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Abstract:

For the past 10 years we have seen the purchasing department of leading and major
companies restructuring their purchasing approaches and moving towards more
formalised and global purchase processes. The question arises whether the Relationship
Marketing paradigm which has been developing for over 20 years now, focussing on
shared relational benefits based on trust and commitment, is not being turned by Key
Account customers, under the influence of their purchase structures, into a
«transactional/relational hybrid» relationship management paradigm.

This research is an empirical and qualitative one to define new forms of a “hybrid”
relationship between key Accounts and their network of suppliers, mixing features from
transactional and relational exchanges and analysed from the key Account (customer)
perspective.

We study why and how Key Accounts use this new form of customer—supplier
relationship and define new pivotal mechanisms mixing opposite forms of exchange
with the model “CSC” for “ Correcting — Strengthening — Commuting”. Our study
should help to better understand Key customers relational strategies with their suppliers.

Keywords: Relationship Marketing, “hybrid” relationship, cooperation, price
competition



INTRODUCTION AND PURPOSE OF THE RESEARCH

Within the Relationship Marketing paradigm, we find a conceptual approach that
opposes two types of Marketing: Transactional and Relational marketing are mutually
exclusive at both ends of a continuum (Day 2000). On the one hand, the emphasis is on
the short-term transaction to attract new customers with price-related benefits (price
competitive transactions). On the other hand, we have the search for cooperation to gain
mutual benefits (Dunn & Thomas 1994). A lot of scholars have shown that a relational
and collaborative orientation is key in customer-seller relationships to improve value
creation and customer’s competitive advantage (Anderson & Narus 1991; Cardozzo et
al.1992; Dunn et Thomas 1994; Morgan & Hunt 1994; Gronroos 1997; Dyer & Singh
1998; Jap 1999; Day 2000, Ford 2001). There has been little academic interest, so far, in
studying the “grey area” when transactional and relational features are supposed to be
intertwined in the middle of the continuum. Although managerial practice show that
“pure” transactional or relational exchanges are seldom to be found and most B to B
vertical relationships are “hybrid” forms of relationships, mixing transactional and
relational features. The paradox of linking these two exclusive forms of relationships
has been recognised within the academic community: some scholars from the IMP
Group', who study both the Marketing and Procurement perspective agree that buyer-
supplier relationships are made of both cooperation and conflict (Hakansson & Snehota,
1998), but the area, where Transactional and Relationship Marketing merge, remains a
no man’s land.

Furthermore, the polarisation of transactional and relational features are to be found in
Marketing literature, hence taking mostly into account the supplier’s point of view, but
how appropriate can it be to consider the supplier’s and not the customer’s point of
view? (Blois 1996) Is it not the customer who organises a paradoxical tension between
capturing value from relational benefits provided by key suppliers (Ulaga 2003; Ulaga
& Eggert 2006) and takes advantage, at the same time, of price-competitive market
transactions (Gummesson 1997), organising tenders?

From a conceptual viewpoint, we need to understand how customers create this
“hybrid” form of relationship with their suppliers, as no one has yet looked at such
customers’ reasons to manage their relationship with suppliers, mixing cooperation and
calls for competition.

I will first review the literature on hybrid relational forms, before explaining my
research methodology and presenting my research findings. I will then present the
managerial contribution of this research and further research prospect.

LITERATURE REVIEW

Within the purchasing literature, Dyer et al. (1998) oppose “arm’s length relationships”
to “partner model” as a supplier segmentation and we find here the same polarisation
(transaction versus relationship) as in the relationship Marketing, except they also
introduce the notion of “sustained arm’s length relationship”, which is later to be found
in Palmer (2007) with “sustained transactions”. Palmer hints that instead of a relational
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continuum, three styles of relationships are to be found (transactional, sustained
transactional and relational). In both Dyer’s and later Palmer’s work, “sustained
transaction or arm’s length relationships” are not a mix of transactional or relational
features, they are just repeated transactions.

