria
savices, paticularly invesment banking, ae characterised by their willingness to
customise ther product to suit ther cusomers needs. Buyers who are especidly
demanding and sophisicated can be very important in simulating the bank to higher
levels of service and product innovation (Turnbull and Moustakatos 1996b). However
the same can often be sad for industrid products, which are often developed and



produced specificdly to meet a customer’s requirements (Hakansson and Gadde 1992,
Eriksson and Hakansson 1993).

Research dso indicates that the qudity of the main contact between the bank and its
customer is the man yardgtick againg which customers judge their service performance
(Turnbull and Moustakatos 1996b). Redationship managers must be aso distinguished
by thar integrity, commitment, flexibility, seniority and ability to adjust ther language
to different audiences. Also the service needs to be consistent and reliable.

There ae a number of rdationship portfolio modds put forward which suggest the
vaiables suppliers and buyers should use to optimaly manage ther reationships.
Whils most of the models, Fiocca 1982, Campbel and Cunningham 1983, Shapiro et
a. 1987, Krapfd e d. 1991, Olsen and Ellram 1997, Turnbull and Zolkiewski 1997)
refer to managing customer relaionships, the models of Krgpfd et d (1991) and Olsen
and Ellram’'s (1997) ded with managing supplier reaionships. However the modeds
vary in a number of ways. the actud varigbles used, the number of variables used, the
number of geps in the andyds, and the recommendations for managing the various
resulting categories of reationships.

RESEARCH OBJECTIVES

Rdationship management is a tool that, a least in the UK, is used by the mgority of
companies (Leek e a 2002b). However, it is not clear whether the concept of
relationship management is utilised to different degrees by suppliers and buyers in
different industrial sectors. For example it might be hypothessed that in service
indudtries, particularly in banking where intangible actions are performed on intangible
assts, reationship management might be used more than in  auto/dectrica
manufecturing where there is a tangible product, because the relationship may be the
man way customers evduate thar satisfaction with the supplier. The use of the concept
may aso vary between buyers and suppliers, buyers may have a clearer set of criteria
which they have b meet when sdecting a supplier. Based on the literature review in the
previous section three broad hypotheses were derived.

H1: The financial services sector is expected to be more likely to have a method

for managing relationships than the auto/el ectrical manufacturing sector.



The methods of rdationship management used may vary between sectors. In the
auto/dectricd manufacturing sector there is a physca product which will have a
number of objective quaities eg. performance, rdiability etc. These objective variables
may enable a forma, documented sysem to be used more often than in the financid
sarvices sector. The lack of physcd qudities to assess in the financid services means
they may use a subjective approach to managing rdationships, Eying more on persond
judgement and mestings.
H2: Auto/electrical manufacturers are more likely to use a formal, documented
system for managing their relationships than financial services.
Many of the variables used for assessng business rdaionships may be of importance to
both industrial sectors but the degree of importance may vary between the suppliers and
buyersin the two sectors, auto/dectrical manufacturing and financid services.
H3: The variables perceived as being useful for managing relationships will
differ between suppliers and buyers in financial services and auto/electrical
manufacturing.
More specific hypotheses relating to the use of information for managing relationships
are highlighted below,
H3a: Relationship variables e.g. commitment will be equally important to both
suppliers and buyers in the auto/electrical manufacturing and financial services
industry.
H3b: Saled/profitability related variables will be more important to suppliers,
specifically the auto/electrical manufacturers than the financial services.
H3c: Technological variables will be more important to buyers, particularly
financial services buyers.
H3d: Flexibility will be more important to buyers, particularly financial services
buyers (Turnbull and Moustakatos 1996b).
H3e: A willingness to invest will be more important to buyers than suppliers,
particularly auto/electrical manufacturers.
H3f: Variables such as strategic importance, growth rate and market share will

be more important to suppliers, particularly manufacturers.



