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Abstract

According to the current view, any business refafop consists of two levels; firstly, the
interpersonal level i.e. human beings as actorssandndly, the organisational level i.e. companies
as organisational actors (see Hakansson, 1982).et#mw for research aiming to analyse the
relationship development this perspective may naivide a rich enough a picture of the
phenomenon. Dividing a business relationship téeddht levels or elements (such as technology,
organizational structure, experience, and indivisludirects research attention to cross-sectional

analysis instead of longitudinal, holistic analysiselationship development as a process.

This conceptual paper argues that when studyingdineslopment and dynamics of business
relationships the focus should be on the procebghyin the end, consists of individuals’ actions.
Companies as such consist of human beings, i.eageas and employees. Thus, any organisational
action is performed or initiated by individuals veleoaims and interests shape the way they deal
with other organisations. Thus, the individual actieventually generates business relationship
development and should be the interest of our esudiherefore, we present business relationships

as managers' personal problems.



I ntroduction

It is commonly agreed that a business relationshimsists of at least two active participants, i.e.
companies interacting. In other words, the busimekdionship is seen to exist between two (or
more) companies. However, companies as such coasistuman beings, i.e. managers and
employees in general. Any organisational actiopagormed or initiated by individual directors,
managers, etc. (see e.g. Daft and Weick, 1984; dvedter, 1992; Hambrick and Mason, 1984).
Moreover, the individual member’'s aims and intesestll shape the way s/he deals with other
organisations (Canning and Hammer-Loyd, 2002). Aesstén and Araujo (1994) note, the
organizational developments are inevitably reldtethe behaviour of the managers over time, i.e.
the individual-level actions in temporal contextfws the actions of the individuals in the two or
more companies eventually generate the businestsoreship as well as its dynamics.

The Interaction and Network Approach to businetaimnships has always acknowledged the
individuals as a part of a business relationshae (dakansson, 1982; Thorelli, 1986; Johanson and
Mattsson, 1987; Hakansson and Snehota, 2000).ite spthis, a large part of recent business
research emphasises the level of company actorenWitluded in the studies, the individual's
behaviour is too often left in the background as tontent of the business relationship (e.g.
technical, social, economic) is emphasised (foewaewv, see Snellman, 2001). In other words, the
company as an actor and its activities and reseuneee been emphasized (see Hakansson and
Johanson, 1993) at the expense of the behaviotireoindividuals representing the company and
actually acting in the business relationship. Fertlesearch on the role of individuals in business
relationships have been called for especially bynagament theorists interested in industrial
organisation (e.g. Hutt and Stafford, 2000; Osband Hagedoorn, 1997) as well as marketing
researchers (e.g. Haytko, 2004; Mainela, 20i¢holson, Compeau and Sethi, 2001).

The present paper aims to present an alternatitiavimur-centred view to the dominating

level- and element-focused ways of understandirggness relationships. We rely on the basic idea



that the personal characteristics and ways of gcénen the personal chemistries of the interacting
managers determine the development of a busin&gsnship (see Ring and Van de Ven, 1994;
Marschanet al, 1996). Following Liljegren (1988), we look fom aexplanation for business
relationship dynamics from managers’ behaviour. iffaen research question of the study is: How
does the individual action construct the businesktionship dynamics? Examining and
understanding individuals’ behaviour is critical &eeing the small changes of which the business
relationship dynamics are comprised.

This paper views relationships as processes catstripy individual action and examines the
individual action contributing to the developmeftbasiness relationships. The study is structured
into four parts. Firstly, we argue that recent aesle on business relationships has somewnhat
neglected the role of individual actors shapinglibsiness relationship. To ground the argument, a
review of studies on business relationships from 2ist century is conducted. Secondly, an
understanding of a business relationship as a psabat acknowledges the actions by individuals is
developed. Thirdly, the paper elaborates on the typaction individuals in business conduct.
Finally, the paper presents business relationsdspsianagers’ personal problems and discusses the

implication of such view on research and busingss |

Current view of business relationships

To find out the current situation in business relahip research, we searched for peer-reviewed
journal articles using the term business relatigngir business-to-business relationship in their
title. To ensure a wide geographical spread thkmviohg databases were used; ABI/INFORM,
EBSCO Host EJS, Elsevier Science Direct, Kluweri@nbnd MCB University Press Journals in
Emerald Library. However, since the aim was to aviethe importance of managers, that was a
strong starting point in IMP tradition, is apprde and understood by current researchers, the
period was limited to five years, 2000 — 2004. Bkarch resulted in 55 studies (see Appendix I).

