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From attenuating factors to attenuating action
Saving business relationships under pressure

Abstract

The aim of the paper is to construct a process model for business relationship restoration. We
suggest a three-phase model in which the first phase includes an identification of the factors
that attenuate relationship ending. The second phase stresses the importance of the
attenuating factors present in a relationship. In the third phase the parties’ ability to save the
relationship (i.e. to perform attenuating action) is increased by balancing their perceptual
differences concerning the reasons for ending the relationship. Based on a case relationship
between two Norwegian industrial companies we explore restoring action in a real life
context. As a result, we claim that awareness and a systematic analysis of the attenuating

. . . . . . *
factors combined with a process for restoring action can save the relationship.

Introduction and purpose of the study

This paper is about business relationships in trouble and how they can be saved. Although we
acknowledge that some relationships are not worth restoring (see e.g. Téhtinen 2001) and
even desired without trouble at all, there are ample suggestions that others are (see e.g.
Turnbull, Ford & Cunningham 1996). First, relationship dissolution can cause severe
economic loss (Halinen & Téhtinen 2002), either in terms of direct costs (e.g. legal costs)
and/or in terms of more indirect costs such as switching costs, lost market opportunities, and
reputation. Second, in small networks companies are dependent on a limited number of
partners and the loss of an important relationship may not be easily replaced. Such situations
occur e.g. in industries characterized by a high degree of uncertainty and technological
specificity (Heide & Weiss 1995; Weiss & Heide 1993), as well as limited number of actors.
Thus we argue that more knowledge on relationship restoration is needed (see also Ping

1999).

" The financial support of Statoil asa and LIIKE Research Programme by the Academy of Finland and the National
Technology Agency Tekes, are gratefully acknowledged.

Page 2 of 21



Literature focusing on saving business relationships is scarce, as most of the research interest
has dwelled on maintaining and developing business. The most important pre-condition to
maintain a sustainable relationship is commitment (e.g. Hocutt 1998; Morgan & Hunt 1994;
Rusbult & Farrel 1983). Thus, the suggested managerial action to avoid possible relationship
dissolution is to strengthen the commitment - the stronger the relationship, the higher the
switching costs impeding dissolution. However, if a relationship already has entered the
ending process, it is too late to apply such strategies. If the general satisfaction in the
relationship is low (i.e. weak actor bonds), the strategy called for to save or restore the
relationship has to be different than a maintenance strategy. Although the relationship
maintenance literature cannot offer solutions for relationship restoration, recent developments
in relationship dissolution research (for a review see Tdhtinen & Halinen 2002) provide a
useful starting point for this research. Relationship dissolution models often present the
restoration stage as a potential turning point in the process (e.g. Alajoutsijarvi, Moller &
Tahtinen 2000; Giller & Matear 2000). Restoring actions can save the relationship and end its

dissolution process for good or at least stall it.

It is worth to emphasise that there are at least two important reasons for reducing trouble in a
relationship. Firstly, trouble can reduce the parties’ willingness to further develop the
relationship, and thus reduce the potential in the relationship, and secondly, trouble between
the parties can easily lead to an ending of the relationship. From a practical point of view it is
difficult to distinguish the need for improving the potential in a relationship from a situation
where one of the parties wants to pull out from the same relationship. As a point of departure
we will draw on a relationship ending model, but later apply a case in which the parties still

have a way to go until ending the relationship.

Three groups of factors appear to impact on relationship ending; predisposing factors,
precipitating events, and attenuating factors and events (Halinen & Téhtinen 2002). Whereas
the first two promote and engender ending, the attenuating factors and events hinder it and its
advancement. Hence the attenuating factors have an important role in managers’ decisions to

direct the process towards saving it (Halinen & Tahtinen 2002; Téhtinen 2001).

The attenuating factors and the way the awareness of these factors can be utilized to restore

the relationship are thus the main focus of this paper. Further inspiration for this study is
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derived from the research on consumer switching process (e.g. Colgate & Lang 2001; Roos

1999; Stewart 1998), which e.g. has explored the barriers of exit.

Although a number of studies address barriers to exit both in business and consumer
relationships, to our knowledge, none take the troubled and thus ending relationship as their
point of departure. In other words, contemporary studies for the major part identify conditions
and relational characteristics that reduce the risk of jeopardizing the “normal” state of
relationship. This is a shortcoming, as the studies do not give insight into the ways of actively
improving a relationship already on the brink of dissolution. As a metaphor, the “good
intentions” and conditions discussed prior to entering a marriage might be irrelevant when
trying to avoid a divorce. We try to fill the gap by suggesting a process model which can be

applied as a tool when trying to save a business relationship during its dissolution process.

The ending process may be smooth and quick, which is the case if both parties agree that their
relationship should end. In such situations, saving the relationship is not in their interests, nor
in ours. Therefore, in this study, our interests concentrate on relationship endings where at
least one party sees the relationship as worth saving, although it already has entered a
dissolution phase. Moreover, we focus on such endings where interaction between the
companies and managers has become somewhat tense, i.e. the parties are unable to sort out

their differences and continue the relationship without attenuating actions.