METHODOLOGY

This research was pat of a larger international project that investigated the effect of
various changes in the business environment on busness rdationships, and the results
reported here are from a part of the work done in the UK. There are two stages to this
research, semi-dructured interviews followed by a posa survey. The initid use of a
quditative gpproach alowed the research instrument to be piloted, ensuring the clarity
of the terminology and the relevance of the issues to the respondents. The quantitative
research is based on a postd quedtionnaire to a sample of companies in the
auto/dectricd  manufacturing sector and financid  sarvices, equaly  lit  between
marketing managers and purchasing managers. Initidly the respondents were asked
whether they had a sysem for managing rddionships and if it was totdly informd,
both forma and informa or very formd. Regular meetings, a forma documented
system or persond judgement were highlighted in the quditaive stage as being the
most common methods for managing reationships, therefore the respondents were
asked to dtate whether they used these methods and to rate how useful they perceived
them to be. The respondents were asked to rate how useful various information was
when managing ther rdationships, on a five point scae from 1-Not a dl useful to 5-
Very useful. One hundred and six respondents completed the survey, a response rate of
7.9%. The sample conssted of 31 auto/dectricd manufacturing suppliers, 19 financid
sarvices suppliers, 32 auto/dectricdl  manufecturing buyers and 24 financial services
buyers.

RESULTSAND DISCUSSION
This research highlights some interesting differences in how suppliers and buyers in
different industria sectors manage ther reationships.
The Degree of Use of Relationship Management Systems
Financid services were more likedly than auto/dectricd manufacturers to have a system
for managing relaionships 78% (n=32) as opposed to 63% (N=39) (Pearson’s chi square
2.643, df=1, p=0.104, n=103) which supports H1.
Some 78% of suppliers in the financid sarvices have a sysem for managing
relaionships as opposed to 65% of suppliers in the auto/dectrical manufacturing sector.
The suppliers of a highly intangible service may place a grester emphass on
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understanding and meeting their customers needs and providing greater customer
satisfaction. Theoreticdly these ams ae achieved through the use of rdationship
management sysems to gaher the rdevant information and formulate their marketing
drategy. Fewer auto/dectricd manufacturing suppliers have a sysem for managing
relationships. Manufacturers of a physcad product may redy on emphadsing its tangible
qudities in order to sdl it to the customer. They may be less concerned with ddivering
intangible qudities such as trud, technologicd competence, and their knowledge of
their cusomers busness They may not be fully aware tha the development and
emphags of intangible criteria may be perceived as conveying competitive advantage
by their customers.

Some 78% of buyers in the financid services have a sysem whereas only 61% of
buyers in the auto/dectricd manufacturing sector have a sysem. Auto/dectrica
manufacturing buyers generdly purchase physcd products and may have specific
criteria eg. quaity standards that they have to meet. If a number of companies can meet
the basc product specifications then they may use intangible characteristics to hdp
sdect the companies they ded with which is where a rdationship management system
would be ussful. Buyers of financid products have few physca criteria to help them
decide who to ded with therefore they place grester emphasis on the intangible
characteridics such as interactions with the supplie’s employees when evduding
suppliers. Financid buyers greater emphasis on intangible qudities means they have a
greater need to use reationship management tools to assess subjective qualities and ad
their decison-making processes.

The Methods of Relationship Management

Use of the three methods of reaionship management, persond judgement, a formd
system and meetings, differed between the industrid sectors. Meetings and persond
judgement were equaly popular (89%) with manufacturers whereas mesetings (100%)
were the most popular with financid services. Manufacturers use more combinations of
methods for managing reationships (6) than financid sarvices (3). Whilst none of the
financid services used only one method for managing rdationships, 13.9% of the
manufacturers used only one method. 41.7% of manufacturers used two methods of
managing relationships, mostly meetings and persona judgement wheress only 15.4%
of financia services used two methods (See Table 1).
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Table 1: The Combination of Methods Used by Manufacturers
and Financial Services

Method of Managing Manufacturers Financial Services
Relationship All Suppliers | Buyers | All Suppliers | Buyers

Mestings only 2.8% 5.9% - - - -
Formal documented system 2.8% - 5.3% - - -
only
Persond judgement only 8.3% 11.8% 5.3% - -
Meetings and aformal 5.6% 11.8% - 1.7% - 14.3%
documented system
Meetings and personal 36.1% 47.1% 26.3% | 7.7% 8.3% 7.1%
judgement
Formal documented system - - - - - -
and persona judgement
All three methods 44.0% 23.5% 63.2% | 84.6% 91.7% 78.6%