However, a commentary article by Woodside (20009 wxcluded, as well as papers by Hogan and
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Amstrong (2001) and Ringberg and Forquer Gupta3p8ihce, in spite of their title, they do not
focus on business relationships. Thus, the numicgtudies reviewed is 52.

The finding that supports the importance of thisdgtis that of the 52 studies, only 8
(Anderson, Havila, and Salmi, 2001; Canning andriamLloyd, 2002; Griffith, 2002; Havila and
Wilkinson, 2002; Johnson, Barksdale and Boles, 2@lkkonen, Tikkanen and Alajoutsijarvi,
2000; Tellefsen, 2002) elaborate on both actor I$evee. the interorganisational and the
interpersonal level as well as their influence anheother (see Table 1). Griffith (2002) states tha
managers’ communication competences directly inftge international business relationship
development at the interorganisational level. Johnst al. (2001) concludes that a sales-person
plays an important role in reducing customer défecin business relationships. Canning and
Hanmer-Lloyd (2002) model the adaptation processcamclude that the managers’ own behaviour
and his/her perception of e.g. partner's commitmiefiuence the adaptation process at the
company level.

Tellefsen (2002) refers to Hakansson and Wootz {l%hd states that “Organizational
exchange occurs simultaneously at two levels. Osweell involves the interorganisational
relationship [...].The second level involves the interpersonal refstigp between the two firms’
representatives”. Tellefsen’s (2002) results sugdbat in building buyer commitment, the
suppliers need to satisfy two kinds of needs; thesoof the buying organisations and the ones of
the purchasing managers. Olkkonen et al. (2001)eatigat relationships, as structures and contexts,
are formed by interpersonal communication procedReferring to Giddens (1984), they suggest
that analysis of resource exchange should be congplieed by analysing also the interpersonal
communication patterns at various organizationegle Havila and Wilkinson (2002) show that
social bonds built up between managers in a businestionship can be transferred to new
relationships with the managers. Anderson et 8012 demonstrated that even the reputation of the

persons representing the company may play an iporole in business relationships. Thus, not



only the actions of current managers, and espgdiadl owners, but also their former actions that
build their reputation may guide the course oflibsiness relationship.

Thus, we found studies that discuss the two levielsysing on how managers’ personal
interests and characteristics influence the orgdioisal level or how their personal relationships
can be imported into new business relationshipsvé¥er, research still lacks a focus on the co-
existence and interplay of the interorganisatiaral interpersonal levels, and a description of the
mechanisms through which the interplay takes place.

From the remaining 44 studies, 16 takes up onlyctmpany level (e.g. Farrelly and Quester,
2003; Humphries and Wilding, 2004) and three ohly individual level (Berghall 2003, Jones,
Busch and Dacin 2003, Woodside and Wilson 2000 fé@st, 25 studies, at least mention the
managers (e.g. Holmlund, 2004; Perry, Cavaye amteC@002) in their theoretical frameworks.
The divide in the empirical sections (n = 44) o fhapers is more equal. Nineteen papers focus on
the company level only (e.g. Hefferman, 2004; Ssens2004) and three on the individual level
(Berghall, 2003; Jones et al,. 2003; Woodside anksdy, 2000). Seven papers from 2001 and
2002 (e.g. Anderson, Havila, and Salmi, 2001; Tedle, 2002) discuss the interplay of individual
and company actors, and 15 articles mention baotblde(e.g. Bolton, Smith and Wagner, 2003;
Tahtinen, 2002), although do not discuss theiugrice on each other. Some studies (e.g. Backhaus
and Bauer, 2000; Claro, Hagelaar and Omta, 20B8)up both levels in the theoretical review, but

the empirical analysis stays on the interorgarosatilevel.