The paper builds a model of business relationship restoration in stages. First, we proceed by
providing a classification of attenuating factors. Second, we develop a procedure by which the
classification can be applied to increase the awareness of the attenuating factors. We refer to
this procedure as an analysis of the attenuating factors. Third, we present the last stage of the
restoring process; an alignment of perceptual differences between the parties, which we
illustrate by applying the process in a real life context. We conclude by discussing the

implications of the suggested model.

Phase one: Identification of attenuating factors
Whereas relational marketing literature primarily focuses on how relationships can be
strengthened to avoid them entering into an ending process, there is a growing body of

literature dealing with relationship ending (e.g. Alajoutsijirvi, Mdller & Téhtinen 2000; Giller
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& Matear 2001; Halinen & Téhtinen 2002; Roos 1999). Within this evolving stream of
research, two recent studies focus on attenuating factors. Halinen & Tihtinen (2002)
concentrate on the attenuating factors within business relationship ending, and Jones,
Mothersbaugh & Beatty (2002) within consumer relationship ending. Based on the
abovementioned contributions, Table 1 presents our classification of attenuating factors, to be
empirically grounded. Moreover, the table connects existing research on business
relationships and consumer relationships, thereby providing examples of each of the five

categories.

The first category, lost relational investments, is related to the focal relationship in trouble. If
the relationship ceases to exist, the former partners lose the outcome of such investments (i.e.
time, effort and expenses) that have already incurred while developing the relationship,
although no cash is lost. In other words, they are sunken costs (Jones et al. 2002). This type of
costs are also included in the model of Dwyer, Shurr & Oh (1987) where the dissolution stage
is generally considered as a costly affair, since all preceding stages in the evolution of the

relationship represent investments made by both parties.

Investments can be either on an individual level or company level. The loss also includes
future relational benefits acquired from the relationship. Bonds between companies are such
as trust and commitment, topics treated in a large body of research (e.g. Crutchfield 2001;
Hocutt 1998; Moorman et al. 1992). Moreover, the overall satisfaction and relationship value
derived from e.g. knowledge and technological bonds (e.g. Nielson 1996; Ping 1994; Withey
& Cooper 1989) is lost if the relationship is discontinued. On an individual level, social and
personal bonds (e.g. Roos 1999; Seabright et al. 1992) as well as the individuals’ emotional

attachment as members of a team (Téahtinen 2001) are examples of lost investments.
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Table 1 Categorisation of attenuating factors

Group

Motivation for
the relationship

restoring

Explanation

Literature

Lost relational

Relational investments made
in developing the bonds in

Lost value from relational bonds
of trust and commitment

Lost value from social and
personal bonds.

Crutchfield 2001; Hocutt 1998; Nielson 1996;
Moorman, Zaltman & Deshpande 1992; Young
& Denize, 1995.

Roos 1999; Seabright, Levinthal & Fichman
1992; Téhtinen 2001

investments the relationship will be lost Lost satisfaction from the Bansal & Taylor 1999; Ping 1994; Withey &
relationship Cooper 1989
Lost value from knowledge bonds ~ Tahtinen 2001
Lost value from technological Heide & Weiss 1995; Nielsen 1996
bonds
Lost economic value Gassenheimer, Houston & Davis 1998
Handling of the ending Cost of e.g. lawyers, negotiating Vaaland & Freeman 2002
Dissolution process can be costly contract annulments, legal battles
process
costs Effects on the company’s Discontinuity of production, new  Vaaland 2002
internal functions planning, re-organizing functions
etc.
Possible The partner and/or the Network’s social pressure Felmlee, Sprecher & Bassin 1990
sanctions for network can impose
future business sanctions Lost reputation Alajoutsijarvi et al. 2000

Lost referrals

Tahtinen 2001

Network No or only a few alternative Inability to replace a partner Henke 1995; Ping 1993; Robbins, Speh & Mayer
limitations partners in the network because of lack of available 1982; Sharma & Patterson 2000; Stewart 1998;
alternative partners. Withey & Cooper 1989
The search costs of findinganew  Heide & John 1990; Weiss & Anderson 1992
partner
Set-up Costs and risks involved in The cost of establishing and Dwyer, Schurr & Oh 1987; Gladstein 1984;
costs developing a new developing new actor bonds, Kelley & Davis 1994

relationship

resource ties and activity links
New relational investments..

Increased uncertainty of the value
of the new relationship (we know
what we have, not what we get)

The dissolution process costs form the second category of attenuating factors, which relates to

the ending relationship. The time, effort and costs of negotiations involved in annulling

contracts, of possible legal battles (Vaaland & Freeman 2002), and discontinuity of

production are examples of dissolution process costs. Although existing research has not fully

acknowledged this kind of costs as important attenuating factors, we argue that e.g. the fear of

a costly legal battle may be an effective moderator for a possible disengager. This argument

will be empirically grounded later on in this study.
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The third category, possible sanctions for future business, is related both to the soon to be ex-
partner and to the rest of the network actors. Possible sanctions include social pressure which
can e.g. distort the use of references and trig a disappointed ex partner to spread a bad word-
of-mouth in the network. Sanctions are not frequently discussed in relationship marketing
literature. Exceptions are Felmlee et al (1990) and Alajoutsijérvi et al (2000) that both address
the pressure of the network towards the parties. Network actors may even threat to apply
economical sanctions against the partner if he ends a relationship that is important to the

network.

