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include regulations and constraints on business, for example exchange rates and
trade regulations.

The interaction atmosphere includes the economic and control dimensions. As
the relationship develops, the parties' views of their relative power may change.
Conflict as well as collaboration may characterise relationships.

Research using the Interaction Approach has concentrated on the interaction
process between the buyer and the seller at the company level. Further work by
the IMP Group has produced another research approach, The Network Approach,
which focuses on relationships in business markets. It is anchored in the
recognition that industrial markets can be represented as exchange relationships
between multiple organisations (Möller 1993). The approach draws its
intellectual content mainly from the notion of inter-organisational resource
dependence, the theory of social structure and exchange, and systems theory.

The Interaction Approach of the IMP Group addresses multiple dimensions of
buyer-seller relationships and identifies the interaction processes between the
relationship parties. Håkansson and Snehota (1995) state that the notion of
'relationship' may be difficult to grasp. They tentatively define it as mutually
oriented interaction between two reciprocally committed parties. However, to
gain a better understanding of the notion of ‘relationship’, there may need to be
more research done on the context and content of interaction processes.

The Relationship Marketing Approach

Another approach, Relationship Marketing, originates from the Services
Marketing research tradition as well as from business-to-business marketing
research within which Jackson (1985a) introduced the distinction between
transaction marketing and relationship marketing.

Services marketing research has recognised the role and importance of the
customer both in consumer and in business markets (e.g. Gummesson 1979). As
early as 1974, Blois proposed an approach based upon buyer behaviour theory. In
1978 Normann introduced the concept of 'the moment of truth'. According to
Normann (1998: 16), "most services are the result of social acts which take place
between the customer and representatives of the service company". In 1985
Solomon, Suprenant, Czepiel and Gutman proposed that the dyadic interaction
between service provider and customer is an important determinant of the
customer's overall satisfaction with a service. Within the field, Grönroos (1981)
had a profound impact on the development of the concept of internal marketing,
and Zeithaml (1981) on the unique consumer evaluation processes for services.

Customer encounter research in services marketing has focused on the
management of customer and employee interactions in service encounters (e.g.
Bitner 1990; Bitner, Booms and Tetreault 1990; Czepiel 1990; Lewis and
Entwistle 1990; Mills 1990; Suprenant and Solomon 1987), on customer
involvement in service encounters and the customer's role in service production
and delivery (e.g. Goodwin 1990; Kelley et al. 1990; Larsson and Bowen 1989).
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one must always be prepared to engage in creative intellectual work, to speculate about
the data in order to have ideas, to try out a number of different ideas, to link one's ideas
with those of the others, and so to move conceptually from one's own research setting to
more general, even abstract level of analytic thought (ibid.,142).

Consequently, both divergent and convergent reasoning and argumentation serve
as tools of the study.

This study utilises abductive logic, first presented by Aristotle under the term
of 'apagoge' (see e.g., Aristoteles 1, 1994). Since then, abductive logic has been
the concern of Peirce (1931-58), Hanson (1958), Thagard (1978), Eco (1979,
1983, 1984), and Bonfantini and Proni (1983). Eco (1984: 40) defines abductive
logic as "the tentative and hazardous tracing of a system of signification rules
which will allow the sign to acquire its meaning".

This kind of approach gives a more central role to empirical data and allows
for more dynamic interaction between data and theory than the deductive or
inductive methods which are traditionally used in marketing research (Coffey and
Atkinson 1996). Abductive logic includes a kind of hermeneutic circle, an
interpretation of facts which one has pre-understanding of (for similarities in
hermeneutic and abductive logic see Eco 1979).

In their presentation of deductive, inductive and abductive logic, Alvesson
and Sköldbergs' (1994) point of departure in abductive logic parallels Chomsky's
(1968) idea of the origin of abduction. According to them, abduction mainly
starts with the 'raising' of empirical data to the theoretical level (from surface to
deep structure). The differences among deductive, inductive and abductive logics
are depicted in Figure 2.

         

Theory
(deep structure)

Empirical regularity
(surface structure)

Phenomenon

Deductive Inductive Abductive

Figure 2: Distinction between deductive, inductive and abductive logic.
(Modified from Alvesson & Sköldberg 1994)

In the study at hand, abductive logic has followed the path described in Figure
3 below. My experience of business relationships in practice, my Master’s thesis
(Mittilä 1993), and a conference paper based on the empirical findings of my
colleagues and myself (Lehtinen, Hankimaa, Mittilä 1994) served as pre-
understanding for the focal research. The literature review was energised by
writing and presenting papers in conferences, and the feedback on those papers
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the context, and especially the deep content of business relationships, are studied
to a lesser extent empirically.

After the initial interviews with the representatives of the supplier company, I
conducted interviews between August 1996 and September 1997. The supplier
representatives of each relationship were interviewed before interviewing the
customer parties.

The managing director and the marketing director (main owner of the case
company) were individually interviewed. The division manager, the manager of
maintenance and the sales manager gave their interviews separately in the
Avionics Division. The director, as well as three project managers, of the
Installation Division were interviewed one at a time. In addition the division
director, a system specialist and a product manager were interviewed separately
in the Special Systems Division. In the Service (Petrol) Station Systems Division,
however, interviews were conducted in groups, at their request. The division
director gave an interview with the marketing manager, and the other
interviewees from the division (the sales manager, the manager of technical
department, and the product group manager from the automation service
department) were interviewed together. In all, 18 people in the supplier company
were interviewed in 19 different face-to-face contacts.

For 11 case-studies on the customer side, one representative of each customer
organisation was interviewed. The respondents were identified as key informants
by the supplier party. In Teboil's case, the three representatives gave their
perspectives together in a group interview while other interviews were individual
ones. Thus, a total of fourteen customer representatives were interviewed. The
interviews took place on the premises of the respondents.

In addition to the information collected in the interviews, some of the
respondents also provided me with written documentation concerning their
companies. Instrumentointi's annual reports and a book about the history of the
company provided further information, as did their brochures and organisation
charts (not provided by every division). Furthermore, from the Avionics Division
I received some material concerning technical information, products, licenses,
etc. In the Installation Division I had the opportunity to get acquainted with the
documentation of their quality system.

Of the customers, Esso, Neste and Teboil made their annual reports available.
The companies belonging to the Metsä-Serla pool provided me with different
reports on Metsä-Serla and Metsäliitto. Furthermore, with Tako and Kyro, as well
as Finnair and the Neste Oil Refinery, short tours of the premises were given.

In the data collecting phase, in addition to the interviews and the observations
(which were not systematically documented), information was also gathered by
using two quantitative measures11. In the case of Esso, where the organisational
structure resembles that of Teboil, two key persons were not interviewed but they
filled in the questionnaire cards.

                                                          
11 See Appendix 4.
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respondents. In the first categorisation of the roles, respondents were classified
according to the responsibility they held in their organisations. Twelve
evaluations came from people in positions of strategic responsibility while the
others (21) came from people with operational responsibility. In the second
classification, evaluations were categorised according to the type of the
respondent's occupation: eight with commercial occupations, 14 with technical
occupations, and 11 with administrative occupations.

