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| ntroduction

Business relationships are a type of complex adapstystem that self-organises and evolves
over time through organisations’ internal and exaérinteractions (Wilkinson and Young 2002,
2005). Each of the firms involved responds to dgjmaming from their own market and industry
environment as well as to signals coming from ahevolved in the relationship. Many different
kinds of interpersonal, intra-firm and inter-firnrmtéractions take place that shape the way a
relationship develops and evolves. Each relatioveld@s its own history and takes on its own
distinctive personality as it is shaped by hist@rievents, context and contingencies, much like a
human personality develops. However while hypath#y there is a near-infinite number of ways
that relationships could develop and configure thelaes, certain attractors (e.g. profitable, migual
beneficial) and combinations of attractors will toere attractive to the participants and thus more
likely (Welch and Wilkinson 2002, Young and Wilkors 1997). Having reached a state where there
is little or no impetus by participants to chanige telationship and assuming the relationship esnof
atmosphere and within an environment that enabl@sreproduce itself; relationships retain certain
characteristics and represents a kind of equilibratate of the relation (Wilkinson and Young 2005).
This paper considers what types of business rektexist, under what conditions different types
emerge, how they evolve and what relational fornt evolution patterns are most effective for the
firms involved.

Classifying relationships within typologies is affeetive way of seeking insight into these issues
(Keep, Hollander and Dickinson 1998Many ways of classifying business relations havenbe
offered in the literature but these tend to be t@msed, armchair type proposals; there have been
only limited attempts to empirically identify thelationship types that exist in a systematic wane T
only completely empirically based classification refationship types reported in the marketing
literature is that by Cannon and Perrault (199Bhis classification used cluster analysis to idgnti
eight types based on buyers’ perceptions of theeqet of behaviour taking place in a sample of
different types of relations. Other empirical clésation schemes exist but they impose a
classification on their data based on a predetexthset of dimensions or theory, e.g. Young and
Wilkinson (1997) and Bensaou (1999).

In this paper we report some of the results ofystlekigned to empirically identify the types of
business relations that emerge based on the tygadibnship atmospheres they have. We focus on
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the stability and dynamics of relations and attetomtistinguish between relations that appear to
have reached some equilibrium, more or less stalbie and relations that appear to be in transition.

It is important to distinguish between stable aiadsitory forms of relations because at any given
time there is likely to be a mix of both types ¢ixig. The identification of different types of
relationship attractors will be distorted by thelusion of relations transitioning between differen
types of attractors. Figure 1 depicts this problenawing that relationships can be evolving yet
remaining within a particular relationship configtion or moving to a new relationships type. # th
latter, then measurement of a relationship staéepaint in time can be more or less accurate
depending on the pathway (Wilkinson and Young 200Mis is illustrated in Figure 1 where one
relationship is moving from Type Y to Type X ancbérer from Type A to Type B. If accurate,
measure of the former may capture the shadow gbdke(i.e. what was) or the shadow of the future
(what it will become). It may neglect to captunattthe relationship is changing but still reflects
something of the relationship’s nature. The latt@vement is more problematic. A single
measurement may indicate that relationship to geTy, yet this is a transient as the relationship
evolves towards Type B and does not capture theeaf the relationship and its dynamics. To
overcome this problem, we attempt to distinguistween stable and transitory relational forms
based on a comparison of the relationship typestiagiin stable versus unstable environments. The
resulting typology will more accurately represdre tange of relational states and allow more
effective comparison of relationships.

Figure 1 Stable and Transitional Business Relations
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The remainder of the paper is organised as folléust we describe the database and clustering
methods used for the research, then we describstardret the types of relations identified. Fipal
research and management implications are discussed.

