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INITIATION OF BUSINESS-TO BUSINESS RELATIONSHIPS

Abstract

The lack of research consideration along with tgeicance of the initiation phase for
how and why relationships come about, justifiesaraitention. The aim of this study is
to develop a conceptualization that explores dyonanm the relationship initiation

process. Narratives from three sellers of profesdioservices, augmented with
narratives from a buyer’s view, form the empiribakis of the study. The dynamics in
the relationship initiation process are clarifiedthwthree new concepts: status,
converter, and inhibitor. The paper concludes witferences and contributions of the
new conceptualization compared to current modelanagerial implications and

suggestions for future research.
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INTRODUCTION

Relationship marketing and management research amlyn devoted to how
relationships are maintained and developed. Sonterest is shown to how
relationships fade and end. Very little expliciteation is surprisingly, especially in
empirical studies, given to how business relatigpsskbome about or start. Still, from
the sellers’ point of view the ability to initiateew business relationships is crucial for
business growth and survival. Morgan and Hunt (1%%&ss the need for studies on
the mechanisms determining tlestablishment, development and maintenance of
successful relational exchanges. However, duriegdhkt decade, not much scholarly
research has explicitly focused on mechanisms i@ ithitiation of business
relationships. Time is ripe for studies on how tielaships come about.

IMP-related research which has a less manageligited approach has generated
considerable insights concerning on-going relatgys but given scarce
consideration to how relationships start or endesehstudies view relationship
development in terms of changes in experience, rtaingy, distance, commitment,
and adjustment between two companies. They alschasige the importance of
social contacts among people while recognizing tbke of chance in how
relationships develop (Ford, 1980; Ford and Ros$882; Dibben and Harris, 2001,
Halinen and Salmi, 2001; Agndahl, 2005; Holmen let 2005). The actual process
that starts the relationship has not received eig@itention.

The paucity of previous interest together with significance of the initial phase for
what kind of relationships develop, justifies mogsearch attention into why and how
relationships come abouthe aim of this study is to develop a conceptualization of
the dynamics in the relationship initiation process of business relationships. In this
paper, we will develop a new and tentative concaation based on empirical
findings from a professional service context. Wecu® on the dynamics in
relationship initiation that starts when the companin a potential relationship
recognize each other and ideally ends when a kasiagreement is reached. The
agreement denotes the end of the initiation proeesk the start of the business
relationship. Our study focuses on competitive atitins and primarily takes the
seller’'s point of view.

The research approach is abductive in that we ibesend analyze the initiation
process by combining theoretical and empiricalghts as close to real-life business
relationships as possible (Pettigrew, 1997; Dulanid Gadde, 2002; Kovacs and
Spens, 2005). Narratives from several professitmainess-to-business companies
are used to develop and illustrate the conceptitadiz. We will specifically employ
empirical insights from executive education sersi@nd management consulting
services, but the interest is not on these as lsuichn relationship initiation.

The rest of the article is structured in the foliogv way. First literature in the
marketing discipline is reviewed in order to delserand analyze what is known about
how relationships come about. Thereafter the nemcegatualization of the initiation
process is developed and presented together wifirieal illustrations. The paper
concludes with research contributions and suggesfior future research.

A REVIEW OF THE LITERATURE
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The start of business-to-business relationshipsbkas denoted with many different
concepts. In chronological order, some of theseaar®llows: pre-relationship state

(Ford, 1980), initiation process (Frazier, 1983wn(Ford and Rosson, 1982), need
complementarity (Wilson and Mummalaneni, 1986), inass (Dwyer et al., 1987),

interest stage (Frazier et al., 1988), negotiasitage (Ring and Van de Ven, 1994),
partner search and selection (Wilson, 1995), s@agqgtrocesses (Batonda and Perry,
2003), and pre-engagement (Leonidou, 2003). Fo®8(Q)Land Dwyer et al., (1987)

are the most quoted and utilized by scholars.

In the purchasing literature, the initiation of askmess relationship is typically
depicted as a purchasing process model with a nuoftetages. Day and Barksdale
(1994), for example, suggest a set of stages whalyang the process of selecting
providers of professional services: recognizingdnee problem, defining purchase
goals, identifying ‘the initial consideration setgfining the consideration set, and
evaluating the consideration set before selection.

Regarding the combination of selling and relatigpshHedaa (1996, p. 511) finds
that it is “not easy to identify sharp boundariesr fthe establishment of

relationships...”. He is however able to distingugstd describe the following phases
in relationship establishment: pre-awareness, awesase being a precondition for
contacts leading to potential relationships (irelimith Ford, 1980 and Dwyer et al.,
1987), presenting and getting acceptance for tHeremf solution, overcoming

different objections and uncertainties, and finallysing the deal.

The overall conclusions of previous relationshipiation related studies are the

following:

* The initiation issue does not receive much attenkiot is rather seen as the first
phase in the life-cycle of a relationship.

