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Abstract
Interaction within relationships is central to tteetoric of the IMP tradition. Yet the empirical
observation which led to the well-known Interactdodel (Hakansson 1982) - that companies have
long term, stable relationships - is hardly newor®recent work has called for a re-examination of
the interaction approach in light of changed bussneonditions (Leek et al 2003; Ford 1998; Valla
and Salle 1997) and indeed the trend in generahéss marketing literature and within IMP is to
investigate the dynamics of relationships and néte&/(Narayandas and Rangan 2004; Johnston et al
2006; Schurr 2007; Geersbro and Ritter 2007). dmms$ of relationship dynamics, the few
conceptual studies available centre upon investigaypes of interaction episodes and their link to
relationship development (Schurr 2007), e.g. thhootapping and analysing patterns of episodes
(Schurr et al 2008), and by investigating individaation in relationship development processes
(Mainela and Tahtinen 2007), while empirical wodntres upon relationship dissolution and to a
lesser extent, the initiation of relationships (fiiaén 2002).

In this paper we investigate how two firms try arganise their relationship interaction
processes by introducing and stabilising a new fofmnteraction over multiple episodes. We
follow the interactions at multiple levels of thgadl, along with the factors/conditions that support
and constrain the focal firms in their efforts. eTbase study underpinning the paper is based on
multiple, sequential episodes within the ongoingtrenshipbetween a product-developer Scranton
and sub-contractor JP within the Scandinavian Eeats Industry. The empirical data was
collected between August 2002 and February 20a6arform of 72 interviews, observations of 17

meetings and secondary data. We first considecahnéitions that resulted in the firms becoming
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dissatisfied with their current form of interactionthe ongoing relationship. A relationship patje
group was established in order to discuss and nesitgew form of interaction. Simultaneously, the
two companies continued their regular patternsxohange. Both took place across a time period of
four years.

It was an ongoing struggle to stabilise a changéh@éinteraction form, not least because
multiple parts of the relationship would be affectélhere was substantial inconsistency between the
ongoing relationship and the changes the relatipn®ioject group was attempting. Features such as
‘forum for negotiation and information sharing wittorporate management’ supported the focal
firms in their efforts, while constrains includedncompatibility of current relationship
infrastructure’. Overall, the main way in whichethew form was stabilised was to formalise this
into a series of roles and procedures near thettiek lifespan of the relationship project group.
sum, in this paper we aim to contribute to the gngwliterature in business marketing and IMP

regarding the dynamics of relationships.

1.0 Introduction
Interaction is the central concept within the IMPpeoach, and relationships the main unit of
analysis. The seminal works reported in Hakan{4®82) observed that business organisations
have stable, long term relationships. Understanpdatationship development requires examining
both individual episodes and series of episodesilsameously (Ford 1980). Information exchange
and inter-personal communication result in speafatact patterns in a relationship that are multi-
layered, and can be both formal and informal inureat(Cunningham and Homse 1986). The
empirical observation that business organisatioasehstable relationships underpinned by
interaction processes has both endured and yeé aame time is underdeveloped. It is easy to take
for granted the empirical ‘fact’ that businessesehaelationships yet understand little about the
dynamics of the interaction processes within thdsethis paper we will discuss how two firms in a
long term relationship attempt to re-organise tleeirent interaction processes by introducing and
stabilising a new form of interaction over multigpisodes.

One current trend in the general business markétargture and within IMP is to investigate
the dynamics of relationships and networks (Nardganand Rangan 2004; Johnston et al 2006;
Geersbro and Ritter 2007). In terms of relatiopstiynamics, the few studies available either
conceptualise types of interaction episodes anid lihk& to relationship development (Schurr 2007;
Schurr et al 2008), prioritise individual action nelationship development processes (Mainela and
Tahtinen 2007), discuss time and interaction egsqiedlin 2004) and re-consider the somewhat
blunt distinction between episode and relationdtypproviding a more fine grained analyses of
interaction levels within a relationship (Holmlua@04). The available empirical work has mainly
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centred upon the two ends of the business reldtiprisecycle model of Ford (1980), i.e. initiation
and dissolution. For example, a dynamic perspectm dissolving business relationships and
networks considers relationship dissolution asoggss (Tahtinen and Halinen-Kaila 1997).

An interesting topic for further research is howotfirms in an ongoing relationship might
deliberately re-organise their current interacfpoocesses. This would not necessarily have toyimpl
moving along any relationship life cycle stage, mdtead a wish to change the current form of
relationship interaction. This would allow an istigation of the dynamics within the interaction
process in a dyad over time. That is, managingiwithe relationship rather than the managing of
the relationship (Ford et al 2003; Ritter et al £0Blakansson and Ford 2002; Vagn Freytag and
Ritter 2005; Zolkeiweski 2007). In the case study reportedhis paper, the product-developer
Scranton and the sub-contractor JP were dissatigfith how their relationship was organised. In
order to collectively re-organise and change theiationship, the focal firms established a
relationship project. The two main concerns weredévelop a new division of responsibilities
between the firms and a new way to interact intjpnojects.

Over multiple, sequential episodes, the case shws the two firms struggled to change
their interaction processes despite having a oglaliip project group in place. There was substhnti
inconsistency between the ongoing relationship thedchanges the relationship project group was
attempting, not least because multiple parts ofrétationship would be affectedFor example,
shortly after the relationship project was estéldlds one important supplier to the dyad went
bankrupt. While it was Scranton which traditiogakelected these types of suppliers, the
counterparts had agreed in the relationship proggoup that the selection process should be
collective. As the case study shows, Scranton lednthe situation unilaterally. This example
illustrates how changing the ways of interactinghwi the dyad can be problematic to stabilise.
Hence, there are two related research questions &aldressed by this paper. These laove‘does a
dyad change the current interaction process/foamd‘how is this new interaction form stabilised?’