Already in 1989, Bradach & Eccles had also rejected the notion of continuum, the TCE
(Transaction Cost Economics) continuum, with two mutually exclusive poles going
from market to hierarchy. They argued that price, authority and trust were three
variables, two of which could be combined in different ways to define different control
mechanisms.
Moreover, they ‘“emphasize how transactions controlled by one mechanism are
profoundly affected by the simultaneous use of an alternative control mechanism”.
From this sentence, they hint at an interaction of two mechanisms that are not balanced,
but one of them is used to have an effect on the main one, and are defining an hybrid
mechanism.
In other areas than Purchasing or Marketing, as in Strategy, Bengtsson & Kock (1999,
2000) have studied in depth coopetition within horizontal alliances in B to B networks
and how firms want to combine the advantages of competition and cooperation. They
define three forms of coopetition:

> When cooperation prevails

> When competition prevails

> When cooperation and competition are balanced
Today, active scholars in studying hybrid combinations are those doing some research
on management control of interfirm transactional relationships (Van de Meer-Koistra &
Vosselman, 2000, 2006; Hakansson & Lind, 2004 ; Donada & Nogatchewsky, 2006) :
they investigate how vertical interfirm relationships can be drawn up.
Van der Meer-Kooistra and Vosselman (2000) propose a market-based pattern, a
bureaucracy-based pattern, and a trust-based to define three patterns of management
modes. The first two patterns are based on the TCE conceptual framework whereas the
trust-based one is partly based on Macneil (1980) and Granovetter (1985).
Further to those three patterns, Donada & Nogatchewsky (2006:280) study an empirical
case where the market-based pattern seem to dominate, but which “also relies, to a
lesser extent, on social-based and bureaucracy-based controls. Analyzing this case
enables us to go beyond the strict propositions of theoretical frameworks and discuss the
complementarities of the three modes. These modes do not appear to be exclusive one
from another. In the specific context of a firm in a situation of highly favourable
asymmetric dependence (towards the buyer), control modes seem to overlap, forming
the most complete system to encompass the goals of the various internal actors involved
in interfirm transactional relationships”. In that specific case, market-based pattern is
blended with bureaucracy-based pattern, and used by the buyer to assert and maintain
his power over his suppliers. Grounded in a specific company case, we understand how
different relationship modes are intertwined into each other.
This study can be linked to Heide and Wathne’s one (2006), as they also refer to
different theoretical frameworks: they use the TCE conceptual background, but develop
a new conceptual framework of roles in marketing relationships. Those two scholars try
then to match firm’s governance strategies with relationships roles. They discuss two



prototypical roles, a “friend” (relational approach) and a “business person”
(transactional and utilitarian approach). Doing so, they recognise that both roles can co-
exist (2006:90) but do not attempt to study this merging of roles.

Thus, finding managerial situations, where relationship roles or types, are mixed is
relatively common, but building theories from those situations happen to be more
difficult in the Marketing field.

RESARCH METHODOLOGY

To dissect the whole mechanism of combining polar forms of relationships, I conducted
a qualitative research including an exploratory survey involving ten in-depth interviews
of senior purchasing managers from ten different manufacturing or service MNCs,
followed by four case studies within MNC’s.

Two case studies came from the first field study, whereas two others were selected
from secondary sources (press articles signalling a change in their supplier relationship
management). Within those case studies, different actors from the purchase department
and their internal customers were interviewed. For external validity, the Key Account
Manager from one or two of their suppliers was also interviewed (Yin, 2003).
Interviews last from one to three hours and thematic coding was used for analysis
(Miles and Huberman, 2003).

FIELD STUDY FINDINGS

From this field study, I have found that two hybrid forms of vertical relationship are
predominant:

When a relationship based on competitive pricing (mostly via tenders) is predominant,
but includes some cooperation;

When cooperation is predominant, but includes some calls for competition (competitive
bids);

This is consistent with Bengtsson & Kock (1999, 2000), except that in vertical
relationships, or at least among the companies I studied, no balance form of relationship
between competitive pricing and cooperation was to be found: there is always one
predominant form mixed with a secondary weaker one.

