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Business Relationships and the Impact of Political, Competitive and

|ntermediary Connections

Abstract:

In further developing the notion of business actarghe distributive channel, the study integrates
competitors, political and intermediary units tawestigate if and how they have their impacts on
focal businesses. In this construction, businelsgioaship function is exposed to be interrelated t
connected business and other actors which aretlgiigacindirectly interdependent. The argument is
driven by the notion that actors, like competitargaermediaries and political units, can generate
uncertainty for the core business relationshipsrtiter to achieve a deeper understanding, the study
develops a conceptual view which contains the tewy felationship concepts of commitment and
trust (Morgan and Hunt, 1994). Stressing on busimeswork theory, the paper contends to study the
influence of different type business and non-bussneonnections on focal business. The empirical
study is based on a survey which contains extensiesviews with 354 firms’ relationships. To
reach this the paper constructs a LISREL modeésd the hypothesis. Knowledge on the impact of
these units can aid business firms when develogingtegies towards these units. Including
uncertainties sources like intermediary and pdalitrelationship may provide a more reliable picture

of the firms’ behavior in business network.

Key Words:Business Network, Commitment, Trust, Political esstthtermediaries and competitors;
LISREL Method

Introduction

Either they want or not, business firms for thaiurvéval and development have to deal with
relationships with not only those that they havéenactive business. They have, directly or
indirectly, relationships with other units in th&nvironment’. The study constructs its view oe th
presumption that a business network is composedctirs having their legitimacy on different
grounds. Against this perception, the main attentid business network studies is reserved for
studying of firms’ exchange relationship with coeaplentary nature g and views on inter-firm
behaviour and connections are seen as sufficieengtain the behaviour of the firms. This boundary
setting of business network has provoked new rekees, proclaiming that business firms are and
have to manage uncertainties which are not ontedlto the business chain connection. Stating that
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firms’ relationships and connections provide ingigint picture of so called “market as business
network”.

The recent studies pinpoint the issue like comipetiand political relationship and claim that
such research has attracted less attention (Boddel®88; Hadjikhani and Thilenius, 2005; Ring,
Lenway and Govekar, 1990; Welch and Wilkinson, 208ddjikhani et al., 2008). They contend that
the earlier studies ignore the fact that firms’ibass activities are also influenced by these adaser
they are sources of uncertainties. Some studies$, as those of Welch and Wilkinson (2004) and
Jacobson, Lenway and Ring, (1993) highlight théufaito incorporate political issues into the
business network marketing texts.

In the absence of much research in this area,sthidy attempts to offer an answer to the
inquiry of researchers like Welch and Wilkinson @2 and Ghauri and Holstius (1996) and raises
the simple question of how firms’ focal businesktrenship is affected by the different types of
connections (Hadjikhani, et al., 2008, Boddyweya88). While one type of connections stands in
the production chain, the other business connedsianth competitors which are not positioned in
the distributive production chain. The other typdsconnection concern actors like trade union
which have intermediary roles. The third groupswctors are political actors. Though, in developing
the notion of connection with actors in the disitilde channel which traditionally occupies the
attention of business network studies, the studpleys a broader perspective. It also integrates
connections with competitors, political and intedwey units to investigate if and how these
different types of connections have their impactgazal relationships. In this construction, busme
relationship function is exposed to be interrelaiedlifferent types of connected actors which are
directly or indirectly interdependent (Boddewyn 889 Hadjikhani and Ghauri, 2001; Ring, Lenway
and Govekar, 1990). The argument is driven by edimter-dependency and the notion that actors,
like competitors and political units, can generateertainty for the core business activities.