Table 1. Actor Levels in Recent Research

Theoretical part or theoretical papers

Individual level

Company level

Individual and compa

Interplay of individual

Empirical part

Individual level

Company level Individual and compa | Interplay of individual
levels and company level levels and company level
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As a whole, the current research seems to havedtithful to the early works on business
relationships and networks (e.g. Ford, 1980; Hasmms 1982) that present the two-level
conceptualisation of business relationships. Theoms of individual managers are seldom
emphasised or they are diminished to notions ofab@xchange, i.e. seen related only to one
dimension of business exchange (for exceptiongdrutbe review see e.g. Liljegren, 1988; Halinen
and Salmi, 2001). Thus, the central driver of besrelationship development, the individual

action, is seldom included in the studies of bussrnelationship.

Why bother with individuals when studying a businessrelationship?

We suggest that if we analysed the individual actidien studying relationship development and
dynamics it would allow us to better see the natirbusiness relationships as dynamic processes
and therefore to analyse dynamics deeply. We athat understanding business relationship
development through research efforts requires sleeofia process level, a dynamic unit of analysis,
and methods revealing streams of actions and otters within specific actions and events.
Conceptualising business relationships from théviddal action’s viewpoint and thus studying the
actions of individuals, we claim, gives us four éfts. It enables us to adopt all the above
mentioned three elements. Moreover, it enablessusesearchers in the marketing discipline to
make use of the traditions of managenresearch. Let us now have a look at these fourfiiene
more detail.

Firstly, business relationships can be seen agpses. Hakansson and Snehota (1995) define a
business relationship as “a mutually oriented adBon between two reciprocally committed
companies”. Tahtinen (1999) defines a businesdioakhip as “a process of repeated exchanges

between a buyer and a seller companyike business relationship, individual actiorbisnature a

! The definitions mention only companies, but theyased here merely to stress the nature of rakttip, not to

express a statement of the nature of the actocdvied.



behavioural process. It consists of “decisions @&rttbns that actors within the firm have taken over
time” (Ghoshal and Bartlett, 1994, p. 91). Thusatalyse individual action is to analyse processes.
If we would analyse company and individual actarels or multiple elements of a relationship
separately, we would view the relationship as acttiral entity or in other words as outcome of the
interaction process. If a structural view of redaghips would be applied in studies of relationship
dynamics, it allows the researcher to see whagmfft structures have been formed as an outcome
of the processes and not the actions that weregaigithe relationship.

Secondly, business relationships are dynamic. Mdrtile models and frameworks that depict
relationship development (e.g. Dwyer et al,. 19Bfalinen, 1987; Wilson, 1995; Wilson and
Mummalaneni 1986) are processual and suggest a aruofbdifferent stages or phases that a
relationship may go through (once or several tinggling its life. Individual action is also a
dynamic concept by its nature: it describes whdividual managers do and how managers act
(behave) (Jemison, 1981; Noordegraaf and Stew@@0)2 To study relationship dynamics, it is
natural to apply such a dynamic unit.

Thirdly, since relationships are dynamic process$ies, methods of studying their dynamics
should be able to capture the nature of the phenomas it is. Processual research is thus needed
(see e.g. Easton, 1995; Halinen and Toérnroos, 1996ress models help us to understand events
that happen more or less at the same time anchteeconnections between them (see Pettigrew,
1992; Stake, 1995). Holmlund (2004) offers an atizdy framework that helps researchers to ‘cut’
the process into smaller units by identifying “dint types of relationship interaction units,
labelled interaction levels”. The paper argues twaien the relationship parties assess their
relationship, it is naturally done in periods ohé, in streams of interactions. Following this idea
we see that these streams within the relationstmgist of smaller units of acts, events, and stages
The shortest unit refers to individual acts, e.g.eamail or a single discussion between the

representatives of a buyer and a seller (see T&ht2001). Several interrelated acts form an event,



for example, several discussions, meetings, anddhal signing of a contract constitute a contract
negotiation event and a stage consists of inteée@lavents. In other words, the relationship can be
seen as consisting of multiple acts, which form elients, which form the stages, which, finally,
form the relationship. We argue that managers fomth companies perform the acts, events, and
stages and thus, relationships. Thus, concentratiothe individual behaviour over time makes it
possible to trace longitudinal development procesaking place in the business relationships (see
also Holmlund 2004). For example, we can study deeelopment of commitment in the
relationship by analysing individual action, andiletdoing this we note that some acts enhanced
the development of commitment thus forming sevargdortant events developing the bond, yet
other events occurring at the same time by othelivithuals hindered the emergence of
commitment. In other words, analysing individuali@e enables us to study how the relationship
changes, not only what its structure was then amat wis now.