In the next phase, qualitative and quantitative data were brought together. The
analysis and interpretation of the data gave new insights into the theory of
business relationship. The importance of context (i.e. factors outside the core
relationship) to the focal relationships was so obvious that it needed more
theoretical elaboration. Respondents' different opinions and perspectives on the
focal issues, as well as the ways in which relationship parties perceived their
environment and ensured their own existence and benefits, emphasised the role of
evaluation in business. Bargaining and negotiating also came up strong in all of
the focal relationships. Consequently, these concepts also needed to be addressed,
which brought me to a new search for theoretical knowledge.

The reasoning behind the new Relation Trine model was based on the existing
literature and on the empirical data. For every concept, the research process
included the development of tools for their empirical analysis − dimensionalising
and modelling. The next phase of the process was the coding of the data using the
concepts and their dimensions, and the re-analysis and re-interpretation of the
data from the new perspective.

Another issue that came up during the research process was the concept of
relationship. In the literature, terms of relation and relationship seem to be used
as synonyms. However, in the empirical study, not all of the focal relationships
seemed to fulfil the characteristics that have theoretically been labelled as those
of a relationship. Consequently, a theoretical review was made to elaborate the
phenomena and terms of relationships.

2.4.3 Assessing the Methodology

The role of the researcher is essential in a case study. The methods one chooses
for collecting the data dictate the level of analysis. For me, the main method was
the interviews based on the theoretical literature. The interview guides made sure
that all the theoretically interesting topics were covered in every interview. On
the other hand, the interviews also enabled the collection of information that did
not fit my theoretical pre-understanding.

In the individual interviews the interactions between the respondents and
myself varied to an extent. Some respondents were open and eager to discuss
while others strictly answered the set questions. In the group interviews, the
group dynamics at first produced some uncertainty as to the roles of the
respondents but it also provided different perspectives on the same object. Thus,
information on their intra-organisational relationships was transmitted to me not
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only verbally but also in an observable form. The fact that the interviews were
conducted on the respondents' premises enhanced my understanding about both
the physical and mental reality in which the focal relationships exist.

Due to the ambiguity of vocabularies in the qualitative research of marketing
science, my wish in the study was to obtain empirical information that could be
compared at some level of 'objectivity'. Therefore, in addition to the free verbal
information from the respondents, they were asked to fill in cards with text and
boxes. At that stage I did not use any numbers on the card concerning
relationships, in order to avoid provoking any ranking of characteristics.
However, the respondents were asked to fill in the cards only after the interview,
which might have influenced their assessments. Despite that, the information
gathered with the cards enabled me to cross-check their verbal statements and
quantitative assessments of the issues. Furthermore, by using a quantitative
analysis I could make observations concerning both the empirical reality and the
concepts and their relationships. By using the formal language of mathematics,
less interpretation is needed, due to the fact that there is a fairly unambiguous
understanding of it. Results can also be presented in a more condensed form than
by using the linguistic language.

The data analysis method enabled me on the one hand to empirically verify the
theoretical concepts of the models in a new empirical context. On the other hand,
it revealed a theoretical gap in the theory of relationships. All in all, in this case,
abductive reasoning generated new ideas for the marketing theory.
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key people include those responsible for technical issues in the customer units
and a person responsible for both technical and economic issues on the supplier
side.

Individuals in organisational relationships occupy different positions and roles
in their respective organisations. The diffusion of the respondents' occupations
(the ones who assessed the focal relationships) is presented in Table 3. Those in
commercial occupations are sellers or buyers while those in technical occupations
are responsible for the production. The rest of the respondents work in
managerial roles.

RelationEvaluator's
occupation

A1 A2 A3 B1 B2 B3 C1 C2 C3 D1 D2 D3

commercial

technical

managerial

1

2 2

1

1

2 2 2

2

4

2

3

1

2 1

1 2 2

N = 33

Table 3: Occupations of the focal respondents.

The roles of the people involved in the relationships also differ according to
the responsibility they have. The worker level of the relationships is usually
responsible only for their own work. Operational responsibility exists, to some
extent, at the supervisory level and, to a larger extent, at the managerial level.
Depending on the company, strategic responsibility may also exist at the
managerial level. At the top level of the business unit, people always have
strategic responsibility for their activities.

The role(s) and occupation of the human actor affect their activities in the
relationships as well as their perspectives. This was clearly identified in the study
and will be discussed later in the analysis. The finding verifies the assumptions of
Ring and Van de Ven (1994).

3.3 Resources in the Focal Relationships
From an organisational perspective, all resources in business relations are
fundamentally economic. A classification of financial, organisational, technical,
human, legal, and social resources is used in this analysis. This differs from
Grant's (1990) classification in that technical resources include both physical and
technological resources (as sub-categories) and social resources include
reputation resources (as a sub-category). The reason for selecting the above
classification was that, in this context, a clear distinction between physical and
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Industry mean 

Avionics
Installation
Service station
systems

Special systems

Total

Price elasticity

4.71

3.86

5.17

4.21
4.18
4.25

1= high
7= low

3.50

suppliers
customers       

Relation
A1 A2 A3 B1 B2 B3 C1 C2 C3 D1 D2 D3

high

Price 
elasticity

1

2

3

4

5
6

7

1

2

1

1

1

1

2

2

1

1

1

1

1

2

1

1

3

1

1

2

2

2

1

1
low

N = 33

Table 6: Price elasticity in the focal divisions and evaluations of it in different
relationships18.

Organisational resources are defined here as resources that cannot be
separated from the relationship party. These kinds of resources include quality,
capacity and collective competence of the supplier. The customers perceived
these, as well as the competitive price level, as being most important for future
interaction in the relationships. The supplier party was attracted by the customers’
trading potency.

The respondents were asked to evaluate the emphasis of product quality and
interaction quality in the relationships (focal relationship/card 2). The
assessments presented in Table 7 indicate that both qualities are important.
However, in the relationships of industries other than installation the emphasis
was on product quality. The evaluations of supplier representatives and customer
representatives did not significantly differ. Neither did evaluations differ
according to the responsibility of the respondent. However, evaluations of the
quality dimension differed significantly according to the occupation of the
respondent  (p = 0.032).

                                                          
18 Two tables are presented under one title to save space. In case of significant differences,
further information is presented in the second tables.
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Industry mean 

Avionics
Installation
Service station
systems

Special systems

Total

Quality dimension

7= interaction

2.57
3.17
2.93

2.17

2.76
2.65
2.88

1= final product (goods or service)

suppliers
customers        

Evaluations of quality in the focal relationships 

Values
Evaluator's 
occupation

commercial 

technical 

managerial

1 2 3 4 5 6 7

1 = quality of product (goods or service)
7 = quality of interaction

N = 33

3

2

1

9

3

3

1

2

2

1

2

2

2

Table 7: Perceptions of the quality dimensions in the focal relationships.

The parties' relationships with other organisational actors (networks) belong to
organisational resources. The respondents perceived the impact of their own
company's relationships to be greater than the impact of their counterparts' other
relationships. No significant differences at the relationship or industry level
emerged in the evaluations (focal relationship/card 1) that are presented in Table
8.

