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Abstract

During the last decade the ending of exchangeioaktips has received increasing attention from
researchers. The purpose of this paper is to ex@ad discuss one particular aspect of ending —
namely, switching supplier relationships. The bé&sighe discussion is two-fold. First, insighterfr
literature on inter-organisational relationshipsl arganisational learning are used and related to
switching issues. Second, the findings from a dai@lie case study are discussed and related to the
literature. The findings suggest that switchingrirone supplier to another requires a translation of
knowledge and routines gained in the former retestidp. The contribution of the paper is to relate
switching processes and costs to learning. In idithe paper offers an understanding of the
learning processes involved in relationship develept and the substance of such investments. This
helps explaining why switching suppliers is ofteaublesome and highlights what considerations
managers should make when initiating such chamgteeir supplier relationships.
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1. INTRODUCTION AND PURPOSE

In the last decade the ending of exchange reldtipashas received increasing attention from

researchers. It is argued that managers shouldmpknow how to establish a relationship, but also

how to end one (Halinen and Téahtinen, 2002). Endihgelationships includes aspects such as
exiting a relationship, the dissolution or termioatof a relationship and switching relationships

(Tahtinen and Halinen, 2002). The purpose of tlaigep is to explore into the switching aspect of

relationship ending. In addition to knowing howend a relationship, managers also need to know
more about the switching process from one suppbeanother, i.e. the substitution of supplier

relationships.

Switching suppliers has potential benefits suctremlticed purchasing price and opportunities for
new product development (Wagner and Friedl, 206#wever, changing suppliers has been
associated with various types of costs. These @stseflected in the search for and evaluation of
alternative suppliers, the development of a neatiaiship, as well as lost returns from long-term
investments in the existing supplier relationst8mitching costs can be grouped into physical and
soft assets (Nielson 1996). They have been atétibiat the embedded nature of relationships and the
existence of personal relationships (Granovett®85), firm-level switching costs due to partner-
specific investments and marketing variables (WattBiong and Heide, 2001), and relationship
development variables such as adaptations in gclinks, resource ties and actor bonds (Hakansson
and Snehota, 1995).

Research on switching costs mainly focuses on wiwy difficult to end a relationship and not so
much on the switching process from one suppli@mtther. In this paper the processes of switching
are in focus, and in order to understand such pessea learning perspective is used. Learning
underpins the adaptations and investments in psyof relationships (Bygballe, 2006). Hence, a
better understanding of the processes and restillsaming is likely to contribute to a further
understanding of the costs of switching suppliBraddition, it illuminates the learning investment
needed in the switching process from one relatipngb another and in developing a new
relationship.

The structure of the paper is as follows. In sectwo the theoretical framework of the paper is
outlined. Literature on relationship development dearning is presented and further related to
switching supplier relationships. In the next sacta case study is presented and analysed. The case
reports of the efforts made by a buying companyhi marine industry in switching one of its
supplier relationships. The paper concludes byudsiag the theoretical and managerial implications
of the study, as well as suggesting avenues ftinéuresearch.
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2. RELATIONSHIPS, LEARNING AND SWITCHING PROCESSES

2.1. Business relationships

In order to better understand switching procesadstlae costs involved when buying companies are
changing suppliers, we may start by examining ieahips and how relationships develop. The
IMP perspective offers such an understanding (Twltrdnd Valla, 1986; Hakansson and Snehota,
1995, Ford et al. 2003). Within this perspectiveektionship is defined as a “mutually oriented

interaction between two reciprocally committed pars” (Hakansson and Snehota, 1995, p. 25).
Business relationships are seen to contain tedhrécanomical and social dimensions, in which

exchanges between the parties occur (HakanssoR).1@8thin each of these dimensions, bonds
may arise creating interdependencies between theegpahat provide both possibilities and

constraints to the involved actors (Johanson antisigia, 1987).