Fourthly, with emphasis on individual action we carovide further insights to business
relationship research by bringing in one of theecodeas of management research and
organizational change (see e.g. Ghoshal and Bart@®94; Poole, 1998). Paying attention to how
the individuals in business relationships act iffedent periods of time and how differently
different individuals act is especially important being able to trace the small changes thathare t
basis for relationship development and dynamicg 3dme idea can be seen in papers arguing that
whenever the research aims at studying the actérem organisation, the mono-method single
informant survey should be abandoned and multiplermants should be used (see e.g. Phillips,
1981, 1982).

If we agree with the four above mentioned reasoesearchers studying business relationship
development and dynamics should gather and andbtseon the individual action that forms the

relationship. Although the dependence of the fionghe resources of other actors can be seen as



the basis for business relationship developmerd, itidividual action defines what kinds of

relationships are established and with whom.

Conceptualising individual action in business relationship development

Let us now concentrate on the individuals as dee® of the business relationships. As
Granovetter (1985 p. 490) has argued, the econauiion is always embedded in personal
relationships between individuals. Similarly, Hakson and Snehota (1989, 1995 p. 10) have
emphasised that business relationships are genbralt up as a social exchange process, in which
individuals become committed beyond the strict tamhktent. The individuals tend to weave a web
of personal relationships, which appear to be aditimm for the development of interfirm
relationships. Ring and Van de Ven (1994) emphakisebehavioural process when they state that
“the ways in which the agents negotiate, execute randify the terms of an IOR [..ipfluence
motivations to continue in, or terminate, the rielaship over time”. However, when studying the
business relationship, we suggest that separatiagpersonal relationships within the business
relationship creates a structural view that hindmrs understanding of the dynamics of business
relationships. Therefore we argue that if reseaschwuld view a business relationship as streams
and periods of individual interaction as in Figute the processes and the complexity of

relationships would be easier to detect.

i i i Company B
Company A A Bulsmess Relat|0||1sh|p pany
‘ Stage ‘ ‘ Stage ‘
Event H Event ‘ Event Event

Figure 1. A business relationship analysed into interacpieriods
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An individual’'s behaviour is always affected by tbeganisational context but the interaction of
individuals also influences the organisational eeh{Ghoshal and Bartlett, 1994; Perrone, Zaheer
and McEvily, 2003). To emphasise this idea, managertheorists (see e.g. Perrone et al., 2003)
make a distinction between role taking and role ingakbehaviours. In role-taking individuals
comply with the expectations created by their oigmional roles. In role-making, in turn,
individuals actively enact their roles in the redaships through individual discretion. Dwyer,
Schurr and Oh (1987) also pointed out the posgiliferences in the behaviour in interpersonal
relationships that may be either minimal rituaklikommunication governed by social norms or
frequent formal and informal communication basesb an psychological satisfactions. Heide and
Wathne (2006) derive two prototypical roles, a hassperson and a friend, from the economic and
sociological perspectives on decision logics ahfrin business relationships. Business managers
can, without difficulties, distinguish businessefrdships from other types of business relationships
(e.g. Haytko, 2004; Price and Arnold, 1999). Weet#kis notion further to build the basic idea of
individuals behaving in business relationships eittas organisational agents i.e. in role
relationships or as ‘qua persona’, i.e. in persoekdtionships (see Coleman, 1990, pp. 531-54;
Ring and Van de Ven, 1994).

The role acting is focused on the company’s busiaesivities, i.e. created by and related to the
company by the person disposing of the contactsinélividual represents the organisation and
behaves according to the expectations associatdd her/his role in the organisational setting
(Haytko, 2004; Hjorth and Johannisson, 1997) antbua systems involved in the distribution of
goods and services (Turnbull 1979). Therefore dtationships can be expected to be transferable
to other individuals (cf. Hallén, 1992) but the ividual relationships are also dissolved with the
business relationship (Haytko, 2004). The actians @ creating access to sources of resources,
competence and capabilities and to managing thesesa channels in pursuit of competitive goals

(Cunningham and Culligan, 1988). In these relatigys Heide and Wathne (2006) emphasise
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calculative decision logics guided by utility maxgation and Haytko (2004, p. 320) quotes them to
“make you the most money”. The relationships argebdeaon task or role hierarchies, and contract-
based trust. Official contracts regulate the irdBom, and managers concentrate on the formal tasks
in the interaction (Hakansson and Snehota, 1998).pThis kind of interaction is usually very
formal and takes place on a high management leMdansson and Johanson (1988) have claimed
that such action does not often lead to real coatjos in relationships.

