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IMP 11th International Conference

Adaptationsin Buyer-Seller Relationships

Abstract

The concept of inter-firm adaptations has been an important component of the IMP
Interaction Approach since the first IMP study. Researchers working within the IMP
tradition have put forward a number of taxonomies of adaptations, but no satisfactory
definition of the concept. The management of inter-firm adaptations is a critical
component of relationship portfolio management. In order better to understand this
concept, and to support the formulation of inter-firm adaptation strategy, progress
must be made towards a satisfactory definition and taxonomy of adaptation behaviour.
This paper reviews the previous work on adaptations and the various attempts to create
taxonomies. Various definitions of adaptations are critically discussed and a refined
framework proposed. The results of four in-depth interviews are used to explore how
managers perceive buyer-seller relationships in terms of the five dimensions of

adaptation postul ated.



Adaptationsin Buyer-Seller Relationships

I ntroduction

The concept of adaptations has been used extensively in the work of the IMP Group.
For example, Ford (1990, p14) contended that:

"Another important aspect of the relationship is the adaptations which one or other
party may make in either the elements exchanged or the process of exchange .... The
manipulation of different aspects of adaptation is of course a critical marketing and

purchasing issue'.

And yet, as Hallen, Johanson and Seyed-Mohamed observed (1991, p29): "studies on
adaptations are lacking". Wilson and Moller (1991) have argued that, for al the merits
of the IMP Interaction Model, many of the constructs are not well defined, and
researchers do not share common construct definitions. The purpose of this paper is
to investigate the ways in which the concept of inter-firm adaptations has been defined
and measured, in order to suggest a "common construct definition”. To this end, after a
brief overview of the original IMP Model, several empirical attempts to measure and
classify adaptations are reviewed. The results of some exploratory field research to
investigate managerial conceptions of the notion of adaptations are presented, and

tentative conclusions are drawn.

The IMP Interaction Approach

The Original IMP Interaction Model

With the Interaction Model (Hakansson 1982), the IMP Group developed a model of

organisational buying in which they:



_retained important conceptua building blocks from earlier work on organisational
buying behaviour, such as Webster and Wind's (1972) concepts of the buying centre
and of buyer risk reduction behaviour;

_rgjected what Bonoma and Johnston (1978) had dubbed the separation assumption,
and the stimulus-response model of buyer behaviour;

_applied what, at the time, were emerging theories in the field of economics (new
institutional economics) and sociology (inter-organisational theory) to buyer-seller

relationships in business markets.

The main characteristics of the original (Hakansson 1982) IMP Interaction Model are

illustrated in figure 1.

(Figure 1 here)

The model uses the relationship rather than the transaction as the principa unit
ofanalysis. Thisisjustified on the basis that observed relationships between buyer and
seller organisations are frequently long-term, close and complex. Such relationships
are characterised by numerous exchange episodes. Exchange episodes may involve a
product/service or money, but in many cases involve no more than information
exchange or socia contact. Socia exchanges are important in the development and
maintenance of the relationship, to build and maintain trust between the parties.
Within the relationship adaptations take place, involving one or both parties in
relationship-specific investment in physical or human assets (for example, specific
training to operate the machinery manufactured by a particular supplier). Each

relationship has its own ‘atmosphere’, which :-

"can be described in  terms of the power-dependence relationship which exists
between the companies, the state of conflict or cooperation and overall closeness or

distance of the relationship as well as by the companies mutual expectations.”



(Hakansson 1982, p21)

The atmosphere of the relationship influences each exchange episode, and each
episode potentially affects the atmosphere, so influencing subsequent interactions

between buyer and seller.

The broader business environment is regarded as affecting the relationship and
exchanges which take place within it. The environment includes variables such asthe
structure of the markets in which the partners operate (e.g. the level of concentration)

and the dynamism (rate of change) of environmental factors.

From Relationshipsto Networks

The research focus of the origina IMP study (Hakansson 1982) was on individual
buyer-seller relationships. Everything outside of the two parties to the relationship
was deemed to be the environment. Clearly, however, some parts of the environment
are more important than others. In particular, other organisations with which the two
parties do business may influence their relationship. Even organisations which do not
directly interact with either party to a relationship may influence the conduct of the
relationship, if they are important actors in the wider business network. A great ded
of research subsequent to the original IMP study has been designed to investigate the
network approach to business marketing, an approach which was aready well-
established in Scandinavia (Johanson & Mattson 1994). Axelsson and Easton (1992)

summarised the state of the art up to 1992.

The Nature of Buyer-Seller Adaptations

The Importance of Adaptations

-486lt seems clear that adaptations must be a concept of central concern in the
analysis of buyer-seller relationships. If two 'partners were merely to transact
businessbetween each other under standard terms and conditions, at standard prices,
buying and selling standard products using standard commercia procedures, then it



would hardly be a 'partnership’. The defining characteristic of a ‘relationship’ or a
‘partnership’ must, surely, be that at least one of the partners adapts to the needs of the
other.

The concept of inter-firm adaptations has been used extensively in the IMP literature
(Turnbull & Cunningham 1981; Hakansson 1982; Turnbull & Valla 1986), but an
examination of that literature reveals no clear cut definition of the concept. The issue

of definition is addressed below, followed by a discussion of the related issues of

classification and measurement.

Defining Buyer-Seller Adaptations

There seems to have been no attempt to provide a clear cut definition of the term ‘inter-
firm adaptations' in the literature. The seminal source on the topic must be the original
IMP study (Hakansson 1982). The index promises a definition of adaptations on page
18, but page 18 offers no definition, only a series of examples to illustrate the concept.
Neither did Turnbull and Valla (1986) offer a definition of adaptations, although, like
the IMP Group before (Hakansson 1982) and Hallen, Johanson & Seyed-Mohamed
after (1991) they did presume to count adaptations. Hallen, Johanson & Seyed-
Mohamed (1991, p29) draw the analogy that:

"Adaptation is a concept with a long history in biology .... Adaptation has aso been

used in human and cultural ecology”

but again provide nothing recognizable as a definition of inter-firm adaptations. Ford
(1990) reiterated the importance of adaptations, but also avoided the issue of

definition.

The absence of a clear cut definition raises an interesting question - did the researchers
omit a definition because they thought it superfluous, or because they were unable to
devise a satisfactory one? The former might well be the case. Perhaps adaptations are,

self-evidently, what happens when one organisation changes something to meet the



needs of another. But need the "something” be changed uniquely for one other
organisation? What if the change is for "a few" other organisations? And, perhaps
more problematic, will a change in any "something” do? Or is it only changes in
certain "somethings' which constitute adaptations? And by just how much does
"something” have to change to constitute an adaptation? Does painting an order of
fork-lift trucks green instead of grey constitute an adaptation? What if they were
painted in the livery of the customer organisation? Unresolved issues, such as these,
suggest that previous researchers have found it problematic to render a clear and

concise definition of an adaptation.

The resort to definition by example in Hakansson (1982) and Ford (1990) is
interesting. It is as though the concept were too intangible to yield to astraightforward
definition, but implies that 'you will immediately recognise what | mean when | show
it to you. Kutschker (Hakansson 1982, pl57) resorts to another expression,
"additional services' provided free of charge by suppliers. The term additional
services is used alongside adaptations without any attempt to distinguish between the
two. Implicitly, it seems that additional services are relatively less tangible
adaptations, while Kutschker reserves the expression adaptation for the relatively more
tangible, such as adaptations of the product itself. However, Kutschker admits
(Hakansson 1982, p157) that "the boundaries of the term 'additional services are not

clearly defined, neither in practice nor in theory".

The unqualified use of the term adaptations in the marketing literature is particularly
difficult to fathom, since it would not be unreasonable to define marketing itself as the
process of adapting one organisation to meet the needs of another. Take Levitt's

(1960, p10) classic statement of what has come to be known as the marketing concept:

"Selling focuses on the needs of the seller; marketing on the needs of the buyer.
Selling is preoccupied with the seller's need to convert his product into cash;

marketing with the idea of satisfying the needs of the customer by means of the



product and the whole cluster of things associated with creating, delivering and finally

consuming it."

However, stating a commitment to the marketing concept and actually implementingit
are not the same thing. In describing relationship marketing, Christopher, Payne and
Ballantyne (1991, p68) address much the same paradox - that what they are advocating

sounds just like Levitt's conception of marketing:

"If this sounds remarkably like any other form of marketing then we would say, yes,

marketing in theory but not in practice.”

What, then, is it that differentiates inter-firm adaptations from normal marketing
behaviour? The use of the term adaptation clearly implies departure from some norm.
That norm is, itself, undefined. One interpretation of such a norm is that it is what the
managers within an organisation had previously thought of as their standard marketing
mix. In going beyond the standard marketing mix, there are occasions on which
managers ardently hope that they need never duplicate the offering for another
customer (e.g. flexible payment terms), and other occasions on which they wish
equally ardently to replicate it (e.g. an innovative production process). So some
adaptations become absorbed into the marketing mix, while other adaptations remain
exceptional. In the spirit of this discussion, a definition of adaptations might be

proposed as follows:

deviations from the standard marketing mix designed to meet the specific needs

of an individual customer.

However, there are two obvious drawbacks to this definition. First, it focuses on
themarketing mix. While the marketing mix can be defined very broadly, it is doubtful
whether it can be extended to include the organisational structure or the production

processes of a supplier. Yet changes to both organisational structure and production
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process are cited in Hakansson (1982) as examples of adaptations. Second, this can
only be a definition of adaptations from the supplier's perspective, and excludes
adaptations made by a customer for a particular supplier. Perhaps customer

adaptations could be defined analogously as:

deviations from standard procurement practices designed to facilitate exchange

with an individual supplier.

But this definition, combined with the one suggested above, till suffers from the
deficiency that it concentrates on a narrow range of managerial variables - the

marketing mix and procurement procedures respectively.

An aternative approach to definition is to focus not on the outcome of adaptation

behaviour (an atered product, delivery schedule etc.) but on the behaviour itself.

Buyer-seller adaptations are defined as behavioural modifications, at the

individual, group or corporate level, carried out by one organisation, which are

initially designed to meet specific needs of one other organisation.

This definition encompasses both marketing and purchasing actions, and
allconceivable types of adaptation. The drawback of such a broad definition is that it

offers little impression of what form adaptations take in practice.

Adaptations. Classification and M easur ement

Severa attempts have been made to classify adaptations. Three maor taxonomies
(Hakansson 1982; Turnbull & Valla 1986; Hallen, Johanson & Seyed-Mohamed 1991)

are compared in table 1.

(Table 1 here)
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There is a fairly high correspondence between the categories used in the three studies.
However, in Hakansson (1982) there is no discrimination between customer and
supplier adaptations, whereas in the other two studies it was considered necessary to
separate the classifications. Four categories of variable are common to the three
studies, a further two are common to two of the studies, and only one category is

unique to a single study:

Common to all three studies

_Product (design and specification)
_Manufacturing/production process
_(Production) planning

_Stocks (stockholding)

Common to Hakansson (1982) and Turnbull & Valla (1986)

_Payment terms/systems (financial procedures)

_Delivery

Unique to Hakansson (1982)

_Administrative procedures

Further detailed analysis has been carried out of the case studies reported in the
original IMP study (Hakansson 1982). An analysis of the specific occasions on which

adaptations are mentioned in the marketing case studies described in the study yielded
the datain table 2.

(Table 2 here)



A single page reference is provided in table 2 for each example of a supplier
adaptation, although several adaptations are mentioned frequently in the case studies.

The first column of table 2 provides a brief description of the adaptations, and in the
second column an attempt has been made to alocate the adaptation to one of the
categories proposed by the researchers themselves (see column 1 of table 1). Clearly a
number of the occurrences identified as adaptations in the case studies cannot readily
be allocated any of the proposed categories of adaptation, which casts doubt on the
taxonomy. This could be corrected if the categories ‘information’ and ‘organisation
structure’ were added. By combining the categories suggested in table 1, and adding
information and organisation structure, the following taxonomy of adaptation

behaviour can be created:

Taxonomy of Inter-firm Adaptations

Customer Adaptations Supplier Adaptations
Product Product
Production process Production process
Production planning Production planning
Payment terms Payment terms
Stockholding Stocks & deliveries
Organisation structure Organisation structure
Information provision Information provision

However, this taxonomy, like those described above, focuses on the end product of
adaptation behaviour. It is likely that these categories could aso be proved
incomplete. Perhaps the attempt to classify adaptations on the basis of the outcome of

adaptation behaviour is ultimately doomed to failure.