According to Hakansson and Snehota (1995) busireatonships may be described by the way
they connect the activities and resources of theolwed actors, i.e. their substance. These
connections affect each of the parties, the dyattha network in which they are embedded, i.e.
their function. Business relationships connectedéht actors, creating actor bonds. These bonds
affect what each of the two parties in a relatign#mows about each other and how they perceive,
evaluate and behave towards the other party. Tlogvsa mutual commitment to be established.
Bonds between two parties in a relationship infaeetheir identities, both in relation to each othger
well as towards other companies. Identities argeathas the parties in the relationship learn about
each other and the interdependencies between thesngh direct interaction experience. Key
characteristics of actor bonds are as such shdeadities, mutual commitment and trust.

Business relationships also connect the internaliaes of each party. The internal structureshbot
affect and are affected by the interacting acaeitin the relationship. The activity links influenc
how and when different activities are coordinated aarried out. This, in turn, impacts upon the
costs and effectiveness of the activities and héneeoutcome of the relationship. Each party in a
business relationship relates to several other eoiep, making up various activity links. Because of
this interconnectedness, changes in the activittepawill affect the activity links in a business
relationship, as well as changes in a relationshagtivity links will affect the overall pattern.

Finally, business relationships connect the resowallections of each party in a relationship. A
relationship is a resource in itself to be exphbiend used because it makes available various
resource elements for the parties involved in te&tionship. Furthermore, it provides the
opportunity to combine the involved parties’ resmuand hence to create unique resources. When
resources are combined, they may over time becdoselg oriented towards each other and
resource ties that are adapted will emerge. Thenéxind type of resource ties in a relationshipcaff
productivity and innovation, and hence the outcavheéhe relationship. There might be various
interconnected resource ties within a specific exntinvolving different companies and making up
an overall resource constellation.

The three layers of substance in a business resdtip are highly interrelated. Actors perform
activities in which resources are used, and thigiaes evolve as actors develop their capabilitres
utilising resources. The interplay between thedHagers underpins the dynamics and development
of business relationships and networks, and hemeesdlue and outcome of business relationships
(Hakansson and Snehota, 1995).

2.2. Relationship development and learning
Learning and knowledge are central aspects of nkeraction processes between business firms
(Hakansson and Johanson, 2001). Indeed, Ford, Ké#anand Johanson (1986) argue that
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interaction can be perceived as a learning procelssreby business relationships arise. A
relationship may be seen as comprised by sevecalagge episodes or transactions and parties in a
relationship increase their knowledge and expedeag they interact across these episodes. This
knowledge is influenced not just by the interactitself, but also from the characteristics and
expectations of the parties. According to Fordakt(2003), a relationship develops through diffiere
stages: a pre-relationship stage, an exploratiagesta development stage, and finally, a mature
stage. The various stages are related to four m&ationship investment concepts: learning,
adaptation, trust, commitment, and distance.

Learning is particularly important in the early gga of a relationship. In the exploration and

development stages, the parties engage in a dktadening process in order to get to know each
other. The outcome of this learning is the establsnt of actor bonds, resource ties, and activity
links, which are necessary to reach stability atrttature level. The mature level is characterised b

routines and utilisation of the established corinast(Hakansson and Snehota, 1995). The stability
dimension of relationships may be seen as the rgagon why relationships exist, as it allows for

return on the experiences and investments madde\Wta mature level and use of routines may still

involve some learning, it is reasonable to assuna this level is not as explorative as in the

beginning of the relationship. Nevertheless, aslfadral. (2003) remark, the parties may for various
reasons again engage in a development stage,vinga@xtensive learning processes.

The existing structure of connected activities,oegit and resources in a relationship reflects the
experiences of the parties’ problem solving andeexpentation in finding solutions, their learning
and knowledge (Hakansson and Snehota, 1995). Héiar{$993) argues that learning with regard
to the use and combination of resources, concexasihg about the specific resource elements
involved and how to combine them. Joint learningdah on several actors’ knowledge and
experimentation is particularly important for ciegtnew knowledge. Innovation is related to the
development of new resource combinations over tidsgujo, Dubois and Gadde (1999) argue that
productivity is determined by the efficiency in thtlisation of a given resource combination. The
resources get embedded in each other (Wedin, 20@ll)he specific combinations turn into routines
(Holmen 2001; Harrison and Bygballe 2006, Bygbda@06). Routines are as such both a result of
learning and a further vehicle (Levitt and Marc@88&).