The personal relationships are focused on the nessag their capacity both as businessmen
and private persons (Hallen, 1992). The relatigrslaind their use are related to them personally
and are therefore not normally transferable. Thatiomships are likely to continue between the
individuals even when the interfirm business relaghip is dissolved (Havila and Wilkinson, 2002;
Haytko, 2004) The manager acts on the basis of personal trussaagance and liking (Hjorth and
Johannisson, 1997; Nicholson, Compeau and Sethil)2&nd cooperates as matter of principle
(Heide and Wathne, 2006). Thus, interactions aruhaxges are governed by social controls, like
personal trust, confidence, and reciprocity andiireqcommitment beyond strictly task-oriented
content (see e.g. Larson, 1992). Decision makinguisled by internalisation of norms, by self-
consistency and moral imperatives making appragmigs as the underlying decision logic (Heide
and Wathne, 2006). Typical of these relationshspspening one’s personal life to the other person
and that they can be trusted to help in urgentarafHaytko, 2003; Mainela, 2007). The personal
characteristics and the whole personality of th@agar are strongly and willingly involved in the
business processes. These two prototypical typextaig and their differences are illustrated in

Table 2.
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Table 2. Two Types of Individual Acting

Organisational role-acting Personal acting
Formal interactions Informal interactions
Actions focused on business activities Actionsdmelybusiness activities

Contractual relationships based on impersonal trusPersonal relationships based on personal trust

Relationships transferable from person to person lativeships not transferable

Evolutionary commitment Initial commitment usudltigh

Economic and instrumental considerations Affectime moral considerations
Calculative decision making logic Appropriatenessalecision making logic
Hierarchical relationships Non-hierarchical relasbips

As Coleman (1990, p. 541) notes, the same persoractin different capabilities on different
occasions (see also Heide and Wathne, 2006). Hedlybehaviour has been seen to vary along
the development of the firm. All emerging venturé®. ventures in their initial stages of
development, are suggested to require acting insopat relationships whereas existing
organisations need organisational role behaviouart(@r, Bird and Starr, 1992; Hjorth and
Johannisson, 1997; Starr and MacMillan, 1990). ¢texls acting has been seen important for
interfirm relationship development especially whgrblems arise (Halinen and Salmi, 2001;
Haytko, 2004; Perrone at al., 2003). Also someuce$t have been seen to emphasise either type or
strongly intertwine them (Bjorkman and Kock, 19%&Imi and Backman, 1999). Empircal studies
(Haytko, 2004; Mainela, 2007) have shown that aiagyof different interpersonal relationships
within one business relationship exists and thatagars are both able and likely to switch from
one type of acting to another during a relationship

According to Heide and Wathne (2006) the actingither prototypical way represents a form
of identity of a relationship. Therefore, at a givieme, a particular identity dominates a party’s
approach to that relationship. The identity andghgicular interaction approach are, on one hand,

based on the relationship’s unique interactionomystOn the other hand, an actor may possess a

13



mental model of correct behaviour that is expectetthe other party based on experiences in other
relationships or on general industry observatiomerCime, however, the party’s actions are the
decisive factors in defining the relationship idgntibid, p. 93).

The influence of individual acting on the businesationship development is strongly related
to the expectations of the counterpahe ways in which individuals make the interpretasi about
each other’s intention and behaviour depends ortheh¢he person is expected and seen as acting
as an organisational agent or as a person forik@Wmn part (see Ring and Van de Ven, 1994). The
effects on the relationship may, thus, be diffed@gending on if the manager makes promises with
the mandate of her/his organisational role or asinglividual person. The firm’s governance
strategies for business relationships can createimiorce either type of behaviour and can produce
switching in the ways of acting (Heide and Wath2@06). Figure 3 helps us to discuss this issue

further.