The paper proceeds as follows. In the next seatierprovide an overview of the relevant
literature. Afterwards, the case study is descdriged analysed simultaneously. The discussion of
the main findings of the paper highlights five feat that constrain and support the change in the
ways in which interaction processes were organisdd. sum, the paper is an example of actual

managerial actions in re-organising an importasiress relationship.

2.0 Interaction within dynamic businessreationships

The theme of dynamics in business relationshipsnig standing within IMP. The seminal works of
the IMP Group were strongly empirical in natured ammphasised the dynamics of business
relationships by investigating patterns of intei@cin relationships. The purpose of relationships
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as a means to activate and utilise resources afirosdoundaries (Ford, Hakansson and Johanson
1986). The interaction model is a representatidmoay companies interact in business relationships
(Hakansson 1982, see also Cunningham 1980; Hal@80;1Turnbull and Cunningham 1980,
Turnbull and Valla 1985).

Active inter-organisational exchanges occur invidiial episodes and are framed within an
ongoing interaction process. The types of exchangerporate products and services (technical),
information, financial and social, whereby theffissthe core of the interaction process (Hakansson
1982). Social exchange is arguably the primaryofaensuring that inter-firm industrial activities
are co-ordinated. It is through communications fivans discuss and confront their individual
concerns; it is where they discuss, negotiate aik problems. Hence the parties can increase
predictability by clarifying expectations of howaokaside expects the other to behave in the future
and factors such as trust, commitment, and mutighition is then the outcome of social exchange
(Hallen et al 1991).

Understanding relationship development requiresméxiag both individual episodes and
series of episodes simultaneously (Ford 1980)otter words, “each episode in turn is affected by
and affects the overall relationship” (Turnbulla¢t1996:4). Episodes executed over time interlock
the parties and bonds are created among the mendbetise interacting organisations as a
relationship evolves (Hakansson 1982). Short-texohanges result in adaptations in resources over
the longer term — investments - in order to suppareffective exchange process characterised by
trust and commitment (Brennan and Turnbull 199Burthermore, there are different departments
and levels involved in the different size of singléaptations (Hakansson 1982; Cunningham and
Turnbull 1982; Brennan and Turnbull 1999). In summglationships are organized patterns of
interaction and interdependence with their own srze” (Hakansson and Snehota 2000:38).

Processes of interaction in relationships are ésdignbased on relationship development
stages, adaptations and inter-personal conta@rpatt Ford (1980) discusses how the evolution of a
business relationship occurs across five phases g Dwyer et al 1987). Interaction in a
relationship over time influences and is influendeg features such as level of experience,
uncertainty reduction and commitment. He arguat‘tha company can emphasise commitment to
a relationship by the way it organises its contadgth its partner. This includes both the statfis o
personnel involved and the frequency of contaltitl( p346).

Co-ordination within a complex, important businesistionship can be assisted by putting in
place a relationship “manager” or “...someone dfigant status to co-ordinate all aspects of the
company’s relationships with major clients at thpemtional level...” Ipid, p348). This has also
been referred to as a ‘relationship promoter’ (Walind Gemunden 2000) and it can incorporate

relationship-specific management tasks (Ritter 19899ch as co-ordination activities. Internal



Abstract preview
boundary spanning by account managers and projaogagers in marketing is also vital for co-
ordination and communication (Moller and Rajala 999In other words, the internal structure of
roles and responsibilities has to match the evatudif the interaction pattern.

Information exchange and inter-personal commurooatesult in specific contact patterns
between the parties that are multi-layered, and lanboth formal and informal in nature
(Cunningham and Turnbull 1982; Hallen and Wieddmkeaul 1982; Cunningham and Homse
1986). In their six-part classification of the @slof personal contacts within inter-organisational
contact patterns, Cunningham and Turnbull (1982cuwls information exchange, assessment,
negotiation and adaptation, crisis insurance, sdoading, and ego enhancement. Furthermore, as
patterns of contacts evolve over time, distanceugkon between two parties occurs as the
complexity of a contact pattern increases (Cunrangland Homse 1986). In other words, patterns
of inter-organisational contacts between markeéind purchasing units can be related to stages of a
buyer-supplier relationship. Dimensions such &gudency, purpose, breadth and organisational
level were used to develop the seven-part taxonaimpgtterns of inter-organisational contacts.

Overall, while the empirical observation that comia have long term, stable relationships
is well known, the IMP 1 project conceptualised thgamisation of ongoing interaction processes.
This should be a useful starting point in termsthed present resurgence in the general business
marketing literature to investigate the dynamicsreahtionships and networks (Narayandas and
Rangan 2004) and in the call for a greater focusmpirically studying dynamics within IMP
(Hakansson and Snehota 2000; Halinen et al 199§n \Faeytag and Ritter 2005; Johnston et al
2006). Sections 2.1 and 2.2 below discuss the meaent conceptualisations of interaction episodes
and relationship development, and empirical accahthe dynamics of initiation and dissolution of

relationships.

2.1. Relationship dynamics one: Revisiting interaction episodes
Dynamics in relationships and networks has alwaenta feature of IMP research, at least to some
extent. For instance, network dynamics is a Idagding if understudied area (e.g. Lundgren 1992;
Hertz 1996; Harrison 1999; Vagn Freytag and R2@05; Ford and Redwood 2005; Johnston et al
2006). The recent resurgence can perhaps be liokaa increased empirical focus on (even a return
to) managingn networks and managingithin relationships. In terms of relationship dynamics,
research can be crudely divided into conceptuatudsions of types of interaction episodes and
empirical investigations of relationship initiatioand dissolution processes. The text below
considers the first point while section 2.2 outlinlee available empirical work.