2.3. Relationship learning and switching processes

In order to understand switching processes, ie@sonable to look at the costs associated with such
changes. Switching costs typically refer to a corsids perceived costs involved in switching a
supplier (Campbell, 1985; Heide and Weiss, 1996¢hSosts have been attributed to the embedded
nature of relationships and the existence of peisogiationships (Granovetter, 1985) and prior
commitment and partner/transaction-specific investis (Heide and Weiss, 1995; Wathne, Biong
and Heide, 2001), or in other words, connectiond adaptations between actors, activities and
resources, as described in the previous sectionicl8mg costs are as such reflected in the lost
returns from long-term investments in an existing@@ier relationship, in addition to the search for
and evaluation of alternative suppliers and thestigament of a new relationship.

According to Nielson (1996) switching costs areallgucategorised according to two main models:

a three-dimensional model consisting of physicadetss people and procedures and a two-
dimensional model consisting of physical and huraasets. In his study, Nielson (1996) found
support for the two dimensional representation witching costs: a hard asset dimensions,
comprised of investments in product modificatiomsl aledicated plant facilities, and a soft asset
dimension related to the quantity and quality & Working relationships between individuals from
both parties and the communications system undargnthis interaction. Furthermore, the study
showed that investments in hard assets were tghehtdegree associated with switching costs than
the soft investments. One explanation is that el lassets are easily recognised and assigned an
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economic value, while the soft assets are neidnagible nor amenable to financial valuation, and as
such not so obvious (Nielson, 1996).

In the former section, we saw that business relatigps arise through learning processes and that
learning is further accumulated through repeatéstaction. The connections between the actors and
the involved activities and resources arising fribmis may be more or less strong (Hakansson and
Snehota, 1995). According to Campbell (1985) higtl specific investments in a relationship result
in high switching costs. In a similar way, Hakanssmd Waluszewski, (2002) argue that the greater
the investments and the importance of one resouragelation to the other are, theavier the
resource interface will be. In other words, researbecomesemented into each other creating a
certain resource structure. Such a structure maycpuostraints on attempts to make changes
(Hakansson and Waluszewski, 2002). Furthermore ctimaections may reach beyond the single
relationship as the partners are connected to pmties and relationships. This embedded nature of
relationships implies that dissolving and switchswyppliers may be difficult as the consequences
propagate beyond the dyad.

According to the above, routines may act as a &mtccost. In addition, the features of routines ar
important in order to understand the substancerefadionship, and hence what can be transferred to
a new relationship. Feldman and Pentland (2003)eatigat there is apstensive and aperformative
dimension of organisational routines. The ostensgpect of a routine refers to the abstract,
generalised idea of the routine - the routine ingiple. The performative aspect of a routine refer
to the specific actions and enactment, by spetrificviduals, that constitute the routine - the et

in practice based on previous experiences. Feldarah Pentland (2003) relate the distinction
between these two aspects to the distinction betwd@owing that” and “knowing how”.
Acknowledging both the ostensive and the perfoveataspects of routines increases the
understanding of the role of routines in a businedationship. It underlines the difficulties in
identifying what a relationship actually consistsgiven that much of a routine is tacit and inblsj

and embedded in the interaction between peopleri@darand Bygballe, 2006). This may result in
an underestimation of the importance of the retesiigp and the connections that make the
relationship work. This is in line with Nielson @®) finding that hard asset investments are
perceived as more important than the social onesnwtompanies consider switching costs.
Furthermore, this also implies that when transfgrrknowledge in terms of routines from one
relationship to another, consideration should bderta both the ostensive and performative aspects.