An Alternative Approach to Classifying Adaptations

The studies cited above share a focus on the outcome of adaptation behaviour. The

taxonomies illustrated in table 2 are steadfastly concerned with what happens at the
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end of the adaptation process, rather than what motivates it. For example, a firm
adapts its product to meet the needs of an important customer, or provides unusually
detailed technica information. Surely, it is equally important to understand, and to
classify, what motivates these actions as it is to understand and classify the actions
themselves? When the firm adapted its product for a client, was this out of a spirit of
altruism? Woas it a quid pro quo for an earlier (or anticipated later) reciprocal favour?
Was the behaviour simply coerced out of the firm by a powerful client?

As Sako argues (1992, p44) "purely dtruistic acts are rare if not non-existent in
business'. In so ruling out atruism, it would seem reasonable to classify adaptations
as voluntary (in return for, or in the expectation of reciprocal favours) or coerced.
The following five dimensions of adaptation behaviour emerge from the discussions of

adaptation behaviour provided in earlier work by the IMP Group.

Resource commitment All the previous attempts to

measure adaptation behaviour have recognised that
adaptations vary in magnitude. Rescheduling deliveries
may be comparatively straightforward (low resource
commitment), whereas adapting the production process
will normally be costly (high resource commitment).

Proactive/reactive The adaptation may have been

requested by the partner (reactive), or may be initiated
without request (proactive).

Voluntary/coerced The adaptation may have been

conceded willingly (voluntary), or may have been
enforced by a more powerful partner (coerced).

Reciprocal/unilateral The adaptation may be clearly

linked to an adaptation carried out by the partner
(reciprocal), or may be independent of direct partner

reciprocation (unilateral). Reciprocal adaptations may be

14



explicitly linked - the result of a bargaining process - or
the link may be implicit. Where the link isimplicit the
process of mutual adaptation may be likened to one of
gift exchange (cf. Sako [1992, p44] on "the norm of
reciprocity” and gift exchange in business relationships).

Formal/Informal Adaptations may be formally

agreed, and possibly written into contractual
arrangements, or they may be informal. Informal
adaptations could be extended to include understanding
and adapting to the cultural traditions of a partner (cf. the
concept of distance reduction employed in the IMP

literature, for example by Ford [1980]).

Managerial Perceptions of the Concept of Adaptations

An exploratory study of managerial perceptions of the concept of buyer-seller
adaptations has been carried out. Four in-depth interviews were conducted with
managers directly involved in the management of one or more buyer-seller
relationship. In each case, after exploring the respondent's perception of the general
notion of inter-firm adaptations, the discussion concentrated on a single relationship
selected by the respondent as important to his organisation. Two of the interviews
were held at an automotive components manufacturer (Case 1. "Autobuy"), and two

were held at a telecommunications private network provider (Case 2: "Telesupply").

Case 1. Autobuy

Autobuy, a Division of an international motor manufacturer, has an annua turnover of
approximately £175 million. Two respondents were interviewed separately, one a
professional buyer, the other a manufacturing coordinator (who usually fills the role of

‘User' or 'Influencer' in terms of the Webster and Wind [1972] Buying Centre model).
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Autobuy manufactures automotive components almost exclusively for use by its parent
company. The adverse economic circumstances in the motor industry in the early
1990s encouraged the parent organisation to look for cost savings, this meant that, in
turn, Autobuy was forced to seek cost reductions from its suppliers.

The buying policy of Autobuy emphasises single sourcing, and the preference is to buy
from suppliers which have achieved a high score on Autobuy's formal vendorrating
scheme. On the subject of adaptations, the buyer said that "in general, suppliers have
to adapt to the policies of Autobuy”. Both the buyer and the manufacturing
coordinator regarded power as the main factor influencing adaptation behaviour. This
is consistent with the findings of Hallen, Johanson and Seyed-Mohamed (1991)
regarding the influence of power-dependence on adaptations. The following

adaptations by suppliers were itemised by the respondents:

Just-in-Time delivery

Altering production schedules

Local warehousing facility

OA ccepting Autobuy payment terms
Pursuing continuous quality improvement

Engaging in joint problem solving

Autobuy usually does not adapt to meet the needs of its suppliers. In most cases the
suppliers are much smaller organisations, which rely heavily on the business which
they transact with Autobuy (cf. the concept of "resource dependence” articulated by
Pfeffer and Salancik, 1978).

The first relationship explored in detail was between Autobuy and a supplier of high
value-added moulded plastic components ("Plastico™). Autobuy is Plastico's largest
customer, and Plastico is Autobuy's largest supplier. Plastico has invested heavily in
manufacturing equipment which is justified by the volume of business fromAutobuy.

The business relationship is more than 10 years old and there are extensive, multi-level

16



contacts between the organisations, including a direct CAD/CAM link between the
Autobuy product development unit and the Plastico design team. However, the
pressure which Autobuy has recently brought to bear on price has caused a
deterioration in the relationship, and there has been a noticeable increase in the level of
conflict. Very little mutual adaptation has taken place within the last three years, the
level of perceived mutua trust is lower, and the perceived quality of information

exchange has deteriorated.

The second relationship explored in detail was between Autobuy and an American
supplier of complex and high value-added castings ("Americo"). Americo is judged to
be the world leader in this type of casting, and their expertise in this vital component
means that the normal power advantage which Autobuy holds over its suppliers is
neutralised - this is much more a relationship of equals. The relationship is
approximately 10 years old, but inter-firm contact remains formal. Americo does not
seek to establish close personal relationships with Autobuy. Conflict is ubiquitous in
the relationship, but is characterised as "bickering" rather than serious disagreement.
Autobuy has adapted for this partner. Standard Autobuy payment terms are not
imposed upon Americo, and Americo is not treated in the same cavalier manner in
which Autobuy treats most of its suppliers (e.g. keeping representatives waiting for

meetings, unilaterally imposing price cuts).

Case 2: Telesupply

Telesupply, a Business Unit within a large telecommunications company, has an
annual turnover of approximately £100 million. Two respondents were interviewed
separately, one a marketing manager, and the other a customer focus manager.
Telesupply is a provider of private telecommunications networks, largely to

multinational customers. The UK telecommunications market is substantially
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deregulated, and the business in which Telesupply operates is particularly competitive.
In many cases the service provided by Telesupply is a critical input to the business of
the customer; notably, maor international financial service organisations rely on
private networks to conduct their business. There is a heavy concentration of sales
revenue in comparatively few major customers, each of which generates severa
million pounds of business per year. Both respondents regarded the establishment of
good persona relationships as the most important factor in winning and keeping
customers. The marketing manager observed that a change of account manager with a
major customer was often followed by a deterioration in the relationship, while the
Buildco relationship described by the customer focus manger was effectively saved by
the appointment of a new account manager. According to the marketing manager "in a
sense, the account manager's job is to bring about adaptations'. Expressions used by
the respondents for the process of adaptation were "tailoring the service to the
customer" and "stretching the envelope for a particular customer”. A number of

adaptations were identified by the respondents:

Speed of provision of service

Higher quality of service

Provision of tailored management reports

Engaging in joint problem solving

Telesupply technical staff located long-term on customer premises

Joint adaptation of promotional literature

Of the adaptations listed above, two are clearly mutual adaptations (joint problem
solving and joint adaptation of promotional literature). There was little evidence of
adaptations by customers for Telesupply. In contrast to the Autobuy case, where
power was in most cases asymmetrical in favour of the buyer, Telesupply is part of a

large corporate group and supplies what is a critical input for many customers. In
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terms of the classification employed by Krapfel, Salmond and Spekman (1991)

Telesupply is generally in a balanced power relationship with its customers.

-486The first relationship discussed in detail was between Telesupply and a provider
of information services to the financial services industry (“Infoserv"). Infoserv is a
very large customer, generating approximately £4 million revenue per year.
Telecommunications is fundamental to Infoserv's business, and Infoserv is one of
Telesupply's oldest customers. There are regular meetings at several organisational
levels, including weekly meetings to discuss customer service levels. Meetings
between technical staff have been supplemented by occasions on which a Telesupply
engineer has worked long-term on the customer's premises. Infoservdemand, and
receive, higher service levels than other major customers. In general, more Telesupply
people make more vidits to Infoserv premises than is normal, even for such an
important customer. However, few new adaptations have occurred in this relationship
within the last three years. The respondent observed that "there are few adaptations
left to be made”. Infoserv has not made any noticeable adaptations in this relationship.

The second relationship discussed specificaly was between Telesupply and a mgor
building firm ("Buildco"). This is regarded as an important customer relationship,
even though Buildco generates less than 1% of Telesupply revenue. The Buildco
Information Technology Director is an influential figure, regarded as an authority on
telecommunications systems by other buyers. The relationship is three years old. For
the first two and a half years of the relationship conflict was high, since the customer
felt that the Telesupply account manager was providing a poor level of service. A new
account manager was appointed six months ago, and coordinated the joint
development of a joint action plan to improve service. This has now been largely

implemented, and monitoring indicates that the objectives are being achieved. No

adaptations by Buildco for Telesupply were noted.

Discussion of the Case Studies

An analysis of the case studies, in terms of the five dimensions of adaptation behaviour

identified above, is presented in table 3.

(table 3 here)
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The Autobuy and Telesupply case studies present markedly different patterns of

adaptation behaviour. Broadly:

_Autobuy: adaptations tend to be substantial, unilateral and formal, coerced by
Autobuy from suppliers who react to Autobuy's demands;
_Telesupply: adaptations tend to be minor, unilateral and informal, volunteered by

Telesupply, whose account manager encourages proactive adaptation.

It is striking that adaptation behaviour in the case examples was largely unilateral,
comprising adaptations by suppliers for the customer. Turnbull and Valla (1986)
found, in their analysis of 139 customer-supplier relationships, that there was
approximate parity between the mean number of adaptations carried out by customers
and suppliers. However, the fieldwork reported here is exploratory, and not designed

to provide the same sort of quantitative insights furnished by Turnbull and Valla.

A number of reasons suggest themselves for the differences observed between
Autobuy and Telesupply. The first is methodological. In one case relationships are
being examined from the perspective of a buying organisation, in the other
(Telesupply) from the perspective of a selling organisation. However, there are good
reasons to believe that the differences between the cases run deeper than this,since

Autobuy and Telesupply differ markedly in a number of key characteristics:

_different industry sectors (manufacturing vs. service sector)
_technological differences (assembly of medium technology automotive components
contrasted with leading edge telecommunications technol ogy)

_the differences in power balance within the observed relationships.

Conclusion

It is recognised increasingly widely that organisations marketing products and services

to businesses should be encouraged actively to manage their portfolio of customer
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relationships. Ford (1990) considers that marketing managers face two types of
problem, limitation and handling problems, and that "the handling problem concerns
both the long-term aspects of the relationship as well as the short-term exchanges of
different elements’ (Ford, 1990 p 21). Marketing managers have to make both
strategic decisions, about the overall level of adaptation which is desirable within a
relationship, and tactical decisions, about specific adaptation possibilities. Very little

guidance on adaptation decisionsis to be found in the output of the IMP Group.

Published research on the topic of adaptations has been largely concerned with
providing examples of adaptations, classification schemes for adaptations, and with
counting adaptations.  There seems to be no clear-cut definition of the concept
ofadaptation in the literature, while the taxonomies which have been used are
demonstrably incomplete, and focus on the outcome of adaptation behaviour, rather

than the process of adaptation or the motivation for adaptation.