The network limitations category is related to the network of actors in which the ending
relationship is embedded. Network limitations address the lack of available alternative
partners in the network (e.g. Ping 1993; Sharma & Patterson 2000; Stewart 1998). This lack
can be real in small networks, where the sheer number of companies is low. It can also be a
perceived lack, caused by weak substitutability (e.g. Stewart 1998; Withey & Cooper 1989) or
low attractiveness of other potential partners. It is obvious that new partners may not posses
the industry specific knowledge (Tdhtinen 2001) that the present partner has acquired during
the relationship. Therefore, if the ending of the relationship involves large, lost relational
investments, it also increases the attenuating effect of both the perceived network limitations

and the set-up costs.

Finally, the set-up costs are related to the new relationship(s) that replaces the dissolved one.
This category includes the perceived search costs (i.e. time, effort and expense) involved in
finding a new partner, as well as the costs of establishing a new relationship in terms of
developing new actor bonds, resource ties and activity links (see Jones et al. 2002). For
example, routines and procedures established for dealing with a specific supplier might have
to be modified if a new relationship is established (e.g. Heide & John 1990). In a way, this
category includes all the new investments that will be lost if the parties were to end their
present relationship. Thus new partner-specific investments are needed to develop

commitment (e.g. Gladstein 1984; Kelley & Davis 1994).

We have now applied existing literature to identify five categories of attenuating factors of
relevance when trying to restore a business relationship. Next, we suggest a procedure for
applying the attenuating factors as a tool for reducing the potentiality of relationship

dissolution.
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Phase two: Attenuating analysis

How can a relationship in a dissolution phase be restored by means of the existing attenuating
factors in the relationship? First, the awareness and increased understanding of the attenuating
factors should be enforced between buyer and seller. We suggest that this can be done through
an attenuating analysis, which includes an internal analysis of the content and the importance
of the attenuating factors aiming at increasing the awareness of the negative consequences of

relational dissolution.

The attenuating analysis includes a detailed identification of content and consequences for the
attenuating factors as seen in Figure 1. The analysis can have opposite effects on the
attenuating factors; a strengthening and a weakening effect. By making an internal analysis of
the attenuating factors the company becomes more aware of the value of the relationship, and
more willing to accept diversity in company cultures and frequent episodes of conflict than
before. The analysis may, on the other hand, also have an opposite effect. By increasing the
awareness of alternative partners, the disengager company may realize that its partner is
uncoupled from emerging technological trends and thus speed up the ending of the focal
relationship. We argue that an attenuating analysis implies both an opportunity to restore the

relationship as well as an enhanced risk of accelerated dissolution.

One or both of the parties conduct the attenuating analysis internally, based on its internal
perceptions of the focal relationship, and the alternatives in the network. The sources can be
based on e.g. external market information, records of the other party’s past performances,
trend analyses etc. This insight may lead to an improvement in the interaction with the
partner, however, the other party obviously also plays a role in the efforts of restoring the
relationship. This is particularly important when we assume that managers are intentional
actors that face a "reality" constantly under construction through their interpretations of the

surrounding business environment and their actions towards it.
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Attenuating analysis Content analysis of attenuating elements
Estimate extent/consequences of:

* Adaptations made in actor bonds
[ LolsN1\'/ EE#GEISPSAL le » * Define e?xisting relational investments, ar.x.i possible urealised gains.
» Competitor’s take-over of our future position to the partner.
4 . . .
* Resources required to prepare and to carry out arbitration, court trial etc. h
[ DISSOLUTION le o| * Disturbances in ongoing production during dissolution.
PROCESS COSTS | « Lost future business opportunities with the partner. Mass media exposure.
» Can a court case fundamentally threat our financial situation ?
4 N
POSSIBLE SANCTIONS ) * Power play from other side, e.g. exclusion from bidder’s list?
[FOR FUTURE BUSINESS | ¢ > . Changes in network position and positiop.' Sanctions from other actors?
* Possible effect on new market opportunities.
. J
N
[NETWORK LIMITATIONS l« > Number of and q}lgllty of othe.r market actors comPared to existing partner.
) * Reduced competition in supplier market when cutting out partner
J/
(e Necessary changes in activity structure with new partner/or inhouse h
[ SET.UP COSTS |« * Effect on own resource utilisation and new resource demands
J * Cost and risk of disturbances and delays in e.g. project progress.

\_* Long term network effect of switching partner due to co-operative problems )

Figure 1. Attenuating analysis

Phase three: Attenuating action

In order to restore a relationship we thus infer that the awareness of what will be lost after a
potential relationship ending has to be supplied with a dyadic process. No matter the
awareness of one of the parties about the attenuating factors, the other party can still obstruct
the restoration of the relationship. This leads us to the second part of the conceptual model
where the parties learn to understand the other party’s set of perceptions, and after that to

reduce the tension. The process is referred to as restoring action.