In this paper we are interested in exploring switghprocesses and the costs involved. The basic
assumption is that this understanding may be famlil by a deeper understanding of the learning
processes underpinning relationship developmenthdnfollowing sections a case is presented and
discussed illustrating the challenges faced bys#ridutor of products and services to the marine
industry when switching from one supplier to anothigased on the discussion above, the case is
centred on identifying the connections between ractactivities and resources in the involved
relationships, the strength and stability of thesenections in terms of adaptations and routined, a
how they develop, i.e. the learning processes el

3. METHODOLOGY

This paper is based on a case study of a buyingoaoymin the international marine industry
(hereafter referred to as WWD for the sake of anaty) and its efforts in switching one of its most
important suppliers, in terms of duration, money aolumes, for a new one in the Far East. The
particular case has been chosen because it ilestreery well the challenges in switching
counterparts in industrial settings and the castslved due to connections developed over years of
interaction and learning.
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A single qualitative case study design was choseocalise such studies allow for in-depth
investigations and rich descriptions of a problenpleenomenon (Dubois and Gadde, 2002). Case
studies in general are appropriate for studyingermporary empirical phenomena in their context
(Yin, 1994). In addition, they are suitable for gting relational phenomena as they allow for
grasping the dynamics and complexity of such pheamar{Dubois and Araujo, 2004). This fits well
with the main purpose of this paper. The case seth@n findings from a larger research project on
relationships and learning using WWD and four sfstipplier relationships as an empirical basis. In
this case a more in-depth investigation of twohefse relationships is presented.

The study has been long-term and process-orientdteisense that it has been real-time, theory-led
and contextual (Pettigrew, 1997). Data was coltkbietween 2003 and 2006 and this particular case
is based on thirty interviews, observation in sip@ier meetings and analysis of different document
including meeting memos, strategic documents, st@hdperating procedures, etc. The interviews,
lasting on average two hours, were conducted wothmercial managers, technicians and product
managers, in addition to operational staff fromhb@WD and the supplier being replaced. The
interviews were focused on questions about the emnep and the relationships in order to identify
the connections between the parties and how thedeléveloped. The triangulation of methods was
used to check the consistency of the data and ibated to ensure the quality of the study
(Eisenhardt, 1989). Furthermore, in order to enseiiability of the study a database was developed
including transcriptions of each interview and tlteeument analysis (Ellram, 1996). In addition, the
evolving case description was returned to represeet of the companies for comments.

Finally, the case analysis relied on an abductiesearch logic, meaning that theoretical and
empirical insights were intertwined and informeddach other (Dubois and Gadde, 2002). Instead
of presenting the case study independently of tiadyais the abductive research logic is followed
with the theoretical basis and analysis intertwingtth the presentation of the case.

4. THE CASE STUDY

4.1. Background

In May 2004, WWD signed a three years contract &itbhinese producer of gas welding products.
WWD'’s supplier base had traditionally been located&urope and this contract was its first large
agreement with an Asian supplier. One of the maiveds was a new sourcing strategy at WWD
implying buying from low cost countries. There wssvere reluctance from product-technical and
sales staff within WWD to this new strategy, howeVesian products were perceived as of inferior
guality. In addition, WWD’s logistics were struokar around an international distribution centre
(IDC) in Rotterdam that served customers in Eurapd WWD’s world-wide network of hubs
serving ships and ship yards around the world. Byiyrom Asia would interrupt this existing
distribution system. Finally, the reluctance wasoatlue to the relationship with WWD’s existing
supplier of these products. Substantial parts @tdital product range bought from this supplierever
now taken away. This represented a major distudbahevhat was considered by many WWD staff
members as one of the company’s most long-ternstaide supplier relationships.

4.2. The existing supplier relationship

The relationship between WWD and the existing seppif gas welding products had lasted for over
20 years. It was considered as a “family relatiguistsince the two companies’ origins could be
traced back to the same company. The identitigheofwo companies were highly related and they
were both well-known high-quality suppliers in tieelding business. The two companies were
located in neighbouring countries and had relagiv@milar cultures, both with regard to the
individuals and the company profiles. Personal timighips were established on commercial,
technical and operational level, despite some peeddurnover throughout the years. Given that the
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two parties knew each other very well, their ideesi closely related and their cultures quite samil
strong actor bonds were in place.