Industry mean 

Avionics
Installation
Service station
systems

Special systems

Total

customers
suppliers

Own company's other relationships

2.91
2.88
2.94

3.14
2.50

3.14

2.50

1 = no impact
5 = critical impact

        

Industry mean 

Avionics
Installation
Service station
systems

Special systems

Total

customers
suppliers

Counterpart's other relationships

2.45
2.41
2.50

2.86
2.33
2.64

1.67

1 = no impact 
5 = critical impact

Table 8: Perceived impacts of the parties' other relationships on the focal
relationship.
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In the theoretical literature, customer service is seen as a major element of
relationship marketing (Christopher, Payne, Ballantyne 1991). Here, we must
make a clear distinction between the contents of the concept of service. In
marketing theory, the concept has two meanings: in services marketing theory,
service is seen as a core product which is exchanged and may be compared with
goods that are exchanged while in relationship marketing theory the concept of
service includes the competitive advantage, extra value for the relationship party.

In the focal relationships, service, in the sense of extra value, best materialises
through the supplier's flexibility as in the relationship with Finnair (A1), for
example, where a device was repaired overnight. Another form of service is
information transfer. Getting information which could affect decision-making
was seen as good service by the respondents. At the individual level, service
materialises in situations when people get advice on some issue that is not strictly
related to a focal task.

Relationship Related Operational Activities

Supplier
Activities

Mutual Customer
Activities Activities

Receiving and
sending goods sending goods

Receiving and
Invoicing Payments

Ordering

goods and services

delivery times

costs for the customer
Communication within

the supplier unit
Communication with 

co-suppliers

Physical production of

Evaluation of

Evaluation of Reclamation

Giving instructions 
Quality control
Economic control

Economic control

Communication within 
the customer unit

Communication with
co-actors in a project

Evaluation of the
trading potential

Product development
Project implementation 

Negotiations of  price
and delivery times
(work routines)

Information exchange
of user experiences
and technical issues

Supplier initiated contact calls
Personal social contacts

Conflict-resolution

Table 14: Operational activities in the focal relationships.

In the respondents' evaluations (focal relationship/card 2) of the role of
service on the focal relation, no significant differences occurred. In the
relationship with SEO (C3), customer service played a small role while in other
relationships its role was greater. Interestingly, in the relationship with Teboil
(C2) the three supplier representatives assessed the role of service to be a
category higher than the three customer representatives did. The assessments of
the role of customer service activities in the relationships are presented in Table
15.
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4.2 Attraction in the Focal Relationships
In the focal relationships, the concepts of attraction, trust and commitment are
perceived differently by the respondents. Consequently, the best way of
introducing the empirical materialisation of the concepts seemed to be through
direct quotations. Such abstract terms as attraction and trust seemed to have many
meanings among people.

Attraction in the focal relationships materialises at two levels. At the
collective level, attraction is based on the potential that the other party creates.
This encompasses the 'hardware' of the actors, i.e. the physical and human
resources and the resources created through a relationship. Personal attraction
materialises at the individual level. This finding supports Alderson's (1957)
suggestion that a distinction between subjective and objective factors in attraction
is pertinent.

At the individual level, the personal attractions of the actors in a relationship
influence the quality of intercommunication. In the study, the supplier
respondents described the realisation of personal attraction as follows:24

"There are some people with whom you are not eager to chat with.
Those people want to show their power by grasping inessential matters,
behaving pointedly, trying to avoid paying for extra work, etc. You avoid
meeting that kind of person."

"There are people with whom the relationship just does not work. There
is no quarrel, however. It would be quite easy to improve relationships
with people by visiting them, by just being visible. However, without a
project, you don't feel comfortable visiting them. If you are not
friends/work-mates, the idea of making contact does not occur to you. On
the other hand, you visit some company just because you have a friend
working there."

"You have known for many years that you should change. Somehow you
just don't find the time to make a call. There are people you don't want to
listen to because they say negative things about their own work mates. In
one company, relations between departments are very inflamed. We have
to work with all of them. It is rather stressful to listen to their complaints
about each other. Furthermore, visiting one of the people without visiting
the other  also affects the relationship with the latter."

The above statements highlight the role of feelings in personal interaction.
Both cognitive and affective aspects have an impact on individual behaviour in
relationships.

In this study, attraction was measured with the operational concept of the
willingness to take care of the existing relationship (focal relationship/card 2). It
was evaluated by the respondents as depicted in Table 17. At the relationship

                                                          
24The respondents are not identified as it is irrelevant to know who said what.
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risk and look at the references. Usually, in the case of a new firm we know
the people involved. At the human level, the first impression about the
person and their personality plays a substantial role. In the later phase,
the fulfilment of agreed issues is the key. Furthermore, flexibility of the
supplier is important."

"First we see whether they can be trusted to keep the promises they
have given. The second issue is money: we don't want the other party to get
us into trouble. We want to find out whether the supplier has the
competence, the capacity and the willingness to serve us. This, together
with the existence of licenses and other necessities, is found out before
starting a relationship. If all this works out, some small tasks may be
bought from the supplier to test the functioning in practice. If everything is
alright, the volume is increased and the situation is followed. For us,
references are important. Should somebody we know, for example,
Swissair or SAS, not use the company, we would be alert, too."

"References, security class, people working in the firm, their
competence. Economic solidity of the firm."

"One base was the reference of the Defence Forces. Additionally, the
history of the company, the gradual conquering of know-how in several
branches, the development steps taken by the company. In the later phase,
the keeping of deliveries and agreements, together with the seamless
collaboration, experience."

"Starting from the dairy shop level, gossiping with colleagues provides
information about suppliers. And of course, companies have some kind of
reputation spreading around."

"The acquaintance of the supplier and their ability to deliver systems
that are trustworthy and qualified. Word of mouth and the offering
process. In the later phase, experience."

"In the later phase of the relationship, trust is based on accomplished
functions. Work is done properly, products are qualified, invoicing is right,
information is accurate; it is transmitted, and documentation is well taken
care of. In case of minor failures, issues are discussed with the supplier's
personnel responsible for the issue.  In our supplier category A,
trustworthiness is expected. Usually, we trust them unless something
happens to prove otherwise."

"Trust is based on openness and honesty."
 "In the first place, you get acquainted with the product. Then you find

out the need for the product. Also, the style of the selling person affects it.
The style of a salesperson selling high tech must differ from that of one
selling leather mittens. However, salesperson must be businesslike."

Drawing from the answers, it can be seen that trust must exist even before a
relation is initiated. Customers evaluate the trustworthiness of potential suppliers
before engaging in transactions. It may be concluded, however, that trust is a
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prerequisite in business. Trust alone cannot create competitive advantage in the
markets.

The supplier representatives' perceptions of the basis and the development of
trust were the following:

"At the beginning there is no trust but two centimetres of paper and an
A4 binder which ties the hands front and back. That means, with an
unknown supplier, the contracts are very binding and sanctioned. Little by
little,  trust is increased by learning that the other party acts as promised."