In this paper suggestions have been put forward for the definition and classification of
adaptation behaviour. However, these are as yet tentative, and require more
substantial empirical testing. The next phase of the present study will be to design a
more extensive field study to cast further light on the issues of defining, classifying,
measuring and counting adaptations in buyer-seller relationships. Ultimately, this work
may Yyield practical advice for managers faced with day-to-day decisions about the

extent to which they should adapt for particular  customers.
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Tablel

Taxonomies of I nter-firm Adaptations

Hakansson, 1982 Turnbull & Valla, Turnbull & Vdlla, Hallen et al, 1991 Hallen et al, 1991
1986 1986
Customer Supplier adaptations | Customer Supplier adaptations
adaptations adaptations

Product specification | Product Product Product Product

Product design Manufacturing Manufacturing Productionprocess | Production process
process process

Manufacturing Payment terms Payment system Productionplanning | Stocks

processes

Planning Productionplanning | Stocks& deliveries

Delivery procedure | Delivery

Stockholding Stocks

Administrative

procedures

Financia procedures
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Table 2

Supplier Adaptations |dentified in Hakansson (1982)

Description

Probable Category

Specia tools acquired (66)

Production process

Material quality improved (66)

Production process

Finer dimensional tolerance (66)

Production process

New equipment acquired (68)

Production process

Bureaucratic changes (joint control & test
procedures) (69)

Production process

Structure of marketing function altered (73) |???
Supplying more information (93) ?77?
Special products developed (93) Product
Stockholding policies altered (96) Stocks
Additional commercia & technical 7
information provided (93)

Product adaptation (96) Product
Product development (96) Product

Quality control processes altered (96)

Production process

Technical advice given (95-96)

xR

Extended credit allowed (99)

Payment system

Special volume discount allowed (99)

Payment system

Delivery lead-time shortened (171-172)

Stocks/deliveries

Extended warranty (171-172)

Product

Severe penalty clause accepted (171-172)

Product??
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Table 3

Analysis of the Case Studies

Dimension Autobuy Telesupply
Resource Emphasis is on substantial Mixed; many minor adaptations,
commitment adaptations, e.g. local essentially procedural, but

warehousing, adoption of JT and
EDI

providing higher service quality,
and long-term loan of engineering
staff are more substantial

Proactive -Reactive

Largely reactive; suppliersare
required to adapt to Autobuy
procedures, e.g. local
warehousing facility, payment
terms

Many proactive adaptations; the
job of the account manager seen
as to bring about adaptations for
the customer within Telesupply

Voluntary -Coerced

Largely coerced; Autobuy
recognises and exploits a more
powerful position

Mixed; faster speed of provision
and higher quality of service for
Infoserv essentially coerced; joint
problem solving & tailored
management reports largely
voluntary

Reciprocal -
Unilateral

Largely unilateral adaptations by
suppliers for Autobuy; some
mutual adaptation, e.g. joint
problem solving

Largely unilateral adaptations by
Telesupply for customers; some
reciprocal adaptations e.g. joint
adaptation of promotional
literature

Formal - Informal

Largely formal, frequently
contractual

Largely informal and non-
contractual; even service level
Improvements were not
formalised or specified
contractually
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Supplier

Organisation

ENVIRONMENT

ATMOSPHERE

Power/dependence

Cooperation

Customer
Closeness

Organisation
INTERACTION

PROCESS
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ABSTRACT

Adaptations are an important, arguably a defining, component of along-term buyer-
seller relationship. Substantial research evidence exists on the nature of the adaptations
which arise within such relationships. The processes involved in adapting for a
customer or supplier organisation are not so well understood. Five process metaphors
for adaptation within buyer-seller relationships are explored. Each is found helpful to
some extent in illuminating the process of adaptation. The metaphors are found to be
complementary, so that taken together they provide a coherent process view of buyer-
seller adaptations.

INTRODUCTION

Sufficient empirical evidence has now been gathered to make it uncontentious to assert
that long-term buyer-seller relationships occur frequently in business markets. That is
not to say that al transactions between business customers and their suppliers take
place within long-term relationships. But long-term, stable relationships are an
undeniable and important characteristic of business markets.

It has been argued (Brennan and Turnbull, 1995) that a defining characteristic of a
long-term buyer-seller relationship is adaptation. Adaptation, by one or both partners,
is a necessary condition for the existence of a "relationship” or "partnership”. In the
absence of some unique adaptation, the companies must, by definition, be exchanging
standard products or services on the standard terms and conditions which they would
offer to any other prospective customer or supplier. To sell someone a standard item
at a standard price, using standard sales procedures, delivering and invoicing according
to standard terms and conditions, and then to clam that you have a relationship with
them is either sophistry or self-deception.

The concept of adaptation is extensively used in the field of marketing and strategic
management. Here, the key theme is that the ability of the firm to respond to
environmental or market forces is a critical factor in survival and success. Researchers
working in the International Marketing and Purchasing Group (IMP) tradition have
long recognised the importance of the narrower concept of adaptation within buyer-
seller relationships. However, the principal research focus here has been on the



outcome of adaptation behaviour within relationships. To some extent, too, the
motivations behind adaptations have been explored. But something in between - the
process of adaptation - has been largely ignored. That adaptation can be conceived in
terms of a motivation, a process, and an outcome is summarised in Figure 1. Much
effort has gone into classifying and measuring the outcome of adaptation behaviour. A
synthesis of IMP classification schemesis presented in Table 1.

Table 1: Classification of Inter-firm Adaptations

Adaptations by the customer of ... Adaptations by the supplier of ...
Product Product

Production process Production process

Production planning Production planning

Payment terms Payment terms

Stockholding Stocks and deliveries
Organisation structure Organisation structure

I nformation provision I nformation provision

[Source: Adapted from Brennan and Turnbull (1995), p185]

The purpose of this paper is to explore the 'process component of the adaptation model
outlined in Figure 1. After a discussion of the broader concept of adaptation as it is
understood in the corporate strategy and strategic marketing literature, a number of
perspectives on adaptation from the IMP literature are summarised. It is argued that
there is a need for a clearer 'process view of adaptation in buyer-seller relationships.
A number of metaphorical alternatives for the process of buyer-seller adaptations are
described and discussed.
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Figure 1
A Model of Buyer-Seller Adaptations
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METHODOLOGY

The principal themes explored in this paper are theoretical or metaphorical in nature.
Nevertheless, they are occasionaly illustrated with empirical anecdotes. The origins
of these anecdotes lie in a continuing project to investigate the nature of adaptationsin
buyer-seller relationship. The study employs a case study research strategy, focusing
on two principa firms in each of three industry sectors. A 'dyadic’ approach is being
used, examining two or three buyer-seller relationships within each principal firm.
The main method of data gathering is semi-structured interviews with relationship
managers in both the buying and selling firm. In addition, internal and externa
documentary evidence has been collected.

STRATEGIC MARKETING MANAGEMENT AS AN ADAPTATION
PROCESS

Ansoff (1987) considered strategy to be an adaptive search process, which he
summarised as:

32



(1) a'cascade' procedure of successive narrowing and refining the decision
rules, (2) feed-back between stages in the cascade, (3) a gap-reduction process
within each stage, and (4) adaptation of both objectives and starting point
evaluation.

(Ansoff, 1987 p 47)

As Mintzberg (1994, p 36) has argued, the essence of the "Design School Approach”
to strategic management - which is where he locates Ansoff's work - is to establish
congruence, or fit, between external and organisational factors. The standard
pedagogical models of strategic planning (for example, Bowman and Asch 1987;
Smith, Arnold and Bizzell 1991) describe an idealised process in which objectives are
set, strengths and weaknesses analysed, external opportunities and threats identified,
and strategies are formulated to achieve just such congruence.

Those models of strategic planning which veer towards the 'rational planning' school
of thought, then, stress that strategy is the process of adapting the organisation to its
current and anticipated environment. While Mintzberg differs considerably from
advocates of 'rational planning' in terms of the planning process (for example, he
argues that strategy is often "emergent” rather than "intended") he does not take issue
with the notion of strategy as the process of adapting the organisation to its
environment.

A very similar 'adaptation’ model is often employed to describe the marketing
management process. The ingredients are an internal audit, an externa audit, a
SWOT, the selection of target markets, and positioning within those markets selected
(for example, Lancaster and Massingham 1993; Cohen 1991). The organisation will
adapt its objectives, structure, resources and operations to meet the challenges of the
environment and the market-place.

THE IMP CONCEPT OF ADAPTATION

While strategic marketing has often been conceptualised as a process of adaptation to
broad environmental and market forces, the notion of adaptation within IMP research
has usually been reserved for adaptations at the level of the individual relationship.
The original interaction model (Hakansson, 1982) included adaptation as one element
of along-term relationship, which was illustrated with many case study examples.
Turnbull and Valla (1986) attempted to quantify adaptation behaviour, considering the
number and magnitude of adaptations carried out by one partner for the other. In
addition, they distinguished between "usual" adaptations and "unusual" adaptations.
The former designed to suit the needs of many customers, the latter to suit the needs of
only one customer. In using the term 'adaptation’ for a change which is designed to
serve the needs of multiple customers Turnbull and Valla seem to have a broader
concept of adaptation in mind, perhaps more akin to the ideas discussed above. On the
basis of the two dimensions - ‘adaptation type' and 'extent of adaptation’ - Turnbull and
Valla proposed a two-by-two matrix for the categorisation of adaptations, which is
illustrated in Figure 2.
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The concept of adaptation was discussed extensively by Ford (1980) as an important
component in the development of buyer-seller relationships in industrial markets.

Ford postulated that adaptations played an important role in demonstrating
commitment by the partners, reaching a maximum at the 'development' stage of the
relationship. Hallen, Johanson and Seyed Mohamed (1991) subsequently investigated
the relationships between relative power, commitment and trust, and adaptations, and
echoed Ford in suggesting that adaptations may vary depending on the stage of
development of arelationship.

More recently, Halinen (1994) distinguished between ‘investing' and 'adapting’ within
buyer-seller relationships:

investing - the firm purposefully adapts or changes its resourcesin order to
make the relationship more beneficial .... adapting - the firm adapts itself to the
requirements of the other party or to the demands of the contextual setting and
eventual changesin it. [Halinen 1994, p226]

However, as Halinen herself observes (p226) "The two dimensions can actually be
seen as different sides of a same phenomenon”. The entirely valid distinction which
Halinen makes is between active adaptation (investing) and passive adaptation
(adapting). Investing is the taking of active steps to foster the partnership, while
adapting is refraining from action which might damage the relationship, such as doing
business with a specific third party. For the purposes of this paper both of these senses
will be considered to be covered by the terms 'adaptation’ and ‘adapting'.

METAPHORSFOR INTER-FIRM ADAPTATION

Morgan (1986, pl12) argued that the way in which people understand and interpret
organisational behaviour is rich with metaphor:

The basic premise on which this book buildsis that our theories and
explanations of organizational life are based on metaphors that lead us to see
and understand organizations in distinctive yet partial ways. Metaphor is often
just regarded as a device for embellishing discourse, but its significanceis
much greater than this. For the use of metaphor implies a way of thinking and




a way of seeing that pervade how we understand our world generally.
[Emphasisin original.]

Easton (1989) has applied metaphorical thinking to the concept of industrial networks,
concluding like Morgan that different metaphors illuminate the subject in different,
and partial, ways.  Five different metaphors for buyer-seller adaptations are explored
below.

ADAPTATION AS AN INVESTMENT PROCESS

The word 'investment' can readily be applied to buyer-seller adaptations. Thereis
some correspondence between Williamson's (1985) concept of investment in
transaction-specific assets and the idea of adaptations. From a transactions cost
economics perspective, adaptations create non-market assets which render the adapting
firm vulnerable to opportunistic behaviour by its counterpart. Easton and Araujo
(1994) argued that Williamson's concept was a very narrow one, essentially the bare
minimum investment that a partner needs to make to sustain the relationship at al.
They proposed a hierarchy of investments within buyer-seller relationships:

* minimal investment

* relationship specific investment

* relationship development investment
* secondary investment.

The notion of investment carries with it the idea of expending resources today in the
expectation of receiving eventually greater returns over an extended period. Thisis
illustrated in Figure 3.

Figure 3
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A sequence of positive net cash flows is expected to follow from an initial adaptation.
In order to calculate the equivalent values of cash-flows received at different pointsin
time, the process of discounting is employed. Alternatively, the internal rate of return
on the adaptation could be deduced from the net cash flow figures. The decision
whether or not to proceed with the adaptation could then be based on a ssmple decision
rule, for example:

* proceed if discounted net present value of cash flows exceeds zero
* proceed if discounted NPV exceeds the best aternative investment



* proceed if the internal rate of return exceeds the cost of capital.

It would be naive to argue that there is unlikely to be sufficient data available to carry
out the sort of calculations outlined above. Uncertainty and inadequate information
are conditions of virtualy any complex business investment decision. It seems much
more plausible to argue that such processes are simply not customary in the case of
buyer-seller adaptations. Perhaps not customary, but that does not mean entirely
absent. Examples may be found in the car industry.

There is aclear trend in the European automotive industry towards "systems buying"”.
Rather than buying many different parts from a multiplicity of small suppliers, the
major car manufacturers would prefer to buy pre-assembled "systems'. Thisis
creating a system of 1st tier suppliers who do business with the car firms, and 2nd tier
suppliers who do most of their business with the 1st tier suppliers. It is highly
desirable that 1st tier suppliers should locate their assembly plants near to the car
production plants, to enable true just-in-time operation. One such 1st tier supplier, a
supplier of exhaust systems, is currently deciding whether or not to invest in a plant to
meet the specific needs of GM. This same firm has aready invested over £5m in an
overseas facility located next door to a Ford car plant. The process of deciding
whether or not to carry out these specific adaptations is strikingly similar to the
standard model of an investment decision. Indeed, in this case the adaptation decision
is a decision whether or not to invest in specific fixed assets.

It seems likely that the investment metaphor is of greatest relevance where an
adaptation is on alarge scale and involves physical assets.