How Company B’s Manager’s expects A’s Manager to act

Role acting Personal acting

How Company
A’s Manager acts

Action-expectation fit | Action-expectation
misfit

Role acting l l

Smooth development

Personal
acting

Figure 2. Individual action-expectation influences on businessrelationship dynamics

of the relationship
likely

Drastic changes in
the relationship likely

Action-expectation
misfit

!

Drastic changes in
the relationship likely

Action-expectation fit

!

Smooth development
of the relationship
likely
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The consequences of the individual action to theirfmss relationship are dependent on the
expectations of the counterpart, whether the manhgbaves according to or against them as
illustrated in Figure 2. The logic is the same aslP (1998) sees in organizational change when
expectation creating statements made by the toagesnent should fit the interpretation of the top
management actions by the organization membergeTibean action-expectation fit in interaction
events where manager’'s expectations and actiorthe@same, either behaving in the organisational
role as expected or as a personal agent as exp@gpdr right hand corner and lower left hand
corner in Fig. 3). We can expect that the inteamctepisodes with matching behaviour are
connected to a smoothly developing business reistip and increased cooperation (see Heide and
Wathne, 2006). However, there are also two casesisfits, where the expectations of the other
party are not met with the counterparty’s actiopper left hand corner and lower right hand corner
in Fig. 3). Such misfits in the interaction process likely to produce confusion, changes, and
perhaps even conflicts in the business relation@gp also Heide and Wathne, 2006). We see these

as highly important in studying and understandhmggrelationship dynamics.

Discussion
This research has highlighted the role of individuanagers in business relationship dynamics.
Managers make choices, either intentional or uniraeal, on how involved they are in certain
relationships. Through interacting on strictly mess terms on strictly business issues and on the
mandate of their official positions, the manageasebthe business relationship on organisational
role-acting. On the other hand, a manager may gate npersonally involved in a business
relationship based on personal liking and personest towards the counterparty manager. The
interaction between the managers is then basequangersona’ acting.

Naturally, the actions of managers in businesgioglships are not static one-time choices. The

managers may act with different counterparts anddifferent situations within a business

15



relationship either within a role or within an irgersonal relationship. It is important for the
development of the business relationship that aagemnis acting according to the expectations of
the counterpart.

Although the interpersonal level is not totally dotten, too many recent studies discuss
business relationships emphasising the one or éweld, not the interaction as a process. This is
somewhat odd, since while gathering the empirieséh ¢h studies on business relationships scholars
usually ask the managers what they did in certdwratsons and how they solved some problems
(see Ford, Hakansson and Johanson, 1986; cf. HainlR003). However, when reporting the
empirical results, the data on individual actioe ardden, surprisingly often and well, inside the
collective, organisational behaviour and technarabconomic confrontations. On the other hand,
when we examine the data collection instruments)etimnes the researchers seem to ask a single
manager to account for the whole organization. Tdneates an image that an organization is
thought to have only one important decision-makeaator, who knows what really happened and
whose action determined the relationship developntémwever, for example Alajoutsijarvi (1996)
has shown how people at different organizationlteperceive the relationship differently and how
its development differs at different organizatiotelels. To us, it seems quite daring to rely on a
single informant when studying what takes plackusiness relationships.

This paper suggests that the researchers focusigiginess relationships should pay specific
attention to the individual action and its influenon the business relationship dynamics. This
requires such research designs that ensure gaghefiand analysing detailed and longitudinal
gualitative data of actions and interpretations irmdividual managers on both sides of the
relationship and how this individual action actyalbrm the relationship. The definition of a
business relationship is not merely an empiricasjon (cf. Axelsson, 1995) but also a theoretical
guestion to be taken up in research. Consistemt thié approach presented by Ring and Van de

Ven (1994) we claim that the complicated and abstsacial-psychological dynamics between
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individual managers explains to a great extent hodat why business relationships evolve. These
dynamics can be detected by a researcher onlyghremphasising the individual action. Only this
way research may produce results that are usefoiffedm the managerial point of view.

To the managers, the present study emphasisesngf@tance of understanding the nature of
the business relationship as a process where tieesitting at the driver's seat. The organisational
role-acting and personal acting are both possibtereeeded when managing business relationship
development. What is important to notice, howeigthat the expectations and interpretations of
the counterpart’s manager of the other managetisraare very influential in creating stability or
change in the business relationship. The needrtsider the other manager’s expectations towards
and interpretations of own individual action makies business relationships managers’ personal

problems.
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