* Process descriptions contain phases or stages venehdescribed in a fairly
detailed fashion and neatly separated from eacler.otfihe focus is not on
explaining why the relationship moves from one ghmsanother.

* Reasons behind change as well as the time dimensibhusiness relationships
are not major issues in previous studies and thtieatdrameworks. These issues
are not problematized, especially in terms of glatronship activities and
interactions.

A fundamental question considering relationshiptiation is, when does a
relationship begin? There are many different waysapproach and define this
guestion. Some people choose not to define it atddagproviding a definition or
point-in-time for it (e.g., Van de Ven, 1976; Frazet al., 1988; Borys and Jemison,
1989; Oliver, 1990; Wilson and Jantrania, 1996;dFet al., 1998; Holmen et al.,
2005).

Definitions can be placed on a continuum from odee vague views or activities to
working together in mutual agreement. Researchere lthus adopted a rather
imprecise definition of when a relationship begi@®se view is to take a need and a
motive and form a relationship as the starting p@irazier, 1983; Wilson, 1995).
Another definition close to this is to use interastthe starting point (Yorke, 1990) or
to search for a partner (Styles and Hersch, 200%). most cited study suggests that
awareness, which is the first relationship phasetsswith ‘party A’s recognition that
party is a feasible exchange partner (Dwyer et #4887, p.15). That the two
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companies have not only considered each other awe falso been in contact is
stressed by others. For example, some researddiblseq and Harris, 2001; Halinen

and Salmi, 2001; Agndahl, 2005) start with pre-txgssocial relationships in which

business opportunities are explored which thensléada business relationship, and
some define the start of the relationship as whet tnitial contact was made

(Batonda and Perry, 2003; Pedersen et al., 20@#)alother starting point is when

both companies have not only met but have alstestdo evaluate each other (e.qg.,
Ford, 1980; Jap and Ganesan, 2000) or negotiatg @id Van de Ven, 1994).

In contrast to the aforementioned, another definiis to consider the beginning of a
relationship when business exchanges start, iter, the business contract has been
negotiated and signed (e.g., Ford and Rosson, 19823 paper similarly adopts
business agreements as the demarcation betweeaerl#tienship initiation and the
relationship; from a seller's perspective this pamtime implies a desired and
meaningful conclusion of the initiation process #mel start of revenues.

EMPIRICAL STUDY USING NARRATIVES

The empirical material consists of narratives ab@lationship initiation. We first
interviewed three key executives who were sellerd gepresented different small
professional service organizations. All executivesl multi-year experience from
various tasks in selling and realizing executiveication projects in Sweden and
Finland. The interviews lasted approximately twaitsoeach and were recorded for
subsequent analysis. In addition to conductingnmdgs with sellers, we decided to
augment the empirical basis and add insights frobuyger’'s perspective on buying
management consulting services. The triangulatemptements and supports the
pattern found in the sellers’ views.

Developing the new conceptualization of relationshiinitiation

It was apparent in the empirical material that treteships form in many ways and
that efforts to develop relationships are morelyike fail than to succeed. Current
relationship development conceptualizations andetsodio not acknowledge this, but
we believe that this and the fact that most indgratprocesses tend to linger in
different positions for even long periods of timeeds to be incorporated into a new
conceptualization. It was furthermore evident ia thaterial, although not recognized
in current models, that a seller strives not ordycbme closer to reaching an
agreement but also to avoid falling backwards isitgm. Even if a seller obviously
can make even detailed plans for his own activiiies rather unpredictable how the
process as a whole proceeds and why, how, and whads. It seemed as if the
initiation endeavours lasted a long time, often enitvian a year, and stopped at times
and, despite ongoing activities, did not proceedatrds a contract but did not reverse
or end. There was little automation in the procésspuld not be programmed nor
was it destined to develop in a certain manner.

We decided to build the new conceptualization adowwvo aspects that emerged from
the narratives. One aspect is that there are distmather stable positions in the
relationship initiation process which differ in e of closeness to a business
agreement. We classify these positions in a broadner and label them asatus.
The notion of status, in contrast to phase or stdges not presume that the process
automatically progresses with a certain speed,rpoteoutcome; it highlights that the
process may linger at any time in a certain siturtivhich means that it does not
move closer or further away from an agreement.



The other key aspect in the new conceptualizatiaptures the dynamics in the
process and refers to different forces changingsthtus. We were able to identify
two different types of forces: one that seemedped up or slow down the process,
and one that hindered the process to proceed andcsee We label the former force as
converter and the latter force ashibitor to reflect their effect on the process. These
simultaneously draw the two companies apart and/dman a contract and closer to
an agreement and relationship, and the ultimakceflepends on the sum of them
and is relative to each other. The new conceptai@dia is obviously a simplified and
generalized model of how relationships occur. keantheless reveals key aspects of
this complex phenomenon as it identifies and coedstatus with driving forces with
different effect.