Several studies conceptualise types of interactipisodes and their link to relationship
development and thereby dynamics (Schurr 2007; sbesrand Ritter 2007; Schurr et al 2008). By
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taking a starting point the relationship life cycteodels of Ford (1980) and Dwyer et al (1987),
episodes of various types become vehicles to amah@mv a relationship changes from one
relationship stage to another as relationship dycmare defined as “the change in state” (Geersbro
and Ritter 2007:2). For example, Schurr (2007 ws#ical interaction episodes as a way to discuss
episodes that significantly alter the developmehtadbusiness relationship, either positively or
negatively.

With a more specific focus on processes, it is edginat investigating relationship dynamics
necessitates a re-consideration of the somewhat 8istinction between episode and relationship by
providing a more fine-grained analysis of interatievels within a relationship (Holmlund 2004;
Medline 2004; Mainela and Tahtinen 2007). Thisoree way to update the categorisation of
relationship interaction, in particular when tinsetaken seriously and therefore ongoing interaction
processes, rather than stage models, are centhhéid 1998, cited in Medlin 2004). Based on a
large-scale empirical study, Holmlund (2004) pragsosa five-part categorisation of levels of
relationship interactions; (i) action (“single indlual exchange”), (i) episode, (i) sequence of
episodes, (iv) relationship and, (v) partner basetfolio.

Medlin (2004:188) distinguishes between elementsusiness interaction in episodes that are
present-oriented (e.g. co-ordinating actual agtiviinks) from those that are future-oriented
(planning the co-ordination of activities). Tha, i‘...because the dynamics of exchange and
adaptation, the two elements of business intenadtiohanson & Mattson, 1987), are necessarily
different in time; for economic exchange the obmfanteraction is in the present, while for adegti
interaction the focus is in the future'Therefore the quality of staff responsible for ddesng
future potential co-ordination possibilities andkimg changes to these — i.e. adaptive interactimn —
vital (Medlin 2004).

Indeed, both the lifecycle model-inspired and thgaing process dynamics studies have one
aspect in common; to re-focus around the rolesdividuals and teams in relationship interaction.
That is, “the Interaction and Network Approach tesiness relationships has always acknowledged
the individuals as a part of a business relatignshn spite of this, a large part of recent business
research emphasises the level of company actorglingla and Tahtinen 2007:2).  Studying
relationship dynamics requires the inclusion of tipié individuals involved in relationships at
multiple levels and functional areas (Holmlund 20G&ersbro and Ritter 2007). This team-based
view is more consistent with the seminal works thawking at a single connection between two
individual mangers (e.g. Ford, Hakansson and Jaman886). As Geersbro and Ritter (2007:6)
argue,“as more people are involved on either side oflthginess relationship complexity increases
and it is not simply a matter of reducing the intpoce of a single individual... People will have
different roles and responsibilities in their orgations which will influence the way they view a
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given relationship...to understand the relationshgpne&ed to understand the constellation of roles of
different people...”
Lastly, in terms of changing relationships overdjrthe interactions of individuals and teams
within relationships will be “...more or less in®stent with each other and over time” (Ford,
Hakansson and Johanson 1986:85). Inconsistenctakarplace across the levels of a relationship at

the same point in time. In this way, “...inconsigty captures the dynamic nature of interaction...”

2.2. Relationship dynamicstwo: Processes of initiation and ending

In maintaining the strong empirical tradition ofv@stigating managing in rather than managing
relationships, the most recent empirical work hastred upon the two ends of the business
relationship lifecycle model of Ford (1980), i.aitiation and dissolution (see also Schurr 2007;
Geersbro and Ritter 2007).

One major area of empirical investigation has beethe dynamics of relationship ending
and relationship recovery. A dynamic perspectinaissolving business relationships and networks
considers relationship dissolution as a procesahtifien and Halinen-Kaila (1997) and Tahtinen
(2002) proposed a model of the process of busimeisdissolution based on the work of Duck (1982)
and Ping and Dwyer (1992). The model has six iotemected stages, from intra-company to
network levels. Of course, any given dissolutisogess might not follow the stages in the order
suggested, use all the stages, use stages sinmtyeor return to previous stages (Tahtinen and
Halinen-Kaila 1997; Laine and Ahman 2000; Tahti2®02). Typically, a process is triggered by
managers responsible for a relationship becomisggatisfied with the performance of their business
partner (Doyle, Corstjens, and Michell 1980; Yoamgl Denize 1995).

Empirical studies of the dynamics involved in iafing relationships and networks are fewer
in number and generally the area has receivedalibsstion. This is presumably at least in part an
issue of research design, because it is more wliffior researchers to identify when a relationship
will start. Some exceptions in terms of the prgoekinitiating a business relationship are thoke o
Bygballe (2006) and for initiating a network, Haon and Waluszewski (2008). The latter authors
discuss how a firm can re-launch a product thraihghdevelopment of a user network. The paper
illustrates three main roles for the firm in deyehg a user network; creating lead users, orgagisin
directed applications development and facilitatiisgr-user interaction.

To the best knowledge of the authors there arestenmies of purposeful changes in ongoing
interaction patterns within established relatiopshas examples of relationship dynamics in action.
That is, how does a dyad change the current irtteraform and how is this stabilised. This would
involve managing within a relationship that is heit at the beginning nor the ending stage, or

moving from one relationship life cycle stage to#uer. In the case study reported below in section
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three, two organisations within a business relatigm deliberately set out to change how the
interaction processes were organised.