ADAPTATION AS A DECISION-MAKING PROCESS

The investment metaphor is also a form of decision-making metaphor, which involves
a particular type of decision-making process based on discounted cash flows. The
decision-making metaphor can be generalised to what Moore and Thomas (1988, p2)
call "aformal theory of decision-making”. The process of decision analysis advocated
by Moore and Thomas comprises the following steps:

* decomposing and structuring the problem
* assessing the uncertainties and values
* determining the optimal strategy.

The process of decision analysis, as it might be applied to an adaptation decision, is
illustrated in Figure 4. The process may be summarised as one of:

1. identifying the decision alternatives

2. predicting the different environmental circumstances which may prevail

3. associating probabilities with different environmental circumstances

4. estimating the 'value' of each decision alternative under each set of environmental
circumstances

5. calculating the 'expected value' of each decision alternative

6. selecting and implementing the optimal decision.



Figure 4
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Adaptation as a Rational Decision Process

In Figure 4 the key decision is whether or not to implement a specific adaptation for a
partner organisation. The upper line of the tree diagram explores the consequences of
adapting. A tangible asset may or may not be created; that asset may or may not have
a potential market value; in attempting to commercialise the asset, the company may
be successful or unsuccessful. The lower line of the tree diagram explores the
consequences of not adapting. There may, or may not, be an immediate loss of a
contract. Even if no immediate contract is lost, there may be a loss of goodwill, which
may subsequently lead to the loss of later contracts. By associating probabilities and
monetary values with each possible outcome, the ‘expected value' of each node within
the diagram can be calculated. By successively comparing the nodes within the
diagram, it can be established which of the alternatives - to adapt or not to adapt - has
the greater expected value. The normal decision rule would be to implement the
decision with the higher expected value.

This metaphor is not far removed from the idea of adaptation as investment, and the
same comments apply here regarding uncertainty and information inadequacy.
Similarly, just because there is information missing, or because there is uncertainty, is
no reason to reject the model as a description of adaptation processes. While it might
be considered unlikely that one would ever come across such an explicit process as
that described in Figure 4 in practice, there is no doubt that many of the considerations
outlined in Figure 4 are present when managers consider adapting for business
partners.

The Sales and Marketing Manager of a medium-sized (£25m turnover) automotive
components supplier described one important characteristic of a 'partnership’ as
follows:

"Of course, large customers sometimes make demands on us which they simply don't

realise are unreasonable. Y ou've got to have the confidence to go back to them and
say, 'Look, isthisrealy important? If it is, of course well doit. But you might find
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out it was just an off-the-cuff sort of request, they just didn't consider the impact it
might have on abusiness our size ...."

Implicitly the kind of thinking illustrated in the bottom half of Figure 4 isinvolved
here. The supplier calculates that he can fail to adapt without incurring any penalty in
terms of lost business or lost goodwill. And it seems likely that similar decision
processes are often present implicitly in buyer-seller adaptations.

In considering adaptation as a decision-making process it is interesting to return to
Mintzberg's distinction between deliberate and emergent strategy. Mintzberg (1994,
p23-24) argued that:

organizations devel op plans for the future and they also evolve patterns out of
their past. We can call one intended strategy and the other realized strategy.

To an extent, concludes Mintzberg, strategy is deliberate, and yet it also emerges as a
pattern in a stream of decisions. The same conclusion may be equally valid for the
adaptations process. In some cases, without doubt, adaptation decisions are made
explicitly and on the basis of the best information available. But in many cases, as
with strategy, the pattern in a stream of decisions by which two firms 'grow together'
may only be discerned retrospectively.

ADAPTATION ASA POLITICAL PROCESS

The emphasis now shifts from adaptation as a rational investment or decision-making
process to adaptation as the outcome of a process of negotiation. The key concepts
here come from March, Simon and Cyert (March and Simon 1958; Cyert and March
1963). Of course, the focus for the 'behaviora theory of the firm' was, indeed, the
economic decision-making process. But, whereas models such as those considered
above address decision-making as a rational process of optimisation, the focus hereis
on negotiation, power and satisficing. The behaviora theory of the firm postulates the
firm as a coalition of participants, involved in aprocess of negotiation over objectives
and the distribution of resources. The outcome of this process of negotiation depends
substantially on the bargaining power of the participating coalitions. Bargaining
power depends upon the degree of uniqueness (equivalently, the availability of
alternatives) of the contribution which an individual, or a coaition makes.

By treating the partners within a buyer-seller relationship as though they were
‘coalitions in a greater organisational unit (the relationship), the ideas of negotiation,
power and satisficing can be applied more or less directly. Indeed, some people might
argue that this is so obviously the way that buyer-seller relationships work, that it is
hardly a metaphor at al! Hallen, Johanson and Seyed-Mohamed (1991) found that the
interfirm balance of power was an important variable in explaining adaptations. Their
conceptualisation of power was derived from social exchange theory, with power
considered to be the reciprocal of dependence.

There is little doubt that the subtleties of the political processes involved in buyer-
seller adaptation, and in the management of relationships more broadly, are clearly
understood by many managers involved in relationship management. For example, the
General Manager of a medium-sized automotive supplier agreed that his company had



the power to shut down within hours the European production of several mass market
vehicles. Thereis no alternative source of supply for these components, and re-
sourcing them would involve a substantial lead-time. Asked if this gave his company
power over the automobile manufacturers, he said "Y ou don't feel that power. It's
false power. If you exploit it, by saying 'give us better terms or we'll shut your line
down' you are abusing your position. As soon as you do that, you are more or less
putting an end to the relationship.”

ADAPTATION AS A SOCIALIZATION PROCESS
According to Haralambos (1980, p4-5):

The process by which individuals learn the culture of their society is known as
socialization .... Socialization is not, however, confined to childhood. Itisa
lifelong process.

To paraphrase, socialization is the process of learning how to behave properly. Having
initially only alimited understanding of correct socia behaviour under particular
circumstances, the individual identifies gaps between their actual behaviour and
‘correct’ behaviour, and alters their behaviour to correspond more closely to the norm.
Positive reinforcement is experienced for correct behaviour, and negative
reinforcement for incorrect behaviour.

Just such a process can be envisaged in the development of buyer-seller relationships.
It is most apposite in the case of asmall firm, perhaps lacking formalised management
systems, which begins to do business with alarge, bureaucratic partner. Frequent
practical examples have been encountered of smaller firms (usually suppliers) having
to learn how to do business with larger partners (usually customers), and in the process
having to adapt their organisational structure, systems, and behaviours. In the case of
asmall, but well-established supplier to General Motors, it was remarked by one
manager that "of course, they are a small, traditional company, and they've had to
generaly pull their socks up to do business with GM".

Another automotive components supplier reported spending large amounts of
managerial time simply ‘learning how to do business with Ford. The types of
adaptation which are involved here would include:

* adoption of formal quality management systems

* understanding and ‘working with' bureaucratic customer systems
* learning to 'trouble shoot' problems internal to the customer

* formal and informal staff training associated with these activities.

The parallels to the positive and negative reinforcement which encourage people to
become socialized into a new culture, are, in the first instance, the contracts which may
be won or lost. The ultimate 'positive reinforcer' is the opportunity to become a
preferred supplier, and to increase the degree of security of the flow of business.

The socidization metaphor is not far removed from a more genera ‘learning
metaphor. The adaptation process can be envisaged as a process of learning. Here, the
ideas originating with the IMP Group begin to resemble a quite separate stream of
research which falls broadly within the field of organisational development and is
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encapsulated in the expression 'the learning company'. One might be forgiven for
mistaking the following extract on 'the learning company’, from Pedler, Burgoyne and
Boydell (1991, p22), for a piece of IMP literature:

Inter-company learning: Snce a Learning Company seeks to delight its
customers, it will engage in a number of mutually advantageous learning
activities. Joint training, sharing in investment, in research and development,
job exchanges - these are just some of the ways in which this takes place. The
corollary, of course, isthat it also joins with its suppliersin these activities.

ADAPTATION ASAN EVOLUTIONARY PROCESS

Evolutionary perspectives are increasingly being used to throw light on business
strategy (Barnett & Burgelman 1996). There is every reason to suppose that the
evolutionary metaphor will prove equally useful in facilitating understanding of inter-
firm adaptation processes.

In common usage 'evolution' is regarded as synonymous with 'development’. Indeed,
one definition of evolution provided by the Concise Oxford Dictionary is "gradual
development, especialy from a simple to a more complex form”. However, the sense
in which 'evolution' is used in the natura sciences is far more precise. According to
Jones, Martin and Pilbeam (1992) Darwinian evolution comprises four main parts:

* there is inherited variation between organisms

* organisms are engaged in a struggle for existence

* certain inherited variations enhance the probability of successful reproduction - there
is natural selection

* over along period the accumulation of favoured variations leads to new forms of life

the origin of species.

The Darwinian model allows for cumulative selection over multiple generations.
Douma and Screuder (1992) and Perren (1996) have argued that a Lamarckian
evolutionary model may be a more appropriate metaphor for organisational processes.
In the Lamarckian model individuals may develop unique characteristics during their
life-time, which are then capable of being passed on to subsequent generations. While
it is generally regarded as discredited in the biological sciences, the Lamarckian model
makes sense in the context of the world of organisations which, self-evidently, are
capable of developing new characteristics and passing them on to their 'offspring'.

Adaptation is central to the process of biological evolution, and is defined by Jones et
al (1992: Glossary, p 458) as:

Adaptation: an evolutionary process by which an organism becomes adjusted
to its environment; a feature fitted through natural selection for some special
activity.

Adaptation as a process by which buying and selling organisations adjust in order to
serve each other better would seem to be best described by a Lamarckian evolutionary
process. Thisis not to deny that Darwinian processes may also be important. Where a



large new customer enters a local market, some local suppliers will be better than
others at meeting its needs (variation), and will therefore have a greater chance of
thriving and ‘reproducing’ (natural selection). But thisis not a sense in which the
expression adaptation has been used within the IMP tradition.

FURTHER METAPHORICAL IDEAS

The ideas outlined above by no means exhaust the metaphorical possibilities for
illuminating the concept of inter-firm adaptations. As Oswick and Grant (1996) have
observed, awide variety of metaphors have been used to describe organisations and
organisational processes. A metaphor which has been used effectively by Wilkinson
and Y oung (1994) to describe inter-organisational buying and selling is that of dance.
Biological metaphors have a long history in organisational studies (e.g. Morgan 1986;
Perren 1996). Similarly, game playing has provided a rich source of metaphor,
whether in the form of formal game theoretic models (e.g. Axelrod's work on
Prisoner's Dilemma games [ Axelrod 1990]) or established sports and games such as
chess (Hakansson & Henders 1995) and football (Currie & Kerrin 1996).

The physical sciences also provide a source of metaphor for inter-organisational
adaptation. For example, the concepts of friction and inertia may be found useful in
illuminating adaptation processes. Friction is aforce which acts between objects,
tending to cause them to remain static relative to each other. One can conceive of an
inter-organisational adaptive friction, which must be overcome if the partners are to
bring about inter-firm adaptation. Inertia, on the other hand, is an intrinsic physical
property of a body which may be defined as "reluctance to accelerate” (Hannah &
Hillier 1991) and which is measured by mass. Any organisation within a buyer-seller
relationship has its own adaptive inertia, its own reluctance to adapt. By
distinguishing thus between friction and inertia, it is possible to focus attention on both
the inter-organisational elements of the adaptation process, and the intra-organisational
elements of the process. In order to bring about adaptations, both organisational
inertia, and inter-organisational friction must be overcome.

CONCLUSION

Each of the metaphors offers a dightly different perspective on the adaptation process.
They all contribute to an understanding of adaptation in buyer-seller relationships. For
example, the investment metaphor is particularly apt in the case of adaptations
involving the acquisition of substantial fixed assets, and the socialization metaphor
helps to understand the process of getting to know a new customer or supplier's
management systems. In Figure 5 an attempt is made to summarise the principal
contribution of each metaphor to understanding the adaptations process.
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Figure 5
The Adaptation Process: Scale and Formality

Planned
Formal

=}

Tactical AdaptatiornStrategic Adaptatig
Degree Political Investment
of Deliberate decisions

formality Ad Hoc Adaptation] Emergency or
Tacit Adaptatior|

Unplannell  Socializati on—p EVOIUtIONATY
Informal Emergent decisiong

Minor Major

Scale of adaptation

The dimensions used are the scale of the adaptation and the degree of formality in
planning the adaptation. Many minor adaptations 'just happen’, and are here called ‘ad
hoc adaptations. It is suggested that the socialization (or learning) processis
particularly apt to describe this process. Relatively minor adaptations which,
nevertheless, are formally planned (for example, certain changes to contractual terms
and conditions) are here called 'tactical adaptations. It is suggested that these may be
considered as bargaining chips in a political process. The top right-hand quadrant
contains large-scale, carefully planned adaptations, such as the investment in a
manufacturing facility specifically for a single customer. Deliberate decision-making
processes involving investment appraisal are likely to be used in such cases. The
fourth, bottom right hand quadrant is in many ways the most interesting. These are
substantial adaptations which are largely unplanned. To alarge degree these are likely
to emerge from along-term socialization process, or a Lamarckian evolutionary
process, as the accumulation of small changes creates large scale adaptation. Almost
without knowing it, over alengthy period one or both partners to a relationship have
adapted their whole business to the needs of a customer or supplier (hence 'tacit
adaptation’). Thisis very much like Mintzberg's idea of emergent strategy: only in
retrospect does it become obvious that the firm has adapted extensively for its partner.