M ethodology

The business relationship database used is fromeitend stage of the Interfirm Relations Research
Program (IRRP2) undertaken at the University of Nesuth Wales in Sydney, Australia (Young

and Wilkinson 1997). It comprises a very comprehanaudit of a focal relationship garnered from
personal interviews with buyer and seller firmdieTocal relationships were systematically selected
from a wider group of recalled relationship, witliarmants reflecting on relationships with which
they were familiar and articulating one or more thay perceived to be good, moderately good, not
so good or poor. The focus of each interview waa @articular relation that the respondent was
familiar with and was selected so as to ensurexaoffivery good, moderately good, poor or very
poor working relations. Altogether the IRRP2 datzbencludes data regarding 345 relations and
these are evenly split between buyer and sellespeetives of a focal relationship.
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Hierarchical and non hierarchical clustering metha@imilar to those used by Cannon and Perreault
(1999), were used to identify different types o$imess relations based on a number of dimensions
of relationship atmosphere identified in previokBlresearch, i.e. power/dependence,
cooperativeness, trust, competitiveness/opportunisimerstanding; closeness/distance. Exploratory
factor analysis was used to summarise these measuierms of five underlying dimensions of
relationship atmosphere, as shown in Table 1.

Table 1 Measures of Relationship Atmosphere

Scale Name (Response Cues) and sample items Coefficient
Alpha
Relationalism (Highly un-relational — Highly Relational) 0.925
Cooperativeness of the relationship 0.781

(highly uncooperative — highly cooperative)
My firm has and demonstrates a sincere interest in Firm X's
success
We work hard to maintain a good working relationship with Firm X

Trust (highly un-trusting — highly trusting) 0.946
My firm has confidence in the fairness and honesty of Firm X
The relationship between Firm X and my firm is characterised by
confidence in each other

Commitment (highly uncommitted — highly committed) 0.758
Relationship between Firm X and my firm is characterized by: High
levels of commitment to the relationship
How likely or unlikely is it that your firm will stop trading with Firm
X in the foreseeable future?

Understanding (high levels of misunderstanding — high levels of 0.829

understanding)
Communication between my firm and Firm X is very efficient
Firm X is usually able to look at issues from my firm's point of view

Closeness (very distant — very close) 0.815
The relationship between Firm X and my firm is characterised by
close and continuous personal contacts
The relationship between Firm X and my firm is characterised by
numerous good personal relationships between the individuals of
the two firms

Opportunism (highly opportunistic — highly benevolent) 0.658

Sometimes it is necessary to hold back information from Firm X to
get things done (R)
Firm X sometimes suggests unnecessary changes in practices and
procedures for doing business (R)

Absolute Dependence Formative
(highly independent — highly interdependent)*
Relative Power respondent is dominant/Firm X is dominated — respondent is Formative

dominated/Firm X Is dominant)
My firm's operations would be in serious trouble if we were let
down by Firm X
It would be easy for my firm to replace Firm X (R)
Relative Influence (respondent is dominant/Firm X is dominated — Formative
respondent is dominated/Firm X is dominant)
Relative Influence — (9 items) — Weighted sum rating of relative
influence summed over 9 issues (incl. product/service design and
quality, financial arrangements including prices/fees,

delivery/transportation etc.)

Many other characteristics of the relation were snead, including the kinds of interactions taking
place, the characteristics of the firms, produot$ services involved and the environment in which i
operates. These were used to profile each typeatfon.

Cluster Analysis

A two-stage clustering procedure is used to takeathge of the benefits of both hierarchical and
non-hierarchical clustering approaches (Punj arelw&t 1983, Bunn 1993). Hierarchical cluster
analysis is used to identify candidate clustertsmhg that best fit the data, based on minimisheg t
proportional loss of heterogeneity or informativenef the cluster solutions as clusters are fused
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together, (Everitt 1974; Hill and Brennan 2000). WW&ed the Squared Euclidean Distance as the
distance measure, and the Average Linkage and Wandthod clustering algorithms because they
have proved effective when used together in pastiet (Everitt 1980; Milligan and Sokol 1980;
Punj and Stewart 1983; Milligan 1996). K-means h@rachical clustering was used to refine the
candidate solutions and to identify the best fiftoluster solution

Clusters of relations were identified for the tossElmple as well as for relations classified as
operating in stable or unstable environments baseaglformative measure of the degree of change in
the focal relationship and its environment overpghst 12 months. The measure comprised changes
in the number of competitors, degree of price-ngtand discounting, availability of capital, ovéral
size of the market, range of available productsises of this type, and levels of promotion and
advertising. One hundred and seventy relationsfop®: what was termed the stable sample of
relations, and the remaining 175 comprise the biesenvironment sample.