Ending a relationship is often triggered by conflicts (e.g. Ping 1993) caused by a combination
of predisposing factors and precipitating events (Halinen & Téahtinen 2002), which the
managers perceive as reasons for ending the relationship. As a social phenomenon, neither the
occurrence nor the outcome of the conflict is completely and rigidly determined by the
objective circumstances (Deutsch 1973). Therefore the parties’ perceptions of the conflict are
crucial when it threatens the continuation of a relationship. It should, hence be addressed

when trying to restore a relationship.
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The purpose of restoring actions is to learn to reduce the tension in the relationship. Through
the restoring actions the parties try to align their perceptions of critical issues in the
relationship, here labelled as perceptual distance in the relationship. In other words, the
restoration of the relationship is extended from a purely analytical exercise, i.e. attenuating
analysis, to a process where both parties try to adjust their perceived reasons for the tension in
the relationship. However, the purpose is not to solve the conflict events per se, but to learn to
balance different perceptions of precipitating events. On the other hand, as a positive side
effect some of the conflict events may also be solved which further improves the relationship.
However, the parties might have to live with a certain number of unresolved conflict events

which do not threaten the relationship. Figure 2 summarizes the stages of the process.

E Initial set of precipitating events and predisposing factors ]47

I
v v
Conflict events Conflict events
identified by Seller identified by Buyer
[ ]
v
{ The total amount of conflict events }
I
v v
Conflict events Assessment Conflict events
perceptions by Seller criteria perceptions by Buyer
l |
v
[ The perceptual distances ]
v
[ Balancing process ]

A

Enforced attenuating factors

Figure 2. Attenuating action

A number of precipitating events causing the conflict exist within the weary relationship.
Some of these are manifested and openly communicated, others are latent and hidden from
managerial intervention. This leads us to the first step in the model, which includes an
identification of conflicts based on both parties' perceptions of the events. Some events are
suggested solely by one side, whereas others are suggested by both sides. The events can
either be identified by the company or by a third party through unobtrusive data sources (e.g.

archives) or by obtrusive sources such as interviews. Conflict has to be operationalised, and
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we suggest conflict events, which assume that conflict is built up over a sequence of
interdependent episodes (Pondy 1967). In these episodes we find perhaps the most interesting
aspect of relational threats, the latent conflict that nobody really labels and treats like a

conflict, but which still represents a "wear and tear" in the relationship.

The assessment requires a set of assessment criteria, which should address core issues
related to the event's effect on the relationship. Two issues are of particular importance; the
perceived sources of the conflict event, and the perceived importance of the event. The
sources of conflict can be operationalised to the question of whether the event is associated
with formal (e.g. lack of routines, plans, contractual details, specifications) or informal
governance mechanisms (e.g. flexibility, ability to handle the unforeseen, trust) (see Vaaland,

2002a for further).

In the third and fourth stage, event perceptions and perceptual distance both parties separately
assess the total amount of conflict events in relation to the agreed assessment criteria. Both
parties thus have to accept that some of the events claimed by the other party might sound
unfair or based on misunderstandings in own eyes. Hence an event suggested by one party is
just as "good" as an event claimed by the other side. The parties' perceptions of the total
amount of conflict events are complied and structured to reveal the level of perceptual
distances. The level of distances of each issue can vary from nil to numerous depending on
the tension in the relationship, and the ability to reveal the most critical issues in the

relationship.

The final stage of the model is the balancing process. The aim of the balancing process is to
reveal why and where perceptual distances exist, and try to reduce the distance either by
removing the conflict events per se by e.g. clearing out misunderstandings, or by removing
the uncertainty about the extent and effect of an event. In both situations conflict "hidden" in
the relationship is disclosed and brought into mutual interpretation, which further reduces the

risk of having conflict events threatening the relationship.
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Application of phase 3: attenuating action.

Case selection and methodology

The study was based on a single case. Such procedure is generally preferred when the case
represents a critical case in testing a theory, when the case is extreme or unique, and when the
case is considered revelatory (Yin 1994). According to our perception of the case material all
three criteria seemed to be fulfilled. The case was critical and comprehensive enough to
confirm, challenge or extend relevant theory. The case was extreme in terms of technological
complexity and financial implications, and was revelatory in that it provided detailed and
comprehensive information about the relationship. We followed an embedded design based
on my ability to split the case into sub-units for extensive analysis (Yin 1994). Primary data

sources were applied.

The relationship applied for analysis can hardly be characterised as one at the ending stage,
rather a troubled relationship with a risk of further development into an ending as final
outcome. The case is a land-based 5-year building project involving the development and
delivery of electromechanical systems at the plant located in Norway. The client, and
customer, is a Norwegian based multinational company, referred to as "Buyer”. The project
goal is to extend the capacity of the plant, which is owned and operated by buyer. The
company has recently introduced a key supplier management program for developing a tight
relationship with key suppliers, among them a multinational company referred to as "seller".
The seller, a Norwegian based part of the multinational enterprise, engages in business within
a variety of areas including heavy electro and power systems, which represent the main
deliveries to the project. The project relationship between the two parties started at the

planning stage of the plant, and is scheduled to last until project completion in 2005.

