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Abstract

Connectedness is considered as the essential wéstc of a business relationship. We
assume that personal matching is one of the basiors of fruitful cooperation that's why the
purpose of this paper is to show the findings dfeotresearchers in the field of relationship
management then empirically investigate matchinguisiness relationships.

Although matching was included as part of strudtditain the initial interaction model
(Hakansson, 1982) it has been relatively negleaedn aspect of business relationship research
(Mandjak, Zolkiewski and Piricz, 2007). The inteian of personnel in a business relationship is
often of critical importance, yet is often only swtered in the of context faltering relationships
(Halinen and Tahtinen, 2002). The process of niagchs part of interaction is also rarely explicitl
considered, perhaps because of the difficult natfirenravelling the human face of relationships.
Although the importance of social bonds (Turnbuld aVilson, 1989) is widely accepted and the
discussion of social capital in a business-to-lessirelationship context is becoming more and more
extensive (Walker, Kogut and Shan, 1997), empirtat is lacking. Witkowski and Thibodeau
(1999) note the importance of inter-personal refeghips in international entrepreneurial
development, but they too note that investigatibsuch relationships is often neglected.

Data from a comparative set of international int@mg (undertaken in SME-s in Hungary) is
used to illustrate the process and role of matchirtgusiness relationships and to further devehep t
framework proposed in. Perceptions, mental modsts)se making and value were used to
conceptualise the matching between two organisaifptandjak, Zolkiewski and Piricz, 2007). This
paper empirically investigates matching in businesstionships among SME-s through qualitative
research. Interviews focus on the four basic coiscapd the interrelationship among them. We
asked leaders and managers of small and medium si#erprises to explain how they value their
activities and their competitive advantages, whay tthink of their business relationships and how
they decide on setting up or sustaining a busingssionship. The first experiences confirm again
the importance of personal contact in businesgioahips but this significance should not be

overemphasized.
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1 Introduction

According to Hakansson and Snehota “A relationsisipmutually oriented interaction
between two reciprocally committed parties.” (Hason and Snehota 1995:39) It means that, in
general relationships usually include free choiod ane or more common interests in short and/or
long term.

In practice business relationships make an inte&cbnnection between two organizations,
in other words between two groups of involved peophis means that business relationships are the
main forms of connectedness in the business woAtth regards to IMP literature this
connectedness can be characterised by three donenshis is the so called ARA model (Activity
links — Resources ties — Actor bonds). Activitykbrfocus on the way in which the various activities
performed by two firms in the relationship are aboated and adapted to each other. Resource ties
include the way in which tangible and intangiblea@rces supporting the activities of two firms in a
relationship become oriented toward and integratiéld each other. Finally actor bonds refer to the
way in which the parties involved in a relationspigrceive and identify with each other (Hakansson
and Snehota, 1995). In order to understand cormheess it is possible to look at how the
‘connected’ dimensions match each other. Matchiag wmcluded with respect to the structural fit
between the interacting parties in the interactloemes section of the Hakansson (1982) book.
These early IMP researchers also cite Mattsson5)1@ho identified the importance of how well
two parties fit together.

This paper shows the findings of other researcakasit the nature of business relationships
from the aspect of personal contact and then a hoddeatching is developed. This model is based
on Hakansson's interaction model and integratesitht four further concepts: perceptions, mental
models, sense making and value. (Hakansson 1982)fildt results of a exploratory empirical
research are presented; owners and leaders of anthlinedium sized enterprises explain how they
value their activities and their competitive adeaygs, what they think of their business relatigoshi

and how they decide on setting up or sustainingsinless relationship.

2 Personal Contact and Business Relationship

“A customer’s supplier relationship will vary suéstially in the level of activity links,
resource ties and interaction between the indilgdu&ome relationships are characterized by
extensive interpersonal contacts, some by joinebgment of offerings. Some suppliers are kept at
arm’s length with minimal interaction. Some worledp to the customer’s specification.” (Ford —

Gadde - Hakansson - Snehota 2006:101.) It seemghbaole of personal contacts in business
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relationship is clearly effected by the branch loé £conomy, the market situation, written and
unwritten norms of the field and region, the natofr@roduct or service, purpose and attitude af th
concrete connection.