The vast mgority of financia services (84.6%) preferred to use three methods of
managing relationships whereas less than hdf, (44.4%) of manufacturers used three
methods (See Table 1). The grester degree of intangibility in financid services sector
means that in rddionship management, information is gengdly andysed udng a
greater number of methods. Primarily, there is the use of a forma system to provide the
bass for a rationa, standard decisionrmaking process. Persond judgement is then used
to incorporate the more subjective variables which may not be included in the objective,
documented system. Findly, the results of these two information processng stages may
be discussed by other team members in mesetings to affirm the process, resolve potentia
problems and confirm the framework within which they are working. Manufacturers are
less indined to use a forma sysem for reationship management that may suggest less
information is being processed, in a less sysematic way. This could potentidly be
problematic in that it may lead to ingppropriate dlocation of ther limited resources.
Alternatively, the information being processed is objective, less ambiguous and readily
andysed. Ovedl, the vast mgority of manufacturers and financid services have both
foomd and informad dements for managing reationships. In both indudtrid sectors,
totaly informa systems were twice as popular as very forma systems.

No dgnificant differences were found between auto/dectricd manufacturers  and
financid services perceptions of the usffulness of the different reaionship
management methods (See Table 2).




Table 2. Manufacturersand Financial Services Perceptions of the Usefulness

of Each Method of Managing Relationships.

Method of managing Regular Formal Personal
relationship meetings documented system judgement
Manufacturers 3.97.78(32) 3.53.61 (19) 3.88.75(32)
SQuppliers 4.00 .76 (15) 3.67 .52 (6) 3.79.70 (14)
Buyers 3.94 .83 (17) 3.46 .66 (13) 3.94 .80 (18)
Financid services 4.08 .74 (26) 3.63.77 (24) 3.48 .85 (23)
Quppliers 417 .72 (12) 3.27 .65 (11) 3.45 .93 (11)
Buyers 4.00.78 (14) 3.92.76 (13) 3.50.80 (12)
Oneway ANOVA NS NS NS

[1-Not At All Useful, 2 — Not Very Useful, 3 — Quite Useful, 4 — Very Useful, 5-Extremely Useful]

Both financid services and auto/dectricad manufecturers percelved regular mestings to
be the most useful method. Meetings are popular for a number of reasons, they enable
actions concerning relationships to be affirmed, they enable problems to be explored
and the experience of others to be utilised and ensure the employees are al working to
the same rules. However, financid services perceive forma, documented systems to be
more useful than persond judgement whereas manufacturers found persond judgement
to be more useful than forma documented systems.

These perceptions may once again be due to the degree of tangibility. Manufacturers
may process less information, which is more objective therefore they use persond
judgement. This method is less successful for financid services as they have more
information which is subjective and difficult to process. Intangible information is
quantified in some way in order to make it eeser for reaionship managers to process
and differentiate the companies they are doing business with.

Suppliers Relationship Management

The auto/dectricd manufacturing and financia services suppliers differed consderably
in thelr gpproach to managing reationships. 100% of the financid services suppliers use
meetings and persond judgment whereas the most popular method with auto/electrical
manufacturing suppliers is mestings (90%). Whilst 91.7% of the financid services
uppliers use dl three methods, only 235% of the auto/dectricd manufacturing
suppliers use dl three methods (See Table 1). The most popular combination of
methods amongst auto/dectrical  manufacturing suppliers is a combination of meetings
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and persond judgement (47.1%). The demands of purchasers of intangible services may
vay more than the demands of purchasers of physcd products therefore the financid
sarvices suppliers use a greater number of reationship management methods to record
and andyse the buyers requirements with the am of satisfying them both currently and
in the future. Financid service suppliers may place more emphasis on establishing and
maintaining good, persond reationships with ther customers as this is a criterion they
are evduated on. As the financid services cusomers requirements are more subjective,
medings may be used to diminae individud suppliers idiosyncratic judgements.
Auto/dectricdl  manufecturing suppliers are less likdy to use al three methods of
relaionship management; their buyers demands may be less variable therefore less
atention is pad to collecting and andysng customer information. With a physca
product auto/dectricd manufacturing supplierss may perceive the satisfaction of ther
customers to be more draightforward, either they can provide the product required or
not and even if adgptations have to be made, additiond intangible services such as after
care service may be percelved as less of a priority than in a purer service sector. All of
the financid sarvices suppliers use both formd and informa dements when managing
ther rdaionships. Whils the mgority of auto/dectricd manufacturing suppliers have
informa and forma eements (70%), 18% had a totdly informa system and 12% had a
vay formd sysem. Thee ae no dgnificant differences between auto/dectrica
menufecturing and financid sarvices suppliers  perceptions of usefulness of the
relationship management methods. Suppliers in both sectors found regular meetings to
be the most useful, followed by persond judgement and findly the formal, documented
system (See Table 2). It is interesting that financid services have a grester tendency to
use forma, documented system than auto/dectricd manufacturing but both sectors rank
it third out of the three methods.