In order to achieve a deeper understanding, theystievelops a conceptual view which
contains the two key relationship concepts of commant and trust (Morgan and Hunt, 1994).
Stressing on business network theory, the studyeods to study the firms’ business relationships
and the influence of both political, intermediacgmpetitors and business chain connections. To
reach this the paper constructs a LISREL modetsbthe results. Knowledge on the impact of these
units on focal relationship can aid business fimtgen developing strategies towards these units
(Buckley and Ghauri, 1999; Ghauri and Buckley, 206#djikhani, 2000; Ring, Lenway and
Govekar, 1990). Inclusion of sources of uncertastike socio-political relationship may provide a

more reliable picture of the firms’ behavior in lmess network.
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Earlier Contributions

Largely, the contribution of the earlier studies ¢@ grouped into three different theoretical feld
a) hierarchical view, b) business interaction viewg c) the view of business firms’ interactiontwit
non-business units. In the first truck of thouglualled here the traditional view, the researchers
focus is on firm’s marketing behavior. Intermediand political organizations are conceptualized as
units standing on the business environment ofithe Researchers like Miller (1992) and Ahmetd

al., (2002) stress on hierarchical power of the prltinstitutions and firms’ adaptive action towards
political risk (Keilloret al.,2005; Keillor and Hult, 2004). The hierarchicadwiis also adopted by a
large number of researchers in political sciencadtdson, 1991; Nowtotngt al, 1989). In this
view the non-business units gain their power frdwirtlegitimacy in the market that is achieved
through establishing a trustworthy position. Implyc firms’ commitment is explained by their
actions for management of risk (Ahmetial, 2002; Miller, 1992), risk in international opaoats
(Keillor et al, 2005), development of structures to fit with tlegulations (Spenceat al, 2005;
Buckley and Ghauri, 2004; Cosset and Roy, 199tpguorate structure (Murtha, 1991; Lenway and
Murtha, 1994). The statement is based on manifestatf political legitimacy by coercive actions
towards business firms. The firms’ behaviour towd#né socio-political actors relays on their
adaptive actions.

In the next field, business interaction and relatlop view, studies do not specifically concern
the impact from the political actors. Political @t are treated as elements in the focal relatipissh
environment. Views developed do not specificallpagrn the interdependency/dependency of firms
to political actors. The majority of business iatdion or network studies concern business
relationship or the chain business connections.ioSmalitical connection is left untouched or
regarded in an implicit manner. The business ndtwapproach, which has been extensively
explored in industrial marketing (Ford, 1990; Haéson and Snehota, 1995, Ghauri, 1999; Johanson
and Hakansson, 1994) and international businesestiJohanson and Mattsson, 1988; Forsgten
al., 1995) rarely, touches the socio-political bebaviof the business firms.

The third research filed, and closer to the poihtdeparture of this paper, researchers
concentrating on governance (see e.g. Streeck,; F@@tein, 1990), problems to overcome rules
(Chaudriand Samson, 2000), impact of government on conet{fRamaswamy and Renforth,
1996) and heterogeneity of the firms’ and indukpialicy (Barros and Nilssen, 1999); in lobbying
(Hoffman, 2005; Fabella, 1991; Lagerlof, 1997),bargaining and bargaining power (Moon and
Lado, 2000; Nomdesat al., 2003; Chae and Heidhues, 2004; Dell'Arringa, 20@9olitical market
(Bonardi et al., 2005; O’Cass, 1996) and in political strategy (®ayet al., 2000; Shaffer and
Hillman, 2000; Butler and Collins, 1996) questitwe thierarchical power of political units and more
rely on behaviour theory. They elaborate conceps political legitimacy and proclaim the
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dependency of political actors to the other actorthe surrounding, like business firms and people.
Rejecting the hierarchical power of the politicatas, studies in political science and instituéibn
theory proclaim the embeddedness of political adtoa wider context.