A NEW MODEL OF THE RELATIONSHIP INITIATION PROCESS

Figure 1 shows the model with key concepts StaGmnverters, and Inhibitors

(abbreviated C/I) preceding an agreement whichum tepresents the start of the
relationship. Three statuses were distinguishedth@ empirical material with

increasing likelihood of leading to a business agrent: (1) Unrecognized; (2)
Recognized, and (3) Considered. The labels reftecseller’'s position in the process
seen from the buyer’s perspective.
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Figure 1. A new model of the initiation processabiness-to-business relationships

In the figure each status is depicted with dottedes to show that the relationship
initiation may involve a great deal of activitiesida continue, but it need not
necessarily fundamentally change relative to areeagent. The dynamics in the
process is shown as moving between positions, rdithekwards or forwards, and the
forces causing this are Converters and Inhibit@4).( These are shown as equally
significant elements as status in the model. ArréovsC/l show how the process is
pressed to both advance and reverse between statesethe converter effect. Lines
across arrows indicate that forward and backwardrement is dampened or
hindered, i.e., the inhibitor effect.

The initiation of a relationship may not only starit also stop in each status. The
seller unrecognized by the buyer is one startingptpdout the seller may also be
recognized, or considered an alternative from thd.sA subsequent initiation process
is affected by previous processes; the initialustaand nature of converters and
inhibitors are affected by these. Similarly theqa®s may end in any status. A seller
may never be recognized by a certain buyer, or logayecognized but not considered
as a seller, or may be among the considered sdligreiot chosen for a particular
agreement. Furthermore, after receiving one agreerttee seller may become
considered for the next contract, but the selley gt as well fall back to being
merely recognized.

The statuses in the relationship initiation processnodel




7

We define thaunrecognized status as the situation when the parties do not know each
other, or most importantly, the buyer does not gacxe the seller. In the model,
unrecognized is seen as a status in itself in tloegss since it is fundamentally
different from when the process starts from a racmgl status, and it is quite
common and corresponds to the sellers’ startingtdor creating relationships. (See
Table 1 which illustrates the statuses and how thleit closer to a business
agreement.)

Unrecognized status in the relationship initiationprocess

From unrecognized to recognized status in the relainship initiation process

When a buyer starts to recognize a seller foraticgiship

» The seller presented their services at meetingsietwork of human
resources mangers. Some weeks later the persaneabd of the buyer got in
touch. She knew the seller through one of its astrwives. This was the
connection which made her pick up the phone.

* The informant gave a lecture on competence devedopat an education
centre. One participant was a HR person from tlygngucompany-to-be who
afterwards sent an e-mail asked if the informastdwmmething else to offer.

Considered status in the relationship initiation pocess

When a buyer starts to consider a seller for diogiship

* They had a one-hour discussion during which thermént described a case.
The buyer thought that the tool fitted them andni@eds, which was to rock the
boat. More written material was sent later on. Ttienbuyer phoned the
informant and invited him to his office to discubs same thing and meet his
support and assistant. The following meeting aftaronth was with a third
person, a senior director.

» There was formal tender situation, with four tesdatogether. The seller put
great effort into the written offer, and waited twmnths which were like a black
box process. Then the senior director phoned addisat they have chosen to
continue with the planning, but no deal was yet enad

Relationship starts when a business agreement isaghed/signed
Table 1. Excerpts illustrating change in relatiopshitiation statuses

The unrecognized status turns intoeeognized status when there is awareness, one-
sided or two-sided, by the companies of mutualrmss possibilities. Although it is
not uncommon for buyers to search for sellers tiyscally the seller that is active
with sales activities.

The shift from recognized tmonsidered status occurs when representatives from both
companies discuss and co-develop the objectivesseode of the assignment and
fine-tune details. More systematically than earliérentails meeting to exchange
information and get acquainted, and build and akHitust towards each other,

primarily on a personal and company level. Tend&d negotiations tend to be part
of this status.



The transition from the considered status to arass relationship happens with a
business agreement. The business agreement oftkmles signing a contract but

may also be a more informal gesture such as a hakésln some businesses, signing
a contract will automatically mean that the companwill do business for tens of

years and financial rewards will be huge. For ottmnpanies a contract means less
volume and commitment, but it will neverthelessthe start or part of a business
relationship.