Results

Five types of relationship clusters were identifiedt the total sample, as shown in Table 2.
Disgruntled Followers (19%) are in highly competitive or opportunistielations with the
respondent’s firm, usually the supplier, being theaker, more dependent and smaller party.
Manipulative Leader$27%) are the first type’s counterpart. They are competiand opportunistic
but the interviewee’s firm is more dominaBenevolent Independent Relationshipg%) rate very
low on opportunism and dependence. The relatiomagpto be mutually beneficial involving non-
critical inputs.Arm’s Length Relationship&l4%) are opportunistic, short lived and asymretmi
terms of power, though levels of interdependeneelaw. They resemble adversarial buying and
selling relationships with a lack of close ti€dose Relationship@5%) score high on all measures
of relationalism, including cooperativeness, trustpommitment, understanding, closeness,
interdependence and benevolence and are longeglashe respondent’s firm is typically the more
dominant party.

Table 2 Mean Relationship Atmosphere Scores by Cluster
(standard deviation is below score)

Type of Nz Relationalism+ Non- Absolute level Relative Relative

Relationship = (highly.un-relational — Opportunism< of dependences Dependences Influencex
highly relational)x {highly.opportunistic—  (highly.independent — (R>X—X>R) 0 (R>X-X>R) 11

highly non-opportunistic)r  highly interdependent) -

5] H o o o o

1 Disgruntled 661 0.16°u 0.26° 1.12¢0 0.949

Follower o 0.75 0.77 0.850 0.76

o o] o o i .

2 Manipulativer: 841 -0.23%n -0.06%¢x -0.66* -0.80®

Leader o o 0.6 0.78& 0.76 0.65

o o] o o

3 Benevolent = 59u 0.43°u 5 0.12°n 0.23°u

Independent o 0.73& 0.71 0.95

joi H 8 T o

4 Arm's Lengtht 47 -1.65% -0.41°1 -0.4421) 0.47¢u

o o 0.49 0.88 090 0.82

o o ol o o o

5 Closex 791 0.819xn 0.939: 0.02°x -0.30°%1

o o 0.55 0.59 0.75 0.75

a z = a —Notes: For each

atmosphere dimension (i.e. column), means with the same superscript are not significantly different (p<0.05), based on Scheffe’s joint
pairwise comparison test. The mean(s) in the lowest range are indicated with superscript a, the next highest with b, and so on. In
addition, boxes highlight the relationship type(s) with the mean in the highest range for that particular dimension, while circles highlight
the lowest range.

We next considered how the cluster solutions chavigen relations in stable and unstable
conditions are considered separately. A five clustéution was found to be the best fit for thebkta
environment sample and an eight cluster solutionhfe unstable environment sample.
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The mean scores on each atmosphere dimensioreféivéhclusters identified for stable relations are
shown in Table 3. Stl is characterized by higleleof relationalism, benevolence, interdependence
and some dependence asymmetry favouring the regpofidn. They resemble Close relationships
from the total sample and 30 were so classified. Rl also comprises 12 Benevolent Independents
which suggests that, in more stable environmentsjbaype of these relationships appear as more
similar to Close relations than they are to othen®/olent Independent types (i.e. to St4). St2 are
opportunistic, interdependent with the respondefitta the weaker party. They comprise mostly
Disgruntled Followers (24 of the 28 so classifiaghich suggests that this relationship type exists
largely unchanged in stable environments. St3nslai to St2 with high levels of opportunism,
interdependence and dependence and influence agsgiesndut respondent’s firm is dominant.
They are mostly Manipulative Leaders (42 of thesdSlassified) and, like St2, exists unchanged in
stable environments. St4 have low interdependgmtenfluence may still be exercised. They do not
clearly resemble any of the types from the totalfga, although most (18 of the 26 of so classified)
are Benevolent Independents, suggesting a potgnuamique subtype that emerges in stable
environments. Finally, St5 are non-relational angpartunistic, with respondent firms still
influenced by their counterparts. They resembleamdprise only Arm’s Length relations
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Table 3: Stable Environment Cluster Profiles
Means and Standard Deviations of relationship atmospheric variables by type of buyer/seller relationship

