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Emerging relationships. Wher e arethey coming from?

Abstract

Although during the last thirty years the IMP rasbars have created important knowledge
of the business relationships, interestingly thestjon of how a business relationship does
emerge has only a small interest. Ford (1980) amalythe pre-relationship stage from the
point of view of the buyer focusing on the main &5 motivations and why the buyer
becomes ready to look for or to accept a new piatiesupplier.

However what can one say about the causes andatiotig of the supplier? Of course he is
looking for a new customer and wants to do a bgsivath him. How can they meet each
other? How can the supplier find a potential buy¢o® does a business relationship emerge?

The paper deals with these types of questions fhenpoint of view of the supplier. Based on

the results of a large case study of a very sufidedsingarian electronic supplier company

the eminent role of personal relationships on therging phase of customer relationships is
presented. Some conditions and mechanisms whicmetessary or helpful to make the

relationship possible or to facilitate the emergenta new customer relationship have been
discovered.



I ntroduction

Although during the last thirty years the IMP rasbars have created important knowledge
of the business relationships, such as the Inieradodel (Hakansson 1982), the evaluation
of relationships model (Ford 1980) and also on fibkel of the management of business
relationships (Ford et al 1998), interestingly tjuestion of how a business relationship does
emerge has only a small interest. In his seminatlarFord (1980) analyses the pre-

relationship stage from the point of view of theyéu focusing on the main causes,

motivations and why the buyer becomes ready to lwokor to accept a new potential

supplier.

However what can one say about the causes andatiotig of the supplier? Of course he is
looking for a new customer and wants to do a bgsivgth him. How can they meet each
other? How can the supplier find a potential buy¢o® does a business relationship emerge?

This paper attempts to present some elements dartbwers of these questions. It is evident
that even a new business relationship can’t workhaut trust. However the research
guestions in this article are focused not onlytda trust building process but also on what is
behind it. The paper deals with these types of tipresfrom the point of view of the supplier.
Applying some results of a large case study of ecessful Hungarian electronic supplier
company the eminent role of personal relations mmerging customer relationships is
presented.

The paper is organised as a following: firstly arslsomprehensive theoretical part deals with
some relevant issues. The company’s case is pmegesgicondly. After the case analysis and
discussion the paper ends with some conclusions.

Theor etical foundation of the paper: communication (be)for (e) trust

Business relationships an interactive exchange relationship betweea brganisations,
embedded in a business network. The exchangeomship which has always economic and
social elements in fact connects activities, resesirand actors (Hakansson and Snehota
1995). Typically there are only relatively smallnmioers of individuals who are involved in a
business relationship. It is not the whole orgaresabut two smaller groups of people; the
buying centre (Webster and Wind 1972) and therggltientre (Bonoma and Johnston 1978)
which are in interactions with each other. It metnad within the buyer-seller relationship we
can differentiate between four participants: 1) theyer organisation 2) the individuals
representing the buyer organisation 3) the selirganisation 4) the individuals representing
the selling organisation - the sales people andrsthAccordingly actor bonds (Hakansson
and Snehota 1995) have generally two dimensioescahnections at organisational level and
the connections at individual level as it is présdnby the Interaction Model (Hakansson
1982).

According to Doney and Cannon the basidroét is that the partners evaluate each other's
credibility and benevolence, that is, one of themstrpossess information about the other
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party’s behaviour and promises (Doney and Cann@T)19n business relationships trust has
two dimensions, based on two perceptions: oneeptrtner's benevolence (motivation) and
the other of its credibility (ability) (Andaleeb 98). The first dimension, benevolence, which
is based on quality, wills, and traits attributedthie partner, which are signs that the partner
does care about the other party, and is willinghetke sacrifices which go beyond the limits
of purely egocentric and profit-oriented way ofntking (Rempel et al., 1985). The second
dimension, credibility is based on the partner’d Wiat he/she will keep his/her promise. It
means that he/she will take into account the factdrich are important for the partner, such
as the task specific competencies, that he/sheupesdor provides services trustworthily, and
his/her behaviour in connection with work is predite (Rempel et al., 1985).