One case called Alpha from one of the studied isellkistrates the transition from

being un-recognized to being recognized and adutitansition to be considered and

end in a business agreement:
Case Alpha. Started one-and-a-half years ago whenseller for flight technical
reasons got stuck in a city abroad. He had nottondo so he contacted the home
office to ask for addresses of personnel directamsd, phoned a couple of these. The
seller knew the company from a project many yeackland had kept in touch since
then. He introduced himself and the approach tinag tse by asking what you (the
buyer) know about the approach, at which this paldr buyer laughed and said ‘Not
that much, do you know more?’ The buyer said thatais such a crazy start that the
informant better come over and tell him about tppraach. They had a one-hour
discussion during which the informant describedlationship initiation process. The
buyer thought that the approach fitted them ancdhéesls, which was to rock the boat.
More written material was sent later on. Then toge phoned the informant and
invited him to his office to discuss the same thamgl meet his support and assistant.
The following meeting after a month was with a dhperson, senior director. The
seller invited the potential buyer to visit us, ama key persons came for one day
and one evening. During the dinner they found bat the buyer’s senior director
was born in the same small town in which the ssllBtD had his family roots, and
the buyer’s trust in the MD and company seemegtdav immensely because of this.
After that, in line with the policy, there was foaimender situation, with 4 tenders
altogether. The seller put great effort into thettem offer, and waited 2 months
which were like a black box process. Then the sedii@ctor phoned and said that
they have chosen to continue with the planning,noutieal was yet made. It took an
additional month before the contract was signaekrg detailed one.

The process contained several actors on the bugat&s As the buyer was very
active, the ability of the seller to respond to theser's requirements was essential.
Key factors leading towards an agreement were ¢ngops involved on the seller side
as well as the seller's service offering. It is mttall obvious why and how the
relationship initiation process proceeds from ameaognized status to a business
relationship. In contrast, another case Beta itidica situation where the seller has a
‘considered status’ based on earlier co-operation:

Case Beta. The program had its origin in 1996 wthenseller was employed at the
Business School and responsible for a first progodinthe Business Academy. In
early 2004 after several programs with similar eatd and structure, the buyer
wanted to change the program to be more customirs more company internal
resources and emphasize learning at the expenskaching. The seller had
meanwhile left the Business School and joined #lerscompany in this case. In
joint discussions the seller came up with the ieform so called teacher teams as
the basis in the program. This was successful aadrbe the starting point for the
new program. The buyer asked for a couple of tendat chose the seller — and it
was clear that the personal relationship and tmese significant and the reasons for
this decision. That the seller had been involved dane a good job in previous
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programs was important, as was also the fact tmatbuyer wanted to have the
seller's stamp on the program.

A key factor was the particular person, an attvactbasic offering in terms of

competence, and a new service element idea whictola business agreement in two
months. In order to get a perspective on status) feobuyer’s point of view, we

conducted an interview with a person in a leadingitpn acting as a buyer of

business-to-business professional services - npa@fgally, management consulting
services. The interview covered the buyer's pertspecon the process of how
relationships with a management consulting comamyform.

A buyer’s view on statuses

From the buyer interview we find the following #inations of how the conversion
from an unrecognized status to a recognized statdsfurther statuses happens. It
seems that it might not be difficult for a sellerltecome recognized. Instead it seems
as if there are different groups of recognizedesglin terms of potential to proceed
further. Two excerpts from the buyer interview sho@w sellers are categorized as
potential partners:

“Both the seller and the buyer may take the init&ato a contact. When sellers are
not known to the buyer and make the contact, tmeyuaually allowed to make an
initial presentation of their services. It is vesgldom that anyone has anything very
different to offer compared to the competitors, tbam the buyer’s point of view it is
good to know the market. Time is a limited resouesel the seller has to show some
kind of unique competence compared to competitarsrder to get into the mental
shortlist the new seller has to give an impressibreliability and competence. But,
even if they do, nothing usually happens at thaasion. The relationship is put on
hold until a particular need arise and the buyesube shortlist to invite sellers to
further negotiations.” (Buyer interview)

“Sellers can be categorized into several diffei@tegories. 1) New sellers that are
met with a neutral attitude. 2) Sellers towardschtthe buyer has a positive attitude
based on earlier experience. These are seen astamipto ‘keep warm’ for future
needs. 3) Sellers that the buyer has experienecgdhét do not have anything more
to offer than what already has been purchasedelgrS towards which the buyer has
a negative attitude, often based on experiencesel'hmy still get the opportunity to
present themselves, basically because of courté@Byyer interview)

The seller might not perceive correctly how the druglassifies them in respect to
potential. Hidden pitfalls arise that may hindeng#eding to a closer status when the
seller does not listen to the buyer or when théeselpricing is unrealistic. Going
backwards in status is also possible:
“The seller can effectively destroy his position timee buyer’s preference list by
showing that he does not understand the buyerslgmts. That a new seller at the
second meeting does not show that he has listemetunderstood) the buyer based
on the first meeting represents a serious negatitieal incident. ‘It is important that
the seller shows that he has understood what dllimbout and has done his
homework.” A serious mistake is to continue talkaigput his own solutions (without
connection to the buyer’s problems) or to presesdrapletely unrealistic project plan
involving too many resources which in turn is refézl in a price that is too high ).”
(Buyer interview)