"In our case, trust is based on our ability to manage big and
multifaceted projects, on the technical issues. Of course, personal
relationships affect it, too. It has happened that our employee has started a
firm of their own and taken with them a customer who has known and
trusted him. Workers change employers, too, but mainly because of
money."

"Trust is the basis for future interaction. In this case, trust has
originally been based on the personal knowledge of individuals. And I
think it is still based on the same. We trust in some people's ability and
willingness to take care of things."

"In this case, I think culture has been the basis. Our culture has been
similar to that of our main customer, whose culture in turn is pretty similar
to that of the focal customer. From our viewpoint - the customer as a
member of the state government whose culture we know from experience -
has not been perceived as problematic."

"The past of the potential party together with the behaviour during the
first presentation of the company and its products. How the issues are
brought up. Can the seller draw a convincing picture of the company's
ability to produce the proper solution to a customer's problem. This is
heavily dependent on the personalities of the company representatives.
There are people who are technically skilled but lack ability as a public
performer."

"Trust is also created by the willingness to serve, the manner of
delivery. Do you get equipment for free testing, or do you have to buy it? Is
the device just mailed to you or does the supplier deliver it personally,
maybe helping with installation, etc. And of course the personnel of the
company."

As the quotes above indicate, trust exists at two levels: the organisational
(collective) and the personal (individual) as suggested by Wilson and
Mummalaneni (1988). This has been also identified in the studies of Halinen
(1994) and Järvinen (1998). The relationship of these two levels and their
meaning in the focal relationships were described as follows:

Customers:
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three giant corporations in the Finnish forest industry. Despite the lack of
perceived dependence, the supplier admits that one foot would be lost if this
relationship was lost because 99 % of the supplier's trade is domestic.

In the relationship with Police School (D1) the supplier does not consider
itself dependent on the customer because the financial effect of the relationship
on the business is not great. However, the importance of this customer lies in its
reference power and in the development potential of technical competence
through the project. The customer considers itself dependent on the supplier due
to the holistic nature of the delivery. Should the relationship break up,
considerable efforts would be exerted to make the second and third phase of the
project match the first part delivered by the supplier.

In the relationships with Merita (D2) and OKO (D3), the supplier's perception
is that, with respect to revenue, there is no dependence on the customers. On the
other hand, they have potential – they may implement new equipment or a new
service for their customers, and then there may be something for the supplier, too.
The representative of Merita states:

"Actually, we are not dependent. In some time frame, another supplier
will be found. In some equipment there are many competitors with the
supplier, mainly foreign. The supplier has the competence, the know-how
that is valuable to us."

The statement of the representative of OKO is:

"We are not dependent on Insta (the supplier) outside the fact that our
system, which is common to all banks, ties us to the supplier to some
extent."

The respondents also evaluated their dependence on the other party by using
the quantitative scale. In the individual evaluations there were no significant
connections with the relationship or the industry.  Neither were the differences
significant in the evaluations of the representatives of the supplier and the
customers. Also, the responsibility of the respondent or their occupation was not
significantly related to the perception of the dependence.

The perceived dependence on the other party (focal relationship/card 2) had a
connection with the issues of attraction, the role of trust in the relationship, and
the degree of commitment. The result of the cross-tabulation of the dependence
on the other party and attraction is presented in Table 20. The relation between
the variables was significant (p = 0.028).
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Industry mean 

Avionics
Installation
Service station
systems

Special systems

Total

Legislation

3.71
2.67
2.57

2.50

2.82
2.82
2.81

suppliers
customers

1 = no impact
5 = critical impact

     

no impact
minor impact
moderate impact
major impact
critical impact

N=17 N=16

3
1

supplier customer

5
6
15

4

5
3

Evaluations of the impact of legislation on focal relationships
Evaluator

Perceived impact

Table 25: Perceived impact of legislation on the focal relationships in different
industries.

In the avionics industry, which is highly regulated, licenses and manuals set
boundaries for the service of the supplier party. Thus, customers can be served
only if the supplier is authorised to handle certain activities. In the installation
industry, different kinds of security regulations play a part in the focal
relationships. Additionally, as in the relationship with Neste (B3), the customer
ensures that the official fees and duties to the state are paid by the supplier. In the
oil industry, the laws and regulations also affect the ways of acting so that, for
example, SEO (C3) has to buy fuel from a Finnish company, Neste, while the
other focal customers are allowed to import the fuel.

The parties in special systems perceived the smallest impact of legislation on
the focal relationship. In the bank relationships, information security has its strict
regulations and that is why the relationships actually exist. Also, the relationship
with Police School (D1) is totally dependent on regulations and institutions.

In the evaluations concerning legislation, there was a relation between the
relationship party and the perception of the impact on the focal relationship (p =
0.049) at the respondent level. Also, the higher degree of commitment and the
higher impact of legislation were related (p = 0.042), while there was no
significant relation between the perceived dependence on the other party and the
perceived impact of legislation.

In addition to governmental regulations, the focal relationships are regulated
through acquisition instructions and quality standards, among others. In the big
companies such as Neste, Esso and Teboil, acquisition regulations compel the
units to send invitations of tender to more than one potential supplier. In the
public sector there are standard instructions for acquisitions.

The relationship parties also create regulations and instructions with different
contracts and agreements. Written agreements or contracts existed in every focal
relationship with financial exchange (i.e. SEO excluded). In the relationship with
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Finnair (A1) there is a general agreement, while in the relationship with Esso
(C1) a service contract of four years is agreed upon. In other relationships, every
transaction is documented by a written contract in which the rights and
responsibilities of both parties are settled.

Other kinds of regulations are quality systems and standards. Discussed
separately earlier, today they have become, to a large extent, institutionalised.
They may be industry specific like in avionics, actor specific like in service
(petrol) station systems, or relationship specific such as in the relationship with
Neste (B3) where the customer requires, instead of a holistic system, certain
elements of a quality system to be in order. Furthermore, in the projects and other
deals, technical specifications and drawings serve as instructions for activities in
the focal relationships.

5.3 Collaboration in the Focal Relationships
All the focal relationships with financial exchange (i.e. SEO excluded) were
collaborative to some extent. In avionics, the lending of manuals, contractual
symbiosis (such as in the case of the supplier division and Finnish Air Forces),
and technical and industry consultation are operational forms of collaboration.
Also, the personnel of the above relationship and the parties of the relationship
with NBI (A3) have undergone professional education together.

In the installation industry, collaboration manifests itself in the supplier’s
bases on the customers' premises, the lending of tools and equipment to each
other, and the different projects. In projects, collaboration usually also involves
parties other than those in the focal relationships. On the construction premises,
competitors collaborate to ensure that the projects will be ready on time and
avoid losses.