Buyers' Relationship Management

The buyers dso differed in their approaches to managing relationships but to a lesser
degree. The most commonly used method for managing reationships for auto/dectricd
manufacturing buyers is persona judgement (94.7%) and for financid services buyers it
is medtings (100%). Although the mgority of buyers in both sectors used dl three
methods, the mgority was grester for financid services than auto/dectrica
manufacturing. The second most popular combination of methods varied too, with
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auto/dectricd  manufacturing buyers preferring meetings and persona  judgement and
financid services preferring meetings and a documented system.

In the auto/dectricd manufacturing sector buyers perceived meetings and persond
judgement as equaly useful above a formd, documented sysem wheress in the
financid sector regular meetings were perceived as the most useful, followed by a
forma system, then persond judgement (See Table 2). The mgority of auto/dectricd
menufecturing and financid buyers dso combined forma and informa eements when
managing rdationships. 14% of financid buyers use an informad sysem compared to
only 5% of auto/dectricd manufacturing buyers and 7% of financid buyers use a
totaly forma system whereas no auto/dectrica manufacturing buyers do.

Purchasing an intangible service as compared to a tangible product may differ in that
with a product the buyer is aware of price per unit and the buyer knows exactly what
they are going to receive, it is a concrete fact. Auto/dectricd manufacturing buyers
need to maintan a portfolio of supplier reationships in order improve the purchasing
function and contribute to making a profit by obtaining the best ded possble. They
need to know what products they can get from whom, a what price and whether the
companies offer any added vadue. A buyer in financid sarvices is taking a greater
degree of risk, there is a certain amount of speculation, there is no concrete product with
a concrete vaue. The degree of risk taken will depend on the information from their
“auppliers’. The suppliers will vary in ther specdism and the rdiability of the
information they provide, therefore they have to have a good knowledge of the strengths
and weaknesses of their suppliers in order to satisfy customers. Buyers in both sectors
use dl three methods for managing their redationships. When purchasing something
intangible it may be more important to have information from a variety of different
sources to diminate the individud’ sidiosyncracies.

The Criteria Used for Managing Relationships

One-way ANOVA’'s wee peaformed to invesigate the differences between
manufecturers  and  financid sarvices and suppliers and buyers in the perceived
ussfulness of criteria they use when managing relationships.

Rdationship vaiables ae generdly not equaly important to auto/dectricd
manufacturing and financid services suppliers and buyers. For commitment there is a

ggnificant interaction between industry sector and suppliers and buyers. Financid
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savice suppliers  require  more  commitment  than auto/dectricd manufacturing
suppliers. Auto/dectricd manufacturers may be less concerned about commitment from
their customers for one of two reasons, ether the product they provide may be quite
goecidised s0 that the cusomer would find it difficult to obtan dsewhere or ther
product is generic and required by a large amount of companies so they do not be
concerned about a paticular company’s commitment. Compstition in the financid
savices sector may be high, so suppliers desre companies who are committed.
Auto/dectricd manufacturing buyers require commitment more than financd services
buyers. This requirement is possbly due to the demand, manufacturing buyers may
require a congtant supply of the product which requires a commitment fom the supplier
to provide the product a the qudity required at the time required etc. However with
financid products the nature of the demand is different, they are not required for the
manufecture of an end product rather they may only be required intermittently eg.
insurance.  Difficulty managing the rdationship was more ussful to buyers than
suppliers. Buyers may have high expectaions from ther suppliers in terms of their
adaptability and providing added competitive advantage without too many problems.
Suppliers may be more accepting of difficult relaionships if they are the party doing the
majority of the adapting etc.
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Table 3: Differences Between The Perceived Usefulness of Variables Used in Managing Relationships. (Mean, standard deviation,
sample, ranking)