I also found some interesting mechanisms linking the two antagonistic forms of
relationship. As hinted at by Braddach & Eccles (1989), one form of relationship would
“correct” the weaknesses of the other, but could also “strengthen” the qualities of the
other form, whereas a mechanism by which one form would “commute” to another is
also to be found.



CASE STUDIES FINDINGS

KEY FINDING N°l: THE PIVOTAL MECHANISMS THAT RELATE A RELATIONSHIP
PRIMARILY BASED ON COMPETITIVE PRICING TOGETHER WITH SOME COOPERATIVE
FEATURES.

Some buyers decide to remain in an “adversarial” type of relationship and put a lot of
pressure on their suppliers with recurrent (sometimes unexpected) tenders to ensure the
best price/offer from the market.

Although that type of relationship is primarily based on the short-term transaction with
price as a mediator, rather than the relationship itself (Dwyer, Schurr et Oh 1987 ;
Gronroos 1994 ), some relational features “correct” the strictly price-competitive
approach. This is not merely the fact that the transaction may be sustained (Dyer et al.
1998; Palmer 2007), but the fact that Key Customers want to make up for the
“drawback” of the lack of cooperation, especially in case there is a commercial dispute
to settle. There may be no commitment from the Key Customer, an element of trust will
“correct” the pure price focus to add some relational benefits, mostly information
sharing (Ulaga 2003).

Some relational features may also “re-enforce” or “strengthen” the price competitive
exchange: Sheth and Parvatiyar (1995:399) remind us the major axiom of this price-
competitive approach (“transactional marketing”):

« One axiom of transactional marketing is the belief that competition and self-interest
are the drivers of value creation. Through competition, buyers can be offered a choice
(...).”

To get the best choice in a « bounded rationality » (Simon 1959) the key Customer will
maintain a certain rapport with a panel of suppliers, just to «optimize » their
information on the market and get the elements that will allow it to organize
competitive bids at the right time (when market prices start going up) and with the best
players.

Last, but not least, some relational elements may also be introduced, once the Key
Customer believes they have reached the limit of the transactional approach: they
“commute” from the predominant transactional relationship to a more collaborative
approach. Pillai & Sharma (2003) have studied how a mature buyer-seller relationship
could follow a reversed U curve and move from a relational orientation towards a
transactional orientation. This reversed U-curve can be turned into a life cycle: a
transactional relationship can follow a relational orientation. When the buyer believes
he has gained all advantages linked to a transactional approach (he has gained and
maintained the lowest prices on the market), he may then try to get some relational
benefits, such as improved quality, innovation, etc. (Ulaga 2003).

Whatever the type of pivot (“Strengthening — Correcting — Commuting”) used to add a
relational orientation into a price competitive relationship, this is a form of “incentive”,
to get the most competitive market price, but also make sure the supplier is still
interested in working with them, the Key Customer will “soften” the relationship, using
some relational benefits as incentives for the supplier. Those “incentives” can be
information transfer (in the case of joint problem solving) that can help the supplier to
gain customer share, the integration into the key Customer’s long term strategy that can



help the supplier to increase profit by reducing their own costs (Kalwani & Narayandas
1995) or increase value sharing (quality or innovation improvement) that can help the
supplier to gain company share.

KEY FINDING N°2: THE PIVOTAL MECHANISMS THAT RELATES A RELATIONSHIP
PRIMARILY BASED ON COOPERATION TOGETHER WITH SOME PRICE COMPETITIVE
FEATURES.