In the service (petrol) station systems, collaboration is needed to maintain and
develop the technical systems that also bind different actors to collaboration. In
the relationships with Esso (C1) and Teboil (C2), collaboration is needed in
developing the software. In the relationship with Esso, contractual collaboration
concerning the maintenance of the dispensers and payment terminals also exists.
Furthermore, the parties collaborate in marketing the supplier's goods and
services to the customer's organisation. In the relationship with Teboil (C2), the
lack of collaboration at the commercial level seems to have a negative impact on
the relationship. In both the above relationships, intra-organisational
collaboration is extremely important; failures immediately influence the inter-
organisational relationships. In the relationship with SEO (C3), collaboration
between the parties seems to be essential for the supplier’s trade with the service
station owners of the cooperative. Because collaboration between the supplier
and the bistomer does not work, trade with the buying customers is difficult due
to the bistomer's reference power.

In the focal relationships of the Special Systems Division, collaboration
materialises differently. In the relationship with Police School (D1), collaboration
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Figure 10: Inner and outer contexts of a supplier-customer relationship.

The networks are identified as outer context by Anderson et al. (1994), Salmi
(1995), and Alajoutsijärvi and Tikkanen (1998). However, in the
conceptualisation of this study they may belong to both inner and outer contexts.
Under the concept of embeddedness, Halinen and Törnroos (1998: 193) have
identified a micro net which refers to a distinct business activity carried out as
teamwork among several actors, and a macro net which includes the political,
regional or infrastructural network that plays an important role in the micro net
and its activities. In the conceptualisation of this study,  micro net is understood
as the content and the inner context of network relationships while macro net
refers to the outer context.

Gummesson (1999) discusses market, mega and nano relationships. Market
relationships are those between and among suppliers and customers or their
symbols. Mega relationships are above market relationships: personal and social
networks, alliances and mega alliances and mass media relationships, for
example. Nano relationships exist below market relationships. Examples of those
are internal customer relationships, relationships with the 'employee market' and
owner and finance relationships. Gummesson's relationships provide an external
and internal context although they are pointing to the fact that external and
internal are not clearly delimited categories but rather perspectives with fuzzy
boundaries.

 Concerning the sub-dimensions of inner and outer contexts, the findings of
different authors are presented in Table 28. According to Flanagan and Weber
(1974), the macroeconomic and microeconomic features of product and labour
markets can affect the behaviour of the relation parties and the outcomes of trade
negotiations. These features are included in the industrial context of this study.
Furthermore, they find that the external or outer context also includes the
political, social, technological and public policy contexts of supplier-customer
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%�����!��� !"� ���� �)������� �!�����&� 4)������!�� � ��� ���� "!���� ������!������ #���
������ D@>E � ���� ���)��)��� !"� ���� �)��!���� �!��!����!�� ��"�)������ ���)���!��� ��
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���� �)����� !"� �������� ��� �)��� ������&� 3!#���� � ��� ���� ������� ���� � ���� �������
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��%)���� ��������)����!�����%���!�������!"�����"!!%���%)�����%�""���"�!������!����
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���� �)��)������ !"� ��%)������� ������ �!� �""���� ���� ������!��&� 3!#���� � %������
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contextual factors. This means that the parties cannot commit themselves to long
term economic exchanges but must operate on transactional terms.

The role of the economic context was seen in the recession in the early 1990s:
in the relationship with Neste (B3), the supplier lost all the projects to its
competitors while in the relationship with OKO (D3) the parties had negotiated a
deal that was then cancelled due to the bad economic situation. Economic context
has also had its impact on the supplier company. The number of financiers has
grown, and so has their role and importance. An example is Kyro (B1) where, at
the bank's demand, the customer had to outsource the maintenance and repair of
the machines.

Changes in coins and notes, and the forthcoming change in currency within
the EU will have a major impact on the activities in the service station systems
relationships. Payment terminals must be updated, which requires collaboration
between the relationship parties.

Temporal Context

Temporal context is the underlying factor affecting the focal relationships. Time
creates, maintains, and enables change in other contexts which, in turn, affects
the resources and activities in a relationship. Over time, the individuals in the
relationship parties get to know each other, which has its impact on daily routines
as well as on commercial intercommunication, conflict solving, etc. Furthermore,
time may cause a re-interpreting of the relationship by the actors because of
changes either in the people involved or in the context.

To study relations between contextual factors and the role of the time
perspective of planning in the focal relationships29, the answers given by the
respondents were cross-tabulated. The results are presented in Table 29 and Table
30. The perceived time perspective was related, to some extent, to contextual
factors. The strongest were the connections with financial markets (p = 0.327)
and technology (p = 0.323). Connections with human resources (p = 0.150) and
suppliers, raw materials and energy (p = 0.106) were weaker. The perceptions of
the time perspective were not significantly connected with the perceived impact
of the relationships of their own company (p = 0.001), the counterpart's other
relationships (p = 0.039), the evaluations of the competitors' activities (p =
0.000), or the evaluations of the impact of legislation on the focal relationship (p
= 0.017). It may be concluded that financial and technological changes over time
are the most important contextual factors that affect the focal relationships.

The future of the focal relationships is highly embedded in time, as are the
changes that emerge in other contexts. These findings are in accordance with the
ideas of Halinen and Törnroos (1995: 1998) who have suggested a relational time
concept for business studies. In my model, time is related to all other contexts of
a supplier-customer relationship.

                                                          
29 The results of the assessments have been presented earlier in the report.
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Evaluation is an activity or a series of activities that comprise the formal
and informal perceptions by the parties involved, and the assessment of the
impact of the perceived object(s) on the focal issue32.

Evaluation is, to a large extent, based on the comparison (disconfirmation)
between a comparison standard and the actual experienced outcomes (see
Grönroos 1982). Comparison standards in the creation phase of a relationship are
mainly based on expected or presumed outcomes, goals, or desires. In the further
phases of a relationship, comparison standards include the previous history of the
relationship and may vary with the delights and disappointments to various
episodes experienced in the relationship (cf. Lehtinen and Järvelin 1995).

Regardless of the existence of prior experience or acquaintance with one
another, the parties in a potential exchange evaluate each other and the outcomes
that may result in engaging in an exchange with the other. The parties have to
decide whether they expect to gain more by bargaining than they would without.
Parties must believe that each has something of value for the other. In their study,
Nijssen, Douglas and Calis (1999) concluded that companies only look for
trading partners infrequently, and may not feel it worthwhile or necessary to
develop formalised search or evaluation/selection procedures.

Depending on the comparison level of the party (Thibault and Kelley 1959),
"the standard against which the member evaluates the 'attractiveness' of the
relationship or how satisfactory it is" (ibid.,  21), the parties evaluate different
elements of the relationship. Thibault and Kelley seem to refer to existing
relationships. In business, however, pre-relation evaluation is important. Al-
Khalifa and Peterson’s (1999) main finding in their study was that the critical
factors in international joint venture partner selection criteria are related to the
reputation, experience and personal knowledge of the partner organisations as
well as to some of the personal characteristics of their Chief Executive Officer
(CEO).