Various Types of Manufacturers Manufacturers Financial Financial Services ANOVA
Information Suppliers Buyers Services Suppliers Buyers
Sales volume 4.17 .77 (n=36) 1 435.49(17) 1 4.08 .76 (n=25) 2 4.00.94(19) 5 4.25.62(12) 3 3.92.86(13) 8
Commitment to us 4.14 .90 (n=36) 2 3.82.73(17) =5 | 4.15 61 (n=26) 1 4.42 .96 (19) 2 4.33.49(12) 2 4.00 .68 (14) =5 P .051 .822
S/B .505
P*S/B 5.590 .021*
Profitability 4.06 .71 (n=36) 3 418 .73(17) 2 3.92 .86 (n=25) =5 3.95.71(19) =6 436.81(11) 1 3.57.76 (14) 13 P. .236 .629

S/B 6.918 .011*
P*S/B 2.103.153

Willingness to adapt | 4.03.95 (n=35) 4 3.37.89(16) 9 4.00 1.04 (n=25) 4 458 .61(19) 1 3.551.37(11) 10 4.36.50 (14) 1 P..013.909
to our requests S/B 20.335 .000**
P*S/B .770 .384
Relationship 3.89.79 (n=36) 5 4.00.71(17) 4 3.81.94 (n=26) =7 3.79.85(19) 9 4.00.85(12) 5 3.641.01(14) 11
strength
Strategic importance | 3.83.85(n=36) 6 3.82.81(17) =5 3.81.94 (n=26) =7 3.84.90(19) 8 3.75.97 (12) =7 3.86.95(14) 9
Technological 3.781.07(n=36) 7 | 3.35.86(17) =10 | 3.79 1.02 (n=24) =9 4.161.12(19) 3 3.101.10(10) 14 4.29 .61 (14) 2 P .062 .805
competence and S/B 15.638 .000%*
innovativeness P*S/B .572.453
Investment in us 3.74 1.15(n=35) 8 | 3.501.10(16) 7 3.92 .88 (n=24) =5 3.951.18 (19) =6 3.751.06 (12) =7 4.08 .67 (12) 4
Growth rate 3.69 .86 (n=36) 9 4.06 .66 (17) 3 3.79 .88 (n=24) =9 3.37.90(19) 12 382.87(11) 6 3.77 .93 (13) 10
Technologica 3.691.09 (n=36) 10 | 3.24 .90 (17) 13 3.63.97 (n=24) 12 4111.10(19) 4 2.90.99 (10) 15 414 .53 (14) 3 P .370 .546
ili S/B 18.619 .000**
capability P*S/B .580 .450
Cost to serve 3.61.93(n=36) 11 | 3.47.80(17) 8 4.04 .81 (n=24) 3 3.741.05(19) 10 4.10.74(10) 4 4.00.88 (14) =5 P. 3.519.066
S/B .122 .728
P*S/B .592 .445
Difficulty of 3.28.81 (n=36) 12 | 3.12.60(17) 14 | 3.58.99 (n=26) 13 3.42.96 (19) 11 317111 (12) 13 393.73(14) 7 P. 1.570.215
managing the S/B 5.751 .020*
relationship P*S/B 1.065 .306