Naturally, each of the metaphorical processes may be applicable in other quadrants of
the matrix. The political process, in particular, may be more or less ubiquitous.
Nevertheless, the pattern of forces identified in Figure 5 is proposed as a useful
indication of the primary processes involved in adaptation behaviour.
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ABSTRACT

The purpose of the paper isto report the findings from a qualitative study
which was designed to investigate how firms adapt for each other in the
context of buyer-seller relationships. The methodology involved the
development of dyadic case studies of 13 inter-firm relationships,
employing semi-structured interviewing of respondents from both ends of
the relationship. The degree of association is discussed between
adaptation intensity and the relative size of the firms, the atmosphere of
the relationship, relationship age, relative power/dependence, and the
managerial orientation of the parties. The intensity of inter-firm
adaptation behaviour is most clearly associated with relative
power/dependence, and with the manageria orientations of the parties.



ANTECEDENTS TO ADAPTATION IN BUYER-SELLER
RELATIONSHIPS

INTRODUCTION

The purpose of this paper is to report the findings from a qualitative study
of buyer/sdller adaptation behaviour. The study was conducted in the UK
during 1995/1996, in the telecommunications and automotive sectors, and
involved companies with headquarters in five countries (UK, USA,
Germany, Canada, and a UK/Japanese joint venture). The principa
purpose of the study was to gain a better understanding of why and how
firms adapt for each other in the context of buyer/seller relationships.

Specificaly, the following questions were at issue:

how are decisions to adapt made?

what management processes are involved in the implementation of
adaptations?

how does adapting, or the withholding of adaptations, affect the
development of a buyer/seller relationship?

what factors predispose partners in a buyer/sdller relationship
towards adaptation behaviour?

The theoretica background to the study has been reported previousy
(Brennan & Turnbull 1995; Brennan & Turnbull 1996). Suffice it to say
that there is adequate evidence from prior research to support the assertion
that adaptations are integra to the development of buyer/seller
relationships (Hakansson 1982; Turnbull & Vala 1986; Ford 1990;
Hallen, Johanson & Seyed-Mohamed 1991; Holmlund & Kock 1995).
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After an explanation of the methodology adopted, the research questions
outlined above are addressed. Some tentative findings on the managerial
processes involved in adaptation are described. The associations between
adaptations, the relative size of the parties to the relationship, and the
aimosphere of the relationship are discussed. A number of variables
(relationship age, relative power/dependence, managerial orientation) are
assessed in terms of their likey causal links with buyer and seller
adaptations. Finally, conclusions are drawn concerning why and how
firms adapt for each other, and ideas are presented for the direction of

future research.

METHODOLOGY

A case study approach was adopted, using a multi-case embedded design
(Yin 1994). Case studies were developed in the automotive and
telecommunications sectors'. In each sector the process of case study
development began with an investigation of the purchasing and supplier
management strategies of three mgjor purchasing organisations. Contacts
within the purchasing organisations were asked to suggest two supply
companies which could be used for the development of dyadic case
studies. Respondents in the purchasing and the selling organisations were
interviewed regarding the nature of the relationship. In both the
purchasing and selling organisations respondents were identified who had
direct involvement in the management of the focal relationship. Semi-
structured interviews were used as the primary method of data collection,

with atopic guide indicating the following broad areas to be investigated:



Obackground information on the respondent and the company
1the marketing (purchasing) strategy of the company

2trends in the business environment and market

Sidentification of key actors within the broader industry network
4history of the focal relationship

Sadaptations within the focal relationship.

In all, 36 qualitative interviews were conducted with a total of 37
managers, representing 15 companies. A total of 13 dyadic relationships
were investigated, between 6 purchasing organisations and 9 supply
companies (see Appendix 2). Interview length varied from 1 hour to 4
hours, with a mean length of 2 hours. In addition to the face-to-face
interviews, a variety of methods (fax, mail, phone, email) were used to
clarify or expand upon the data gathered. A number of characteristics of
the fieldwork are noteworthy:

Owhile it was anticipated that interviews would be one-to-one, a
number of respondents chose to invite an interested colleague to the
meeting - someone whom they believed could provide complementary
information

1a number of respondents were interviewed more than once

2in the telecommunications sector, where the industrial concentration
of the supply industry is high, a number of "purchasing” respondents
selected the same supplier.

This last point had not been anticipated in the origina research design, but

proved fortuitous since it enabled direct comparisons to be made of the

!Company pseudonyms are used throughout the paper to preserve respondent
confidentiality. A summary of the case study companies and relationships is provided
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Interactions between a single supply company and two or three purchasing
organisations. In a sense this echoes Yin's (1994) comparison of the case
study method with the experimental method. In the original research
design it was intended to hold the "purchaser" variable constant, and to
ater the "supplier" variable. Fortuitoudy, the case studies created
instances where the "supplier" variable was held constant while the
"purchaser” variable was atered.

As a means of validating the information gathered, notes of each
gualitative interview were sent to the respondent for comment shortly
after the meeting. A number of respondents provided feedback on the
interview notes, usualy where a point of fact regarding the industry or the
relationship needed to be clarified. Subsequently, respondents were sent a
report summarising the results from the complete series of interviews, and
again invited to comment. At this stage, presumably because it was by
now some time since the interviews had been conducted, the number of
responses recelved was low. This kind of process, sending interview
notes and findings to respondents, is advocated by Miles and Huberman
(1994) as one method of validating qualitative research data. In this
study, some useful responses were received, and the process of engaging
respondents in a "dialogue® improved the researcher/respondent
relationship, facilitating subsequent access.

Measurement
For purposes of research convenience it is easer to concentrate on the

perceptions of one party to the relationship concerning inter-firm

adaptations (single-end research). Where the research objectives clearly

at Appendix 2.



pertain to single-end perceptions of adaptation behaviour, this approach is
valid. However, where the research objectives are to establish the 'truth’
of inter-firm adaptation behaviour, this approach can only be valid if the
perceptions of the parties do not differ substantially. One of the findings
from this study is that differences of perception regarding adaptations do
exist between buying and selling organisations. To summarise..

In general, respondents tended to emphasise adaptations made by
thelr organisation, and place less emphasis on adaptations made by
the counterpart. Self-adaptation tends to be more visible than
partner-adaptation. Undoubtedly, there is a tendency to classify
what the other party does as 'no more than should be expected' (not
an adaptation), and what one's own company does as 'over and
above normal expectations (an adaptation).

More particularly, where a large customer interacts with a small
supplier, the customer tends to under-estimate the effort required
within the supplier organisation to respond to 'routine requests - for
example, the large car OEMs expect their suppliers to adopt the
current fashion in quality standards (e.g. BS5750, 1SO9000,
QS9000 and customer-specific systems), and appear not to realise
the administrative burden which this places on a smal firm. The
scale of an adaptation is judged against the resources available to
your own organisation

The interpretation placed on a specific adaptation by the supplier
and the customer can be different - for example, an adaptation
perceived by Intelco respondents as a 'breakthrough' in developing
their relationship with ABC (where ABC were persuaded to release
proprietary source code) was regarded by ABC respondents as a
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crude exploitation of power by Intelco, if anything damaging rather
than strengthening the relationship.

It follows that all the other aspects of measurement of adaptation are
coloured by the perspective of the respondent. A relationship in which the
customer (let us say, an automobile OEM) believes that the supplier has
adapted infrequently, and on only a small scale, could be the same one in
which the supplier (say, a smal-scde automotive component
manufacturer) believes that he has adapted often, and has devoted
substantia resources to specific investment for the customer. Therefore,
straightforward measurement techniques based on the reporting of the
frequency and magnitude of adaptations by a respondent from one or other
party to a relationship are fundamentaly flawed. The measurement of
adaptation frequency and magnitude must be based, at least, on reports
from respondents in both organisations. Idedlly, data would be gathered
from more than one respondent in each organisation, so that the degree of
inter-respondent consistency can be observed both within the partner
firms, and between the partner firms. In this study, multiple respondents
were interviewed from severa firms (e.g. UKTelco Intelco, Detroit Inc,
International  Exhausts), but the results cannot be investigated in the
manner suggested here because the respondents were selected to represent
different customer or supplier relationships. On those fortuitous occasions
on which it was possible to interview two or more people within a single
firm on adaptations within a given relationship, differences of perspective
were noticed.

PROCESSES OF DECISION-MAKING IN BUYER-SELLER
ADAPTATIONS
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In this section the findings from the study concerning managerial
decision-making processes involved in adaptations are discussed. The
field research revealed an enormous variety of adaptation behaviour,
ranging from minor adaptations involving some additional inter-
organisational contact and exchange of non-confidential information, to
major adaptations such as investment in large-scale customer-specific
manufacturing equipment. Not surprisingly, there was an equally wide
range of decision-making processes. In some cases adaptations took place
without any conscious decision having been taken, while in other cases
adaptations occurred only after extensive and formal data gathering,
analysis and decision-making processes. In the former case, adaptation is
an unplanned process that 'just happens, and there is no explicit
evaluation of the net gain from adaptation either propter hoc or post hoc.
In the latter case, adaptation is an extensively planned process, based
explicitly on the formal evaluation of net gain, with post hoc evaluation of
whether the anticipated return has been achieved.

Given this diversity in the decision-making process, an attempt is made
here to categorise the different decision processes, and to identify the
circumstances under which different decision-making processes are
applicable. The theoretical framework suggested by Brennan & Turnbull
(1996) is used to structure the analysis.



The Adaptation Process: Scale and Formality
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Source: Brennan & Turnbull (1996), p 144

The involvement and influence of different manageria levels and
departments in the adaptation process is associated with the nature of the
adaptation and of the decison-making process. This association is
Illustrated in table 1. Broadly, where 'planned’ adaptation decisions are
involved the decision-making level, and the number of departments
involved in the decision-making process, vary with the magnitude of the
prospective adaptation. Where the adaptation is 'tacit’, the result of an
accumulation of planned adaptations, it is not possible to specify either a

decison-making level or the range of departments involved in the process.



Table 1. Decison-Making in Adaptation Processes

Tactical adaptations: Political process

Decision-making level: Typically at senior
level of functional management (e.g.
Purchasing Director to sign-off amended
terms of contract) or at Board level

Departments involved: Limited number of
departments, nature of which depends upon
the areain which the decision lies (e.g.
purchasing and legal affairs where terms of
contract are involved)

Strategic adaptations: Formal decision-
making or investment process

Decision-making level: Top management

Departments involved: Wide range of
departments for purposes of data gathering
and analysis incl. marketing/purchasing,
engineering, quality, production/operations,
finance, legal affairs

Ad hoc adaptations. Socialisation process

Decision-making level: Various, but
generally at operating manager level in a
large company. Decisions may be made at a
senior level within a small company (within
which (a) there are fewer decision-making
levels and (b) a given adaptation is
comparatively more important than in alarge
company).

Departments involved: Normally only the
department actually implementing the
adaptation.

Tacit adaptations: Emergent decision or
evolutionary process

Decision-making level: Undefined, since
such decisions are ‘emergent’ rather than
planned.

Departments involved: Also undefined.
Multiple departments will have been
involved in the decisions which have created
asituation of 'tacit adaptation'.

ADAPTATIONS, RELATIVE SIZE AND ATMOSPHERE

Relative Size of the Parties to the Relationship

There were considerable variations in the relative size of the parties

observed in the case studies. In terms of company sales turnover, relative

size varied from aratio of approximately 1:1 (Intelco/Canatel) to aratio of
over 100:1 (USAuto/UK Metal). In generdl, the relative size ratios were

smaller in the telecommunications sector, and larger in the automotive




sector. In part, this ssimply reflects the large number of relatively small
automotive components manufacturers serving the UK market. However,
there is also an element of illusion here, since several of the automotive
components suppliers were subsidiaries of much larger groups Indeed,
respondents from International Exhausts claimed that they had actively
sought amalgamation into a global automotive components group in order
to compete as part of agloba company, recognising that automobile

OEMs wanted suppliers who could follow them into world-wide markets.