In her study of perceived quality in business relationships, Holmlund (1997)
has identified economic, technical, and social dimensions that are evaluated in a
relationship. An additional dimension, namely the ultimate dimension, has been
identified by Szmigin (1993), Halinen (1994) and Venetis and Kasper (1996).
Andaleeb and Basu (1994) have identified a factor that was not identified by
Holmlund; in their study of a customers' assessment of the service quality of an
automobile service/repair facility, fairness was found to be an important
determinant. Its importance is dependent on the complexity of the task involved
and the customer's knowledge ability. The notion of fairness implies distributive
justice where each actor in an exchange gets what they deserve (Oliver and Swan
1989) or that all parties receive benefits that are proportional to their investments
(Homans 1961).
                                                          
32 In the narrow meaning of  activity, evaluation is always a series of activities because
perception and assessment of a perception are two different activities. For the sake of
simplicity, a one-time evaluation made by one person is considered a single activity in this
study.
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For the purpose of this research (including the studies of both Järvelin and
Mittilä), Holmlund's classification of the four major evaluation objects is suitable.
Economic issues are pertinent in the focal case in accordance to technical issues.
Human individuals affect quality and quantity of intercommunication without
which relationships do not exist. Ultimate dimension encompasses the holistic
perception of a relationship. Following the division of a holistic relationship into
episodes, the objects of evaluation were identified both at the episode and the
relationship level.

6.4.2 Analysing Evaluation

Earlier research concerned with supplier-customer dyads between individuals has
revealed many factors that are perceived and assessed by customers. The
perceptual variables that appear to contribute to dyadic similarity include attitude
congruence on several dimensions (Evans 1963 and 1964), the degree to which
the prospect's expectations of the appropriate salesperson's role are fulfilled, i.e.
role congruence (Evans 1963; Tosi 1966), personality commonalties (Mathews,
Wilson and Monoky 1972), perceived expertness (Evans 1963; Woodside and
Davenport Jr. 1974; Busch and Wilson 1976), and product usage similarities
(Brock 1965; Woodside and Davenport Jr. 1974), all of which relate to the
prospect's orientation toward the salesperson (Riordan, Oliver and Donnelly
1977). Some studies (e.g. Brock 1965; Tosi 1966; Mathews et al. 1972;
Woodside and Davenport 1974; Busch and Wilson 1976) suggest that perceived
similarity between parties in a dyad is a factor that increases a salesperson's
effectiveness or the incidence of co-operative (mutually satisfactory) responses.

In industrial supplier-customer relationships, evaluation usually involves
many evaluators. Due to the different roles, experiences, personal characteristics,
etc. of the evaluators, their perceptions and assessments regarding a certain
relationship or its elements may vary, both inside the parties' organisations and
between the relationship parties. The evaluators may perceive and assess the focal
object as negative, neutral, or positive, depending on the factors mentioned
above.

In their paper, Holmlund and Strandvik (1997) have presented a configuration
map of the perceptions by two parties. Here, starting from a division into positive,
neutral and negative perceptions the idea is further developed. Evaluations may
be harmonious, with the parties having the same view of the object; they may be
disharmonious, in which case the perceptions and/or assessments slightly differ
among the evaluators; or they may be dissonant, with the parties having totally
adverse perceptions and/or assessments of the object. The different possibilities
in case of two evaluators are presented in Figure 12. The degree of similarity with
which the parties perceive the object under scrutiny is, in this study, called
evaluation synchrony.

Depending on the importance of the object under scrutiny, the weight of the
individual evaluations may vary. Järvelin and Mittilä (1996) have identified three
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In the installation industry, customers evaluate the supplier's work.
Competitive suppliers hear of each other's successes or failures in some project
by word-of-mouth. Every project in the industry is finished with a meeting where
the final settlement of the project is accomplished. Financial plusses and minuses
recorded during the project are compared to the contract and the final payment is
agreed upon. This evaluation is made by those responsible for the project. After
the project's official proceedings are done, the supplier party invites the
customer's decision-makers to a social evening, usually a sauna, where positive
feedback − which otherwise is not a part of the Finnish mentality − can be given.
This occasion is also seen as a start for the supplier's next project.

The intra-organisational evaluation is concerned with both external and
internal objects. The general development of industries and markets is
continuously evaluated by the suppliers and the customers. In the supplier
company, evaluation of the future of the customers is essential for business;
changes in key personnel, for example, should be foreseen early enough. Internal
evaluation may include the customer orientation of salespeople and maintenance
personnel. As the supplier representative put it: "no systematic measurement of
the customer orientation of the personnel exists, evaluation of that is based only
on negative feedback given by customers."
Evaluations serve as the basis for decisions. For instance within the Service
(Petrol) Station Systems Division, impressions gathered by the marketing and
sales people are discussed yearly before translating the future expectations into
budget allocations. Evaluations of the resources in projects are needed.
Additionally, in relationships, economic aspects are evaluated − do parties need
face-to-face contact rather than a phone call and does the supplier need one or
two people at a customer meeting?

The outcomes of the evaluations may have an effect both on operational,
episode-specific activities, and on strategic, relationship specific activities. The
activities may be one-sided or mutual adaptations, and bargaining over the issues.

6.4.3.3 Evaluation Synchrony in the Focal Relationships

Evaluation of the Focal Relationship

In the study, the people responsible for focal relationships were asked to evaluate
certain aspects of their relationship34 as well as the impact of factors outside the
focal relationship. The objects of evaluation in the relationship were based on
issues discussed in the relationship marketing literature.

The respondents were asked to evaluate, on a seven-category scale35, the time
span of planning in the relationship, the role of price, the communication, the
                                                          
34 For more about dimensions and characteristics, see Lehtinen at al 1994.
35 See questionnaire in Appendix 4.
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willingness to take care of the relationship, the importance of trust, the degree of
commitment, the object of satisfaction (core product vs. interaction), the most
important quality dimension (core product vs. interaction), the importance of
service, the development of the relationship (no change vs. deepening over time),
and the dependency of the other party.

Answers were compared in pairs with the Evaluation Synchrony model. They
were interpreted as harmonious if the answers fell in the same category or in
adjacent categories. Where the answers had gaps of one or two categories
between them, they were seen as disharmonious. In the rest of the cases the
evaluations were interpreted as dissonant. The results are presented in Tables 32
and 33.

In the relationship with Finnair (A1), two people from the supplier party and
one from the customer side gave their evaluations. The supplier's representative
responsible for economic issues saw the meaning of price very differently from
the other respondents. He anticipated a high elasticity in price while the manager
of the operative part of the relationship and the customer's representative saw
little elasticity in price. In this relationship, the customer emphasised only the
product and its quality while, in respect to the object of satisfaction, the supplier
respondents felt that both the product and the interaction counted. The operative
respondent of the supplier agreed with the customer in the quality evaluations.

The differences in evaluations of dependence were clear: the customer saw
itself as being, to some extent, dependent on the supplier while on the supplier
side, the division manager considered the division to be extremely dependent and
the operative manager saw the supplier as only slightly dependent on the
customer. This difference can be explained by the perspective of the evaluators.
Even though the customer offers the supplier only two days' work-load a year,
other factors, such as manuals, and a knowledge of civil aviation, makes the
relationship important to the supplier, a fact that is better understood by those
with more responsibility in the company.

The evaluations in the relationships with APS (A2) and NBI (A3) were
harmonious. In the case of APS the customer evaluated communication as more
one-sided than the supplier did. In the case of NBI opinions about the price
differed; the supplier anticipated a lower elasticity than the customer.