In Kotler’s view (1992.) the relationship has admter meaning: the connection between the
organization and its stakeholders. Sheth (200@3trated the relationship with sellers, supplesns
strategic partners as the frame of value-creatnch identified the marketing to value exchanges.
But “on the different level of business connectioasmore concretely exchange episodes,
relationship level and network level — differentluea elements play essential roles.” (Mandjak
2004:58)

Hausman (2000) researched the strength of agesdtip and found that the following factors
has an impact: what efforts the business partnadseno maintain the relationship (commitment),
how much they believe the other’s reliability amtegrity (trust), and, finally if they are convirtte
this connection is essential for the success oir theyanisation (connection). This connection
assumes reciprocity, solidarity and flexibility aell. (Little and Marandi 2003) Ford et al (2006)
also found partly the same tasks during managimgistomer relationship, such as learning and
teaching, investing, adapting, committing and tngst managing distance, interdependence and
power, furthermore managing conflict, communicatowl interaction.

Turnbull and Cunningham (1981) point out that femgtures of relationships are: liking, trust,
understanding and co-operation, personal relatipesdnd language barriers were brought into the
discourse about business-to-business relationships.showed the importance of social integration
and the development of social bonds in businesgioakhips, suggesting that without this personal
contact exchange may not take place (Cunninghanidantse, 1984).

Jorgensen and Freytag found that: “For the examtypd of companies’ — small and
medium-sized industrial companies — customer aaatiip is the most important parameter for

success and they are very aware of how to treatdbstomers.” (Jorgensen — Freytag 2000:13)

3 The Process of Matching

In order to better understand the matching of astords four concepts seemed to be useful.
(Mandjak, Zolkiewski, Piricz 2007.) Perception® (iSmith and Mackie 1995), mental models (i.e.
Day 1994), sense making (i.e. Weick 1995) and vélaeAnderson and Narus 1999) are these basic
notions.

According to the Oxford Dictionary perception ithability to see, hear or understand”
something; the "quality of understanding, insiglatid the "way of seeing or understanding”

something. Several studies have found that derpbgrdactors impact upon the perception of the

4
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ethicality of negotiation behaviours. It has beéoven that age, gender, and occupation lead to
different perceptions of deception in negotiatidnton 1990).

"Value is first usefulness, but also the deterngniiactor, the compass of behaviour”
(Mandjak 2004:34). But value always depends orgthen social and economic situation and in this
coherence, it is socially constructed and intesexli by the individual.

It is not always obvious if perceptions are partrantal models, or if they are there to feed
the model. Anyway the essential matter is, usirgwiords of Day (1994), what is in the mind of
managers? According to Markham mental models boitd perception, knowledge of prior
experience, schema segments, and problem-solvisiggites (Markham 1999).

As discussed above perception is quite complex hmdggical phenomenon.  Prior
experience does not need extensive explanation.sthema segment concept refers to a set of
diagrams to describe the various combinations emmes and possible conclusions (Markham
1999). The problem solving strategies concept meange sort of general ideas that might work for
a number of problems (Johnson-Laird 1983). Mandjékal speculate that mental models are
essential to B2B relationships. The reason of ihat relationship is strongly tied to the parthers
mental models. For instance using and analyzindgtisiness partner’'s models may provide insight
into how this partner is thinking. (Mandjak, Zoliski, Piricz 2007.)

Although a relatively new introduction into buseseto-business papers, sense making is
widely adopted by organization behaviour reseasci{@&ee Adobar 2005) The core assumption and
statements regarding sense making theory arettisaam approach to designing and implementing a
communications system (Weick, 1995). Vlaar et ab0g) have found that relationships face
‘problems of understanding’ and that the high |evafl uncertainty and ambiguity that exist in early
relationship stages exacerbate this. They belieaedense making processes provide a mechanism
for understanding these issues in relationships.

Figure No 1 shows a hypothesized model of matckitandjak, Zolkiewski, Piricz 2007.).
According to the basic premise of this model tHese notions create a system where these concepts
affect to each other. The base of sense makingreption. The roles of value and mental models
are different. While values can be identified mgitd stability and orientating points, mental madel
focus on methods of problem solving.

The starting point and, at the same time, the prditon of matching is perceptions of
business partners. In a business-to-businessomdip it means that actors should know each others
at a certain level. Therefore they should assurakettte other side is suitable and worthy of creatin
as a business contact. We should also see tha¢ seaking is fulfilled through the screen of
perceptions, values and mental models. Finallyesemsking becomes one of the actor’s engines of
behaviour and concrete activity.
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Figure No1 Model of matching in business-to-busseelationships

Perception Sen_Se--A...A,‘?
making...~
= \ Mental /
mode .