Following thoughts on interdependency, some busingwsidies are in favour of dyadic
relationship between business and socio-politicgisuHadjikhani, et al., 2008) and intermediaries
(Hadjikhani and Thilenius, 2005) which presumedéoessential for the firms for gaining support
and challenging the uncertainty. They elaboraiedgic views like cooperation and negotiation for
interaction between business firms and politicgboizations (Ringt al, 1990; Tayloret al, 2000)
and competitors (Kock, 2005). The interactions ae=n as beneficial for both parties (see
Boddewyn, 1988; Jacobset al, 1993; Hadjikhani, 1996). Studying political amglsiness actors in
a political market (Baines and Egan, 2001; O’Shaeghy, 2001), having parallel business and
political objectives (Kotler and Andreasobh991; Bonardiet al, 2005) have newly captured the
attention of business scholars. In this field, squrag attention on bargaining and some researchers,
like Nomdenet al. (2003) or Dell'Arringa (2001), relate bargaining the collective actions of the
interest groups. Others like Crystal (2003) speally relate the firms’ committed resources and
strategy towards host government (Korbin, 1982; Ki®88; Moon, and Lado, 2000; Crystal, 2003;
Conner, 1991).

Theoretical View and Hypothesis

This paper goes beyond the broad stream in busamessdustrial network and explains that firms
in their business network are to manage the twerdiefpendent areas of non-business and business
(Welch and Wilkinson, 2004; Hadjikhani and Ghu&®@01; Boddewyn and Brewer, 1994). The
model stands on the view that focal business cglakiips beside their business connections they also
are connected to others like political and interiaees units. It is inspired with the question afah
these connections affect the focal business relstips. For political actors’ connection, for
example, the view is based on the impact of thesmson business relationship for the dependency
of business firms to gain support and market stgbAlso that the political actors are dependemt o
enterprises; as firms make investments and crebgegnd that affect groups like the people or media
which finally affects issues like GNP on which sBpiolitical units are dependent (Jacobsbral,
1993; Hadjikhani and Ghauri, 2001). In seeking &loegitimacy political actors, are to incorporate
demands from business firms into their decisiotisi$¢gen and Kooiman, 1993).

To explore business relationship the views is mespiby researchers studying of long-term
relationships (Reddy and Zepiel, 1999) and closdationships (Sollner, 1999) and denote that
relationships have their roots in commitment angdttbetween the partners (Gundlathal, 1995).
Researchers like Morgan and Hunt, (1994) and Gehd&t al. (1995) explicate commitment and
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trust as the two key elements of relationships.s€hsvo elements are stressed by researchers in
business network also as vital between businesssaai-political units (Welch and Wilkinson,
2004; Hadjikhani and Ghauri, 2008). Thus, focaatiehship commitment and trust in the network
logic of this study is connected to not only buseeactors but also those of political and
intermediary units (See Figure 1). According tcstiiew the context of business network contains
three interdependent ‘markets’ (Boddewyn, 1988; jikhdni and Ghauri, 2001). One includes
business actors wherein business firms are retatedch other on the base of business legitimacy. |
the next two business firms have direct and indiretationships with intermediary and political

actors in which these latter have their legitimacpolitical and social bases.

PleaseInsert Figure 1 Here

Though, as shown in figure 1, commitment and tmugt dyadic business relationship is determined
by, a) the composition of interactions between tiyadic business partners, b) the impact of the
business chain connections, and also c) the impactie political connection and d) impacts from
the intermediary connection. Following this themadt view the study constructs nine hypotheses.
The first hypothesis reflects the relationship a&hd rest of the hypothesis are related to the
connection impacts. For the focal relationship, liipothesis reflects the two fundamental elements
of commitment and trust. Commitment is defined les dacrifices made by partners to maintain a
relationship. It confers to the set of partnersoce contributions and actions towards counterpar
alone and or towards connected actors to remarelationships (Denekamp, 1995; Hunt, Chonko
and Wood, 1985; Shelbgt al, 1985). Though, as Shellst al, (1985) define, the degree of
resources and performance determines if actorsimeimahe interactions. Trust is explained as the
willingness to rely on an exchange partner in whamther has confidence (Moormenal 1993).
High and low trust will accordingly affect the stggh of the relationship. These two concepts are
recognized in this paper as the basis for indigatite strength and firmness in a relationship. The
higher the strength and trust in the relationsthig higher will be the level of cooperation and

adaptation commitment. Accordingly, the first hyipesis is:

Hypothesis 1The higher the trust, the higher the commitmerthearelationship between the
focal business actors.