One year after project start, in spring 2002, the first author was hired to carry out an analysis
of the relationship between the seller’s and the buyer's project teams with the view of trying to
improve the ongoing relationship. Both parties financed the analysis, which was based on the
assumption that they would jointly benefit from an improved business relationship. Secondly,
it was assumed that the analysis would secure the equal position of the parties, thus improving
the reliability of the analytical process. The process started with both sides collecting events,
which they later assessed. Following statistical treatment and development of perception

profiles a workshop, presenting and discussing the results of the analysis, concluded the
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process. Below we discuss the process and methodological challenges with basis in the

suggested model.

Application of the model

The initial relationship can be broadly characterised as tense, with several unsolved but not
threatening conflict events. In other words, the relationship was not yet in an “ending stage”.
At this stage the relationship was not "hostile" but tense after a project start-up phase
including improvisations made under strong time and cost pressures. Collaboration was
moderate with a potential for developing the communication beyond the level of "adverse and

traditional" buyer-seller roles. It was an ideal starting point for an application of the model.

The conflict events

The terms "conflict event" was relabelled to "episodes we preferably should have been
without" to be able to grasp latent conflict. The reason for doing this was to identify more
events than the popular use of the term "conflict" would have done. In cases such as this it is
advisable to remain sensitive to the parties' fear of claiming conflict in an ongoing business

relationship.

The process involved three groups of informants, all involved in the project as managers and
experts. Each group included 3 or 4 participants. First the seller side expressed and nominated
events, and a third person (i.e. the researcher) sharpened and formulated the events to enforce
the underlying dimension in the events. When someone sharpens and reduces complex
problems into a brief statement there is always a risk that new conflict may develop. To avoid
this it was emphasised that the third person (i.e. the “scapegoat”) had formulated the events.

Approximately 30 events were suggested fairly evenly divided between the two main parties.

Three challenges occurred during the identification of the events. Firstly, it was difficult to
fully separate events from the chain of events. Whereas some events were embedded in other
events, others addressed the same underlying problem identified at different stages of the
project. Secondly, the event formulation had to be carefully phrased to secure the
understanding of the other party, and to avoid unnecessary provocation and further escalation.
Thirdly, an event is always an indicator of an underlying phenomenon. In the interaction with
the parties the phenomenon was not always easy to understand. Producing a clear formulation

was even more difficult.
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The identification process started with seller, who nominated the first events. These were
presented to the buyer groups, who acknowledged the events (although they expressed doubt
about the "reality" of some), and supplied new events. Even at this stage some value was
added to the relationship in terms of disclosing possible "hidden bombs" with a potential of
causing trouble for the other party. The final list of events comprised a total of 30 events.
Some of the events were acknowledged by both parties, whereas the reality and relevance of

other events were contested by either one of the parties.

The assessment criteria

The assessment criteria followed Vaaland & Hakansson's (2003) classification, which
includes the perceived importance of the event, and the event's perceived association with
formal versus informal governance mechanisms. The latter implies that the sources of the
event are due to lack of formalised and predetermined patterns of behaviour (e.g. contract,
specifications or procedures), or informal mechanisms such as an ability to handle the
unforeseen and run the risk of "bending rigid rules" if necessary. The criteria were measured
in a five-point scale, with value 1 as pure informal governance and value 5 as pure formal
governance, and with importance ranging from 1 (lowest importance) to 5 (highest

importance).

Even perceptions and perceptual distance

The main challenge was to assess the importance of the events. Whereas an event can be
perceived as being of great importance in a short time perspective, the same event may be
seen as an insignificant problem in the long run, and vice versa. So what time perspective
should be applied when assessing importance? Furthermore; is a high recurrence event more
important than a rare but an intense event? It was left to the parties to interpret the issue, with
the view of discussing it in the final phase of the study. Nevertheless the criteria would benefit
from more precise operational definitions. The perceptions were loaded in a statistical
package (SPSS). Perceptual distances were calculated, and displayed along three dimensions
(i.e. actor bonds, resource ties and activity links). The two perceptual variables, importance

and sources of conflict were plotted into a grid as illustrated below.
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Figure 3a indicates four zones; two balanced zones where the perceptual distance is low with
respect to the fundamental sources of the conflict events, and two unbalanced zones with a
significant perceptual distance. In figure 3b we see balanced perceptions, but with varying
degree of formal versus informal sources. Events classified as actor bonds are to a greater
degree caused by lack of informal governance mechanisms than events related to activity

links between the two companies.