Source: Mandjak, Zolkiewski, Piricz 2007:12

Consequently Mandjak et al suggest that: “Matchéntpe successful outcome of the process
in which each party in a relationship uses senskingao integrate their perceptions of the other
party’s intent with respect to the relationshighe context of their mental models and understandin
of value. By inference we can also suggest thatmatshing and no-matching also can occur when
both sides do not have appropriate perceptions thadresults of their sense making are not
equivalent or are unequal.” (Mandjak, Zolkiewskrjd2z 2007:12)

This dynamic model is based on Hakansson’s intigemenodel where the relationship is
embedded firstly in the atmosphere of relationsdmp secondly the environment of the business
connection. (Hakansson 1982)

This model does not contradict the Balance thepmehich help to explain the types of
relations between people and firms that are likelgxist and persist (Young and Johnston 1999).
Heider (1958) claimed that “By balanced state (twasion) is meant a harmonious state, one in
which the entities comprising the situation andféedings about them fit together without stre$s”.
Heider’ view the following factors contribute toethdevelopment of positive linkages between
entities in relationships: proximity, more frequeontact, familiarity, similarity of beliefs and gis,
predisposition towards certain sentiments and jpéice of potential benefits. (Cited Wilkinson —
Freytag — Young — Chery 2003) Wilkinson et al (208&0 found that “the characteristics of firms
forming relations are not randomly matched but ltefom a process of assortative mating”.

(Wilkinson et al 2003:16) Their results also comfithat firms that enjoy good relationships show a
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tighter match, reflected in terms of stronger datrens on such characteristics as market share,
quality, innovativeness, and technology.

4 Some Findings from Qualitative Research into Peonal Contacts in Business
Relationships

After the literature review in order to identify ethrole of personal contact in business
relationship we started qualitative research abthig topic among small and medium-sized
companies, independently on sectors of economyibdttungary and later Great Britain. (See Table
No 1 on Deep Interview Draft) The objective of onterview is the exploration of the nature of
customer business relationships. The interviewdbdsgeneral manager or the owner of the SME.
The deep interviews help us to show the complicatdtiides towards personal contact in business
relationships. (Malhotra 2007) These features, that research usually unconscious and also
complex so it seems useful to start with qualimtesearch. Later, based on the findings of thp dee
interviews, we will organize a quantitative survey.

The research of Wilkinson et al showed that the sizthe supplier and customer firms are
significantly correlated (Wilkinson et al 2003). i$hesult confirm the assumption that due to their
size SME-s operate a bit differently with regard lmisiness marketing and they should be
investigated also separately at least. For exardptdors cure children and treat them in totally
different way while they have learnt and are avthag children are not small adults.

Table No1 Deep Interview Draft

Questions:

1. A short introduction of the interviewee and hes/company (demographic questions)

2. Please choose a customer (client) relations$laipytou consider as being important.

3. Why this customer relationship is lasting?

4. What do you think, how your customer does carsyou?

5. How do you decide on setting up, sustainingnolireg a business relationship?

6. “Personal contacts are the lifeblood of supgtigstomer relationships” (Cunningham and

Homse 1984:1) What do you think about this statefBro you agree with it or you don’t?
7. Why your customer is buying your products orryservices instead of your competitors’
products or services?

8. How do you imagine your ideal customer?

9. Please describe the potential buyer with whomdan’t want to make business!

Till now six Hungarian interviews have been firegh The language of the interviews is

Hungarian and they are documented in Hungarianeds Whe most interesting and characteristic
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thought are translated in English. We plan to makeinterviews in Hungary and ten interviews in
Great Britain.

Concerning analysing the Hungarian depth intersieve thought of software which collects
the most frequent words (like for example LeximaniceEnglish) but the Hungarian language is
very rich and opinions can be expressed in marmg$durthermore the rules of Hungarian grammar
make possible various forms. That's why we had Hoose another method and we have used
thematic analysis after Miles and Huberman. (1994)

In Hungary we have different experiences on thiudts about giving this deep interview.
Almost half of the managers and owners called haWgsed to give this interview! The relatively
high rate of refusal confirms again, that persamalitact in business relationship and the ability of
development, maintenance is a very important soaf@mpetitive advantage. Those enterprises
which deal with confidential products — for examped-corn — or services would not like to speak
about their relationship while it seems they do want to loose their competitive advantages. This
contains a hidden opinion that personal contacts mainly the knowledge how to create and
maintain fruitful business relationships are esaérskills of these enterprises. Meanwhile other
firms — which are not operating in a special fieldd their number of customers can be almost
unrestrictedly increased — are open and sometimestigeir name too because they see certain
advertising possibilities in it. Among retail emeses in Hungary the current atmosphere is quite
pessimistic because of essential turnover decrehse to growing number and effects of
multinational hypermarket chains while in this ctoyrthese chains are welcomed in almost every
smaller town too. Obviously many SMEs feel thesedémcies and they are quite worrying about
future and developing. In such a difficult situatipersonal contacts may help the enterprise only to
survive.