Commonly in business network studies, the commitraad trust between supplier and customer are

embedded in a business context. The network hagatend on the assumption of interdependency

of the focal actors to the suppliers’ supplier andtomers’ customer. The business chain connection

is based on resource interdependencies. The cammsgbroperty, like low/high interdependencies,
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determines the nature of impact from the connedtesiness chain of supplier and customer.
Ultimately, relationship aspects like the degreeadéptation and mutuality are determinant. The
statement confers to the factor of actors’ comyatipi.e., whether the connected and focal actors
have supplementary functions or not. Business cbaimmections to suppliers/customers, which in
industrial marketing studies have supplementaryction, can, in some circumstances, become
discordant with the focal relationship and engermtenflict, affecting commitment and trust in the
focal relationship. Continuity in the exchange widistrained connected relationships is constructed
on a low level of commitment and trust. Problemshwsuppliers’ supplier in for example,
technological modification, can affect the sup@iecommitments towards the focal customer. A
high positive impact from the business chain cohaegcon the other hand, refers to the mutuality
and co-operation in commitments and trust that oithé actors (Donaldson and Toole, 2000). The
next two hypotheses examine the impact of busirdssn connections affecting the focal

interaction. The hypotheses are:

Hypothesis 2aThe higher the impact of business chain connegctize highethe commitment

in the relationship between the focal businessracto

Hypothesis 2bThe higher the impact of the business chain cotm, the higher the trust in
the relationship between the focal business actors.

Traditionally, industrial network theory perceivesnly business chain connections. While
cooperative relationships with suppliers and custemare easy to grasp, connection with
intermediaries which lacks direct economic tranisacthas been neglected. However, studies like
Julien,et. al, (2004) on networks embeddedness in the so@atpetitive and environment or the
study of Faber and Shoham (2002) and studies likeigdeau (2002) on firms in for example IT
which connect the supplier and customers, have shbw importance of these relationships for the
focal partners. Intermediaries like media and traden can affect, for example, the firms’ market
legitimacy. Firms’ publicity, for example, by crea a public opinion is been under securitization
by researchers in the fields like communicationpolitical science. But researchers in business
network have taken a silent position towards tlwesmections.

In further developing the network view researchiéke Webster (1996) and Gummesson
(2003), raise the question of the impact of inteoacbetween actors like political organizations,
competitors and business firms. Some are concewmidid political organization, others with
competitors or media (as an intermediary unit).di&s like Bengtsson and Kock (1999) and
Hadjikhani and Thilenius (2005) scrutinize the matof competitive relationships and introduce
competitive strategic actions and Gnyawali and Madh (2001) explore the cooperation and

6



Abstract preview

competition indicated by firms’ structural embeddess. In advancing knowledge on the
relationship with intermediaries and competitotsdees like Hadjikhani and Thilenius (2005) and
Madhavan (2001), Easton and Araujo (1992), expthan impact of such actors on focal firms’
commitment and trust. Easton and Araujo (1992) Bexgtsson and Kock (1999), reflecting on the
distance between competitors, include two elememd$ competition/conflict and
cooperation/harmony constructed on trust. In tlesensions, we can find the matter of degree of
impacts from intermediaries on commitment and trust

The discussion above illuminate the impact from types of connections, one reflects the
impact of competitors and the next confers to thpact from intermediaries. Followingly, the next
four hypotheses reflect the impact of this conmactn focal relationship commitment and trust.

Hypothesis 3aThe higher the impact of intermediary connectibie, lowerthe commitment in
the relationship between the focal business actors
Hypothesis 3bThe higher the impact of the intermediary conmegtihe lower the trust in the

relationship between the focal business actors.