10

As the initiation process proceeds closer to anmss agreement, the seller moves
from a recognized status to a considered statug hevious excerpt already
demonstrates that sellers are positioned in diftecategories. The buyer considers
the resources it takes in time and effort to irdersith potential sellers. Therefore
only a few are selected to be considered:
“When the need arises to use consulting servicedtlyer scans the mental list of
potential sellers. Often the need can be broughthgn the sellers make their regular
periodical calls. It is a question of months ratttean weeks. A maximum of three
sellers might be asked to provide a suggestiorouof they could fill the need. Often
there is only two or even one that gets the oppdstult is very time-consuming to
interact, and the buyer feels very confident aldmatown competence and has a
vision of what he would like to purchase. This ne#mt the seller’'s suggestion is
seen as starting point for negotiations and thal faelution is based on co-creation
between the seller and the buyer.” (Buyer interyiew

Projects might be strategic and thus the exachgroff a seller’s activities in order to
present themselves is not crucial; it is rather itn@ression they give, because
everyone is put on hold until the need for a priogetses. Being at the right place at
the right time may occasionally provide results sk®wn in the following two
excerpts concerning who to contact when a projest activated:
“In one case where three sellers were invited oag an old preferred seller, one had
been very active in their sales work over a pedabtime and was allowed to try, and
a third happened to call when the need arose.” €Bingerview)

“Another aspect is that it demands hard work, tiamel resources to ‘teach the
consultant’ to understand our company, processegearblems. Therefore there is a
reluctance to let new sellers in, because they atafunction in the interactions
without doing a certain amount of homework firgtn‘old acquaintance is an asset
that can be built on.” (Buyer interview)

This means that an achieved status as a considelled might be stable even if there
are no current business activities. When a neweptajeed arises this seller starts
from an advantageous position. According to theebugeople represent key factors
in upholding the position and creating the poténf@ proceeding towards a
relationship. Another key factor is the risk thdwe tproject does not turn out
satisfactorily. Trusted persons are risk-reducagdrs:
“Persons are extremely important, especially ins¢h@ases when the consulting
company is not a big international company. The me&tence and trust are seen to be
inherently carried by the specific individuals thete buyer has met in the
negotiations. The buyer even demands that thoseidodls also are involved in the
project. A new seller always represents a biggsk than an old seller. The buyer
strives to minimize risk.”(Buyer interview)

The buyer interview clearly indicates that a diersiof the initiation process in
different statuses is warranted in order to undestvhat happens over time. It also
becomes clear that sellers have a latent positiani$ activated when a need arises.
The transition from a recognized status to a cameil status and further on to a
business agreement, therefore, does not happeuniokjygnor is it related solely to a
certain seller based on their current marketingviéiets. The transition is based on
long-term experiences and demonstrations of slittalsis a partner. Based on the
analysis and interpretation of the interview witle buyer it became apparent that the
initiation process may stop at a certain statusnght even decline despite seller
activities. Next we suggest that there are cerfaioes, converters (C), which drive
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the process forward and backward and other faciohshitors (I) that prevent the
process from changing status.

Converters and inhibitors in the relationship initiation process

When interpreting the empirical data in the navestj we found different forces that
change the status of the relationship process harklty reduce or increase the
distance to a business agreement.

Converters
From the seller’s point of view, two key factorattact as converters seem to be the
seller’s capability to handle the time factor trirsseller representatives and the seller
company, and the service offering. We thus sugdkest following labels for
converters: Time, Trust, and Service offering. Gdsem the sellers show how these
converters may be present and influence the imtiaprocess. Case Gamma, for
example, shows how people are important as compaoits and carriers of
competence and trust forming the basis for assg#saservice:
Case Gamma. In 1999-2000 the seller gave a leotummpetence development at
an education centre. One participant was a HR pdrson the buying company-to-
be who afterwards sent an e-mail asked if the mémt has something else to offer.
A meeting was set up, and the HR director for auisidn joined them. The outcome
was a smaller business project between the inrselié the company. After a while,
the whole division was put down, also the contaespn was fired. He would later be
rehired. The seller was unable to find common gdowith the new CEO, and
therefore the co-operation ended, and there wamare contact. After some years
the seller and the HR person met again, both in p@sitions, the seller was now the
executive education program director. They found that they had a common
acquaintance, a colleague attending the program.Widman put great value on it,
and next another colleague became part of it. Thesegpersons have marketed the
program further so that many more have attendaddtit has become an established
training program. The company normally has a sbigfing policy, but it does not
concern this program because they know it very tethow.

Converters were the buyer’s favorable experiencih@fservice offering as such, the
growing trust in the seller's competence, and bgl#ion over time. The seller has
not succeeded with sales efforts, but rather byigety demonstrating their quality.

The seller had achieved a position as a considadder. Implicitly this case shows
that converters are based on consistency over time.