(cluster).
Type of N Relationalism Non- Absolute level Relative Relative
Relationship (highly, un-relational — Opportunism of dependence Dependence Influence
highly relational) (highly, opportunistic — (highly. independent — (R>X- X>R) (R>X- X>R)
highly non-opportunistic)  highly interdependent)
7T~
b
St1 45 0.796¢ 0.979¢ 0.450¢ rCO.14Oa°= -0.190°
0.542 0.545 0.696 \\0.916 ’ 0.692
~ e
5t2 28 -0.059°¢ 0.571¢ 1.283¢ 0.879¢
0.864 0.650 0.895 0.776
St3 49 -0.429° : 0.167°¢ 1 -0.582° -0.802°
0.724 1 0.766 : 0.687 0.630
L. -
St4 26 0.265¢ -1.403° 0.273° 0.540°¢
0.568 0.592 0.595 0.822
1""\\
St5 22 -0.384° ,{0.156”\ 0.533¢
0.868 \ 0885 ) 0.713
'\___,J

Notes: For each atmosphere dimension (i.e. column), means with the same superscript are not significantly different (p<0.05), based on
Scheffe’s joint pairwise comparison test. The mean(s) in the lowest range are indicated with superscript a, the next highest with b, and
so on. In addition, boxes highlight the relationship type(s) with the mean in the highest range for that particular dimension, while circles
highlight the lowest range.

The results suggest that in stable environmengsiefationship types emerging are like those found
for the total sample. The exception is Benevoledependents who appear to emerge in two ways
in stable environments. Stl is a mix of both Bet@wolndependent and Close relations, which are
more similar in stable environments. Benevolenep&hdents also seem to exist in a second form in
stable environments, as indicated by St4, whicHiesghat this broad type can exist in two forms in
stable environments.

The mean scores on each atmosphere dimensiorefeight clusters identified for unstable relations
are shown in Table 4. Un1l has high levels of iataism, benevolence, and interdependence. They
comprise only Close relationships. Un2 is relatipfeenevolent and independent favouring the
respondent. They resemble and are made up of mBegvolent Independents (18 of 28). Un3
have low levels of relationalism, are benevolerd #me respondent firm is heavily influenced by
their counterparts. Its closest match is Arm’s Lltbneelations (12 of 15) but appears to have a
different type of atmosphere in unstable envirortmewith one leading the other. Un4 is
characterised by opportunism and asymmetry (famguthe counterpart firm). Further, these
relationships display higher levels of interdepem@geand relationalism than most other unstable
environment relationship types. Apart from a ladkirfluence asymmetries, Un4 relationships
resemble Disgruntled Followers in the total sangpld 15 of the 24 relationships are so classified.

Un5 has high levels of dependence and influencenamtries. Un5 firms are highly influenced by
and dependent on their counterparts, which rese@isgruntled Follower relationships. In addition,
they are characterized by higher levels of relaiigm, benevolence and interdependence. Twenty-
two of the 30 relationships in Un5 are classifiexd Risgruntled Followers which suggests two
distinct subtypes exist in unstable environmenés (In4 and Unb).
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Table 4: Unstable Environment Cluster Profiles

Means and Standard Deviations of relationship atmospheric variables by type of buyer/seller relationship