Managers decided to establish a relationship progroup with members from both
organisations in order to discuss a new form oéranttion. There was substantial inconsistency
between the ongoing relationship and the changegdlationship project group was attempting.
Over a number of sequential episodes, we descnbeaaalyse why the relationship project was
thought to be necessary, its form and remit, hoaitémpted to connect to the ongoing relationship,
and not least, how it attempted to alter the curneteraction pattern, which was broad and multi-
functional. The case illustrates the interaction®lved at multiple levels of the dyad, along with
the conditions that support and constrain the féoak in stabilising a new interaction form.

3.0 Empirical material

3.1 Research design

This paper is based on a single case study abdotirayear period in the business relationship
between Scranton and JP. The case study is aofypealitative research design that has been
deemed highly suitable for studies whereby theareber aims at investigating specific issues in
depth and detail (Easton, 1995; Patton, 2002). ddse study approach has also been the most
frequently used method in studies conducted withan IMP tradition (Easton 1995; Dubois and
Gadde 2002; Dubois and Araujo 2004, 2007). East®9%) argues that industrial network
researchers “have been driven to cases becausentiley sense of the phenomenon we have sought
to understand” (p. 385-6).

The case is of three sequential episode sequenites \the ongoing relationship. The
empirical data was collected between August 20@RFabruary 2006 in the form of 72 interviews,
observations of 17 meetings and secondary dataeeTjoint industrialisation projects that were
central to the interactions within the focal dyau ahese have been used in order to draw boundaries
around the multiple episodes within the case (sger€& 1). In order to analyse the data we have
developed a methodological tool by adapting Holrdlar{2004) categorisation of interaction levels
and the original 1982 framework. Figure 2 belownsaries the main way in which the case has

been written up.

Please insert Figures 1 and 2 about here

3.2. Casestudy background
The business relationship between Scranton anét#3 &tom 1995. In addition they are financially

very interdependent as Scranton is the largestliengp JP and vice versa. In 2002, Scranton

produced four products (SRR, Bella, Telius and Sefar JP at their facilities at Scranton Hisgy and
8
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Scranton Kongsberg.

The focal firms formed a relationship project grangOctober 2002. This project consisted
of a group of seven middle managers from each fifitme decision to establish a relationship project
was the result of discussions between August artdb@c 2002 regarding a perceived inability to
reduce production costs and improving co-ordinatidime Sourcing and Marketing departments at
Scranton, and the Logistics and purchasing depattate]P led these discussions. Various internal
restructuring programmes over the past few yeanddthto considerable consolidation of resources
and internal cost reduction but had not led to ampificant changes in co-ordination in joint
projects (see Figure 3 — No.1). Secondly, there paception of vast informal social bonds in place
that hindered effective communication and co-oriiiimaon a middle management and operational
level (Figure 3 — No. 2). Thirdly, they also agtdhat previous attempts by middle management to
propose initiatives and implement changes had lbesaoccessful because both firms had directed

actionsat each other rather than pursuing collective inkedi (see Figure 3 — No. 3).

Please insert Figure 3 about here

3.3. Caseand caseanalysis

3.3.1 Episode sequenceone

Episode 1.  Pre-Metallic situation interactions (Aogd Oct 2002)

The relationship project group was formally esttidd in early October 2002. Prior to that,

managers that would form the group held frequeatodues. These centred upon how Scranton
could become more involved in supplier and compbrsatection when the product was in its

development phase. Discussions were held betwsercdrporate managers from Scranton and
middle management from JP (i.e. development teafhe second process was between the
production team at Scranton and middle managementdgistics team) from JP. There was no co-

ordination between the two processes.

Episode 2: Solving the Metallic problem (mid Ocvi\2002)

The sole supplier of mechanical components to tBR $roject — called Metallic - was declared
bankrupt in mid-October 2002. The focal firms hadfind a replacement quickly in order to

maintain production. Managers from JP decideds&gemble an in-house group with individuals
within the SSR project which would be responsilbe $electing a new supplier. None were
members of the relationship project group. Whhe tecision group considered the Metallic
situation to be a collective problem, they concllideat it was not necessary for them to include
people from Scranton. Selecting customer-spesifippliers had been a responsibility they had
always controlled internally. The relationshipjet group did not have any formal meetings during

9
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this period.

Episode 3: Interaction after a new supplier wasstdd (Dec 2002)

The relationship project group met a month aftemesv supplier had been chosen. There was
confusion around why a unilateral supplier selectiwocess had taken place, despite their earlier
discussions on how such processes could becombeatis® matter. The project group members

from Scranton organised meetings with their dedatalP production teams and middle managers
from the sourcing and marketing departments. Atsdime time, the project group members from JP
met their development team and those involved endécision group (see Episode 2). When the
project group met in December all of these indigiduvere invited.

These interactions resulted in a renewed collectimderstanding regarding the role the
project group needed to play. Managers also |eldnogv the current financial systems and contracts
did not support changes in the type of role Scractuld undertake. Furthermore, the project group
concluded that they had not been effective in comoating the purpose of their forum. The result

was a decision to spend several months designindeahsupplier selection process.

Episode 4: Forming a new supplier selection proaeslin the dyad (Jan-Mar 2003)

In early January the project group initiate mudtl discussions with the objective to devise a
supplier selection process collectively. This &ded’ project group consisted of individuals from
the production teams at Scranton Hisgy and ScraKimmgsberg, the development team from
Scranton Arendal, and the development teams from réidio and technology departments. Two
types of meeting were initiated; in-house and thedkein the project group.