In the relationship with Kyro (B1), the supplier saw itself as being very
dependent on the other party while the customer saw itself as only slightly
dependent on the supplier.

In the relationship with Tako (B2), the customer's evaluation of the meaning
of interaction and its quality in the relationship was clearly different from that of
the supplier respondent, whose view was that only the final product and its
quality are important. Concerning the time span in planning, the supplier had a
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longer perspective than the customer and he also predicted that the relationship
would deepen strongly over time.

In the relationship with Neste (B3), there was a gap between the evaluations
of the meaning of interaction and of its quality in the relationship. The supplier
believed that interaction also counts, but in this relationship the customer
representative is more optimistic about the deepening of the relationship than the
supplier is.

In the relationships with Esso (C1) and Teboil (C2) there were many
evaluators on the supplier side and on the customer side. On the supplier side the
respondents perceived that all customer relationships are treated equally, and thus
their answers concern all the focal relationships.

The intra-organisational evaluation revealed differences of opinion on the
aspects of relationships other than the attraction, the role of trust in relationships
and the importance of service. In marketing and maintenance the time span is
long while in production it is fairly short. The maintenance representative saw
price elasticity as being higher than the marketer did. The evaluation of the
production person was in-between. Communication was seen as interactive by the
product manager while the others evaluated it to be less interactive. The
evaluation of the degree of commitment was disharmonious in that the production
representative saw more commitment than the others. This may be because of the
scope of the relationship, the systems, or the fact that it is the production
representative who evaluates the technical ties to customers.

The answers to the questions on the object of satisfaction and on quality
showed that the person responsible for the equipment emphasised equipment. The
person responsible for maintenance saw interaction and product as equal sources
of satisfaction. He, however, emphasised the quality of the product while the
marketer emphasised the quality of interaction in the relationships. The sales
manager believed that the relationships would develop only slightly over time
while the others believed that they would deepen more. Again, the different roles
of the respondents may cause the difference in perspectives. Concerning the
supplier's dependence on the customers, the salesperson perceived there to be less
of a dependence than the others.

On the customer side, the evaluations of the representatives of Esso (C1) were
harmonious, with the exception of those on price, object of satisfaction,
development of the relationship, and dependence. The buyer of the customer
party perceived price elasticity to be high, while the person responsible for the
development of the service station systems perceived it to be low and the
coordinator of dispensers and payment terminals saw it as fairly low.

In Teboil's (C2) internal evaluation of the focal relationship, price elasticity
was seen by the development director as being rather low while the other
respondents, the buyer and the project manager, considered it moderate.
Communication was seen as interactive by the buyer and the development person,
and as moderate by the project manager, who did not consider the degree of
commitment to be as high as the project manager did. The buyer perceived the
object of satisfaction to be more focused on the product than the others did. With
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In the relationship with OKO (D3), the perceptions of price elasticity differed
in that the customer saw it as fairly high while the supplier saw it as fairly low.

Communication was seen as interactive by the customer and as moderately
interactive by the supplier. Concerning commitment, the customer considered
itself to be quite strongly committed to the relationship and strongly dependent on
the supplier party. The supplier's perception was that they are moderately
committed and only slightly dependent on the customer. For the customer, the
quality of the product was the most important factor.

Evaluation of Contextual Factors' Impact on the Focal Relationship

The respondents evaluated the external factors affecting the focal relationship
and the degree of impact on the relationship using a five-category scale36: no
impact, minor impact, moderate impact, major impact, and critical impact. The
answers were then analysed in pairs with the Evaluation Synchrony model. They
were interpreted as harmonious if the evaluations were in the same category or in
adjacent categories, disharmonious where there was one category in-between, and
dissonant where there were two or more categories in-between. The results are
presented in Tables 34 and 35.

When interpreting the results, one must take into account that the degree of
evaluation synchrony in the first two objects of evaluation does not tell us
anything about differences in parties’ perceptions but rather about differences in
the importance of other relationships to the focal relationships.

In the relationship with Finnair (A1), disharmony was identified between the
supplier representatives on the issue of the other relationships of their own
company. The division director perceived a minor effect while the maintenance
manager considered the impact to be major. Concerning the customer's other
relationships, the division director considered their impact to be minor while the
maintenance manager saw them as having a moderate effect on the focal
relationship. The customer perceived its own relationships as having a moderate
impact and the supplier's other relationships as having a minor impact.

The division manager of the supplier did not perceive financial markets as
having any impact on the relationship, while the customer and the maintenance
manager perceived a moderate impact. Also, perceptions of technology's impact
differed within the supplier party; technology was seen by the division director
and the customer as having a major impact, and by the maintenance manager as
having a minor impact.

In the relationship with APS (A2), the respondents disagreed in their
evaluations of human resources and legislation. The supplier perceived that
human resources have only a minor impact while the customer perceived a major

                                                          
36 See the questionnaire in Appendix 4. The classification originates from Haahti's (1989)
questionnaire.
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impact. This may be due to the nature of the relationship; if the customer
understands resources to mean their own, and if they use the supplier's services
only when they are short of labour, then it is understandable that human resources
are a bigger issue for them than for the supplier. Concerning legislation, the
supplier perceived it to have a major impact on the relationship while the
customer saw it as having a minor impact.

In the relationship with NBI (A3), the customer respondent's view was that the
supplier's other relationships have a critical influence on the focal relationship
while the customer's other relationships have a minor impact on the relationship.
This is understandable due to the nature of the customer. On the other hand,
because of the respondent's role as sales manager in the supplier division, he
cannot be expected to perceive all the connections and effects that the
relationship may have. Thus, he may be considered an operative-level person
even though in most situations he may be a decision-maker.

Concerning financial markets, the supplier perceived them as having a major
impact while the customer perceived them as having only a minor impact on the
relationship. The same difference of perceptions occurred with legislation.

In the installation industry, the supplier representative in the relationship with
Kyro (B1) perceived the customer's other relationships as having a major effect
on the focal one, while the supplier's other relationships, in the customer's view,
had no impact at all. The customer perceived other suppliers as having a
moderate impact, which the supplier did not see. This may be explained by the
projects in which the supplier participates as one of many actors. Different
suppliers are working together on the customer's premises and thus, the
customer's relationships with other actors, in addition to the focal supplier's
relationships with them, affect the focal relationship.

In the relationship with Neste (B3), the supplier perceived that their other
relationships have a major effect on the focal relationship while the customer
perceived that other relationships of their own company have only a minor
impact. However, in this relationship, the customer may compete with the
supplier on a project ordered by another unit of the customer's company. The
relationship parties differed in their perceptions of the impact of legislation on the
relationship. In the supplier's mind, legislation has a major effect, while in the
customer's mind it has only a minor influence on the relationship.

In the relationships with Esso (C1) and Teboil (C2), differences within the
supplier party occurred in perceptions of the influence of the company's own
relationships on customer relationships. The product manager perceived a minor
impact while the others perceived a major impact. The maintenance manager felt
that financial markets have no effect on focal relationships while the others
assessed that they have a moderate impact. Concerning technology, the
maintenance manager perceived it as having a critical influence, the product
manager a moderate influence, and the sales manager a major influence. The
effect of competitors' activities was evaluated as follows: a minor impact
according to the manager of maintenance, a moderate impact according to the
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Thus, this approach can be adapted to research on industrial supplier-customer
bargaining.