(cluster).
Type of N Relationalism Non- Absolute level Relative Relative
Relationship (highity.un-reiatonal — Opportunism of dependence  Dependence Influence
highly reiztional) (hiahiy.opportunistic — (highty. independent — (R=X-X=>R) {R=X-X=R)
highly non-oppartunistic) highly interdependent)
Uni 31 0.938° 0.776" 1.041° | 0.044°¢ : /0,564,
0.483 0.721 0.576 i 0.588 ! '\‘ 0.720 ;
Un2 28 0.699° 0.689° .“1[1,8?9“": ~0.317:" 0.162°¢
0.463 0.715 L 0.749 . 0.864 0.791
r=—=—————— i’ Sanie ooty
Un3 15 -1.653" i 0.371°7 | -0.610°%¢ 0.179 | 0.B16%° i
0.454 | 0.638 i 0.921 0.795 \ 0.B30 |
_____ il US| Lo o initEe RS T
o M 5
Un4 24 i 0.186°" | :’1,241”. 0.512° 0.B25* -0.001°5¢
i 0.829 s 0577 0.888 0.713 0.631
wRiiat o) ! r——\—"'-‘i_‘l —————————— 1
Uns 30 ; 0.397°" | : 0.296° i i 0.159<" | 0.833 1.280°
| 0.588 | 0.695 | 0.624 | 0.813 0.539
Un6 12 0.684"° E 0.122°0 | -1.571° .t'0.44n“;‘:
0.631 ¢0.577 0.489 " 0.819
S b 5 A 1
Un? 2B 0.198°%¢ 0.366" 0.318° 10,9074
0.783 0.757 0.613 L 0.704
> B S =5 = |
UnB 7 -1.637¢ -1.801¢ H0.73478% -1.2444 | 0.466°° |
0.396 0.752 \ 0.457 ; 0.788 | 0551 |

* The total sample mean and standard deviation are not exactly that of their standardized scores (i.e. u=0; s.d.=1) due to the
split of the total sample into stable and unstable relationships. This was undertaken so as to allow for comparisons between the stable
and unstable sample (i.e. using identically standardized scales).

Un6 displays strongly independent characteristig) what little dependence there is favouring the
respondent’s firm. Despite this, respondents ragdr tinfluence over their counterparts as greater,
which makes them similar to Manipulative Leadematiehships (8 of the 12). However, Un6 are
non-opportunistic, unlike manipulative leaders, grgiing this is a subtype that exists in unstable
environments. Un7 has higher levels of interdepeodeavith the respondent’s firm dominant, both
in terms of relative dependence and influence. Tdisy have the second lowest opportunism rating.
These relations are similar to Manipulative Leadations in the total sample, with all 28 classifi

as such. However, Manipulative Leader relations @isginctly less interdependent than Un7,
suggesting a second subtype exists in unstableosments. Lastly, Un8 is highly un-relational,
opportunistic and independent, with what little elegence there is favouring the respondent. But
they rate the influence of the counterpart as highese characteristics match Arm’s Length
relationships, with all 7 relations classified asm®s Length in the total sample.

In order to investigate further the subtypes, p@sevcomparisons were undertaken. The two subtypes
of Disgruntled Followers are not different in terofgelationalism, interdependence and dependence
asymmetries. Un4 is significantly more opportugisthan Un5 (p<0.001) and are much less
influenced by their counterparts (p<0.001). The subtypes of Manipulative Leaders differ only in
terms of their degree of relational orientation®01) and interdependence (p<0.05). Un7 is more
relational and interdependent than Un6. The coexatfteristics of Manipulative Leaders exist, i.e.
high opportunism and dependence and influence agyra®s but two subtypes emerge in unstable
conditions. The differences in relationalism antéidependence may be partly explained by other
differences in these relations. Un7 involve tratisas that are more heterogenous (p<0.5), more
individually negotiated (p<0.071) and more frequ@t0.075). Thus, they may require closer, more
understanding atmospheres due to their more demgmaiture. In addition the degree of change in
the last 12 months is lower for Un7. Un6 also gaderer future prospects for Firm X (p<0.05) and
decreasing trends in business (p<0.067) which maigate the relation is in the process of ending.
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The two Arms Length relations are similar in terohdigh levels of independence, strong influence
asymmetries and low relational orientation. Theaeye with regards to levels of opportunism and
relative dependence. Un8 are significantly moreoojymistic and asymmetrically dependent than
Un3. In unstable environments, an even more extfeme of Arms Length relations appears to
exist, as well as a more balanced, benevolent one.