In addition to these bonds, links between the dbfie activities were tight, and reached beyond the
focal relationship to involve the supplier's suppdi and WWD’s customers. Ordering, production,
delivery, payment, etc were coordinated and adaptext years of interaction to ensure efficient
flows of information, goods and money. AccordingWOND, the relationship had developed to
become standard and transaction oriented duringlasie decade. The focus was primarily on
maintaining the routines that had been establisbedhe various activities. These routines were
mainly adapted in terms of scheduling. The suppt@nsidered the relationship with WWD as
simultaneously standard and unique. Since WWD segbgb operating ships accurate deliveries
were crucial. Furthermore, any quality deficienci@suld require tremendous reverse logistics
operations. As a result, WWD demanded more accuglieeries and higher quality compared to
other customers. This had implications for the #epp production and quality control, in addition
to the deliveries. This further impacted upon tappdier’'s two sub-suppliers producing many of the
components supplied and the logistics service pgewransporting the goods.

The relationship involved the use and combinatibdiféerent physical and organisational resources.
For example, the two parties had developed martheproducts together in the early years, using
their specific knowledge to provide products sd#ato the marine industry. Even if most of the
components were similar to the supplier’'s othetausrs, they were put together in specific ways in
order to fulfil the needs of WWD’s marine customdrsese products were much more vulnerable to
moisture than similar gas welding products suppleedther customers. In addition to the products,
the different organisational units handling theatieinship were also tightly adapted to each other i
order to perform the different activities efficigntFor example WWD staff at the IDC in Rotterdam
had a strong interface with their counterparthatdupplier company, handling orders and deliveries
and solving problems when necessary. The staff reesrdt the two units communicated on a day-
to-day basis and were very knowledgeable about etiwr and the specificities of the relationship.
In addition to communication on the operationalelevthe parties had regular meetings on the
commercial level, i.e. between WWD'’s purchasing ager and the sales manager at the supplier
company.

Until 2002, the relationship between WWD and thepder was considered “business as usual”.
However, when WWD started to evaluate suppliersfggmance systematically in 2002, it appeared
that the supplier was not as good as expectedné&eased focus on the relationship followed, aimed
at improving the relationship. These efforts reacheyond the focal relationship. The supplier had
to change the delivery routine with the sub-supplend they also hired of a new logistics service
provider being more reliant than the former. Despitprovements, however, WWD decided to start
searching for an alternative supplier in the FastbBa 2004. It was clear that the problems had
affected the relationship negatively, and there Mas trust. WWD felt that the supplier had nodpai
enough attention to them and hence not committéetismtly. The supplier felt that WWD blamed
all the problems on them, despite the fact thatesafthe problems were a result of inefficient
reception at the IDC in Rotterdam. In other worth® actor bonds between the two parties had
weakened.

4.3. Substituting relationship connections

Following an intensive search period, WWD signembitract with a Chinese producer in May 2004,
and told the existing supplier about the forthcagnéwitch. The supplier had expected this to come
since WWD had been open about its search for amaltive, and they now started to prepare for the
fade out. WWD followed its standard procedures dwitching and implementing new supplier
relationships that had been developed during eeprgome years earlier where key suppliers had
been challenged. A key issue was to facilitate actntransfer to the new supplier relationship in
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order to avoid running out of stock. Staff from WWIsited China regularly to establish the
relationship. This was both because establishingopal relationships were considered to be of
severe importance in the Chinese context and tersafe that the supplier followed the agreements.
Despite the efforts in creating strong actor bormsyever, it soon turned out that WWD and the
Chinese supplier had rather different views of dobusiness. In addition two actors did not
communicate very well. For example, one of WWD esentative got into a heavy discussion with
the president of the supplier in a meeting withesalvothers. The president ‘lost face’ in fronthid
managers and denied to have any more contact w#MWWD representative.