Andaleeb (1992) differentiates four types of tigsed on the perceptioBonnecting trusts
when both dimensions benevolence (motivation) ardibility (ability) exist. In the case of
hopeful trust benevolence is there but credibiigynot. Insecure trust if we just presume
credibility but not benevolence. At least we cansymak of trust in case neither dimension is
present (Andaleeb 1992).

According to Sahay from the aspect of the survofdusiness relationships it is decisive that
we get to know the factors which lead to the fororabf trust. The basis of the trust forming
factors is how much the partner is able to prettietbehaviour of the other party in advance.
In this process, the sharing of information, theaadte information about the partner has an
elementary role (Sahay 2003). Doney et al. havecluded that in the formation of trust
social interaction and open communication both plagle (Doney et al. 2007).

Trust could be considered as an evolution procémsirgy with a no-trust situation and
arriving at the connecting trust. This connectingst could be the basis and the glue of a
lasting business relationship. During the time terceived connecting trust must be
supported by experienced trust related to theastem process and conveyed by the different
exchange episodes (Hakansson 1982). This transftom the perceived trust to the
experienced trust (Mayer et al. 1995) could happethe business relationship evolution
process, described by Ford (1980). However in #se ©f an emerging (new) relationship the
interesting question is that whether the process the no-trust to the connecting trust occurs
or not. What are behind this trust growing procesédiat are the pre-conditions, thégger
issues of this trust building process?

Based on an extensive literature review Smirnoval.e(2012) argue thaxpectationsand
relational normsare important pre-conditions of trust building.eThuthors propose that
“there is certain initial component of trust-basegpectations, moderated by specific
relational norms, internalised by partners andrthelative importance ... They would have
direct impact on formation of trust” (Smirnova ét 2012:5). Expectations, relational norms
and trust are all the results of the interactionadgics (Smirnova et al. 2012) they are exist in
time and created by processes.

The relationship betweecommunicationand trust was empirically examined among others
by Bialaszewski and Giallourakis (1985), Andersorale(1994), Dwyer et al (1987). The
empirical research has not provided an unambiguaswer to the direction of the
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relationship of the two variables. While Andersdnak have come to the conclusion that
communication leads to trust, Dwyer at al. camth&oconclusion that communication is the
result of trust. Anderson and Narus present theyingr relationship of trust and
communication as an iterative process. The commatioit between the companies is the
prerequisite of trust, and increasing trust leadsetter communication (Anderson and Narus,
1990).

Social type of interaction takes place between ethparticipants (the recommender, the
recipient of the recommendation and the recommeéntestefore we can talk about an
extended social exchangghe first relevant interaction is communicatidoying the course
of which the recommendation takes place. This exghas not directly connected to an
economic event it is in conformity with the chamaddtics of social exchange. In the case of
extended social exchange, when more than two paatits participate in the exchange, trust
usually occurs during a mutual indirect processwhich one party receives an advantage
from the other party and returns it to the othetipi@ant within a certain time. It is the taking
of the risk that goes with assumed reciprocity featds to the formation of trust (Das and
Teng, 1998).

According to Levinger during the unfolding of theationships the exchanges became more
frequent and bigger both regarding their size amel tisk (Levinger, 1980). With the
acceptance of recommendation an extended socidiarge takes place between the
recommender and the recipient of the recommendaéind in addition, also an economic
exchange relationship is established between tbipieat of the recommendation and the
recommended company (that some kind of exchangaaeship already existed between the
recommender and the recommended company is higely).

The interesting question is how the connectingttoasild be grown up or achieved? The
grow up of the connecting trust could be the reefila matching procesgMandjak et al.
2007) between the two organisations and betweemwbegroups of people involved in the
future relationship. This matching process containimteractions and it is typically based on
and begins with the communication (later on the tmgg of two persons. The connecting
trust (the perception together the benevolencealadredibility) relates here at the same time
to the both object of the trust (a person or armoigation). We call awhole connecting trust
when the perception of the partner's benevolena aedibility is simultaneously refers
altogether a person and an organisation. Of cotlniseperson is a representative of the
particular organisation. This whole connecting ttressems to be a condition fundamental of
the establishing an emerging (new) business relstip.

There are several ways (or several scenarios) efnthtching process to gain the whole

connecting trust. One scenario could be from thegmion of the benevolence first and

credibility after and an other could be the oppoditection. About the object of the trust also

two scenarios could be; from the organisation ® ghrson or just vice versa. However the
interesting issue is that how this whole connectingt does come into being about the object
of the trust. More precisely does it form firstthe personal level and after it passes to the
organisational level or it begins at the organas@l level and goes after to personal.