The balancing process

The perceptual distances were presented to the parties in a two-day workshop set up to discuss
the reasons for the distances that had been identified, and to smooth out perceptual
disagreements. The third person acted as a buffer against provocations and as a catalyst when
the parties' positions were locked. The parties reconfirmed the distances and then discussed
them in detail to find the basic underlying dimensions to the events. The discussion thus
opened up for a debate that went beyond the event itself, and which had the effect of opening
up the eyes of the other party to the adversary’s perception of previous actions or lack of
action. Each party got an understanding of why the other party had put a specific event on the
list of relational "threats" (i.e. conflict events). It also gave an indication of the significance of

the event as seen by the other party, and the underlying reasons for the emergence of events.
The balancing process comprised various answers to the why, how and what question related

to the events. Firstly, the focal party could acknowledge why the other party found the

particular event "unnecessary", thus reducing the potential for further escalation of the event.
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This was an exercise in perceptual understanding, which easily might be distorted by
assumptions about "the real fact". Misunderstandings and events of low substance can be
detected and sorted out. The why question can also lead to a more fundamental discussion
about e.g. poor utilisation of joint resources and ineffective activity links. In any case the list

is useful in order to avoid later surprises and further escalation.

Secondly, the perception of the events varied along the two dimensions, importance and
sources. The question of sow important the events are to the parties can be illustrated by the
following. Whereas seller rated "lack of rapid response from buyer on technical questions
arising on the site during seller's work" to be of high importance, buyer considered it as an
issue of low importance in the broad picture. Other issues were considered equally important
by both actors, e.g. that "Seller sometimes did not fully grasp the role of the system supplier,
acting like a regular, independent supplier". In some cases the other party may easily resolve
an undesired, high importance event. In other cases both parties can at least jointly search for
alternatives to reduce the importance by splitting the problem and solve parts of it. The

balancing process opens for such an approach.

Thirdly, with respect to the underlying sources of the events, the parties looked quite
differently upon the lack of system supplier consciousness referred to above. Seller claimed
that it was caused by a lack of informal interaction, whereas buyer considered it to be a
structural problem, which could easily be solved by more specific contracts and better
planning. This implies that fundamental questions as to how the relationship can be further

developed are addressed by means of quite explicit "real life" examples.

An effect of the balancing process was to enhance the climate between buyer and seller. The
climate clearly indicated a more open and trust based form of communication, and a stronger
mutuality than before. This change in the relational atmosphere was easy to see; the parties
made concessions to each other over the table on issues that had remained unsolved for some
time, and without experiencing a bargaining situation. One reason for the change of attitude
can be that the balancing process had primarily focused on understanding the perceptual
distances, not resolving conflict events. Hence the pressure for resolving disputed issues was

simply not there.
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Regardless of the parties’ extent of agreement in their perceptions of why, how and what, the
most significant threat to the relationship, the element of surprise was reduced. Even more
important, the risk of further slide and escalation of conflict events into a legal dispute was

significantly reduced.

Business relationship restoration model

The relationship restoration process thus includes three stages; firstly the parties need to
identify attenuating factors as the reasons for continuing the troubled relationship, and
secondly they analyse the importance of the attenuating factors. At this point, of course, the
managers reach a conclusion concerning their continuation of the relationship, whether it is
worth saving or not. If it is considered worth saving, the partners engage in open discussion
about their perceptions of the reasons for ending the relationship and ways to balance their
perceptual distance and start restoring actions. Thus combining the starting situation with the
three stages and the end result of the process, we picture the business relationship restoration

process in Figure 3.

Relationship

restored
f

[

Stage 3

Attenuating action
’%
Stage 2
Attenuating factor analysis
’—A

Stage 1
Identification of attenuating factors

’—f

Relationship in
the ending stage

Figure 3. Relationship Restoration Model

Although the partners make the process, we suggest that the best results will be achieved if
the partners engage an outsider to assess them as they travel through the restoration process.
The rationale for bringing in a third party to resolve the situation and start the restoration

process is illustrated in the following quote from a supplier, “there is sometimes an
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underlying acceptance from both parties that a disputed issue, which puts the relationship on
the brink of termination, does belong in court. In such cases there is no real risk of
Jjeopardizing the relationship". The third party will be the one settling the argument and the
partners can concentrate on continuing their relationship in spite of the conflict that would

otherwise put the relationship’s future into danger.

Discussion and implications

The aim of this study was to construct a process model of business relationship restoration.
The model consists of three stages; the identification of attenuating factors, the attenuating
analysis and the attenuating actions. Before presenting the stages, this study suggests a
categorization of attenuating factors, resulting in five categories; lost relational investments,
dissolution process costs, possible sanction for future business, network limitations, and set-
up costs. The attenuating factors may be related to the focal relationship, to the network where

the relationship is embedded as well as to the new replacing relationship.