Hypothesis 4aThe higher the impact of connection to competjttrs lowerthe commitment
in the relationship between the focal businessracto
Hypothesis 4bThe higher the impact of the connection to consti the lower the trust in

the relationship between the focal business actors.

This study extends the network boundary by inclgdion only competitors and intermediaries but
also political units who are socio-politically carated. The view is constructed on the presumption
that the range of commitment and trust is not @myantecedent to the focal actors’ activities, but
also to the acts of political units. Though, commant and trust in one relationship are based not
only on partners’ will and sacrifices in the busiseontext but also on the actions of actors in the
political context. The view developed in this stuekplains that a focal relationship’s commitment
and trust can gain support or hindrance from tlog$erent sets of connected relationships (Jacobson
et al, 1993, O’'Cass 2001 and 1996) and Klein and Mdaft©93). Thus, a network is a set of
connected relationships which can support or hanapéocal relationship, depending on how a
dyadic relationship is affected by the connectetatimships (Duck, 1993). One connected
relationship can support, while another can hindedyadic relationship (Klein and Milardo 1993;
Duck, 1993).
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In studying political connection, researchers idtrce the two elements of the adaptive and
influential activities of the firms (Hadjikhani eal., 2008; Hadjikhani and Thilenius, 2004,
Boddewyn and Brewer, 1994). These represent higbvolevels of positive/negative influence on
the focal relationships. The view is based on im@tghips which are the cause of indirect
interdependency between the political and businests. In terms of the influential actions,
strategies like lobbying (Coen, 1999; Calingae®93), cooperation and partnership (Boddewyn and
Brewer, 1994), and commitment in social interactiavith non-business actors, like government
agencies and trade unions (Hadjikhani and Ghaw@lp are mechanisms for elimination or
reduction of negative impact on commitment andttmughe core businesses. On the contrary, the
adaptive behaviour of the firms manifests the aaisa high level negative impact on the focal
relationship commitment and trust. There are aelargmber of studies on strategic planning that
pose the non-business factor as a non-controli@aer (Kotler, 1999). The political means as a
structural constraint, lead to the prediction thgth impact from the non-business actors force
business firms to have a low business engagemdn¢ ilocal country.

Political connections can be composed of componactsg to exercise power, and are
embedded with conflict. Thus, political connectisra source of uncertainty which can have a low
or high impact on the core business relationshipd{ithani, 1996). In this case, there are some
sporadic efforts in studies like Bakkenet al (1999) on communication, Lubben (1988) and
Hadjikhani and Ghauri (2001) on the dominance afwedge on network context, and some others
who tried to interconnect the range of coopera#ind trust (Hanf and Scharpf, 1978; Housteal,
1988). These researchers are among the few whoy stuel social dimensions in political
relationships that affect the relationships’ trastl commitment. As discussed, the two hypotheses
which follow examine the impact of the politicalreeection on the commitment and trust. While the
first hypothesis examines the impact on the foekdtionship trust, the second hypothesis considers

the impact on the focal relationship commitment.

Hypothesis 5aThe higher the impact of political connection, tbwer the trust in the

relationship between the focal business actors.

Hypothesis 5bThe higher the impact of political connection, iver the commitment in the

relationship between the focal business actors.

M ethod

The empirical analysis is based on a subset frodatabase, consisting of information on 354
business relationships. The data has been colleated used for studies of dyadic business