Although this type of relationship is primarily collaborative and based on the search for
mutual relational benefits within a long term relationship, rather than the short term
transaction to get the best price from the market (Dwyer, Schurr et Oh 1987 ; Gronroos
1994 ), some transactional features (Ivens & Pardo 2005) are “correcting” the relational
approach. The major reason is the key Customer’s fight against suppliers’ opportunistic
behaviour (Wathne & Heide 2000). Buyers want to be sure that, even when they have
contractually, or not, committed with a supplier for a long term supply, they will still
get the most competitive price throughout the length of the contract.

Another reason, which has not been treated in the academic literature, turned out to be a
major driving force within my sample: the competitive price approach is a way for
buyers to assert their role and credibility within their own company. They find it very
difficult to turn some relational benefits into economic data, whereas a tender will help
them to prove the cost reductions they are bringing to their company more easily.

Calls for competition are also the symbol of the buyers’ power, whereas some relational
benefits (product development, quality improvement) are within the power of other Key
Customer’s department (R & D or production).

Although it may look paradoxical, some “price competitive” features will help to “re-
enforce or strengthen” the predominant relational approach. The key Customer wants
to be re-assured that the supplier is not developing some opportunistic behaviour while
the Key Customer have developed a high level of trust and commitment. Some call for
competition may be organized, but not as drastic as a tender on all supplier share, only
on a few products or a “benchmark”. The supplier or a consulting company may be
requested to benchmark a strategic product against a similar product from competition.
Whatever the outcome, the supplier will not be at risk of losing the business but may be
asked by the Key Customer to re-align their prices versus market prices. The aim of the
Key Customer is to strengthen the relationship without being considered by the supplier
as a “captive” customer. The control on prices is mainly there as a mechanism to re
enforce trust in the supplier.

The Key Customer may also “commute” from a predominant relational approach into a
formalised transactional episode. Some Key Customers will be on a relational mode
during the length of a contract and will systematically renew the contract or sign a
contract for a new project using a tender process. They may also launch a competitive
bid when the supplier’s turnover with a specific product has reached a fixed limit. This
time, the supplier’s turnover may be at risk, but if they win the tender, the relational
approach will move forward.

Again, whatever the mechanism or pivot (“Strengthening — Correcting — Commuting”)
used to add a transactional orientation into a collaborative relationship, this mechanism
is a form of “control”: the call for competition is used by the Key Customer to “control”



their relationship with the supplier. Next to this inter-firm control, there is an intra-firm
control, when the Key Customer buyer uses this transactional approach with suppliers to
control his own internal environment.

MANAGERIAL IMPLICATIONS AND DISCUSSION

As far as my research has revealed, this is the first time that attempts have been made to
conceptualise “hybrid” forms of relationships, grounded in managerial practice. Thus,
my research contributes to a better understanding of the Key customers relational
strategies and the “CSC” for “Correcting — Strengthening — Commuting” model should
help Key Account Managers from the supplying side to better understand how their Key
Customers are mixing their price competitive approach and search for cooperation. On
the one hand, it should help them to take away some of the pressure off the price by
focussing on the level of cooperation expected by their Key customers; on the other
hand, it should help them to acknowledge that there is always a certain level of
“transactionalisation” within a cooperative relationship and that they should be careful
to remain aligned with market prices, even when they bring significant non-economic
relational benefits.

We could relate this theoretical model to managerial implications for Key Account’s
suppliers as follows in figure 1:

“CSC model” Managerial implications for Key Account Managers

“Correction” of the price competitive | Opportunities for the supplier to get information from
approach with some degree of|the Key Customer that will allow him to become Key

cooperation supplier or to demonstrate such an ability
“Strengthening”  of  the  price|If the supplier is not in a cost domination approach,
competition with cooperation (mostly | should revise his customer segmentation and not
information) necessarily grant a KA status to that account.
“Commuting” from price competition | The supplier has succeeded in becoming “key
to cooperation supplier” for the Key Account.

“Correction” of the cooperative | May affect the inter-personal relationship, but not the
approach with a transactional episode | inter-organisational one.

(tender) If supplier prices are within market range, the episode
may reinforce the relationship.