The Videoton Case: Presentation of two emerging relationships

The Videoton Holding has an exciting history whialas started in 1938 when it was
established in Székesfehérvar in Hungary as a tgrigampany in the military mechanics
industry. After the Second World War it has beetiomalised. Over a forty years period
Videoton has been operated as one of the most tergoand largest Hungarian state-run
company. It has changed its profile and becamege lelectronic consumer goods company
covering the big part of the Hungarian market araking an important export activity to the
neighbouring socialist countries and to the USSReiiT products were very popular in
Hungary and in the other countries and his namearbhecwell-known in the socialist
countries. The company became one of the strond@sgarian brands at those times. The
Videoton existed in the mind of people as a largeteonic consumer product manufacturer
meanwhile it had a very important military activiag well. It was not more on the mechanics
field but on the high level of military communiaati. Videoton had a heavy military export
activity but only to the Warsaw Pact countries.tA¢ end of the eighties Videoton had a
considerable turnover and employed more than sixtieeusand people. Just after the end of
communism in 1989 the always state-run Videoton &atbuble crisis. Caused by the free
import of Western and Japanese consumer electratsicesroducts become obsolete and
unpopular and they lost their market and the comgdast its competitiveness. With the
disappearance of the Warsaw Pact its military exmarket is collapsed and Hungary’s new
NATO membership killed its local military sales a®ll. After fired several thousand of
people and before the bankruptcy the Videoton heenlprivatised in 1995. It has been
bought by the today’s owners of the company. The o@ners had immediately stopped all
the money loosing activities it means most of thenafacturing activities and carefully
analysed and used Videoton’s old capabilities aedah to rebuild a completely new
industrial complex.

Today the vertically integrated Videoton is thegkst Hungarian industrial group in local
private ownership offering manufacturing and redatervices for industrial firms. The
company has nine locations in Hungary, one in Bidg¢gtara Zagora) and one in Ukraine
(Mukachevo). Employing 7600 people, Videoton’s awer was 326 million EUR in 2011.
Videoton is a professional, regional, integrateppsier and contract manufacturing company
being the 4th most significant European EMS pravigied the 26th largest globally at the
same time. The company is also a competent muttireodity supplier of parts, assemblies
and modules, a professional regional EMS providih wxtended engineering services, a
turn-key contract manufacturing partner for outsmg and transfer projects and also a
complex service provider for the establishment apdration of industrial parks (Figure 1
illustrates Videoton Holding’s group structure).



1. Figure: Group structure of Videoton Holding in 2014
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According to the purpose of our paper, in the felllg we introduce two differer
relationships of Videoton. In the description weuds on the emergence of se relationships.
There were no direct antecedents of these custatationships. We name the two custon
Company A and Company B, since names of the companies arat relevant in our cas

VT Automotive Electronics and Compar

Videoton’s 25 specialized medium sized subsidiaries provide apiet@ solution to it
business partners from Automotive Industry (39%)usthold Appliances (22%) a
Industrial Applications (29% One of the major activities of Videoton is supptyifior
automotive corpanies which is provided by VT Automotive Electresi The subsidiary’
main cooperation began in 1998 with the French @mpCompany A which ia Tier 1
supplier in the automotive industandstill the most important partner for VT Automoti
Electronts and Videoton Holding as well. At that time Vid®o already had several years
experience in supplyingp the automotive industry. means they were aware of the st
quality requirements of the industry and they Ha&l éxpertise, the manufactig facilities
and the human resouras wel. The whole business of VT Automotive Electronicasvbase!
only on one customer. But 99§, this relationship stalledhey could not develop further,
VT had to look for new customeiThe truth is that theelationship with Company A wasr
created from a natural step in the company's Iife1998, the company still did not ha
adequate capital, liquiditghe financial risk was on the highest level. Thenagang directo
was careful and restrained witte establishment of the French relationship; howedhertwo