relationships and the impact of information tecloggl (see Lindh, 2006). In the study small- and
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medium sized firms in Sweden were approached iin tble as suppliers to one specific customer of
their selection. The information was collected thglo standardized questionnaries directed to the
CEO or marketing managers who initially were cotgddoy telephone in order to get approval to
send the questionnaire and to give background nmdtion about the study. The informants were
selected to insure that they had personal experi@ianarketing in general. To answer certain
guestions in the questionnaire, they were askesklect one of their most important customers, of
which they had personal knowledge. In this wayrdspondents were consciously selected to be able
answer our questions regarding the company, asasettgarding the specific customer relationship.
The analysis of the data material was performedgusiSREL with the aim to test the validity of the
hypothesized causal relations within the framenobweerall structural model (Gerbing and Anderson,
1988; Bollen, 1989; Hayduk, 1987; Joreskog and &drk1993). The first step in a LISREL analysis
is to run the observed indicators in a so-callecasneement model to assess construct validity
followed by the development of the structural modéle validation of the structural model is based
both on the causal relations included and on skgafistical measures. We have chosen to use Q
(x2/df), GFI, AGFI, RMSEA and SRMS. The interpretatiof a model should also be done bearing

in mind that each relation in it is contingent be setting of the overall model itself.

Construct Validity

The aim of the analysis is to test how the strenfitonnections affects trust and commitment in the
focal business relationship. To indicate the impaEcdbusiness connections we use four statements
concerning the conceivable effects on the focaln®ss relationship of relationships with any of the
customer’s customers, any of the customer’s othppléers, any of the firm’s other customers and
any of firm’s suppliers. Correspondingly, as indica of the impact of socio-political connections,
we use three statements concerning the bearingeoéffects on the focal business relationship of
relationships with governmental bodies, municipajamizations and labour market organizations.
The impact of relationships to any banks and atgrivational organizations are used as indicators
for intermediary connections, while impact from tifien’s competitors and the customer’s
competitors account for the competitor connectiothe analysis. The answers to all questions were
given on a five-grade scale ranging from ‘not &ttal‘very high.

The dependent variables in the model, trust andhdtment, are indicated by the responses to a
set of attitudinal statements on a seven-gradenakdicales. The level of trust in the relationsiip
based on the notion of one party’s willingnessédly ion the other party and is in this analysis is
indicated by a construct of three statements dickdb the supplier firm. The first is quite
straightforward asking whether the supplier trubts customer completely, the second on whether
the supplier trust information from the customed @he third focuses on the openness concerning
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information. Relationship commitment can broadlydomceived as the directed actions taken that
bind the firms together. In this analysis, commitins indicated by the responses to three stateament
reflecting firstly whether the customer has invdstethe relationship, secondly if the relationstsip
long-term, secondly if there exist a wider relasbip between the customer and the supplier, and
finally if the supplier likes doing business withet customer. The answers to all attitudinal
statements were given on a seven-grade ordinat saabing from ‘strongly disagree’ to ‘strongly
agree’. The selection of variables to be used & dhalysis meant that 82 of the total of 354
relationships in the database had to be omittedt@lwme or more missing values. This left us with
an effective sample of 272 observations. The detesi statistics, factor loadings, t-values arfd R

values of the indicators for all constructs argldiged in Table 1.

Please Insert Table1 Here

The first step towards finding a valid model wasetoploy the constructs in a measurement
model with no causal relations specified. In thépsthe discriminant validity was also assesseé. T
statistical output showed a non-significant meas@rg model. The model contained five significant
correlations at the 5%-level along with the hypstheausal relations while four correlations were
not significant. The most important significant iation was positive correlation between Trust and
Commitment. The correlations between Trust andrigss Connection and Intermediary Connection
were also significant. Further, the correlationswleen Commitment and Business Connection,
Intermediary Connection and Political Connectionrevalso significant. The results of the
measurement model in conjunction with the concémgr@inds presented in the previous provide us

enough support to continue the analysis by verfyire discriminant validity of the constructs.