The purpose of the internal meetings was for imhligis in each firm to create consensus
around what were the relevant resources, how tbaskel best be organised, and what was an ideal
distribution of roles/responsibilities within theiatl regarding supplier selection. After evaluating
four main alternatives, the relationship projedugr chose one where Scranton would be responsible
for evaluating the mercantile conditions (includiegurcing, logistics and price) and JP would

handle be responsible for evaluating the techmaphbilities and quality conditions.

Episode 5: Collective reactions to outsourcing gléApr-May 2003)

In April, project group members from JP informee ththers that their corporate management had
decided to implement a major restructuring progr&nmSeveral business functions, such as
component engineering, were to be outsourced. ojporate management were considering two
potential candidates to purchase sourcing capabilitom in the future and Scranton was one of
them. However, some problems were perceived byorate management regarding how Scranton

10
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organised their technical and sourcing resourc&be relationship project group reacted to the
situation by initiating two separate processesctiye at their individual corporate managements.
For example, the representatives from JP engagddhliogues with their corporate management in
order to better understand their views, and howetkisting relationship with Scranton could be
adapted.

When the relationship project group met later irriAand during May JP’s representatives
put forward concrete demands they wanted Scramtaomply with. This was one of the reasons
why Scranton’s corporate management created apemdient firm called Scranton Sourcing. This
built on the idea that the new firm could functias a sourcing partner to Scranton’s internal design
and production firms as well as other external@ustrs such as JP. The new sourcing organisation
was then discussed internally within JP on thaaitive of the relationship project group members
from JP. The JP Managers also made sure thatéaes iconnected to the new supplier selection
process were communicated to their corporate mamage The discussions between the focal firms
that were managed through the relationship progrctup were amongst the central factors

convincing JP’s corporate management to choosentecr&ourcing as their new sourcing partner.

Comments

Episode 1 illustrates how the focal dyad suffemeenf un-coordinated communication between them
and the negative impact this had on their abibtyntake changes in the ongoing relationship. When
the Metallic-situation arose in episode 2 the refahip project group failed to respond to the
situation and remained passive. This showed hH®aptoject group did not assume an active role in
the ongoing interactions within the dyad. In edso4 the relationship project group were
systematically inviting persons from middle managatmand operational core to participate in the
search for an ideal supplier selection processs Extended the number of persons that were
involved the relationship project. The firms maedgo come to an agreement as to the ideal
concept for supplier selection that would be im@eated in the dyad. In episode 5, however, JP’s
corporate management had decided to perform a m@stvucturing programme. The situation
revealed how difficult it would be for the projegtoup to change and also stabilize a new form of
interaction without including corporate managemartheir efforts. Thus the sequence of episodes
incorporating episodes 1-5 allowed the relationgirigect group to learn first hand the importance
of interacting with all levels of the dyad.

Please insert Figure 4 about here
3.3.2 Episode sequence two

Episode 6:  Interaction prior to the SRR 2 situat{dan-Aug 2003)
The SRR project was reaching the end of its volpnoeluction phase in the autumn of 2003 and the

11
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focal firms were facing considerable revenue rddacas a consequence. The end of the SRR
contract did not come as a surprise as the reltiprproject group had since May organised several
meetings to discuss this. The JP Representathaged their views on future requirements. This in
turn triggered numerous meetings within Scrantolween June and August 2003. The Scranton
members used the relationship project meetingsnaspgortunity to share information on the

strategic decision options their corporate manageémere considering in regarding reducing their

production capacity. JP focused on rationalisimgjrtdesign and development process in order to
adapt to fewer large scale design projects. MedewdP were not prepared at this point to give

Scranton a definitive ‘yes’ that they would getuiitg SRR 2 production contracts.

Episode 7:  Collective reactions to the SRR 2 siuaiSep-Oct 2003)

JP informed Scranton via the relationship projeoup in early September 2003 that they were in

the process of searching for alternative sub-cotdra to produce SRR 2. The JP individuals

explained some of the factors that hindered Scrafiton being chosen, such as Scranton’s high cost
structure. The relationship project group held esalv meetings in September to discuss the
consequences, and responded by communicating adth fems’ corporate management in order to

understand current strategic thinking. The Scrammembers also set up meetings with their

corporate management in order to discuss the opeahtconsequences for joint projects with JP.

The Scranton members also organised in-house rgeetith middle management from departments

directly involved in the industrialisation process.

The relationship project group aimed to developlat®on that could be presented to both
firms’ corporate managements. JP’s corporate n&magt responded positively but insisted on cost
and project management changes for the productioteps in SRR 2 (when compared to SRR 1).
In addition, they wanted a new project plan for SRRom Scranton that described how resources
could be utilised in a more co-ordinated mannehatTs, detailed descriptions on how departments
and business functions were to interact, the spa@sources to be dedicated to the SRR 2 team and
how the specific industrialisation stages were édoganised and prioritised. The relationship
project group then discussed a new project stractbat would enable Scranton to fulfil these
demands. These interactions marked a signifidaamge in the focal relationship as the project plan
for the production phase traditionally had been ettgved unilaterally by JP’s Operations
department. JP responded by allowing Scrantoreteebponsible for the SRR 2 contract, with the
understanding that there needed to be changeg fordlduction set up that had been in place in the
SRR 1 project.