The opinion was heard from several respondents that the relative size of
the parties to a relationship was important in itself, and independently of
the power balance. Both Detroit Inc and UKAuto see the position of
small components supplier as problematic, their very lack of size
inhibiting the adoption of world-class manufacturing techniques, while
rendering them unable to follow the automobile OEMs into new markets,
particularly in the Far East. It is possible, therefore, to distinguish
between three "size" parameters, each of which may have a bearing on the
development and conduct of buyer-seller relationships, and on adaptation
behaviour:

Oabsolute size: affects the ability of a party to invest in the latest
technology and to collaborate with a partner in world-wide markets (i.e.
affects the ability of the party to adapt in ways which matter)

1relative size: independent of the power balance, this affects the ability
of the parties to meet on "equal terms’, affects whether they have a
similar perspective on the value of resources and on managerial
procedures (and, hence, influences whether or not they have a shared

understanding of the value of a given adaptation within the relationship)



2power balance: thiswill be further explored below - it isto be
expected that there will be a broad correlation between relative size and
power balance, but that in specific cases thiswill be mitigated by other
factors (for example, where a small supplier has acknowledged high
technical proficiency in acritical input area).

Relationship Atmosphere

It isto be expected that the relationship atmosphere will affect adaptation
behaviour, and that adaptations, in turn, will "feed back" into the
atmosphere. A number of specific examples from the case studies

illustrate this process:

OUSAUto/UK Metal: UK Metd reported that they withhold important
cost information from USAuto because they are convinced that it would
be used against them, i.e. that USAuto would use their considerable
power advantage to appropriate any efficiency gains achieved by UK
Metal - in this case an atmosphere of mistrust prevents adaptations from
taking place which could be of mutual benefit

1UKTelco/ABC: despite partnering overtures from senior management
levelswithin UKTelco, operational managers within ABC have grown
used to being treated harshly by this powerful customer in negotiations,
and this inhibits adaptation - again, alow trust/high antagonism
atmosphere prevents potentially beneficial adaptations from taking
place

2Intelco/Canatel: there is a Similar pattern in this relationship, with the
difference that power is more symmetrical, but again the problem was

observed that entrenched mistrust and antagonism at operational levels
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was inhibiting a planned partnering initiative from bringing about
beneficial adaptations.

It seemsto follow, therefore, that absent adaptations can be regarded as
the opportunity cost of alow trust, antagonistic relationship atmosphere.

On the other hand, there were examples of a positive feedback oop

between relationship atmosphere and adaptations:

ONewco/Canatel: in avery short time, the parties to the relationship
have succeeded in bringing about a relationship atmosphere which is so
close and trusting that some of Canatel's competitors have withdrawn
from bidding for Newco contracts - adaptations on both sides have been
extensive, bringing about arapid growth of trust
1Detroit Inc/International Exhausts: International Exhausts's investment
In specific manufacturing capacity for Detroit Inc was a demonstration
of both trust and commitment within the relationship, and the
aimosphere of the Detroit Inc/International Exhausts relationship is
characterised by notably higher levels of co-operation and trust than the
comparable International Exhausts/USAuto relationship.

The evidence from the case studies, therefore, supports the following

assertions;

that a favourable relationship atmosphere, characterised by high
levels of trust and low antagonism, is associated with high levels of
adaptation

that high levels of adaptation feed back into the relationship

atmosphere, increasing levels of trust and co-operation



that an unfavourable relationship atmosphere, characterised by low
levels of trust and high antagonism, is associated with the
withholding of potential adaptations.

Of course, the withholding of an adaptation does not act as such a clear
signa of relationship commitment as a positive adaptation act. In some
cases (but none observed here) it may be that a party clearly signals an
"absent adaptation” in order to send a particular message to the partner. It
is more likely (as observed here) that "absent adaptations’ are not
disclosed, firstly, to prevent the partner from using coercive power to
enforce them, and, secondly, to enable a "rhetoric of partnership” to

continue.

ANTECEDENTSTO ADAPTATION IN BUYER-SELLER
RELATIONSHIPS

In this section associations are investigated between the following
concepts.

Oadaptations by customer and supplier organisations

1the age of the relationship

2power balance within the relationship

3manageria orientation towards partnering within the customer and

supplier organisations.

In order to facilitate the analysis, relevant data from the case study

relationships have been reduced to a pseudo-quantitative form. The
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summary (pseudo-quantitative) datais presented in Appendix 1, where the
definitions of the variables constructed from the case study data are also
provided. Customer and supplier adaptations within each relationship
have been summarised using a 5 point scale, the manageria orientations
of the parties have been converted to a 3 point scale, and the power
balance within the relationship is aso rendered on a 3 point scale. Using
this reduced form of the case study information, it is possible to depict the
association between adaptations and the other concepts graphically.
Figures 2 through 6 present graphical depictions of the association
between supplier adaptations and relationship age, power balance,
customer and supplier managerial orientation. Figures 7 through 11
present the same depictions for customer adaptations.

Adaptations and Relationship Age

Figures 2 and 7 suggest that there is little association between adaptations
and relationship age. There was some evidence from the automotive
sector that OEM s expect certain adaptations (such as J T ddlivery, and
implementation of recognised quality systems) as a matter of course from
their new suppliers, implying a clustering of adaptationsin the early years
of the relationship. On the other hand, in the case of the longest-lived
relationships in the telecommunications sector (UKTelco/ABC,
Intelco/ABC), it was the relative scarcity of adaptations which was a
cause for surprise. In such cases, where two firms have done business
together for so long, then it is possible that most of the necessary inter-
firm adaptations have aready been implemented, so that little recent
activity isreported. Thisisakin to Ford's idea that adaptations would
become |ess noticeable during the long-term phase of the relationship life-
cycle (Ford 1980).



Thereis, therefore, little evidence of any regular pattern in the timing of
adaptations within buyer-seller relationships. In some cases there may be
an early cluster of adaptations, primarily of the sociaisation type, in order
to facilitate business between the two firms. In other cases there are long
periods of relative inactivity, followed by bursts of new adaptation (for
example, UK Telco/Softco [T2]). Major investment-type adaptations have
been observed both at an early stage of the relationship (Newco/Canatel
[T6]) and in awell-established, mature relationship (Detroit
Inc/International Exhausts [A3]). Naturaly, adaptations which fall into
the "tacit" or "emergent” category, and which follow from along sequence
of decisions which eventualy bind a company very tightly to a partner,
will only be seen in mature relationships (e.g. USAuto/UK Metal [A2)).

Adaptations and Relationship Power Balance

Figure 3 indicates the existence of an association between supplier
adaptations and the relationship power balance, while Figure 8 indicates
little association between customer adaptations and power balance.

The association between supplier adaptations and the relationship power
balance is expected, and corresponds to earlier findings (e.g. Halen,
Johanson & Seyed-Mohamed 1991). The presumed causal mechanism
linking adaptations to power is based upon the high degree of dependence
of the supplier on the customer, and therefore the ability of the customer
organisation ether through the coercive or the implicit exploitation of this
power balance to enforce adaptations. Underlying this process is the
knowledge that "you need us more than we need you", and the threat

(usualy implicit, sometimes explicit) that "if you don't do what we want,
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then we will take our business elsewhere". Such a causal mechanismis
highly plausible in the USAuto/UK Metal case (A2), but less plausiblein
the Detroit Inc/International Exhausts case (A3). In the former case,
managers at UK Metal are very conscious of the company's dependence
on USAuto, and clearly fed coerced into substantial organisationa
adaptations. Where UK Metal resisted this coercion (and refused a
specific adaptation for a USAuto division), they are convinced that this
caused aloss of goodwill and of subsequent business. However, in the
latter case the impression of the relationship is different. The Detroit
Inc/International Exhausts case is characterised by apparently high levels
of trust, and there is no evidence that International Exhausts was coerced
into the major adaptations which it has undertaken for Detroit Inc. The
managerial orientations of the two parties were at least as important as the
relationship power balance in bringing about supplier adaptations.
International Exhausts were determined to foster long-term relationships
with key customers, while Detroit Inc isin the process of developing a
supplier partnering strategy.

Thereislittle evidence in Figure 8 of an association between customer
adaptations and the relationship power balance. However, important
instances of customer adaptation were identified during the field research
which did seem to be associated with power. For example, Detroit Inc
have adapted their standard terms of contract for Deutsch Components -
thisis not a mgor adaptation in resource terms, but is significant from the
Detroit Inc perspective. In another case (from the pilot study), a Detroit
Inc manager described how Detroit Inc had tamely acceded to an 8% price
increase from an American supplier, when price reductions were being
demanded from other suppliers. In both of these cases, the explanation

from Detroit Inc is that the supplier is acknowledged to have a world-wide

62



technological lead in an important product area, so that Detroit Inc's
buying power is effectively cancelled out. It may be that the contradiction
between such examples and the absence of any association in Figure 8
may simply be attributed to the limitations of the data. The study was
designed to understand adaptation behaviour in context, and therefore uses
comparatively few, in-depth case studies, which were selected non-
randomly.

The outlier relationships in Figures 3 and 8 revolve around the
telecommunications organisation Newco. In the Newco/Canatel
relationship (T6), there has been substantial supplier adaptation, despite a
power balance clearly favouring the supplier. Inthe Newco/ABC
relationship (T5), there has been negligible customer adaptation, again
despite a power balance which favours the supplier. These examples
demonstrate that power alone is insufficient as an explanation of
adaptation behaviour. Another striking example is that between the
USAuto/International Exhausts relationship (A1) and the Detroit
Inc/International Exhausts relationship (A3). Despite asimilar power
balance in each case, International Exhausts has adapted markedly less for
USAuto than for Detroit Inc.

Adaptationsand Managerial Orientation

Each of the firms investigated has a unique orientation towards
partnership development. However, these can be classified into three

dominant categories.

Transactional. Inter-firm relationships are managed predominantly

on atransactiona basis: if a buying organisation, then there is no



policy to develop long-term partnership sources, if asdlling

organisation, there is no (explicit or implicit) policy of relationship

marketing.

Trangitional. Historically, inter-firm relationships have been

managed on atransactiona basis. However, the organisation is

now committed, at the top management level, to develop a

relational approach. If abuying organisation, a policy of

partnership sourcing has been developed, if a selling organisation,

efforts are being made to develop long-term customer relationships.

Partnering. Partnership sourcing, or relationship marketing, are

now firmly embedded in organisational practice, i.e. the problems

of implementation have been successfully addressed.

Each organisation has been classified according to this framework in table

2.

Table 2: Buying and Selling Firms Manageria Orientation

1
Transactional Transitiona Partnering
Buying Buying Buying
USAuUto UKTelco Newco
Intelco UKAuUto
SHling Detroit Inc
Sling
ABC SHling
Deutsch Components Canatel
Softco International Exhausts
UK Metal Nippon Components
UK Exhausts
US Components

Figures 4 through 6 examine the following associations.




Obetween supplier adaptations and customer orientation: does a
partnership sourcing policy tend to promote adaptations on the part of
supply firms?

1between supplier adaptations and supplier orientation: does an
orientation towards relationship marketing tend to promote adaptations
within the supply firm?

2between supplier adaptations, customer orientation, and supplier
orientation: is there an interaction effect between the manageria
orientations of the parties - where two "partnering” firms interact, is
supplier adaptation reinforced?

Only the direct association between supplier adaptations and supplier
managerial orientation is clearly supported by the data. In five
relationships, supplier adaptations were judged to be substantial (level 4 or
5), and in four of these relationships the supplier has successfully
implemented relationship marketing. In four relationships, supplier
adaptations were judged to be relatively minor (level 1 or 2), and in three
of these relationships the supplier pursues a transactional approach to
marketing.

Figures 9 through 11 examine the following associations:

Obetween customer adaptations and supplier orientation: does a
relationship marketing approach tend to promote adaptations on the part
of customer firms?

1between customer adaptations and customer orientation: does an
orientation towards partnership sourcing tend to promote adaptations

within the customer firm?



2between customer adaptations, customer orientation, and supplier
orientation: is there an interaction effect between the managerial

orientations of the parties?

Thereis no real support for these associations from the case study data. |If
the outlier relationship (Newco/Canatel, T6) were excluded, there would
be no discernible pattern to the scatter.

CONCLUSION

Buyer/seller adaptations are both planned and unplanned. Where they are
planned it appears that the relationships between the magnitude of the
adaptation decision, the seniority of the decison-making level, and the
complexity of the data gathering and decision-making processes are fairly
direct, as might be expected. However, substantial adaptations can
‘emerge’ incrementally over time as a result of a sequence of decisions,

each of which was relatively unimportant.