Structural Model Analysis

Following the results from the measurement modediractural model was specified with causal
relations between the latent variables in accorelamith the presented hypothesis. The statistical
output from the first run of the model some sigrafit causal relations and moderate validity. In
order to increase the validity of the model thecHpel relations were excluded stepwise based on
the level of significance, i.e. the casual relatwith the lowest significance was first excludduk t
model re-assessed, followed by the exclusion ofniget non-significant causal relation until all
included relations in the model displayed significatatistics. The resulting structural model shows
four significant causal relations between the latariables (see Figure 2 below). The model must
be considered a valid representation of the dath wichi-squared of 146.24 with 79 degrees of
freedom vyielding a Q well below the recommendedig@alf two. The RMSEA (0.056) and SRMS
10
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(0.057) are also in range with the recommendedegalturther, the GFI is at 0.94 and the AGFI at
0.88, meaning that the model must be considereeé tovalid representation of the data.

Please Insert Figure2 Here

Results

Commenting on the resulting final structural mo@ele Figure 2), it is first of all important to t&ta
that the relation betweerrustandCommitmentn the model is positive and significant (0.5234.
This provides support for the first hypothesis amig the relation between trust and commitment,
i.e. an increased trust in the relationship leadsgher commitment. This also supports the notibn
how the strength of the relationship is constructéde actors learn to trust through ongoing
exchanges and these in turn provide the base ftrefustrengthening of the relationship through
enhanced commitment.

In the structural model the impact Blisiness Connectioand Commitmenis supported (0.23;
.3.32). This means that Hypothesis 2a is verifiedthis analysis while the impact of business
connection on trust is not, meaning that we haveesject Hypothesis 2b stating that trust will be
positively affected by business connection. It sedike the impact from connections following the
chain of business has a direct bearing on the Evemmitment in the business relationship, he. t
business partners are ready to invest furthertir@aelationship when the business situation ¢ails
it through the impact of the business connectioihcdrse, the fundamental condition is still most
likely that some level of trust is conceived in thesiness relationship, but, in this model the icbpa
of business connection is not mediated throughethe trust in the business relationship in oraer t
see increased commitment

In the model, the effect of intermediary and contpetconnections on relationship trust and
commitment reveals some interesting results. Tlegtioa betweenintermediary Connectiorand
Trust is negative and clearly significant (-0.10; -2.@fus supporting Hypothesis 3b that higher
impact from intermediary connection generates lowest in the relationship between the focal
business actors. The other hypothesis relatinghfmact of intermediary connection, Hypothesis 3a,
where a similar negative relation on commitmentprsposed is not supported by the current
structural model.

Turning to Hypothesis 4a and 4b the effect of cotinas to competitors were suggested be
negative on both trust and commitment in the bigsimelationship. The results of the final strudtura
model mean that both hypotheses have to be rejantede case due to insufficient significance, i.e
Hypothesis 4a, while for the other hypothesis duart effect opposite the anticipated. Instead ©f, a
anticipated, having a negative impact on trusth@e business relationship, the revealed effect of

11
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Competitor Connectiom the model is a significant and positive Brust(0.31; 4.01). Expanding on
this finding it has to be kept in mind that truag defined in this study, is a component of the
business relationship and the impact of competitmmnection seem to strengthen the business
relationship rather than weaken it. A situationiradreasing impact from competitors, both on the
supplying firm as well as on the customer firm,utes in this setting in increasing trust in the
business relationship, i.e. a reliance on the omgdiusiness exchange with the established
counterpart.

Of the Hypotheses 5a and 5b, proposing negativectsffof political connection on trust and
commitment, only Hypothesis 5b can not be verifiadthis model. The effect oPolitical
Connectionon Commitments significant and negative all in line with thgpothesis (-0.14; -2.70)
while the effect of political connection on trust mot supported. The fact that Hypothesis 5b is
supported and that the effect of political conractis on relationship commitment still makes it
possible to draw some conclusions concerning oglakiip strength. Increased political connection
results in lower commitment and the focal busirretstionship is weakened, still the effect is oa th

level of commitment while the level of trust is fieated, at least in a direct way.