Episode 8:  Collective decisions and goal settinglie SRR 2 project (Nov-Dec 2003)

12
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The focus of project group meetings in November wadiscuss how to implement initiatives that
could reduce informal contact patterns, and impttreeproduction quality and delivery accuracy in
SRR 2. An agreement was reached to implement #egedeas relating to the operational core of
the relationship. The first termed a ‘single pahtontact principle’ involved explicitly statirfgow
each relevant department was to formally sharernmftion. This was believed to improve the
communication flows in general and reduce the mfdrcontact patterns in particular. The second
initiative was a ‘quality problem solving procedutieat should improve quality and control costs in
the production process. Thirdly, to implement & peocedure for monitoring component life cycles
and to enforce appropriate warning systems to eedie vast number of last-time-buy situations
(LTB) the firms had experienced in the original SpRRject.

These three initiatives were implemented from DedwemP?003 within the SRR 2 project.
This represented a significant change in the aaatiip as the project plan was the outcome of joint
planning and decision making. The Scranton membeansluded that the way the initiatives were
devised with input from ‘both sides of the tabletoyided a real chance to develop an

industrialisation process that was optimal fronelatfonship perspective.

Episode 9:  Collective evaluations of the resultthef SRR 2 proje¢Aug 2004
The SRR 2 project reached the volume productiogesita December 2003. The three key initiatives
were then implemented between January and June Zb@&lrelationship project group did not have
any formal meetings within this period. Two prdjésaders from the focal firms were collectively
responsible for the way the initiatives were impéerted in SRR 2. It was also their job to make sure
that relevant experience data was gathered and oomated to the relationship project group
afterwards.

In August the relationship project group met toleate the implementation of the single
point of contact principle. The feedback receifiemn the project leaders was that it had been a
struggle to implement the principle due to sigmifitchanges in the firms’ resource collectionsr Fo
example, internal restructuring within Scranton vesy sourcing was transformed from a
department to an independent firm had changed #yerasources were made available to the SRR
project. These changes were not included in thginad plans that the single point of contact
principle was based on. As a result there were tma&n constraining factors. First, several
individuals who had developed and used the plar8RR 1 were no longer were employed in the
focal firms. Secondly, the lack of written docurtseexplaining the procedures that were transferred
to the remaining personnel in SRR 2 also madédfitdit for those involved to understand how the
new procedure differed from the old one.

The relationship project group concluded in Augihstt the implementation process of the
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three initiatives had not been satisfactory. Timeeit was agreed that more radical changes were
needed in the way in which the project process mvasaged in order for costs to be significantly
reduced. To the relationship project group, theant ‘throwing away the old project plans’ that
described how responsibilities had to be distridusnd instead developing a new project plan that

was based on the type and amount of resourcesuhantly were available.

Comments

In episode 6 the relationship project group demoretrbw they treated their individual problems
and concerns as collective ones. When they leathmdScranton was not an automatic choice for
the SRR 2 contract in episode 7, the group resgbndiectively by initiating communications with
middle and corporate management on both sides ef dyad in parallel processes. Their
involvement allowed the firms’ corporate managerinfluence each other through the relationship
project group. Moreover, the project group waseaiol connect the unilateral problem solving
processes to the bilateral process that it wasedgtirying to manage. The three key initiativesrev

to change how to interact in SSR 2 were directethatoperational core. There was a mutual
understanding that changes in interaction could lagnificant effects on resolving major problem
areas within the ongoing relationship. Later, thkationship project group concluded that it had
failed to adapt the initiatives to the changesntermal resource collections. In addition, theugro
was not actively involved in the implementation ggss. This was first hand insight as to how
challenging it was be to stabilise new interaciwacesses when the resource basis those processes

are devised on are undergoing changes.

Please insert Figure 5 about here

3.3.3 Episode sequencethree
Episode 10: Collective reviewing of the resultshef relationship project (Oct 2004)
In the autumn of 2004 the relationship project grovanaged to convince JP’s corporate managers
to include Scranton as an equal partner in a prtadieselopment project called Bella 2. This marked
a radical change in the focal dyad as Scrantoritiwadlly was not included in the industrialisation
process until the end of the product developmeasgh

The relationship project group held two meeting©utober in order to review activities in
the two years since it was formally establishetie Thain concern was to evaluate to what extent the
firms had managed to achieve the overall objectiee,to confront the accepted ways of operating
within their business relationship’. There wasoabs perceived need to develop a collective
understanding of what would be focused on in tiieréu One main conclusion was that the project
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group needed to be more ‘hands-on’ and activelyigyaate in implementation. This would allow
the possibility to make modifications in plans wherforeseen developments occurred. Moreover,
the second year had revealed how open dialoguéscaiporate management was ‘the only’ way to
avoid situations where they enforced radical changpat would have significant effects on the
attempts of the project group.

The meetings resulted in a renewed interest ingihgrthe way the industrialisation process
was organised between the firms. The relationphgpect group was now recognised as an acting
entity and was under pressure to demonstrate sesultorder to satisfy the expectations of
shareholders and corporate management. The pageded to use the Bella 2 project as a pilot
project to test out several radical changes. Eweldpment phase in Bella2 would begin in January
2005 and was estimated to last 12 months.

The firms decided to create a Control Grofgr the Bella 2 project. This would replace the
function the relationship project group had in timgoing relationship. The individuals forming the
Control Group were from the two firms’ operatior@res, and two of the original relationship
project members were also included. The controlgrwould have the responsibility to supervise,
control and implement radical changes in the B2lfaroject. It would have a dual managerial and
operational role, with a particular emphasis onl#tier. The implication was that the control group
would be responsible for devising project plans disttibuting responsibilities. To achieve thiset
control group would have to interact with both cmgie management and the operational level.