CEOs of Videoton have supported it. In fact, thenpany A found VT and not inversely. VT
sent approximately 180 proposals to Company A féerdint locations. The Company A
roughly defined the size of potential partner ahdst actually reached VT. But after
proposals there was no answer. A twist in the imdahip has occurred when the CEQO’s at
Videoton persuaded a manager at upper level at @oyn@a to visit Videoton. The risk
bearing and “go ahead” was paid ofhey have been taken steps without specific customer
needs because they seriously believed in the patdat development and finally, therefore
could the French relationship developed. As thesaflor of the automotive electronics
company nicely formulated that situatioT:His French manager has been arrived, he went to
the machine-shop ... we said him look there wasrthehine-shop and there were thousand
workers, we had been very nicely able to supplyatdomotive electronic industry since six-
seven years and believe we would be able alsolieedeto him. He gave credence to us. |
always say that marketing and sales are about lthatve to sell my capability which doesn’t
yet exist but I'm surely able to develop it wheeréhwill be demand for it First of all they
negotiated about the switches and contacts, thestrehic components. Since 2002 the VT
Automotive Electronics has already delivered tod¥rent locations of Company A (e.g.
Argentina, Brazil, Mexico, China, Turkey, Portug8lpain, Poland, Czechoslovakia, Czech
Republic, and Romania). However for a successflatiomship building there is a very
important condition. It is not just the partner’s interests we needlo@ other side we need a
person who is the engine, the “motor” of everythiSg, people who try...of course, problems
always occur, but the problems have to be solvati@rshortest time. The whole thing has to
go this way. On the other side we need somebodyisMi@ engine; the “motor” of all this
and who believes in it. It is important that we gldoperform well. After this, it works
explained by a senior manager of the company.

Videoton Holding and Company B

The story of this relationship started in 1995. Hméecedents of the relationship go back to
1988, to the Videoton before the transition in Hamyg At that time one of the subsidiaries of
Videoton, dealing with audiotechnics, was in fdiratful relationship with Sony Vega. The
responsible person at Videoton was the same manalgeris the business development
director of Videoton today. They were already nasign the contract about manufacturing
sound box for radio cassette players, but in 198@nwthe political situation in Hungary
became troublous, Sony finally stepped out of thsiness. After the transition the director
started to reveal the old relationship. Sony showddrest and the sales leader of the
component manufacturing division in Japan visitededton. He wanted to sell components
for manufacturing CD players. Videoton had businagsis field but they had commitments
to other suppliers. The Japanese sales leaderomastisusiastic that he had frequent visits —
twice in a year — to Videoton to check the oppadttes. The last visit occurred in the
beginning of 1995. The CEQO’s of Videoton did noppgoart these visits, but the business
development director kept open house. He remempersanager from Sony used to visit us
regularly he wanted to sell us CD pick-ups. We hsaie him that we were producing CD
players but that was the client who determined vidadi of pick-ups must be used, thus we
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couldn’t buy from him. Never mind he came every ged checked how we had developed. A
day he played golf together with the European lmis€ompany B, an other Japanese who
asked him whether he knew an Eastern-European aoynfgamanufacture car radios. This
manager gave him my visit cardlih September 1995, the business development diractt
Videoton got a phone call from the European bosSafipany B. He explained that he was
looking for a partner in Eastern Europe for manufacg car radio. He also promised to send
products by mail and they arrived within 2 weekfieTrelationship with Company B
emerged, the first personal meeting occurred irokt 1995, and manufacturing started in
March 1996. In that year out of the 12.000 emplsya&feVideoton 300 worked in this project
and this number increased up to 550 employeesdfotite total 19.000). This relationship
was significant in added value for Videoton andddsuntil 2002 (Company B had to finish
the project because of quitting the audio divisio&urope).

Caseanalysis

Where are emerging (new) relationships coming frdme analysis of the case of Vidoton’s
two emerging relationships gives an opportunityged some elements of the answer. The
analysis has two steps; firstly the trust buildsognarios and secondly the trigger issues have
been studied.

Whole connecting trust building scenarios

In the case of Company A the whole connecting thuskding process began by different
demands for bidding. At this phase Company A hgokerception about the credibility of
Videoton but not yet about the company’'s benevaemfter receiving several answers
(more than 180 proposals) Company A made sureeobémevolence of Videoton. From our
point of view it means that Company A had a coningdrust but only at organisational level.
And it was not enough to establish a businessioealstiip with Videoton. The turning point
was the visit of an upper level company mangerzak8sfehérvar. It was the occasion for the
manager of the Company A and for the director of Mtomotive Electronics to make sure
of each other’s credibility and mainly benevolenthe connecting trust now established at
personal level too. As a result of this whole catimg trust the emerging business
relationship has been transformed to an establistlatdonship and Company A became the
most important customer of Videoton. This relatlipsalways stays while that manager has
quitted several years ago the Company A.