“Strengthening” of the cooperation|The comparison of the supplier’s prices with the
with  price competition (mostly | market, if prices are aligned, may lead to a greater

benchmarking) level of cooperation and increase of the wallet share.
“Commuting” from cooperation to a|Loss of wallet share and change of supplier status from
price competition approach. “key” to “challenger”: the Key Account turns out to

find less value in the relationship.

Figure 1- Managerial implications

From a theoretical point of view, our research shows how the “middle” of the
relationship continuum (Gronroos, 1994; Day, 2000), which has not been yet
investigated, can be conceptualised by linking the two polar relational forms,
transactional and relational (cooperative) with the CSC model. The implicit




consequence of our research is also that we are no longer on a continuum but on a
dynamic relationship that can move in both directions.
We can represent this new relationship model as follows (Figure 2).

When price | When price | When price | When When When
competition |competition |competition |cooperation |cooperation |cooperation
is is corrected |is is is corrected | is
strengthened | by commuting |commuting |by price strengthened
by cooperation | to to price competition |by price
cooperation cooperation | competition competition

Cooperation is
prevailing

Price competition is
prevailing

47

Figure 2 — the relationship model

As this research has remained focused on the Key Account, it will be interesting, for
further research, to move now from the point of view of the supplier and to study how
they can build their own relational strategy from this “CSC model” and how they could
also use it as an input to prepare their negotiations with Key customers.



REFERENCES

Anderson James C., Narus James A., (1991) "Partnering as a focussed marketing
strategy", California Management Review, Vol. 33 Spring.

Anderson James C., Narus James A., (2004), "Business Marketing Management :
understanding, creating and delivering value (2nd edition)", Upper Saddle River
(USA), Pearson Education.

Bengtsson Maria, Kock Soren, (1999), "Cooperation and competition in relationships
between competitors in business networks", Journal of Business & Industrial
Marketing, Vol. 14 N° 3, 178-193.

Bengtsson Maria, Kock Soren, (2000), "”Coopetition” in Business Networks—to
Cooperate and Compete Simultaneously", Industrial Marketing Management, Vol. 29,
411-426.

Blois Keith, (1996), "Relationship marketing in organizational markets : when is it
appropriate ?", Journal of Marketing Management, Vol. 12, 161-173.

Bradach Jeffrey L., Eccles Robert G., (1989), "Price, authority, and trust : from ideal
types to plural forms", Annual review of sociology, Vol. 15, 97-118.

Cardozo Richard N., Shipp Shannon H., Roering Kenneth J., (1992), "Proactive
strategic partnerships : a new business markets strategy", Journal of Business and
Industrial Marketing, Vol. 7 N° 1 winter, 51-64

Day George S., (2000), "Managing Market Relationships", Journal of the Academy of
Marketing Science, Vol. 28 N° 1 Winter, 24-33.

Donada Carole, Nogatchewsky Gwenaélle, (2006) "Vassal or lord buyers : how to exert
management control in asymmetric interfirm transactional relationships", Management
Accounting Research, Vol. 17, 259-287

Dunn Dan T. Jr, Thomas Claude A., (1994), "Partnering with customers", Journal of
Business and Industrial Marketing, Vol. 9 N° 1, 34-40.

Dwyer F. Robert, Schur H. Paul, Oh Sejo, (1987), "Developing Buyer - Seller
relationships", Journal of Marketing, Vol. 51 Avril, 11-27.

Dyer H. Jeffrey, Singh Harbir, (1998), "The relational view : cooperative strategy and
sources of interorganizational competitive advantage", Academy of Management
Review, Vol. 23 N° 4, 660-679.

Ford David, (2001), "The development of buyer-seller relationships in industrial
markets", European Journal of Marketing, Vol. 14 N° 5/6.

Granovetter, M., (1985). « Economic action and social structure: the problem of
embeddedness », American Journal of Sociology, Vol. 91, 481-501.