The next case, Delta, shows how an initiation geqeogresses but at the same time

there is minimal insight into what is really happenin the process and where it will

lead:
Case Delta. The buyer company had developed a isenvor the future and found
that current education sellers, over 20 years atgra, did not have the key
competence that this vision is about. Neither digirt own resources reflect
competence in the area; therefore they neededhissigom a new partner. The first
contact about 7 months ago happened by chancdaage business conference at
which the seller gave a presentation which attthtihe company’s attention. They
hadn’t even thought about the program before tbéasion, but knew of it by name
and that it had a good reputation in the partictdarc. Afterwards they got in touch
with the seller who visited them, and they openlgsented their own concept and
situation, the seller merely listened and askedvaduestions. The buyer-to-be said
that they would like to continue and get a propoaatl gave certain specifications.
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Assumingly other alternatives were also considefég. seller apparently said things
that the buyer liked and recognized. Discussiong lieen on and off, and then came
the summer break. They are close to a contracit bat not yet been signed.

Again trust in the company, the service offeringsash, and time seem to drive the
conversion. In this case time is a question ofemrtiming (by chance) for the initial
contact.

In Case Epsilon trust in a person carried the @®d&earther. This trust, in connection
to the seller’s willingness to adapt the servickerrig to the buyer’s requirements,
eventually resulted in a business agreement. The tactor does not seem to be in
the forefront:
Case Epsilon. The seller had been in touch with dhger four years earlier in
connection with a training program that the bussnsshool offered, but that co-
operation ended in 2000. The end was somewhatyfregce the business school
did not quite deliver what it had promised. A perguhoned the seller in 2004;
someone who had attended the program in 1999. &ler &new the person well
from that time. They met at the office for discoss, and they met a couple of times
to exchange ideas. The new program was formed baadcontent and financial
aspects adjusted. After a while the personnel airgoined the discussions. Some
elements were very detailed and very importanth® buyer, and others were
specified later on during the program. The buyes wafessional and very active in
forming the program. The program was branded irbthger's name. In total it took 6
weeks from contact to contract.

The reasons why these three factors act as corwadgeprobably the need for
adaptation when buying professional services. Themwices cannot be sold as
standardized pre-conceptualized entities but mesteden as resources supporting the
buyer’s business activities (see, e.g., Gronro0872pp. 433-451). The buyer is thus
relying on trust in a key person or the seller camp requires co-operation and
adaptation in forming a customized service offeriagd is driven by their own
timetable. People act as guarantees for a quaétatacceptable process and outcome
and simultaneously reduce uncertainty and riskviSeofferings are important as the
buyer is usually aware of the competition and isstantly looking for improvements
to their own business. The time factor is importastconversion is surfing on the
buyer’s timetable. The buyer’s timetable might serdgl change, be delayed, speed up
or the project might be postponed or discarded tlk®seller, the time factor is thus a
challenge since it demands constant readinessdapladion.

The converters may also act in a reverse way a®ugmnated in the buyer interview
where companies that have emptied their useful etemge are considered further
away from a new assignment. There might also lextsffin terms of dropping from a
recognized status to an unrecognized status, fample, when a key person in the
buyer’s organization moves to other positions. Ashave only a limited number of
companies and relationship initiations narrativeshis exploratory study it is natural
that not all types of effects can be empiricallyideted. This is clearly an area for
further research.

Inhibitors

We found some factors, however, that prevent theeldpment from one status to
another in the relationship initiation process. Séhéactors we labehhibitors. An
inhibitor may cause the process to linger in aagerstatus for an undetermined length
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of time and prevent the change of a status. Tharealpdata revealed three types of
these: Bonds, Risk, and Image.

The following cases demonstrate the effect of ibib in a relationship initiation
process. In Case Zeta, the seller can be interptetdhave a considered status but
does not in two separate instances reach a busigessment even if they had a good
service offering and were adaptive regarding theetfactor. The explanation might
be the image or the risk factor. It is, howeverywdfficult for the seller to determine
that based on available information:
Case Zeta. A governmental authority asked for ldth specifying an education
service. They had done the same about 2 yearsaagofurned down the seller's
offer. The seller helped the authority with the gfeation on what they called
discovering pedagogy. Once again the seller wasetudown, and a large quality
management company got the deal. The buyer saiouyer is not yet mature for the
seller’'s tool. The seller’s price was the fourtghest of six tenders.

Moving from an unrecognized status to a recognigiadus might be easy but the

process might stop there. Eta is a case of howehsons for not proceeding further

might remain unknown to the seller:
Case Eta. The seller thought that it would neverkwihat someone else tells a
potential buyer about them, but, based on a referethey decided to try an
appointment setting company. To their surprisectbrapany was able to make about
fifteen appointments with pre-set target comparnié® seller went to meet with the
new CEO of one of these companies. The first mgetias interesting because he did
not give the seller anything or participate in thecussion except that he said that his
challenge is to make the leader lead, looked umsgrwanting the seller associates to
lay their ideas on the table. Not much came odhatf meeting.