Commonality of
interest

3.14 1.02 (=36) 13

2.94 83(17) 15

3.64 .85 (n=22) 11

332116 (19) 13

3.70 .82 (10) 9

358 .90 (12) 12

P. 3.855 .055
S/B .243 .624
P*S/B .883 .352

Market share

3.11 .85 (n=36) 14

3.35.70 (17) =10

3.35.93 (n=23) 14

2.89 94 (19) =14

3.20 .92 (10) 12

3.46 97 (13) 14

Ageof the
relationship

3.11.95 (n=36) 15

3.35.79 (17) =10

3.12 .91 (n=26) 15

2.891.05(19) =14

325114 (12) 11

3.00 .68 (14) 15




Profitability was ggnificatly more important to suppliers than buyers as expected.
However there was no difference between indudtries. The suppliers primary concern is
profitability as the volume they sl and retaning lage profit margins directly
contributes to the size of the profit. For buyers profitability is a secondary consideration,
as they firgly have to obtain the required products and it is only if a number of suppliers
offer amilar products can they negotiate the price or product package and save some
money. There is no ggnificant difference between the groups percaved usefulness of
sdes/purchase volume

Technologica competence, innovativeness and cgpability are more important to buyers
than suppliers as expected as they require them from suppliers to provide them with
competitive advantage. Although there is no dgnificant difference between the
indudries, in tems of ranking, these variables have a higher ranking from financid
buyers than auto/dectricd manufacturing buyers. When assessing a supplier, in a
service industry where there is no tangible product IT may be one of the mgor aspects
that is examined as it is important for maintaning the communication flow and shaing
of knowledge whereas in the auto/dectricd industry the man aspect examined is the
performance and qudity of the tangible product.

As expected a willingness to adapt to requests is sgnificantly more important to buyers
than suppliers. This qudity will convey compstitive advantage to the buyer and will
help them to digtinguish between suppliers making smilar products. Although there is
no ggnificant difference between indudries, in terms of the ranking willingness to adapt
is more important to financia buyers as expected.

No ggnificant differences were found for the variables, drategic importance, growth
rate and market share. However, in terms of the rankings they were more important to
the suppliers, paticulaly the auto/dectricd manufacturing suppliers. These variables
will show the manufacturing suppliers where they should be aming their marketing
efforts.

The Criteria Manufacturer and Financial Services Suppliers Use for Managing

Relationships
There is congderdble gmilarity between the five most ussful varigbles that financia

savices and auto/dectricd  manufacturing  supplie's  use when  managing  their
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relationships. They both use sdes volume, profitability, reationship srength and
commitment but the ranking differs (See Table 3). Manufecturers aso use growth rate
and drategic importance whereas financia services use cost to serve.

Commitment is more important to financid services suppliers (the second most useful
vaiable) than auto/dectricd manufacturing suppliers (equd  fifth most useful  varigble)
the reasons for this have been discussed above.

Sdes voume may be more directly redated to profitebility in  auto/dectrica
manufacturing than financid sarvices i.e. the bigger the volume sold the greater the
profitability which is why it is the most useful varigble to auto/dectricd manufacturing
suppliers (See Table 3). In financid services however, profitability is the most ussful
(See Table 3), some products may yield more profit than others, eg. pensgons may yided
more profit than insurance, floatation of a company may yiedd more profit than setting
up a company’s pendon scheme. The posshility of a more direct relationship between
sdes volume and profitability in auto/dectricd manufacturing may explan why growth
rae is dso more ussful to menufecturers than financia services. If the customer
compary is likey to grow then the opportunity for additiond business is likdy to grow,
which may not necessarily be the case for the cusomer of a financid services supplier,
eg. acompanies demand for an insurance policy will not increaseif it grows.

Relationship drength is important to both manufacturers and financia services, both
sectors want srong  relationships as it is more economical to retain customers than
obtain new ones (See Table 3).

The Criteria Manufacturer and Financial Services Buyers Use for Managing

Relationships
There is condderable smilarity between the varidbles that buyers in the auto/dectricad

menufecturing industry and financid services find ussful for managing reationships
(See Tadle 3). Both think commitment is very useful, however manufacturers think it is
more useful than financid sarvices. Buyers in auto/dectricd manufacturing may require
the continuous physical ddivery of a high qudity product on time, week after week that
will require commitment from the supplier. Late ddivery, a drop in qudity, lowering of
dandards in any area may indicate that the supplier is putting another company first or
that they are generaly not bothered about retaining their custom. These problems
increase the cost to ded with the supplier in terms of the time buyers spend resolving



them. Cogt to ded with the suppliers is dso important to both but particularly to the
manufacturers as they are deding with a physica product that has to meet pecific
criteria - Willingness to inves is an indicator of commitment and is important to buyers
in both sectors.