We propose that by analysing the extent and importance of attenuating factors, the partners in
a troubled relationship will become more aware of the reasons for continuing the relationship.
Moreover, this awareness increases the parties’ willingness to engage themselves in
attenuating actions, thus trying to save the relationship from dissolution. The procedure was
recently successfully applied on a tense relationship between two industrial companies in
Norway (Vaaland 2003). Apart from using the suggested process in restoring business
relationships in trouble (i.e. correcting something that has gone wrong), the same strategy
may be applied as a powerful maintenance strategy, thus preventing the relationship from
entering a dissolution phase. From research on personal relationships, we know that
dialectical tensions are an inherent part of every relationship and thus that there are instability
and constant change in relationships (Montgomery 1993). We argue that the same applies in
business relationships which always include relationships between individual managers.
Therefore the partners have to be prepared for managing the change as well as the stability in

the relationship.
The key in managing this dilemma seems to be to treat the tensions or conflicts not as

negative elements, but as the very basic elements of relationship development and

continuance (see also Montgomery 1993). This can be done by frequent use of proactive and
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constructive maintenance strategies (see e.g. Guerrerro, Eloy & Wabnik 1993), including
open communication between the business partners. The suggested relationship restoration
model highlights the importance of open communication in order to stop the ending process.

Otherwise it is difficult for the parties to commit themselves to continuing the relationship.

References

Alajoutsijarvi, Kimmo, Kristian Mdller, and Jaana Téhtinen (2000), "Beautiful exit: how to leave your business
partner," European Journal of Marketing, 34 (11/12), 1270-1290.

Bansal, Harvir S. and Shirley F. Taylor (1999), "The service provider switching model (SPSM). A model of
consumer switching behavior in the services industries," Journal of Service Research, 2 (2), 200-218.

Churchill, Gilbert A. Jr. (1987), Marketing Research: Methodological Foundations. The Dryden Press.

Colgate, Mark and Bodo Lang (2001), "Switching barriers in consumer markets: An investigation of the
financial services industry," The Journal of Consumer Marketing, 18 (4/5), 332-347.

Crutchfield, Tammy Neal (2001), "The effects of trust and commitment on retention of high-risk professional
service customers," Service Marketing Quarterly, 22 (2), 17-27.

Deutsch, Morton (1973), The Resolution of Conflict. New Haven: Yale University Press.

Dwyer, F. Robert, Paul H. Schurr, and Sejo Oh (1987), "Developing Buyer-Seller Relationships," Journal of
Marketing, 51 (April), 11-27.

Felmlee, Diane, Susan Sprecher, and Edwin Bassin (1990), "The dissolution of intimate relationships: a hazard
model," Social Psychology Quarterly, 53 (1), 13-30.

Ford, David, Lars-Erik Gadde, Hékan Hékansson, Anders Lundgren, Ivan Snehota, Peter Turnbull, and David
Wilson (1998), Managing Business Relationships. Chichester: John Wiley & Sons., 339-353

Gassenheimer, Jule B., Franklin S. Houston, and J.Charlene Davis (1998), "The Role of Economic Value, Social
Value, and Perceptions of Fairness in Interorganizational Relationship Retention Decisions," Journal of the

Academy of Marketing Science, 26 (4), 322-337.

Giller, Caroline and Sheelagh Matear (2000), "The termination of intern-firm relationships," Journal of Business
& Industrial Marketing, 15 (2), 94-112.

Ghauri, Pervez, Kjell Grenhaug, and Ivar Kristianslund (1995), Research Methods in Business Studies.
Hempstead: Prentice Hall Europe., 83-95

Gladstein, Deborah L. (1984), "Groups in context: a model of task group effectiveness," Administrative Science
Quarterly, 29 (December), 499-517.

Guerrero, Laura K., Sylvie V. Eloy, and Alisa I. Wabnik (1993), "Linking maintenance strategies to relationship
development: a reconceptualisation,” Journal of Social and Personal Relationships, 10 (2), 273-283.

Halinen, Aino and Jaana Téhtinen (2002), "A process theory of relationship ending," International Journal of
Service Industry Management, 13 (2), 163-180.

Heide, Jan B. and George John (1990), "Alliances in Industrial Purchasing: The Determinants of Joint Action in
Buyer-Supplier Relationships," Journal of Marketing Research, 27 (February), 24-36.

---- and Allen M. Weiss (1995), "Vendor consideration and switching behavior for buyers in high-technology
markets," Journal of Marketing, 59 (July), 30-43.

Page 19 of 21



Henke, Lucy (1995), "A longitudinal analysis of the ad agency-client relationship: predictors of agency switch,"
Journal of Advertising Research, 36 (2), 24-30.

Hocutt, Mary Ann (1998), "Relationship dissolution model: antecedents of relationship commitment and the
likelihood of dissolving a relationship," International Journal of Service Industry Management, 9 (2), 189-200.

Hakansson, Hakan and Ivan Snehota (1995), Developing Relationships in Business Networks. London:
Routledge.

Jones, Michael A., David L. Mothersbaugh, and Sharon E. Beatty (2002), "Why customers stay: measuring the
underlying dimensions of services switching costs and managing their differential strategic outcome," Journal of
Business Research, 55 (6), 441-450.

Kelley, Scott W. and Mark A. Davis (1994), "Antecedents to customer expectations for service recovery,"
Journal of the Academy of Marketing Science, 22 (1), 52-61.

Montgomery, Barbara M. (1993), "Relationship maintenance versus relationship change: a dialectical dilemma,"
Journal of Social and Personal Relationships, 10 (2), 205-223.