Gronroos Christian, (1994), "From marketing mix to relationship marketing - towards a
paradigm shift in marketing", Asia-Australia Marketing Journal, Vol. 2 N° 1, 322-340
Gronroos Christian, (1997), "Value-driven relational marketing: from products to
resources and competencies", Journal of Marketing Management, Vol. 13, 407-419.
Gummesson Evert, (1997), "In search of marketing equilibrium: relationship marketing
versus hypercompetition", Journal of Marketing Management, Vol. 13, 421-430.
Hakansson Hakan, Snehota Ivan, (1998), "The burden of relationships or who's next 1"
,In Peter Naude and Peter W. Turnbull, Network Dynamics in International Marketing,
Oxford, Elsevier Science.



Hakansson Hakan, Lind Johnny, (2003) "Accounting and network coordination",
Accounting, organizations and Society, 22-37

Heide Jan B., Wathne Kenneth H., (2006) "Friends, businesspeople, and relationship
roles: a conceptual framework and a research agenda", Journal of Marketing, Vol. 70
July, 90-103

Ivens Bjorn S., Pardo Catherine, (2005), "When a relationship is "transactionalized" :
the introduction of reverse auctions in a key account relationship”, The 21st annual IMP
Conference, Rotterdam, Netherlands, 1-10.

Kalwani Manohar U., Narayandas Narakesari, (1995), "Long term manufacturer-
supplier relationships : do they pay off for supplier firms ?", Journal of Marketing, Vol.
59, january, 1-16.

Kaufman Allen, Wood Craig H., Theyel Gregory, (2000), "Collaboration and
Technology Linkages: A Strategic Supplier Typology", Strategic Management Journal,
Vol. 21 N° 6 June, 649-663.

Macneil, I. R. (1980). The new social contract. New Haven, CT: Yale University Press.
Meer-Kooistra Jeltje Van Der, Vosselman Ed G. J. (2000) "Management control of
interfirm transactional relationships : the case of industrial renovations and
maintenance", Accounting, Organizations and Society, Vol. 25, 51-77.

Meer-Kooistra Jeltje Van Der, Vosselman Ed G. J., (2006) « Research on management
control of interfirm transactional relationships : whence and whither », Management
Accounting Research,Vol. 17 pp. 227-237

Morgan Robert M., Hunt Shelby, (1994), "The commitment trust theory of relationship
marketing", Journal of Marketing, Vol. 58 N° 3 juillet, 20-38.

Palmer Roger, (2007), "The transaction-relational continuum : conceptualy elegant but
empirically denied", Journal of business & Industrial Marketing, Vol. 22 N° 7, 439-
451.

Payne Adrian, Christopher Martin, Clark Moira, Peck Helen, (1995), "Relationship
Marketing for competitive advantage", Oxford, Elsevier butterworth-Heinemann.

Pillai Kishore Gopalakrishna, Sharma Arun, (2003), "Mature relationships : why does
relational orientation turn into transaction orientation ?", Industrial Marketing
Management, Vol. 32 , 643-651.

Porter Michael, (1979), “How Competitive Forces Shape Strategy,” Harvard Business
Review, (March/April 1979)

Porter Michael, (2008), “The Five Competitive Forces That Shape Strategy,” Harvard
Business Review, January 2008.

Ulaga Wolfgang, (2003), "Capturing value creation in business relationships : a
customer perspective", Industrial Marketing Management, Vol. 32 , 677-693.

Ulaga Wolfgang, Eggert Andreas, (2006), "Value-Based Differentiation in Business
Relationships: Gaining and Sustaining Key Supplier Status", Journal of Marketing, Vol.
70 Janvier, 119-136.

Wathne Kenneth H., Heide Jan B., (2000), "Opportunism in Interfirm Relationships :
forms, outcomes and solutions", Journal of Marketing, Vol. 64 october, 36-51.

Yip G.S., Madsen T.L., (1996), "Global Account Management : the new frontier in
relationship marketing", International Marketing Review, Vol. 13 N° 3, 24-42.