Along with solving the communication problems, fheties spent much time in establishing proper
resources and also using these to make the redaipmwork. The products were similar to the ones
bought from the former supplier and WWD expected feoblems as the Chinese had a modern
production facility. In addition, the routines wasensidered to be standard, only requiring differen
scheduling. It soon turned out, however, that theeze substantial differences from the former
relationship. Firstly, the Chinese had little knedgde about developing products and WWD had to
teach them. This was a challenge because the pgeodad been developed in close interaction with
the former supplier. WWD now had to be the teac8econdly, there was still much manual work at
the Chinese factory and WWD discovered that theseewo proper quality control systems in place.
WWD required that the supplier invested in suchesys. In addition, a new quality control routine
was established at the IDC in Rotterdam to coritrelproducts from China. Another problem was
that the Chinese supplier was reluctant to inuest fest facility necessary for some of the prasluct
and WWD had to go many rounds to persuade the iruppldo so. WWD was still a small customer
to the supplier and not much prioritised.

Two weeks before the first shipment, WWD was tdidttthe shipment would be several weeks
delayed. The time schedule for both stop buyingftbe existing supplier and the first shipment out
of Rotterdam had to be postponed. In order to preweore problems both lead times and the
ordering schedule were increased to become motstieaA readjustments of the activity links
were necessary. The problem was that the existipglier had reduced the stock levels and prepared
for fading out these products. WWD now had to dst to re-establish the production and the
delivery routines. The supplier was willing to dostbecause of the long-standing relationship with
WWD and because they were still supplying some yectsdfor medical use on board cruise ships
that WWD did not dare to buy from China.

After one year of intense working the relationsiigh the Chinese supplier was eventually running
satisfactory. There were still problems, but thesze solved on a continuous basis. WWD staff
recognised that the relationship would need contisusurveillance in the first years. Another issue
was that because of new safety regulations on sirttee products in 2005 WWD had to postpone
buying these products from China. Instead theyredtento new product development discussions
with the former supplier. One of the procuremennaggers admitted that they had underestimated
the value of the existing relationship and the woflswitching the suppliers. It was also clear that
the standard operating procedures for switchingléens and establishing new supplier relationships
that had been developed a few years earlier werappropriate in this new context, involving both
cultural and geographical distance. There were xawtemeasurements of the overall costs of the
switching process. Nevertheless, it was a commaoepdon among the purchasing staff at WWD
that it was worth the time spent due to the mugkelgpurchasing prices in the new relationship.

5. SUMMARY OF ANALYSIS

The case illustrates the considerations that meish&de when switching supplier relationships. The
switch in this case involved the dissolution ofstixig connections in the relationship between WWD
and the former supplier and the establishment of or@es with the Chinese supplier. Throughout 20
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years of interaction, WWD and the former suppliad lestablished extensive actor bonds. Personal
relationships were in place and the two companreswkeach other very well. In addition, the two
companies had established a certain way of usidgcambining their involved resources, which had
turned into routines. A relatively stable and snhoekxchange process was in place (despite some
problems in recent years) enabled by the variousimes. Much time had been used to create
stability and to exploit the existing resource camabions. From a learning perspective we may say
that the existing relationship was built on a knedge base that had developed over years of
interaction.

When WWD decided to switch the supplier for a newe,dhe establishment of the new relationship
entailed an extensive learning process. Similankedge to that in the former relationship had to be
built up over again in the new relationship, howewavolving a different partner with a unique set
of resources. The case reports of these effortd) tmnen it concerns the handling of the new
relationship and the switch itself. Given that thew supplier came from a different culture an
extensive learning investment was required in otdesreate an understanding between the parties.
The communication problems illustrate this quitellw&urthermore, even if the routines for
ordering, delivery and quality control were viewad standard, one year of coordination and
adjustments were needed to make the operations satigfactory. It was also a perceived need to
make adjustment to and to monitor this relationginpa continuous basis. This means that despite
WWD expecting this relationship to be relativelyarsdard, continuous learning processes were
needed to make it work.