Moorman, Christine, Gerald Zaltman, and Rohit Deshpande (1992), "Relationships between providers and users
of market research: The dynamics of trust within and between organizations," Journal of Marketing Research, 28

(August), 314-28.

Morgan, Robert M. and Shelby D. Hunt (1994), "The Commitment-Trust Theory of Relationship Marketing,"
Journal of Marketing, 58 (3), 20-38.

Nielson, Charles C. (1996), "An empirical examination of switching cost investments in business-to-business
marketing relationships," Journal of Business & Industrial Marketing, 11 (6), 38-60.

Ping, Robert A. Jr. (1993), "The effects of satisfaction and structural constraints on retailer exiting, voice,
loyalty, opportunism and neglect," Journal of Retailing, 69 (3), 320-52.

---- (1994), "Does satisfaction moderate the association between alternative attractiveness and exit intention in a
marketing channel?" Academy of Marketing Science, 22 (4), 364-372.

---- (1999), "Unexplored antecedents of exiting in a marketing channel," Journal of Retailing, 75 (2), 218-241.

Pondy, Louis R. (1967), "Organizational Conflict: Concepts and Models," Administrative Science Quarterly, 12,
296-320.

Robbins, John E., Thomas W.Speh, and Morris L.Mayer (1982), "Retailer's Perceptions of Channel Conflict
Issues," Journal of Retailing, 58 (4), 46-68.

Roos, Inger (1999), "Switching processes in customer relationships," Journal of Service Research, 2 (1), 68-85.
Rusbult, Caryl E. and Dan Farrell (1983), "A longitudinal test of the investment model: The impact on job
satisfaction and commitment, and turnover of variations in rewards, costs, alternatives, and investments," Journal

of Applied Psychology, 63, 429-438.

Seabright, Mark A., Daniel A. Levinthal, and Mark Fichman (1992), "Role of individual attachments in the
dissolution of interorganizational relationships," Academy of Management Journal, 35 (1), 122-160.

Sharma, Neeru and Paul G. Patterson (2000), "Switching costs, alternative attractiveness and experience as
moderators of relationship commitment in professional consumer services," International Journal of Service
Industry Management, 11 (5), 470-490.

Stewart, Kate (1998), "The customer exit process - a review and research agenda," Journal of Marketing
Management, 14 (4), 235-250.

Page 20 of 21



Turnbull, Peter, David Ford, and Malcolm Cunningham (1996), "Interaction, relationships and networks in
business markets: an evolving perspective," Journal of Business & Industrial Marketing, 11 (3/4), 44-62.

Tahtinen, Jaana (1998), The Death of a Dyad: Theoretical Framework with an Empirical Illustration,
Proceedings of the 14th IMP Conference, Turku, Finland.

---- (2001), "The dissolution process of a business relationship. A case study from tailored software business,"
Doctoral dissertation, Acta Universitatis Ouluensis G-10, University of Oulu.

Téhtinen, Jaana and Aino Halinen (2002), "Research on ending exchange relationships: a categorization,
assessment and outlook," Marketing Theory, 2 (2), 165-188.

----and Halinen-Kaila (1997), "The death of business triads: dissolution process of a net of companies,"
Proceedings of the 13th IMP International Conference, Lyon, France.

Vaaland, Terje. 1. (2002), "Emergence of Conflicts in Complex Projects. The role of informal versus informal
governance mechanisms in understanding interorganisational conflicts in the oil industry," doctoral dissertation

1/2002 Dept.of Marketing. Oslo, Norwegian School of Management BI.

---- (2003), " Improving project collaboration: Start with the conflicts", On 2™. review in International Journal of
Project Management.

---- and Susan Freeman (2002), "From industrial friendship to two years in court. The design of a sensitive case
study," Proceedings of the 18th IMP International Conference, Dijon, France.

---- and Hékan Hékansson (2003). "Exploring interorganizational conflict in complex projects." Industrial
Marketing Management. 32 (2) 127-138.

Weiss, Allen M. and Erin Anderson (1992), "Converting from independent to employee salesforces: The role of
perceived switching costs," Journal of Marketing Research, 29 (February), 101-115.

Weiss, Allen M. and Jan B. Heide (1993), "The Nature of Search in High-Technology Markets," Journal of
Marketing Research, 30 (May), 220-233.

Withey, Michael J. and William H. Cooper (1989), "Predicting Exit, Voice, Loyalty, and Neglect,"
Administrative Science Quarterly, 24 (4), 521-539.

Yin, Robert K. (1994), Case Study Research, Design and Methods. Beverly Hills, CA: Sage Publications.

Young, Louise and Sara Denize (1995), "A Concept of Commitment: Alternative Views of Relational Continuity
in Business Service Relationships," Journal of Business and Industrial Marketing, 10 (5), 22-37.

Page 21 of 21



	Abstract
	Introduction and purpose of the study
	Phase one: Identification of attenuating factors
	Phase two: Attenuating analysis
	Application of phase 3: attenuating action.
	Case selection and methodology
	Application of the model

	Business relationship restoration model
	Discussion and implications