Table 5 contrasts the stable and unstable envirohnedationship types drawing a sharp contrast
between the relationship types found in stablewarsdable environments. .

Table 5 Summary of Types of Relations Identified

Total Sample Relationship types Total Stable enviroment Unstable environment
Sample
(Ts)
Disgruntled FollowergDF) (19%) St2 — very similarto TS Two subtypes of DF
very competitive/opportunistic relation un4 -
respondent firm, usually supplier, higher relationalism than for TS
respondent weaker, more dependent and and lack of influence
smaller party asymmetries
uns -
higher relationalism, benevolenge
and interdependence.
Manipulative LeadergéML) first type’s (27%) St3 - very similar to TS Two subtypes of ML
counterpart competitive and opportunistic uné -
respondent firm is dominant. strongly independent, counterpajrt
may be dependent non-
opportunistic,
un7 -
higher interdependence with
respondent dominant
low in opportunism
Benevolent Independefil) (17%) Possible subtypes Un2 similar to TS,
very low opportunism and dependence. St4 -
beneficial relation involving non-critical low interdependence,
inputs. but use influence
St -
more like mix of Bl
and CR
Arm’s Length Relationshigé\LR) (14%) St 5 - very similarto TS Two possible suletyp
opportunistic, un8 —
short lived un-relational, opportunistic and
asymmetric power, but low interdependenge independent,
lack of close ties. But influence of counterpart is high
un3
Most similar ot ALR (distant, low
relationalism) but quite dissimilar tq
TS
Are benevolent and respondent
heavily influences counterparts.
Close RelationshipgCR) (25%) Stl -Mix of Bl and CR —| Un1 very similarto TS
high relationalism, i.e. trust, they are more like each
cooperativeness, commitment, other in stable
understanding, closeness, interdependende, environments than in TS|
benevolence
longer lasting.
Respondent usually dominant.

Conclusions

This research goes some way towards developingngpirieally based taxonomy of types of

business relations and one that takes into acaspects of relation dynamism. When we compare
types of relations existing in stable versus urlstabvironments, more attractors appear to exist in
unstable environments than in stable ones. PgsHild indicates there is a need for more tailored
relationship “solutions” allow firms to cope witlhé challenges of unstable environments. For
example, two distinct forms of Disgruntled Followévianipulative Leader and Arm’s Length

relations were found. This suggests that due toutance in a relationships’ market environment,
these generic relationship types may gravitate tdsvaistinct variants. These variants reflect the
way relations adapt to different and more challegginvironmental conditions. In contrast to stable



Abstract preview

environments, these variants emerge to more firtelye the uncollaborative/uncooperative
relationship options. The subtypes of stable emvitents address finer gradation of benevolence.

These findings have important implications for e¥sbers of business relationships and those
participating within them. Business researchersstmre-examine their assumptions about
characterising relationships in a static way arwbiporate consideration of the ways in which the
relationships are likely to evolve —reproducinglt@round a stable attractor or discontinuouslg an
possibly towards new relationship states. Thigaesh highlights that the ways relationships will
configure differs quite substantially dependingtiois and further highlights the need for researsher
to move away from using static, unidirectional mbag techniques to study relationship evolution
(Denize and Young 2007). The implications for ngara are potentially even greater. One cannot
know a relationship’s future but to know the extentwbich one can reasonably surmise the
evolution of a relation is of immense value. Reatbgn of differential relational stability is an
important first step, which can be extended by wmsg the different possible pathways for
relationships to reach a stable form. While magigrs addressing these types of research issues
conclude by indicating that future research wilcarporate longitudinal methods, this paper
recognises the limitations attendant upon reseeschad practitioners and instead promises to
continue to look at the insights as to relationsleyolution that can emerge from deeper
consideration of relationship attractors in differeslational contexts.
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