The case further illustrates that WWD expectedaiodhe the new supplier and use the same routines
in this relationship as in the former one. Accogdio WWD the products and the routines were
standard and they did not expect the problemsabtatrred. However, even if the new routines for
ordering, delivery, payment and quality control gempparently similar to the existing ones,
adjustments were needed to make them work in theramtionship, building relationship-specific
versions of the routines and the resource comlingiti

6. CONCLUDING DISCUSSIONS AND IMPLICATIONS

In this paper, a case study has been presentestralling the efforts made by a buying company to
substitute one supplier relationship with anotfdre findings from the study reveal that a central
feature of switching suppliers relates to the lgaymnvestments made in an existing relationshigh an
the substitution of these investments in a newticglahip. In previous research, these investments
have been related to physical assets, organisapooeedures and employee training (e.g. Heide and
Weiss, 1995, Wathne, Biong and Heide, 2001) ortlrerowords, physical and soft assets (Nielson,
1996). The case in this paper confirms these vieslwswing how different commitments between
WWD and the former supplier act as switching cegien WWD initiated the switch of suppliers. In
addition, the study illustrates the learning prsess underpinning the establishment of these
commitments or actor bonds, activity links and teee ties to use IMP concepts (Hakansson and
Snehota 1995). The case shows that learning istd@dowards specific relationship partners. This
is in line with Hakansson and Snehota (1995) agytivat in any relationship there is a degree of
uniqueness since heterogeneous resources frompeaishare used and combined. WWD tried to
utilise knowledge gained in the relationship witte ttormer supplier in the new relationship, for
example knowledge about the products and variousines. However, this knowledge was not
easily transferred.

There are at least two important theoretical ingtians of the findings from this study. Firstlyeth
literature and research on relationship endingsamitching costs should take the learning aspect of
relationship development into consideration. Anotred related implication is that the possibilities
of generalising knowledge across relationships tedst nuanced. In mainstream literature on inter-
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organisational learning, an emphasis is put on koawledge gained and created with certain
relationship or alliance partners may be used acsigations and benefit the companies in general,
constituting a competitive advantage (e.g. Ham@&1iQarsson et al. 1998). In these perspectives
learning is primarily related to the developmenheiv products and technologies. This study, on the
other hand, underlines the relationship-speciffgeas of learning and that much of the knowledge
created in a relationship is embedded in routimesspecific resource combinations. This may be a
competitive advantage, not only because of po#ssisilof creating new products and technologies,
but because of the efficient processes involvedbuger-seller relationships this is particularly
relevant.

The findings in this study suggest that changingtienship partners implies that prior learning
investments need to Ihieansated in order to work in a new relationship. Translatis different from
transfer because it involves adaptations and ird&pons. The case shows that even standardised
routines and interfaces require extensive learnmgestments and adaptations to work across
different relationships.

An important aspect in this sense is to take thstiag routines into consideration and look at both
the ostensive and the performative aspect of thEeldhan and Pentland, 2003) in order to
understand their true nature and hence what carsdxtin a new relationship. The main implication
for management following from this finding is ankaowledgement of the relationship-specific
knowledge embedded in existing relationships. HKmswledge, which is embedded into routines
and certain resource interfaces, cannot simplydresterred across relationships. Instead of startin
from scratch or simply transferring existing knodde and routines when establishing a new
relationship, managers need to translate existmogvledge to fit with the new situation. In this way
benefits from prior investments may be utilisedtl®® same time as the uniqueness of a new
relationship is taken into account and allowing benefits to be gained. In addition, managers must
acknowledge the costs of soft investments. While W\purchasing managers were mainly
concerned about the purchasing prices, they adihtittébe underestimating the value of the existing
relationship. It was also a question of the actaslks of establishing the new relationship compared
to the benefits gained through reduced purchasiing$ The purchasers’ subjective opinions were
that it was well worth the time spent on establighthe new relationship. This finding is in linethvi
Nielson’s (1996) argument that as soft investmanésintangible it is difficult to appoint them an
economic value (Nelson, 1996).

There are several interesting avenues for furtessarch following from the study in this paper. Two
are emphasised here. First, future research mdporale further on the translation mechanism,
examining more in-depth the translation processnfrone supplier relationship to another. In
previous research, translation has been relatetyamisational change (e.g. Czarniawska and Sévon,
1996) and to the link between intra- and inter-argational learning (Holmqvist, 2004), but not in
relation to switching suppliers. Second, certaipdiieses focusing on the use and adaptations of
existing knowledge in switching processes could degived from this study and tested in a
quantitative study across different examples otavimg episodes.
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