Concluding Remarks

Boundary setting in business network studies isntlost vital issue for the researchers. While the
main truck in business network studies put the dawnaround the business relationships and the
complementary chain production, this study extehdsboundary and includes relationships with the
political, competitors and also intermediary un8sich boundary extensions naturally complicate the
simple illustration of earlier network context, hutis closer to the business realities. In the rea
business life firms are challenging with differesdurces of uncertainties, some are business and
some has non-business natures. Either they wamitpthey have to manage all these uncertainties.
This paper is one among the few researches in tre@ars that stress on the extension of the
business network boundary. Further research foreldpment of views using case study can

contribute new knowledge.

As discussed in the analytical section, all thedtlypses are not verified. But the verified
hypothesises elevate several interesting conclasibine first conclusion is related to the impact of
the trust on commitment. This conclusion is alsofieel by large numer researchers. But the more
interesting conclusions are related to the impdcthe connected relationships. One conclusion
which verifies conclusion of other study in busmesetwork is the impact of the business chain
connection. But, different to other studies, thelgtreaches the conclusion that the impact does not
have any impact on the relationship trust. It carspeculated that the actors in the business daain
not social interdependency. The interdependencybasause of the technological element.

12
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Knowledge about which relationship element is @f#fdcby connection can also be essential for
managers.

The results further manifest the need for extensiothe perceptual boundary of the business
network. On contrary to the earlier studies, thpepananifests that the three other connections,
political, intermediary and competitors, have intpac the focal business relationships. There are
recent studies emphasising on integration of spoldical relationships into the network context.
This study goes further and concludes that thisntaty is to be further extended to include even
others into the context. There are seldom businessork studies that manifest the impact of all
these connections together. With integration o$éheonnections the abstraction of business reality
the theoretical view — becomes closer to what iagyon in the business market. Business firms are

always challenging in different kinds of uncertast

Interesting conclusions can be drawn by studyimgkinds of impacts from these connections.
One interesting conclusion lies on the negativeaichf the political and intermediary connections.
These connections weaken the focal relationshipileAthe first one impacts on commitment, the
other one impacts on trust. It can be concluded gbéitical connection, for example, impacts are
perceived by business actors as coercive whichremfimcreasing commitments. Another exciting
conclusion is the competitors’ connection. The ltesmanifest that the competitors, contrary to
general feelings, have a positive impact relatigngiust.
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Figure 1: Conceptual Model Business and Non-busin€snnections’ Impact on Relationship
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Table 1. The Constructs and Indicators used inAhalysis

Construct Abbr. Mean S.D. Factor T-value R-value
Indicator Load.
Commitment

This customer has invested time and mon®ONEY

in developing the relationship between our

two firms

We are committed to a long-term LONG_T
relationship with this customer

We like doing business with this customer L _BUSI

Trust
We feel we can trust this customer TRU_C
completely
We are willing to make information INFO
available for this customer
We completely trust the information INF_TRU

received from this customer

Business Chain Connection
To what extent is your relationship with thi€US_C
customer affected by any relationships with
any customer of the customer’s?
To what extent is your relationship with thi€US_S
customer affected by any relationships with
any of the customer’s other suppliers?
To what extent is your relationship with thiSUP_S
customer affected by any relationships with
any of your own suppliers?
To what extent is your relationship with thiSUP_C
customer affected by any relationships with
any of your other customers?

Competitor Connection
To what extent is your relationship with thiEOMP_C
customer affected by any relationships with
any competitor to the customer?
To what extent is your relationship with thiEOMP_S
customer affected by any relationships with
any of your own competitors?

Intermediary Connection
To what extent is your relationship with thiBANK
customer affected by any relationships with
any bank?
To what extent is your relationship with thifOR
customer affected by any relationships with
any international organization?

Political Connection
To what extent is your relationship with thi&OV
customer affected by any relationships with
any governmental agency?
To what extent is your relationship with thiMUN
customer affected by any relationships with
any municipal agency?
To what extent is your business with this TRU
customer affected by any relationships with
any labour market organisation?
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Figure 2. Final Structural Model
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