Episode 11: Collective confronting of the indudtsation process (Nov 2004)

The control group met in November to discuss hova®on could be included in the development
phase of Bella 2. The group agreed that it wasapmadvantage that Scranton had participated in
the prototype building and testing in the origiBalla project. The result was a decision to dgvelo

a new division of responsibilities. First, the toh group developed a new business contract that
supported an increased involvement from Scrantomglihe development phase. Secondly, there
was the issue of how to organise and link the waridevelopment stages, departments and business
functions involved. The discussions and refleit@ading to the new project plan revealed how the

two firms approached these issues differently aatld consensus was necessary.

Episode 12: Developing objectives and key initegifor the Bella 2 project (Dec 2004)
The control group’s discussions centred on how whén each firm would be involved in the
industrialisation process. The result was an agee¢ to design a new ‘master’ project plan that

built on new goals, a new division of responsii@st and new information and reporting principles

% The control group were 7 people in total. The measili®m Scranton were production team (1), Scra®ourcing (2) and the design firm called
Scranton Billingstad (1). The members from JP viena radio (1), technology (1) and logistics (1pdements.

15



Abstract preview
describing the formal contact patterns at the cbfie stages. The control group utilised the
experience and insight of the two relationship @comembers during the discussions.

The focal firms also wanted to implement a new ggbjnanagement principle. The control
group concluded that the informal communicatiort thiadered projects such as SRR had also to
some extent had a negative impact on the Bellaclegr The group therefore examined the
outcomes of the single point of contact princiflattwas only partially implemented in SRR 2. The
control group made one significant modificationrégruit a new project leader that would represent
both firms in the Bella 2 project. This replacée need for each firm to have one project leader

each.

Episode 13: Evaluating the results of the Bella@gxct (February 2006)

The development phase in the Bella 2 project beégdanuary 2005 and was completed in February
2006, two months behind schedulélhe relationship project group did not have anymialr
meetings, although the control group met reguléwlynonitor and evaluate progress. The control
group was in close contact with the Bella 2 projeatler. The group’s operational role meant that
sometimes they would be directly involved by coaghthe various departments as to how specific
responsibilities and conditions in the businesdremhand master project plan had to be interpreted

The end of the Bella 2 project in February 2006 wasked with a meeting between some
members from the relationship project group andcihretrol group. The group discussed whether
their objectives had been met in relation to theeseobjectives formulated for Bella 2. Costs had
been reduced by 50 % compared to the Bella 1 fgrojHuese results vindicated how the ideas of the
relationship project group regarding a new distidiu of sourcing responsibilities (i.e. component
and supplier selection) during the development @ltasild reduce total production costs later in the
process.

Hence, the relationship project had allowed thengirto confront the accepted ways of
operating within the relationship in general (new distribution of responsibilities) and setting al
new sourcing process within the focal dyad in patér. The relationship project group was
dissolved after the meeting in February 2006. flimelamental conditions that the arrangement was
founded on had changed in the three and a halkysace it was initiated as several of the key
individuals within the group had left the focal argsations.

Lastly, the control group also registered thatwlag the focal firms had interacted within the
Bella 2 project had impacted other relationshipgd projects connected to the firms. The control
group was informed that corporate management haglved several complaints from other project
leaders that their products were not given sufficettention. This led to the conclusion that ¢her

were insufficient resources at specific industsiatiion stages.
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Comments

In episode 10 the relationship project group lookadk at what they had accomplished in the two
years since the arrangement was established. @&bamation led to the decision to initiate the enor
hands-on control group. This was specificallywgeffor Bella 2, which in essence became a way to
test out the new project master plan. A new ptojaanager for Bella 2 was recruited as an
individual to represent the relationship. The aa#ibns in episode 13 revealed how the Bella 2
project had been a success in the sense that tliesphad managed to stabilise a new form of
interaction that had produced cost benefits. H@wmesuccess in this one dyad had constrained the
interaction in other projects/relationships duedsource interdependencies. This demonstrates how
difficult it can be to stabilise changed interantfgrocesses within a single dyad without constngini

other relationships.

Please insert Figure 6 about here

4.0 Discussion and conclusion
The case above describes how managers within thditmws re-organised and eventually stabilised
their interaction processes over a series of epsodt shows how the relationship project groug wa
a formal mechanism for attempting and making rddibanges in interaction processes within the
relationship, thereby changing the relationshipaasesult. This was a significant indicator of
commitment to the relationship on both sides bezdusas a way to indicate a willingness to adapt
(Ford 1980; Brennan and Turnbull 1999) and as aipeforum for discussing changing co-
ordination and communication patterns within thé&trenship, or adaptive interaction (Medlin
2004). It was a way in which to purposefully changteraction patterns as a result of a need for
alterations in the division of responsibilities ates within the relationship.

Over several sequences of episodes the managehsn wiglationship project group
deliberately attempted to steer the direction ef idlationship. After initially being rather passi
the project group became gradually more resporeiek/or a change initiator. Indeed, the group
effectively mobilised within the relationship in ispde three and halted potential relationship
dissolution. The effects were even more pronounagda control group was initiated and a
relationship project manager appointed. By thisage sequence, a readiness for change had
already been built.

It is self evident that the purposeful attemptset@mrganise interaction took time. This is not
least because the formal mechanism of the projemipghad to both assume a role within the
ongoing existing relationship and connect to emgstinteraction processes. In fact, the deliberate
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attempts to change the interaction form can beeat¢o be stabilised gmirposefulonly towards the
end of the project group’s duration. Moreover, thasting extensive contact patterns in place
resulted in the ongoing relationship being difftcid change at multiple levels of interaction. ath
is, there were various conditions within the cdsat tenabled and constrained the focal firms in

stabilising a new interaction form.