The majority of the interviewed companies werenfibed in the early 90's when also in
Hungary the socialist society and economic systeacefully collapsed. In these years ten-
thousands of enterprises were established annddll.new and renewed growing markets offered
several opportunities and uncertainties at the dame

Most of the interviewed SME companies are opegatiith services; either they are from one
of the service sectors or offer services togeth#r their products while these complex packages can
guarantee their success. The dominance of serdiety is not very surprising among SMEs,
therefore, this field needs relatively lower capitevestment, flexibility and personal contact,siu
the process of services and the business in gemaval more importance. Among the six firms there
was one medium-sized, two micro-sized and threell semaerprises. The micro-sized firms are

family companies. However, almost every directotar manager spoke about their most important
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and usually largest buyer or supplier. It seemsuhder the question of business contact they do no
mean new, exciting business partners but theirpeginer.

Regarding the beginning of a relationship manyhein mentioned professional exhibitions
but one manager did not see these events as cbériceling new relationship. The majority of
managers that were interviewed outlined the rolpes$onal contacts, for example somebody offered
this example!This is a personal investment, which is profitaltlemore ways. In one hand it is
advantageous for me because | can sleep well. Ghrouy business partners | can start new
relationships. If they know them and think thenmakaé this is not a question for me. Till now this
worked well. On the other side these connection® lieveloped through more years and now they
operate smoothly without large energy as welh”this case they had worked together before for

years and had got to know each other.

Table No 2 Typical Answers A

Question: Why this customer relationship is lasting

“They buy a lot of products from us. We sell theolehsoftware so they can fulfil
maintenance too which earn them extra income.”

“They are flexible and carry back the unsold quaes too. They provide brochures and
posters. When we order the goods they quickly elelithe following day.”

“Every business relationship is lasting till it fgrofitable for the buyer. If | deliver such
qguality and quantity which ensure profit for thenmda meet my requirements this
relationship can be developed further.”

“There is satisfaction on both sides. The pricenad the most important factor. This buyer
has not imported from China because he is not tbtoedo it. On the other hand he can
order smaller quantities from us and we offer exdevices such as quick, flexible and
reliable delivery.”

“We are dependent on each other. They need progecteed turnover. We must know each
other. If a wholesaler tells me something it is goéstionable for me. However my saying
should not be questionable either.”

“The client always receives what he wants and antote. | give special concrete solutions
to each of my clients. | never offer conserves.”

When we wanted to know where and how they hadestdheir business contacts the stories
showed more similarities such as somebody’s recamdaten, an exhibition, regional agents had
searched for them etc. For the question of lastatgtionship we received quite different answers
which are usually typical for the sector. Howevenegral aspects can be recognized too and these
focus on flexibility, common interest, two sidedpdeadency. It seems that in most cases they are
clearly aware of their mutual dependency but theystill far from the attitude that confesses the

value stream and searches value from the finalfsiyew.

Table No 3 Typical Answers B

Question: How do you decide on setting up a busineselationship?

9
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“We make a so called trial small business. If itrikeofrom the aspects such as quickness,
reliability, accuracy, punctuality. If both sidesesthe future in it trust will be developed.”

“In this field where | operate | can start new buosss through talking to people. Meanwhile
| slowly understand what | can expect from himhigher levels rather money accounts.”
Question: How do you decide on sustaining a busireselationship?

“Nothing else but talking to them. People need Qevared. The relationship should be
awoke the partner to the consciousness and pedfllepgn and become helpful. We know
each other’s problem and we help to each otheeittan.”

“It is worth if there is win-win game.”

Question: How do you decide on ending a businesdagonship?

“One partner did not keep the financial deadlinead®a bad professional work and that’s
why they endangered our image. We tried to commateibe problems and teach them but
they were not open.”

»The partner goes into bankruptcy. This is the maskward situation. Or new supplier
appears. Maybe there is a price competition whatdewanot want to take part. Most of our
buyers origin from our establishment.”

Enterprises naturally would not finish a businesktionship. They sometimes found a
diplomatic solution such as accepting an offer Watler price. But this process is slower and more
complicated where the business partners are legaltyracted. In spite of this they broke one of
these agent contracts because this partner hatlglemdangered the image of the focal firm.

According to the interviewed people in most cades dales people are in close weekday
connections with important buyers so their resgaligi is obvious. Their motivations, experience
and education are essential. If they are pressgé@grected to show very high turnover in short time
they may push large quantities on their buyersiv&@seand do not bother if their business partners
are satisfied or not and they could purchase tigesels further or not. Certainly it will bring its
‘fruits’ in the long term.