A willingness to adapt to requests is useful to buyers in both sectors but buyers in the
financid sector find it more ussful not surprigngly as it has been highlighted as very
important in previous research (Turnbull and Moustakatos 1996a).

Buyers in auto/dectricd manufacturing think purchase volume and profitadility are
more useful than financid services that think technological competence, innovativeness
and technologica capability are more useful (See Table 3). As an intangible service is
being performed with intangible assats in financid sarvices, purchasng volume is not
an important criterion for buyers when determining what suppliers to ded. Profitability
is another variable that is more ussful to manufecturers than financid services as the
profit may be more readily caculable for atangible product than an intangible one.

IT has improved the speed and accuracy of communication and these qualities may be
perceived as being progressve, increesng efficiency etc that financid services buyers
want from thar suppliers. Auto/dectricdl manufacturing buyers may concentrate ther
assessment of suppliers primarily on the physcad product rather than on intangible
asset.

AUTO/ELECTRICAL MANUFACTURING AND FINANCIAL SERVICES
SUPPLIERSAND BUYERS MANAGEMENT OF RELATIONSHIPS

Taking into account the information that has been obtained for suppliers and buyers in
both the financid services and auto/dectricd manufacturing sectors an overdl diagram
can be assmilaed detaling the smilarities and differences in how they manage ther
relationships (See Figure 2).

For both auto/dectricd manufacturing and financid sarvices suppliers a number  of
methods of managing rdationships are used as a method of triangulating ther daa
Financial services use a greater number of sources of data probably due to the nature of
their business i.e intangible services being performed on intangible assats. Objective
variables tend to be used more by auto/dectricd manufacturing suppliers than the

financid service suppliers who do use aforma system to process their information.

21



More important to Suppliers

Figure 2: The Differences Between Auto/Electrical Manufacturing and Financial
Services Suppliersand Buyersin their M anagement of Relationships.
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The concept of rdationship management may be esder to implement for both
auto/dectricd manufacturing and financid sarvices buyers as they have spedific
criterion to meet, which may be laid out in a forma document. Both sectors use dl three
methods, finding meetings to be very ussful. However whilgt financid services buyers
find forma documented sysems to be very useful auto/dectricd manufacturing buyers
find them dlightly less useful. The auto/dectricd manufacturing buyers seem to be more
concerned with satisfying their need for draightforward profitability whereas the
financdd sarvices buyers ae more concened with ganing additiond competitive
advantage through technologica capability, competence and innovativeness.

CONCLUSION
Congderable differences emerge between how suppliers and buyers in auto/dectrical
manufacturing and financia services manage ther reationships in terms of the methods
and the variables used. In both sectors the suppliers are driven mainly by obtaining a
profit for ther company as ae the auto/dectricd manufacturing buyers. The financid
buyers do place less emphass on profitability and a grester emphass on the
characteristics that may convey a compeitive advantage. Both financid and
auto/dectricd manufacturing buyers require commitment and a willingness to adapt and
the financid buyers being paticulaly intereted in technologicd competence,
innovativeness and cgpability. IT is going to be vitd for them in deding with other
financia companies where time is important, and tracking prices of stock and shares
efc. Interestingly the variables that financid buyers use when deciding what suppliers to
ded with arelargely subjective.
Future Research
This research has highlighted a number of areas meriting further investigation,
The mgority of financid sarvices supplie's and buyers and auto/dectrica
manufecturing buyers use forma documented sysems for managing relationships.
However only a third of auto/dectricd manufacturing suppliers use a forma system.
Further research could be used to investigate why use is more predominant in the
finencd sarvices than auto/dectricd manufacturing and why buyers ae more
indined to use a sysem more than suppliers, especidly in  auto/dectricad
manufacturing.
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A number of theoreticd models have been developed for managing customer and
supplier portfolio of rdationships. The forma modds actudly used by companies
could be examined to reved what information is used by companies and how it is
assmilated, what weightings are given to what criteria and used in decison making

and these findings could be compared to academic theory.
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