Features enabling stabilising a new interactionnfior

The conditions that enabled embedding the relatipngroject and the possibility for changes within
the relationship can be summarised under the faligWive headings: (iCreatingcritical relational
processes for focusing interactiofii) a multi-layered group builds new contact patteriis)
creation of new roles (iv) forum for negotiation and information sharing wittorporate
managemeni@and (v) an evaluation function allows for a more active rol€he first positive
condition, treating critical relational processes for focusimgeraction’ refers to activating events
that are initially treated as unimportant from katienal perspective (such as the selection ofva ne
supplier in episode 3) into the need for desigrenghmon processes. This is a way in which to
direct efforts to change interaction.

Secondly, & multi-layered group builds new contact pattermsfers to the systematic
creation of the extended relationship project gr(egsode 4 onwards). The relationship project —
and hence the formal attempts to change the rekitip — became more embedded into the ongoing
relationship through these new communication chignn€he project group increased involvement
in discussions of future adaptations by initiatiawgd directing multi-level forums (what Medlin
(2004) calls adaptive interaction). Furthermofge treation of the control group builds new
connections in terms of purposeful interactionh® dperational core of the relationship. This was
way to emphasize the need for change by buildimgnections within and across the firms (Ford
1980).

Following on from this, thecreation of new rolesis an important way in which to both
embed the relationship project group and to stbithe new interaction form. This is not least
because the relationship project group was a teanpanechanism. The remit of the relationship
project is embedded within the relationship viangeformalised into roles and responsibilities for
particular individuals and a new control group. eTlatter was designed to have a dual role and
contact patterns with both the corporate managenasult operational levels of the business
relationship. The project master plan devisedh®ycontrol group (episode 12) designed a set of
formal contact patterns at each industrialisatiomcess stage. This change was supported by the
recruitment of a joint project leader in order épresent both firms as a shared managerial resource
The joint project leader would facilitate co-ordiiea within the relationship (what Ford (1980)
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refers to as a relationship manager and WalteiGarmdunden (2000) a relationship promoter.

The fourth condition is that ofdrum for negotiation and information sharing witbrporate
management’ Significant changes were possible in the relatignsis a result of the new way in
which the corporate managements from the two compacould influence and be influenced
through and via the relationship project group.r &mample, the group is used as a forum whereby
information can be shared on the strategic decisomtions being considered internally.
Furthermore, it also facilitates negotiations witle respective corporate managements to avoid the
dissolution of the relationship.

The final enabling condition is thaan evaluation function allows for a more activeeol
Evaluating the results achieved by the group -hiogv accepted ways of operating had changed — led
to a collective understanding of what to focus onthe future (direct attention to adaptive
interaction) and a decision by the group to be mioaads on’. This is partly to direct initiatives,
make more radical changes to project plans andiohbtalearer understanding of the respective
firms’ resource collections (see episode 9).

Features constraining stabilising a new interactfionm

There were various features that constrained thialising of the new interaction form. These can
be summarised as: @ngoing dominance of ‘business as usual’ contattepas (ii) critical events
only perceived in retrospediji) incompatibility of current relationship infrastruate, (iv) isolation

of the formal mechanisand(v) vast, informal social bonds hinder effective comication and co-
ordination One central feature was tl@going dominance of business as usual’ contadep#’.
One example is the use of in-house decision grthgisare disconnected to the relationship project.
The project group has to work hard in order to wbtonvergence between ongoing relationship
exchange interaction and its plans for how theiggghould interact. That is, inconsistency cée ta
place across the levels of a relationship at timeespoint in time (Hakansson, Ford and Johanson
1986).

Secondly, in some instancesitical events were only perceived in retrospedtor example,
the relationship project group remained passiverman&ey supplier was bankrupt (in episode 2). In
retrospect the project group could have been morelved. Therefore the issues around unilateral
action rather than interaction in the relationspimor to the establishment of the project group
continue in the early episodes.

A third feature that hindered changes initiated dmdcted by the relationship project group
was the‘incompatibility of current relationship infrastriigre’, such as existing financial systems
and contracts. In later episode sequences (ssedepl?2), the control group changed the content of
project contracts in order to facilitate changedesoin the different industrialisation phases.
Furthermore, in the last episode sequence a newtémaroject plan’ is devised by the control
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group, which re-allocates responsibilities withie relationship.

Fourthly, in particular within the first two seques of episodes, there wasolation of the
formal mechanism’. That is, poor communication relating to the purpese progress of the
relationship project made it an isolated and unkmgivenomenon within the ongoing dyad. Within
the early episodes, there were insufficient conaestto the existing ongoing relationship. This at
least in part explains why the project group istigely passive initially. Lastly, the existencké o
‘vast, informal social bonds hinder effective comication and co-ordination’poth in terms of the
middle management and operational levels. In suchxtensive business relationship, the existing
contact patterns are multi-layered, informal andmfa (Cunningham and Turnbull 1982;
Cunningham and Homse 1986). In episode sequencethm@e new interaction principles were
designed by the relationship project group as vwaysduce informal contact patterns.

Overall, this paper contributes to the ongoing tebaabout the dynamics of business
relationships in several ways. It is an exampleactual managerial actions in re-organising an
important relationship. As such, it is empiricabnk about relationship dynamics that is not at the
relationship initiation or the relationship dissidn “ends” of the spectrum. We make no claims in
terms of episode types or changing relationshigestdnstead, the paper is about purposeful changes
in ongoing interaction patterns within an estalddirelationship as an example of relationship
dynamics in interaction. It highlights the rolesy®d by multiple groups or teams within the two
organisations in relationship interaction and hawd avhy such a micro-focus is necessary for
understanding relationship dynamics. Stabilisingeav interaction form takes time and requires
experimentation (Hakansson and Snehota 2000:44) #vemanagers in the companies involved

interact in a purposeful way.
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