There might be inhibitors, such as the image offitilme, perceived risk, or the buyer
having bonds to other current sellers, or the setight be low on converter factors,
e.g., trust, service offering, or the time fac®ased on the information given it is not
possible to tell. This case, however, is not meglass; on the contrary it tells us that
a seller should be prepared to not only presemhské/es and their offering but also
to try to analytically probe the buyer to reveditlstatus.

Inhibitors may not only prohibit a change in stafasvard but may also prevent a
change backward. If a seller company has a goodentiaey might be considered,
where otherwise they would not have had a chanaeildsly a bad image or
unknown image might prevent the seller from getangpntract. Image is thus related
to a general perception of the seller's competemzk service offering. Bonds bring
inertia to the dynamics which is partly relatedtitning and timetable issues. Bonds
give preferred sellers an advantage as they mae better access to and insight into
the buyer’s plans and activities and are often aisoe quickly and easily accessible
from the buyer’s point of view. Risk is a factoaths related to both seller personnel
and the seller company as such. The more the sengicrelated to personal
competence and cooperation among specific persiwes,more the risk in the
cooperation as persons might be replaced. On tiner diand risk as an inhibitor is
related to trust as a converter. It seems possibbrgue that there are connections
between the converter categories and the inhilbategories that we have found but
we would not make any stronger propositions basethis limited material. Further
research is needed to find out whether converter iahibitor categories can be
merged or whether they should be expanded ancerkéis separate entities.
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To summarize, Tables 2 and 3 contain descriptiowseanpirical illustrations of the

three converters and three inhibitors.

Table 2. Definitions and descriptions of convert@rsthe relationship initiation

process

Converter  Definition

Time Timetable and timing of
activities.

Trust Trust in persons and
company.

Service Distinctive differential

offering service competence and

concept.

Description

Time as a converter includes both
control over timetables as well as
timing of specific activities and
events.

Trust functions as insurance in case
of unexpected events, difficulties,
and changes.

The service offering consists of
competence and capabilities as well
as ability and motivation to adapt this
competence to the buyer’'s
requirements.

Table 3. Definitions and descriptions of inhibitanghe relationship initiation process

Inhibitor Definition

Bonds Explicit or implicit factors
creating relationship
inertia.

Risk The buyer’s estimation of
difficulties in the
cooperation process and
negative outcomes.

Image The buyer’s overall
perception of the seller.

DISCUSSION

Description

Bonds are structural or perceptual
ties between the seller and the
buyer that result in preference and
stability.

Risk is related to the seller's
reliability in fulfillment of the
service offering.

Image depicts the buyer’s
perception of the seller based on
not only direct interactions and
communication but also earlier
experience and others’ experience,
and it may contain both facts and
fiction.

The comparison of our conceptualization of theti@heship initiation process with
earlier models reveals several differences andritonions:
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First, the process is not driven merely by theesslimarketing activities, nor does it
proceed in the way that sellers would like. Thdesal sales activities may act as
reminders to remain at an achieved status leveh@re forward in status. Status is
important when the buyer decides to activate aegtoj

Second, the process does not resemble a life-cyi¢le. process may start from
different positions, be on hold for an indefiniteripd of time, and progress based on
how the co-operation between the parties succe€dssequently the initiation
process (from a certain seller’s point of view)g&eds only when certain factors are
in place that we have labeled converters and itdrsi Earlier life-cycle and stage
models thus seem less adequate as descriptionshaf appens in an initiation
process than, for example, a garbage can modelcfiveand Simon, 1958; Cohen et
al., 1972). Inspired by the garbage can model vggest that at a particular point in
time, a choice situation arises (the buyer’'s atéidaneed) and certain problems are
present (perceived by the buyer). At that momdmre are certain actors in the
proximity (seller's recognized or considered), @edtain solutions (service offerings)
are available. These factors are inputs into age®evith an unpredictable outcome.

Third, it is not a question of purchasing a preiglesd service offering that would be

easy to evaluate based on a tendering processewhiee would play a dominating

role. The empirical material indicates that theitasrvice offering is important as a
hygiene factor but what is essential is the cafgitahd interest to adapt and develop
the contents and delivery conditions in a procegether with the buyer. The price

tag is not essential according to the buyer ineamin our study as long as it is within

certain limits. The real price is counted in terafigersonnel resources allocated to
the project in the buyer’s organization and theeptél price in terms of risk that the

project will be unsuccessful. Relationship initeti around such a knowledge-
intensive professional service might therefore ifferént compared to the purchasing
of a physical product and similar to what transfioignindustrial companies are

facing.

Fourth, the narratives show how important a few gegple are for the development
of the relationship initiation process. Buyers sdenjudge the service contents and
delivery based on assessing one or a few persprssenting the seller. The complex
and intangible service is not easy to ‘test-dribefore a business agreement but
people representing the seller are used as suegaitd buyers infer to the service
and value in use. This is in line with the logicsefvice (e.g., Vargo and Lusch, 2004)
and seems to have a strong impact on the develdpohehe relationship initiation
process for executive education and consultingisesvThe social network factor has
been emphasized in earlier research but we cont¢hatefrom the seller’s point of
view it is not only a question of attending to th@&tekeeper but also to an internal
network in the buyer’s organization.