Here is another reason why a business relatiorstdppersonal contact is very preciotlis:
is very difficult to find new buyer furthermore ig also problematic to ensure the quality
requirements of the new buyers.”

BtoB markets are specialized and contain few acorin a certain market almost everybody
knows everybody. That's why it is in their basiteirest to develop and maintain stable long term

business relationships.

Table No 4 Typical Answers C

Question: “Personal contacts are the lifeblood of upplier-customer relationships”
(Cunningham and Homse 1984:1) What do you think ahd this statement? Do you
agree with it or you don’t?

“The person is not very essential because they avbuly from that supplier anyway. But
personal contact counts.”

“We have been talking exactly on the importance pefsonal contact in business
relationships till now.”

10
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»The personal contact is important but it is noethfeblood of it. The moving element and
the engine is the business background. The persmmaict in business relationship should
not be overemphasized. The business goal is mguertamt and also the quality and
safety.”

“l absolutely agree with it especially in my figld.

As it is seen the opinions differ. There is a tmy to agree that personal contacts in
business relationship have in a general importaaltbough the degree, dimensions even
consciousness of it and form of appearance shoat gagiety. It seems that it may depend on the
size of company, as the results so far show thahgrthe interviewees the medium sized firm leader
thinks personal contact is the least importanttifasmore it depends on the concrete field of agtivi
the number and character of competitors and buges we found that also there is strong
connection with the interviewed manager’s perstyalind business philosophy.

Table No 5 Typical Answers D

Question: Why your customer is buying your productsor your services instead of your
competitors’ products or services?

“Although our largest competitor is at least twit@ger than us we can offer a complex
package of product and services which includesetive profitable services for our buyers.
Our other advantage is the technological develogmimeans that our products “know
more” than our competitors’ ones. Unfortunatelystltharacter seems to melt down due to
financial reasons.”

“The other companies do not have these kinds oflymts. Each product has different
categories and qualities. In our field we are thestnexclusive and offer the most expensive
goods but we let everybody live in the market.”

“We produce and export our products with propenseg and good quality. We hardly have
quality complaints for ordinary goods and we clgseboperate with our buyer in case of
new high tech products.”

“Although the Chinese quality seems to be improvowg buyer can order relatively small
quantities from us. We produce it quite quickly aeesd them by mail if it is so urgent.
Being small can be an advantage too. We can off@re nadvanced and more flexible
services by smaller quantities and quick delivery.”

These answers show both some special characteristitheir activity and some general
advantages. The well known strengths can be foorttie answers such as complex product plus
service package, technical benefit, good geographmosition, acceptable prices, prestige
consumption, appropriate services, excellent qualino quality complaints etc. But they mentioned
newer aspects too like common product developnmecase of high tech products. Furthermore it is
really creative and profitable too when owners arahagers of entrepreneurships are able to change
threats into possibilities as happened in caskeoCthina effect above.

Concerning the characteristics of the ideal bugeghe mind of interviewed SME owners and
managers surprisingly the most frequent mentioegdirement is to be definite, precise. The ideal
business partner should express the wishes, reqgeits and other conditions clearly.

11
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5 Conclusions

The main limit of our qualitative research is tmall number of interviewed owners and
managers. We looked for SME enterprises indepehdem sectors of economy which is an
advantage from the aspect of more general tendeaci@ it can be also a limit because the number
of the interviews is too small to create well-foeddconclusions. But this empirical investigation ca
sign living fresh tendencies problems and solutiassvell and definitely serves as a good base for
further research.

During the interviews it seems that matching is oh¢he basic points of a successful and
long-term business relationship. The four conceptthe hypothesized model of matching also can
be identified. Certainly at the beginning of a Imesis relationship perceptions are more important
and the screen of mental models and value doesarétalways perfectly. Each business contact has
its own history but according to the first impress in development of essential old business
relationships these elements play dominant roles&Hour notion are decisive especially setting up
new business relationship and usually are not mazed directly or at least are not conscious except
if a owner or a manager has a clear business pipilgsand also insists on it on weekdays too.

Among SMEs personal contacts are really essesiale expected especially in the case of
micro and small sized firms and in classical serwiustry. One firm leader however expressed that
personal contact does not count at all, although tould not cooperate without common values.

We also should take into consideration that busimekationship cannot be substituted with
core business goals and interests. It may not bkilu® compete between business relationship and

profit orientation but rather to declare that bpé#nts are crucial so as to be successful in lomg.te

12
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