In the case of Company A the connecting trustljitsas grown up at organisational level and
only after at personal level.

The case of the Company B is an example of andiper of scenario how the connecting
trust is growing up. Here the general manager ain@any B firstly had a perception of

credibility and benevolence of Videoton. It is vemyportant to say that this first personal
level connecting trust has been based on a recodatien. Based on his connecting trust the
general manager of Company B had connected thetaliref Videoton by phone and after he



sent the samples to the company. The two persohseach other only some months later.
Generated by this personal level connecting tmdtthe organisational level connecting trust
have been rapidly grown up. This whole connectingtt made possible the established
business relationship which has worked well dusgixgyears from 1996 till 2002.

What is so important in this situation is that prexception of the organisational motivation
and capability are based on the recommendationtluféhactor, namely the recommendation
of Sony’s manager who had visited Videoton so mangs and who had excellent personal
relationship with Videoton's business developmemédaor. But they have never working

business relationship together.

In the case of Videoton we have examples for twsttbuilding scenarios with the same
result, but the matching process is quite diffeleattind.

What are behind this connecting trust emerginggsse What are the trigger issues to begin a
matching process? How does a new relationship born?

Trigger issues

Anyhow ,the industrial network is a product of ts$story. The actors — organizational or
individual — have memories of their interaction eyrhave made investments in the relations
with other actors; they have developed and investéloeir industrial activities on the basis of
that interaction.” (Hakansson and Johanson 1988.484 the director of VT Automotive
Electronics remarkeglast year the same French manager with whom togete begun the
business with Company A in 1999 came back. Duthirgitne he left Company A and joined
to a telecommunication firm. He came back to usrama we are delivering different rooters
to his company. Telecommunication rooters... Thendo buyer had his come-back. If
someone asks me about customer satisfaction | thiskWhen the buyer comes back while
he works for another companyHere we can see the positive result of a formeectli
personal and business relationship. It is positireen the point of view of the birth of an
emerging (new) relationship.

A manager of the automotive electronics companynhastioned also an interesting example
of the birth of a new relationshipThe purchasing director of this company workednsany
years ago for the Company A. We did not know e#oér @and he had only some information
about Videoton but he knew that we are short liedplier of the Company A. He only
remembered us, they came to audit us. They saiav®Ere good for them. The purchasing
manager said that if we are good for the Comparsingde many years and we have always
big business with the Company A certainly we wellgmod for them. Just because of that.
Now we have yet two or three businesses with tmgpany.” In this situation the positive
result is based only a former business relationshtpvithout real personal contacts.

Industry norms are important trigger issues. Asractbr of automotive electronics pointed
out: [automotive electronics]ndustry culture is different. There are referescd?ersonal

acquaintances, relationships, as mentioned beforeoleeague from the Company A had
changed his company and now we are also producoajers what we have never done
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before. Thus it works like that, what is more impot for a customer it is the
recommendation of an old colleague, etc. Therefibie basis of reference, it is much
stronger then anything else.”

How these personal relationships work or begin twk® Videoton managers gave some
interesting insights of this matching process. @maortant issue could be the feeling inside a
communication interactior)...as you begin a negotiation with someone you fegah whether
the direction of the negotiation is that he/shesasimething just to avoid problems or he/she
asks something because he/she wants to prove dhstlsing couldn’t work’said a senior
manager of Videoton.

Another central issue could be the sympathy. Onih@ftop managers remembered about a
new partner like this,.. he said to me, look my friend, there were maittyer Hungarian
companies but I've chosen you because you wemadise sympathetic guys.”

However sympathy is important mainly at the vergibeing of the matching process but of
course it is not enough. The same top managerigight: “On the other side we need

somebody who is the engine, the “motor” of all thrsd who believe in it. It is important that

we have to perform well. After this it is workihg.means that the key is to find this person
who is the “motor” of the business relationshipltinig and after of its maintaining as well.