The size of the parties to the relationship is pertinent to the adaptation
process. Intheindustries studied, absolute size can affect the ability of a
partner to adapt in important ways (e.g. to support global expansion plans,
or to invest in expensive R& D). Therelative size of the parties can affect
their ability to meet 'on equal terms, and their perceptions of the
Importance of a given adaptation. Mutua understanding is facilitated
where the partners are relatively closein size. Relative sizeis aso related
to power/dependence. In this study the only clear association between
power and adaptations was found between supplier adaptations and
customer power. However, there was some evidence that customer
adaptations a so varied with relative power.



The age of areationship appears to be a poor predictor of the extent of
current adaptation activity. Certainly there are cases where the early
phase of arelationship is characterised by a burst of adaptation activity.
Equally, there are relationships in which, after a'quiet period’, thereisa
further burst of adaptations - perhaps in response to some externa change
(e.g. in technology), perhaps in response to a change of manageria policy
in one of the parties to the relationship (e.g. a customer implements
'supplier partnering’). However, there seems to be no genera relationship
between adaptation intensity and relationship age.

Manageria orientation emerges as an important factor driving adaptations
in the case of suppliers which adopt arelationa approach to marketing.
Other associations between managerial orientation and adaptations were
less clear. Nevertheless, the expectation remains that a customer
implementing a 'supplier partnering' strategy will adapt more for its key
suppliers than a customer explicitly pursuing a transactional approach to
purchasing. Furthermore, where two 'partnering' organisations interact
with each other, it is to be expected that a synergistic effect will be
created, and that mutual adaptation activity will be particularly extensive.

Given these observations, some future directions for research are fairly
clear. A number of the associations explored here could be tested more
rigorously by means of a quantitative study. In any such study, where the
am would be to gather sufficient (randomly selected) data pointsto
support detailed analysis of covariance, it is difficult to envisage how data
could be collected from both ends of each relationship. The measurement
Issues, noted above, associated with single-ended collection of

Information on adaptation behaviour would be a mgjor concern. An
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aternative (and complementary) approach would be to conduct in-depth
research on adaptations within a single relationship, gathering longitudinal
data on adaptation decisions as they happen, from multiple respondents in
each of the parties to the relationship and in relevant third-party
organisations. In a sense, these research options are ssmply a means of re-
stating the three-horned dilemma of research strategy identified by
McGrath, Martin and Kulka (1982) - namely, that in all research designs it
IS necessary to trade-off generalisability (with respect to populations),
precision (in control and measurement of variables), and existentia
realism (of the context within which behaviours are observed).
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Appendix 1: Basisfor the Pseudo-Quantitative Analysis of the Case Study data

Table x.x: Summary Data on Case Studies

Code | Customer/Supplier | Custr Custr Supplier Supplier Age (yrs) | Power balance
adapt. |orientation [adaptations |orientation

T1 UKTelco/ABC 3[(P) 3T 30[ Customer

T2 UK Telco/Softco 3|(P) 3[(P) 10| Symmetrical

T3 Intelco/ABC 2|(P) 2(T 30[ Symmetrical

T4 Intel co/Canatel 2|(P) 3P 10| Symmetrical

T5 Newco/ABC 1{P 1T 3| Supplier

T6 Newco/Canatel 5|P 5(P 3| Supplier

Al USAuto/Intl 1T 3(P 19| Customer
Exhausts

A2 USAuto/UK Metal 1T 5((P) 43| Customer

A3 Detroit Inc /Intl 2((P) 5(P 19| Customer
Exhausts

A4 Detroit Inc/Nippon 3((P) 3(P 2| Customer
Components

A5 Detroit Inc/Deutsch 2|(P) 2(T 30[ Symmetrical
Components

A6 UKAuto/UK 2|P 4P 20| Customer
Exhausts

A7 UKAuto/US 2|P 2(P 2[ Symmetrical
Components

Definition of Terms

Adaptations Scale
Negligible adaptations of any kind
Some adaptations, relatively minor (socialisation)
Considerable socialisation adaptation or small-scale strategic adaptation
Substantial strategic adaptation has taken place
The organisation is substantialy adapted to the partner, severa strategic adaptations,
or evidence of extensive tacit adaptation

Orientation Scale
v T = Transactional: buying and selling processes are managed on a predominantly
transactional, arm's length basis
v (P) = Transitional: the organisation is in the process of implementing a partnership
sourcing or relationship marketing strategy (policy)
v P = Partnering: evidence that the organisation has successfully implemented a
partnership sourcing or relationship marketing strategy (policy)

Power Scale
v Customer: the supplier is relatively more dependent than the customer on the
relaionship
v Symmetrical: there is an approximate equivalence between the parties in terms of
dependence
v Supplier: the customer is relatively more dependent than the supplier on the relationship

Appendix 2: Case Study Companies
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PURCHASING ORGANISATIONS

UKTelco UK and international telecommunications provider
Intelco UK based international telecommunications provider
Newco UK telecommunications provider

USAuto US based global automobile manufacturer

Detroit Inc US based global automobile manufacturer

UKAuUto German owned, UK based automobile manufacturer

SELLING ORGANISATIONS

ABC UK/German owned, UK based telecommunications
manufacturer

Softco Major American software company

Canatel Canadian owned global telecommunications manufacturer
International ExhaustsUK exhaust manufacturer, subsidiary of a US conglomerate
UK Metal Small UK metal component manufacturer

Nippon Components Joint UK/Japanese owned automotive component manufacturer
Deutsch Components Large family-owned German automotive component
manufacturer

UK Exhausts UK exhaust manufacturer, subsidiary of a UK automotive
Group
US Components UK components subsidiary of USAuto

RELATIONSHIPS INVESTIGATED

Purchasing organisation Sdlling organisation
UKTelco with ABC

UK Telco with Softco

Intelco with ABC

Intelco with Canatel

Newco with ABC

Newco with Canatel

USAuUto with International Exhausts
USAuto with UK Metd

Detroit Inc with International Exhausts
Detroit Inc with Nippon Components
Detroit Inc with Deutsch Components
UKAuto with UK Exhausts

UKAuto with US Components
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ABSTRACT

The paper is concerned with the measurement of adaptations in inter-firm
supplier-customer relationships. The results of a survey conducted in the
UK, and focusing on adaptations in relationships between automotive
components suppliers and their customers are reported. This study is then
considered in the context of prior quantitative studies of inter-firm
adaptations. It is argued that adaptations are real, objective phenomena,
which - in principle - could be measured directly. In practice, adaptations
have to be measured as managerial perceptions. Implications are drawn
for further research into adaptations in supplier-customer relationships.

2 Corresponding author: Ross Brennan, Middlesex University Business School, The Burroughs, Hendon,
London NW4 4BT, UK (Phone +44 181 362 5861, Email r.brennan@mdx.ac.uk)
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1. INTRODUCTION

The purpose of the paper is to reflect on the means used to quantify the
concept of adaptations in inter-firm, buyer-seller relationships, and to
argue that the issue of quantification is not a purely technical one, but that
the method of quantification reflects the fundamental conceptualisation of
adaptations.

It has been argued repeatedly that adaptations are an important element of
dyadic business relationships (Turnbull & Cunningham 1981; Hakansson
1982; Turnbull & Vala1986; Hallen, Johanson & Seyed-Mohamed 1991,
1993; Brennan & Turnbull 1995, 1996). A dyadic adaptation has been
defined as a behavioura or organisational modification which one party
to the relationship implements for the other party aone (Brennan &
Turnbull  1995).  Adaptations are implemented both by buying
organisations and by selling organisations, are usually positive acts (such
as the adoption of a specific logistics system to interface with a custome),
but may also be “tacit” (for example, foregoing a contract with a third
party which might jeopardise the focal relationship).

To define adaptations in this manner tends to imply that the measurement
of adaptations - with the exception, perhaps, of tacit adaptations - is a
relatively straightforward, technical matter. The researcher must ssmply
identify where a behavioura or organisational modification for the partner
organisation has occurred, and record it as an instance of adaptation. A
variety of classification schemes has been suggested (Hakansson 1982;
Turnbull & Vala1986; Halen, Johanson & Seyed-Mohamed 1991), and
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So, in addition to counting it, one can assign each adaptation to one of a

number of categories.

In the paper, various attempts at the measurement and quantification of
adaptation behaviour are reviewed, compared and contrasted. In section 2
new data on the measurement of adaptations in the UK automotive
components industry are presented, based on a survey conducted during
1997. In section 3, the results from this survey are compared with a
number of earlier attempts to measure adaptations in supplier-customer
relationships. Finaly, in section 4 implications are drawn for future
research into inter-firm adaptations and the related concept of
rel ationship-specific (or “switching cost”) investments.

2. ADAPTATIONSIN THE UK AUTOMOTIVE SECTOR

2.1 Thesample, and survey administration

A simple random sample of 500 firms from a selected range of SIC
headings (see table 1) was purchased on computer disk from Dun and
Bradstreet Limited. Dun and Bradstreet clam an 85% coverage of UK
businesses, with 1.9 million companies on their database. For each firm,
data included on the disk were company name, address, and the name and
position of a senior executive (typicaly, Managing Director, Partner, or
Sales’Marketing Director). The sample was extracted from the Dun and
Bradstreet database, on which there were a total of 2294 firms within the
selected SIC headings.

This was a smple random sample, with no attempt a sample

stratification. It would have been quite straightforward to stratify the
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sample in a number of ways, for example by company size, or by SIC
classification, and to take disproportionately large, but random, samples
from selected strata. However, since there was no convincing theoretical
reason, nor any compelling reason arising from the qudlitative stage
(reported in Brennan and Turnbull 1997) to do this, a Ssmple random
sample was used.

The sample was drawn from a selected range of US-SIC headings, which
had been identified as those most closely overlapping with the automotive
components industry. There are, of course, sampling deficiencies inherent
in this method. The automotive components industry does not precisely
overlap with any sub-set of US-SIC headings, and the possibility exists
that firms from outside the automotive sector might have been included in
the sample. On the basis of a visual inspection of the paper directories
published by Dun and Bradstreet, and of the company names of the
sample firms, it is judged that the error arisng from this source
(companies included within the survey which are not strictly automotive

components firms) is low.

In the event, 129 complete and usable questionnaires were returned from
the 500 despatched (response rate = 26%).

Table 1. Sampling Frame Defined by SIC Category

US4-digit SIC  |Description
category
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3011 Tyre & inner tube manufacturers

3465 Automotive stampings

3519 Miscellaneous internal combustion engine
manufacturers

3566 Speed changer and gear manufacturers

3592 Piston, carburetor & valve manufacturers

3647 Vehicular lighting equipment manufacturers

3694 Combustion engine electrical equipment
manufacturers

3713 Truck and bus body manufacturers

3714 Vehicle parts and accessory manufacturers

The survey was printed and despatched to the 500 members of the sample,
together with a covering letter and a stamped addressed return envelope.
On each questionnaire was written a unique index code, identifying the
respondent. The index code was overt (top left corner of the front page of
the questionnaire), and there was no attempt to suggest to respondents that
thelr response could not be separately identified - in other words,
respondents were guaranteed confidentiality, but not anonymity. A master
list of the sample was maintained, and responses were checked off against
this list as they were received, using the index code as a guide. One
month after the first mailing, the questionnaire was sent a second time to
organisations which had not responded to the first request. A new index
number was written on each questionnaire despatched in the second
mailing, conssting of the unique index alocated to the company in the
first mailing, with the prefix "2". A new covering letter was enclosed,
along with another stamped addressed envelope. Of the 129 responses
received overal, 79 (61.2%) were received in response to the first
mailing, and 50 (38.8%) in response to the second mailing.

2.2 Survey outcomes




Table 2 shows the number of respondents reporting different types of
adaptation by themselves and by the focal customer.

From this data the rank order of adaptations shown in table 3 emerges.

Table 2: Respondents Reporting Different Categories of Adaptation

Nature of the Supplier/Customer Adaptation % % Customers
Suppliers

The product itself has been specially tailored 52 16
There have been adaptations to the production 45 10
process
Changes have been made in the production 58 19
planning and scheduling process
Changes have been made to financia or 44 38
contractual terms and conditions
Changes have been made to stockholding and 52 23
delivery procedures
The organisation structure has been altered 30 9
There is greater exchange of information with 46 29
this company than with others
Other changes 5 2
Table 3: Rank Order of Adaptations in Surveyed Relationships

Nature of adaptation Supplier rank | Customer rank
Production planning and scheduling 1 4
Stockholding and delivery 2= 3
Product 2= 5

78



Information exchange 4 2
Production process 5 6
Financia/contractual terms and 6 1
conditions

Organisation structure 7 7
Other changes 8 8

With the exception of the two least frequent adaptation categories,
"organisation structure’ and "other changes', there appears to be little
similarity between the rankings for suppliers and customers. However,
Spearman's rank order correlation coefficient shows that the null
hypothesis - that there is no underlying difference between the supplier
and customer ranks - cannot be rejected either with the inclusion of the
final two categories (coefficient = 0.46) or with their exclusion
(coefficient = -0.32).