Our conceptualization is similar to the relatiomsimitiation process by Hedaa (1996,
p. 509). Our conceptualization not only contairadustes in the process, however, but
it also explains why the process develops backwardsrward which is clarified by
converters and inhibitors. Furthermore, our coneaptation is different from the
relationship development model by Dwyer et al. 8@)9for example, since we do not
assume a pre-defined sequence of stages andlasis to Batonda and Perry’s states
(2005). Our contribution is that we also descrilmel auggest how and why the
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initiation process changes or does not change.nitel of the initiation process is

similar to what Turley and LeBlanc suggest basedaoliterature review, i.e., a

dynamic stage model of the following evoked setmilability stage (all brands

available to the consumer in the market), awaresesge, evaluation stage, choice
stage, implementation stage, and post-purchaseiaiai and reclassification stage
(see, e.g., Turley and LeBlanc, 1995).

Previous models lack an explicit focus on the dyieassues and mechanisms in the
relationship initiation process. Our model doesfootis on the status in that process
per se, however, but rather on the energy or resabehind the change or lack of
change. We may thus conclude that our preliminasypceptualization adds a

significant piece to the puzzle in understanding thynamics of how business

relationships form.

Managerial considerations

There are several interesting managerial questitaiscan be answered by our new
conceptualization. For example, how can a new rseliégperform an old established
seller? First, it might not be possible for the neeller to know the status of the
competitors. Similarly, changes in their status may be easily detected. Based on
our empirical material it seems possible to becoagegnized rather easily, as buyers
might have an interest in constantly scanning tlaeket even if no actual project is
planned. In the first meeting the seller shouldi®on listening closely to the buyer in
order to detect co-operation possibilities andh&t $ame time display their basic
service offering. As the buyer normally is awarevadst competitors’ offerings it is a
question of being more interesting than the congsti Still, nothing may happen for
a long period of time. It seems clear that showiagconstant interest by
communicating regularly may lead to opportunities e included among the
considered sellers when a project is activatededoh a business agreement a further
capability and interest in adapting the servicernfiy is needed as well as a build-up
of personal relationships. Price is, however, nkéwnissue as long as it is not out of
an acceptable range; being outside the price riamggeates incompetence.

Another question is when and why does a curretgrdelse ground? A seller that has
a considered status may lose this status in maryg.wne obvious reason is that a
key person in the seller’s organization or in thgds’'s organization moves to other
positions or other organizations. Another reasoghinbe that the seller has used all
his competence in relation to the buyer and isaagable or willing to renew this
competence. A further reason might be that theyehaot been able to actively
communicate with the buyer in order to preserveirtis¢atus. Of course, less
successful projects might also result in a revesatls. It should be noted that the
buyer interview indicates that buyers may have addém quality classification of
sellers with the same status category which mighbe known to the sellers.

A third managerial question is what are the reastmmsnot progressing in the
relationship initiation process? As our empiricatarial shows, the seller might not
have information about how the relationship iniiatprocess proceeds and what the
reasons are for not being chosen. We discoverddthibee might be inhibitors that
prevent a progression. Naturally, a reason migtt ak that the seller has not been
able to sufficiently mobilize converters in termfstione, trust, and service offering.
Our model might therefore be used by a seller asoh to diagnose different
relationship initiation processes.
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Future research

In future research, there are many issues we reéactis on to test and refine our
preliminary conceptualization of the relationshiptiation process. We suggest a
more in-depth study of the statuses, converterd, iahibitors identified in this
explorative study in two service contexts. We stiailthe same time be open to and
actively search for other converters and inhibitmmd carry out empirical research in
other business-to-business service contexts bugcedly in industrial companies
which have converted to adopting service logic.

The empirical findings in this study suggest tte initiation process is dependent on
a few individuals representing the seller and tligelb. Their social contacts, personal
networks, experiences and ‘power’ seem to be inapbifor the initiation process. We
need more in-depth research on how trust and reskn@naged with special attention
to the role of the individuals involved. We haveposed that recognition is important
and a necessity for relationship initiation. Hovawgareness created and how does the
process develop from unrecognized status via tbegrézed status and considered
status to a business agreement in different cafext

We also suggest research on the role of leaderdeaatrship in the relationship

initiation process. Cohen et al (1972) note thatléss can make a difference in the
‘garbage can’ by: (a) carefully timing issue creati(b) being sensitive to shifting

interests and involvement of participants, (c) ggiping the status and power
implications of choice situations, (d) abandoningtiatives that get hopeless

entangled with others, and (e) realizing that piagns largely symbolic and an

excuse for interaction.
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