To find him it is the question of personal relaships or the management of personal
relationships. Interestingly these “motor” persoosuld be in the new, just nascent
relationship but sometimes they could come fromeotside. For instance a person at a
customer who leaves the company or perhaps thestiydand later he comes back just
because of the good experiences in the past nedip.

Discussion

How does business relationship emerge? Where arentierging (new) relationships coming
from?

The basic idea is that even a new business re#dtiprican not work without trust. Trust is the
basis and the glue of a lasting business relatipnshhe “development of trust is not
primarily to exclude the uncertainties created otiom, but rather to ensure that it is handled
fruitfully” (Hakansson et al. 2009:23). The ememifnew) business relationship is at the
same time both an interactive and a trust builgiragess.

In the case of an emerging (new) relationship thgisg point is that there is not yet any trust
between the potential partners. It is a no trusiasion (Andaleeb 1992) at both personal and
organisational level. Caused and influenced byedhffit trigger issues a matching process
begins between the actors. This matching procestios different types of interactions

which create different types of trust building seeos. As result of these scenarios the whole
connecting trust grows up between the partners Whole connecting trust is the basis of the
establishment of a new business relationship. Anthiis new business relationship the whole
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connecting trust transforms to experienced trusay@i at al. 1995). Figure 2 presents this
process.

Figure 2 Process of emerging relationships

Starting situation Trigger issues Matching process (interactions) Established new
relationship

Connecting
trust personal
level

Trigger o ) Connecting
T Trust building scenarios A

No trust Organisational level BrEAnisational
organisational level
level Ve

Trust building scenarios

No trust Personal level
personal level

Emerging Emerging relationships are
relationships are formed by trust building
coming from trigger scenarios

issues

Source: Constructed by the authors

In the context of an emerging (new) relationshipgérception of the benevolence of a person
is related to the supposed and later proved mativaind readiness to build together this new
contact. What kind and how many efforts or speafitions could be hoped from him or her
to develop this new relationship? Therceived benevolence of an organisatisrclosely
related to its actual network position. More exgadtlis the question of the organisation’s
network identity. This network identity has two dinsions anticipated constructive and
anticipated deleterious effects (Anderson et é@4)9

In the context of an emerging (new) relationshigpghrception of the credibility of a person
consider his or her ability of communication (neégratskills, empathy, and open mindedness)
and of professional problem solving capacity andnéwally of decision making possibility.
An organisation perceived credibilitgepends on its different capabilities. More prelgists
demand and transfer abilities (Ford et al. 2006)marceived. Demand ability means that the
organisation is able “to advise the supplier of tfyge of offering it should produce and to
offer the supplier the volume and type of demarat ih requires” (Ford et al. 2006:65).
Furthermore the transfer ability is about the orgation’s “reliability in providing the
promised type and volume of orders and informatmrihe supplier, or more generally in
managing a relationship (Ford et al. 2006:65).
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Conclusions

What is behind the trust? The important learningmfrour case study is that there is a
matching process. This preliminary matching proie$®lped by different elements. Industry
norms as they were explained by the director ofiltemotive electronics company about the
role of references are one of them. Personal aganmational expectations about the
potential new partner are the other groups of preditions. Recommendations seem to have
extremely high importance. All of these elements altogether to pave the way of the
perception of connecting trust. This perception banachieved by different ways. Either
benevolence (motivation) or credibility (ability§ perceived first at least both must be present
for the connecting trust. As our case show thiswgrg up of connecting trust can begin at
personal level and after arrives at organisatitenad|, that is the case of the relationship with
Company A; or it can be realised in an opposite ,wag/ it is happened in the case of
Company B. However the connecting trust makes apoitant, perhaps fundamental
contribution to the birth of an emerging (new) cuser relationship.

To resume expectations, norms, personal sympathfyatty supported preliminary actions
more precisely preliminary interactions (here thedamental role of “motors” or “engines”)
are behind the trust. They are the elements ofakehing process between the two future or
potential partners. How these people meet eachr dtiethe first time)? What could be
horizontal (from the same industry) or verticab(fr a different industry) by direct or indirect
recommendation? Further possible contribution ef plaper is a better understanding of the
process of the generation and the growth over (Ra@mondo 2000) of the trust.
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