The very low number of respondents using the "other changes' category
indicates that the classification of adaptations used in the questionnaire
was, more or less, collectively exhaustive of adaptation types.
Classification schemes for adaptations in supplier/customer relationships
were reviewed by Brennan and Turnbull (1995), and the classification
scheme recommended by Brennan and Turnbull was used in this survey.
This scheme was obtained by adding "information exchange' and
"organisation structure” to the most comprehensive of the earlier
classification schemes, that proposed by Hakansson (1982). It appears
that the addition of these categories improves the classification of
adaptation outcomes (at least in this context - manufacturing industry),
since information exchange ranks as the second most frequently cited
category of customer adaptation, and supplier adaptation of organisation
structure was cited by 30% of respondents.
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Table 4: Number of Different Types of Adaptation Reported

Number of different % of suppliers % of customers
types of adaptation
reported
0 9 35
1 12 22
2 16 24
3 15 8
4 19 3
5 11 4
6 10 2
7 8 1

In table 4 are reported the number of different categories of adaptation
mentioned within a single relationship by the respondents. The table is to
be read as follows:

* 24% of respondents reported two different categories of adaptation by
the customer in the focal relationship

* 19% of respondents reported four different categories of adaptation
by the supplier in the focal relationship.

From the suppliers perspective, therefore:

* the median number of different types of supplier adaptation in a key
relationship is 3

* the mean number of different types of supplier adaptation is 3.36

* the modal number of different types of supplier adaptation is 4

* the median number of different types of customer adaptation is 1
* the mean number of different types of customer adaptation is 1.45



* the modal number of different types of customer adaptation is 0.

In general, suppliers are of the opinion that they adapt for their key
customers a great deal more than thelr customers adapt for them. Thisis
not surprising, and probably reflects the single-ended data collection
procedure employed in the fieldwork, as well as a genuine gap in
adaptation behaviour between smal and medium-sized automotive

component suppliers and their (often much larger) customers.

The perceived difference between supplier perceptions of their own
adaptations, and supplier perceptions of customer adaptations, is
confirmed by figures 1 and 2, which show the "overall adaptation” level

by the supplier and customer organisations.
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3. COMPARISON OF EMPIRICAL STUDIES OF SUPPLIER-
CUSTOMER ADAPTATIONS

3.1 Comparison of Method and M easurement

In Hakansson (1982) the results of the first IMP study are reported. There
Is extensive reference to supplier-customer adaptations, but largely thisis
at the leve of qualitative description, rather than quantification. However,
quantitative data on adaptations from this study were analysed in the later
work by Turnbull and Valla (1986). Subsequently Hallen, Johanson and
Seyed-Mohamed (1991,1993) have endeavoured to quantify inter-firm
adaptations and to establish the key factors influencing parties to a
business relationship to adapt for each other. In a study of small Finnish
manufacturing firms, to investigate perceptions of quality in business
networks, Holmlund and Kock (1995) measured inter-firm adaptations as
an element of relationship quality. While these European studies have
been explicitly concerned with the concept of inter-firm adaptations,
American studies (e.g. Heide and John 1988; Nielson 1996) have focused
on the related concepts of transaction-specific assets and switching cost
investments. Nielson (1996, p38) argued that: “in empirical studies of
marketing interfirm relationships, the switching costs concept has
typically been operationalized as a single-item construct”, and set out to
explore the dimensionality of the switching cost concept. This objective
can be compared to the efforts of the European researchers, cited above, to
develop good classification schemes for adaptations - the categories
employed in a classfication scheme for adaptations can be seen as the

dimensions of a multi-dimensional theoretical construct.



The empiricd methods employed in a number of earlier studies of
adaptations (and switching cost investments) are compared with the
current study in table 5.

Clearly, there is considerable variation in methodology. The data
collected have ranged across multiple European countries, and the USA.
Respondents have in all cases been selected on the basis of their direct
experience of a given supplier-customer relationship, but in some studies
the respondent has been at the selling end, in other at the buying end,
while Holmlund and Kock employed the interesting idea of asking their
respondents to look “backwards’ (to an important supplier) and
“forwards’ (to an important customer). There is considerable variation in
the measurement scales used in the different studies. In al of the studies,
Separate attempts are made to measure the nature of adaptations, and to
measure the magnitude of adaptations. Turnbull and Valla, analysing the
IMP1 database, measured the magnitude of adaptation in terms of the
number of adaptation episodes which the respondent reported had taken
place in the focal relationship, hence adaptation was treated as a nominal
variable (either present or absent), and the overall scale of adaptation
within arelationship was treated as aratio variable (the total number of
recorded adaptation episodes). In all of the other studies, magnitude of
adaptation was measured on an ordinal scale, by means of one or more
scaled instruments.



Sudy Sample Sample characteristics | Method of | Respondent characteristics Measurement
size administration
Current study 129 UK automotive | Mail survey Supplier end reported on supplier | Customer & supplier adaptation
suppliers & customer adaptations 7 pt bipolar scdes (adaptation
magnitude) +
8 categories of adaptation
Turnbull & Vdla| IMP1 Manufacturing  firms | Face-to-face Marketing and  Purchasing | Customer & supplier adaptation
(1986) dbase in France, Germany, | survey managers Number of adaptations, reciprocal
UK, Italy, Sweden adaptation score, 6 categories of
customer adaptation, 4 categories of
supplier adaptation
Halen, Johanson & | 237 Manufacturing firms, | Face-to-face Marketing managers reported on | Customer & supplier adaptation
Seyed-Mohamed suppliers in Germany, | survey supplier and customer | 3 pt magnitude scae (none, smal,
(1991, 1993) Sweden & UK, adaptations large), 3 categories of customer
customers in France, adaptation, 3 categories of supplier
Germany, Sweden, adaptation
Italy, UK
Holmlund & Kock| 128 Smal manufacturing | Mail survey Entrepreneurs  reported  on | Supplier  adaptations  for  the
(1995) firmsin Finland “upstream” and “downstream” | respondent, adaptations implemented
adaptations by the respondent for important
customers
5 pt magnitude scale
7 categories of adaptation
Nielson (1996) 163 Intermediate products | Mail survey Supplier end reported on supplier | Switching cost  investments by
distributors and switching cost investments supplier
chemicad industry in 5 pt Likert scales
the USA 7 “hard asset” scale items

7 “soft asset” scale items

Table5: Empirical Studies of Adaptations and Switching Cost I nvestments




On reflection, the face validity of the kind of data reported by Turnbull
and Vala is low. How, in an inter-firm relationship extending over
severa years, and involving complex, multiple interactions, is it possible
for one individual - no matter how well-informed - to report accurately the
number of instances of inter-firm adaptation which have occurred? The
problems with this approach to measuring adaptations are illustrated in
table 6, in which data on adaptations from the IMP1 study, reported by
Turnbull and Valla, are presented.

If the datain table 6 are taken at face value, then this suggests that:

- French suppliers made an average 4.13 adaptations for German
customers

- German customers made an average 4.13 adaptations for French
suppliers

- German suppliers made an average 1.5 adaptations for French customers
- French customers made an average 0.8 adaptations for German

suppliers.

Or, to put it smply, in relationships between French and German
manufacturing companies, overal adaptation is 3.5 times higher when
“France” sdlsto “Germany” than when “Germany” sdlls to “France’. If
true, this is remarkable, and in urgent need of explanation. However, an
alternative explanation is that measurement validity and reliability are

low, which seems plausible on the a priori grounds outlined above.



Table 6: Adaptationsin Relationshipswith French and German Suppliers

| | Erench customer | German customer | Italian customer | Swedish customer | British customer |

French supplier 5.05 4.13 3.37 4.65 4.0
Customer adaptations

French supplier 4.86 4.13 2.75 4.59 4.95
Supplier adaptations

French supplier 9.91 8.26 6.12 9.24 8.95
Total adaptations

German supplier 0.80 1.13 0.92 0.65 0.88
Customer adaptations

German supplier 1.50 1.73 142 1.76 1.63
Supplier adaptations

German supplier 2.30 2.86 2.34 241 251

Total adaptations
(Source: based on Turnbull & Valla 1986, table 2.16, p 48 and table 3.4, p 92)
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Later researchers seem to have concurred with the view that direct
measurement of adaptation outcomes is not feasible, resorting to scaled
items rather than a simple count of adaptations (or switching cost
investments).  In doing so, however, it must be acknowledged that what
IS being measured is the respondent’s perception of adaptation, rather
than objective instances of adaptation. While this may be regarded as
unavoidable, given the complexity of inter-firm adaptation behaviour, it
has certain consegquences.

1. If adaptations are regarded as objective, rea-world events, then they
are, in principle, susceptible to direct measurement. Any form of indirect
measurement inevitably results in the loss of information.

2. Different respondents within the same organisation will have different
perceptions of adaptations. It is difficult to envisage how even a “key
informant” could have sufficient knowledge to give a truly informed
opinion on overal adaptations within a complex relationship.

3. The perspective of each respondent is likely to have been influenced by
recent experience - if someone in the partner organisation recently helped
out in a big way, then it is likely that any response concerning “overall
partner adaptations’ will be influenced favourably.

4. The attribution of causality to factors believed to influence adaptations
Is problematic. Is it the same thing to argue that factor x influences
supplier's perceptions of adaptations within a relationship, as it is to
argue that factor x influences real, objective adaptations? Surely, factor x
might affect the perception directly, without influencing adaptations?



4. Conclusion and Implications

Those who conceive of the social world as wholly socialy constructed
would not acknowledge the essence of the issue discussed in the paper. |If
the social world is comprised only of the subjective redlities of the actors
within it, then adaptations - like everything else - can only be measured as
the perceptions of those actors. However, the premise of this paper is that
an adaptation is a rea phenomenon which is relatively well-defined in
time and space (“we did ater our logistics system to satisfy this particular
customer during the first quarter of 19xx”, “ we did share confidentia
marketing information with this particular supplier at a meeting on the
following date ...”). Yet, for practical purposes, the measurement of al of
the individual adaptation episodes within a complex relationship is not
possible, even within a relatively limited time frame, never mind across
the full extent of a long-term relationship. Therefore, whether implicitly
or explicitly, it is only the perception of adaptation which is susceptible to
measurement, rather than an objective “adaptations count” by the kind of

cross-sectional, survey methods used in the studies described here.

Of course, many other theoretica constructs used in socia and
management science - such as “trust” and “relationship atmosphere” - are
not open to direct measurement, but have first to be operationalised as
observable phenomena. What differentiates the concept of adaptation
from such constructs is that the phenomenon itself is directly observable.
It is not that an adaptation cannot be observed, it is smply that, in
practice, accurately observing and counting adaptations is extremely
difficult.



Such a conclusion has interesting implications for quantitative studies
which attempt to identify the factors which “cause” adaptations, since the
response variables (i.e. some measure of adaptations) are a measure of
perception rather than of any objective redlity. Clearly it is quite possible
for the perception of a phenomenon to vary independently of any
underlying reality, and in the case of adaptations there may be
considerable incentives for managers explicitly to manipulate perceptions
of adaptations. It is far less expensive, and less risky, to convince your
partner through fine rhetoric, or other means, that you have adapted for
them, than actually to invest in substantial relationship-specific assets.

The research implications of the foregoing discussion are likely to be
interpreted differently depending on the background and predilections of
the researcher. The arguments presented here could be used to support
the argument of McLoughlin and DeBurca (1995) for “grounded theory”
as a means of investigating phenomena within industrial networks.
Equally, one could argue that, to get a the redity of inter-firm
adaptations, it is necessary to follow the path towards longitudinal
research recommended by Wilson (1995) and Halinen (1995).
Longitudina research might, conceivably, make it possible directly to
observe and record adaptations in vivo. As a practica solution to the
access problems associated with longitudinal research, a strategy of
action research - where the researcher actively participates in the process
to be investigated - undertaken by a practitioner-researcher, might be a

feasible approach.

However, it is true that, no matter what may be idea approaches to
researching management phenomena, the cross-sectional survey remains

a very convenient approach. A variety of different approaches to



respondent selection, construct operationalisation, and the development
of measurement instruments have been observed in the empirical studies
reviewed in this paper. This is not entirely surprising, given that
empirica studies of adaptations (and switching cost investments) are
relatively thin on the ground. However, the information available on
appropriate  means of defining, classfying, and operationalising
adaptations is growing, which should facilitate future research into this

Important aspect of supplier-customer relationships.
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