The most important conceptions of bargaining, as well as the major bargaining
theories, describe it as a means (though not the only one) through which
purposeful actors can reach specific settlements or outcomes under conditions of
strategic interaction or interdependent decision-making. Young (1975: 5) defines
bargaining as a means by which two or more purposive actors arrive at specific
outcomes in situations in which: (1) the choices of the actors will determine the
allocation of some value(s), (2) the outcome for each participant is a function of
the behaviour of the other(s), and (3) the outcome is achieved through
negotiations between or among the players.

Dwyer, Schurr and Oh (1987: 16) state: "Bargaining is defined as the process
whereby in the face of resistance parties rearrange their mutual distributions of
obligations, benefits and burdens".

Nicholson (1967, reprinted in Young 1975: 233) defines bargaining as any
process by which two or more parties come to some arrangement so that their acts
become consistent. This arrangement is brought about solely by the parties
involved in the conflict and they do not follow procedures which alone will
determine the results of the bargain (for instance, the settlement of a dispute by
legal means in a law court).

In his work, Alderson (1957) uses the term negotiation to describe the same
phenomenon that other writers refer to as bargaining. He defines negotiation as
the means of relating two systems to each other (ibid., 130). According to
Alderson, negotiations can be seen as continuous adjustment among power
centres, (business firms, national governments or labour unions), as a process of
building a system of action, and as a means of solving conflicts. A bargain is an
outcome of negotiations. No bargain, however, is expected to last forever. Any
arrangement between independent organised behaviour systems is just a tentative
and temporary arrangement.

In recent marketing theory, negotiation is by no means a non-researched area.
Negotiations have been a concern of many scholars (Nierenberg 1968, 1986;
Coffin 1973; Cellich 1990, 1996; Kapoor, Hansen and Davidson 1991; Johnson
1993; Graham, Mintu and Rodgers 1994; Lewicki, Litterer, Minton and Saunders
1994; Herbig and Gulbro 1997). For example, the following definitions of the
large concept of negotiation have been presented by scholars:

Whenever people exchange ideas with the intention of changing relationships,
whenever they confer for agreement, they are negotiating. (Nierenberg 1968: 2)

...the process by which at least two parties try to reach an agreement on matters of
mutual interest. (Herbig and Gulpro 1997: 158)
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6.5.3 Bargaining in the Focal Relationships

Variety in bargaining depends on the scope of bargaining. In the empirical study,
four different scopes of bargaining were identified in the focal relationships:
technical, commercial, operational, and functional40.

Technical bargaining naturally plays a substantial role in the high-tech
industry, where it encompasses product design, development, and tailoring. In the
case of totally new products or technical services, the product definitions − what
the product is − are negotiated together. In ongoing relationships, systems and
individual products need modifications to fulfil the changing needs of the
customers. For instance, definitions of an improved product require negotiations
concerning changes in the software and sometimes in the hardware too.

Once the technical bargaining is settled, or there is a ready product,
commercial negotiations − concerning price, time of delivery, responsibilities of
the parties (such as guarantees), implementation, training and maintenance − take
place. The impact of the organisational structures of the suppliers and customers
on the structure of commercial bargaining is evident in the focal relationships. In
the aviation industry, as well as in the service (petrol) station systems and among
the customers of special systems, buying units negotiate the actual purchases in
almost every organisation. In addition, the buyer units in the automation industry
are responsible for commercial bargaining. However, the choice of devices and
equipment is made by technical experts who, after their decision, pass the task of
purchasing on to the official buyers.

Operational bargaining involves the negotiations between the relationship
parties or intra-organisational negotiations that relate to the focal relationship in
one way or another. Examples of these kinds of negotiations are the sequential
meetings during the projects, follow-up meetings for a contract, and minor
conflict resolution briefings in daily operations. Furthermore, minor settling of
prices, delivery times, faults in the products, etc. can be classified as operational
bargaining.

Functional bargaining includes major agreements of collaboration such as the
general agreement in the relationship with Finnair (A1) and the maintenance
agreement in the relationship with Esso (C1). Furthermore, negotiations on the
resolution of major reclamations are usually functional because the outcome of
the bargaining may have a strong effect on the future interaction of the
relationship parties.

The bargaining context has a crucial role in the bargaining structure and the
bargaining processes. The ways of acting in certain industries dictate the
bargaining – some industries are capital intensive while others may be labour
intensive, some industries have long traditions and institutionalised structures
while others may be new and/or turbulent. In addition, the mode of bargaining
may vary depending on whether the parties of the relationship operate in the

                                                          
40 Functional refers to the function of the holistic relationship while operational refers to the
individual operations of the relationship parties either within the relationship or related to it.
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private or public sector. If the customers are from the public sector, the initiative
to trade always comes from the customer and they do not officially communicate
with potential supplier(s) about their needs before their buying decisions. In the
private sector, trade may be initiated by both actors. Issues may be discussed
more freely, and information about the current situation of the relationship parties
as well as future views of the competitive situation, for example, can be
exchanged.

The bargaining structure encompasses the actors involved in the task and the
time and spatial frames of the bargaining. Depending on the context and the
scope of bargaining, the elements of the bargaining structure may vary to a large
extent. In the focal relationships, the categorising of bargaining actors into
technical and commercial was quite clear. In most relationships, technical and
commercial negotiators were different people, both on the supplier and on the
customer side. In the supplier company, the managing director or the division
director or both always sign big deals, even if the managing director did not
participate in the commercial negotiations. In the customer organisations, the
level of the bargaining unit was at the department level in Finnair (A1), NBI
(A3), Merita (D2), and OKO (D3). It was at the company level in Kyro (B1),
Tako (B2), Esso (C1), and Teboil (C2), or at the corporate level as in Neste's (B3)
case. In the cases of APS (A2) and Police School (D1), bargaining levels are not
so easy to identify; in the public sector, the hierarchical levels are different from
the levels in the private sector. In SEO’s (C3) case, bargaining exists on two
levels: first there is commercial (marketing-related) bargaining with the
cooperative, and second, there are different kinds of bargaining between the
supplier and the buying customers.

The time aspect of bargaining consists of the sequential dimension of the
negotiations (how often the parties negotiate), and the continuance dimension
(how long the bargaining process is). In the focal relationships, all the projects
were negotiated separately and equipment and devices were one-time purchases.
Maintenance contracts were either bound to time, as in the relationship with Esso
(C1) where the parties have a four year agreement, or they were valid for the time
being as with Finnair (A1). However, even in the latter case the prices are re-
negotiated yearly. The continuance of the bargaining may range from one
negotiation to the completion of a whole project. At its extreme, the whole
relationship may be seen as a bargaining process. In Holland's (1994: 373) study
of the banking sector, the respondent treasurers and bankers regarded relations as
a continuous bargaining process.

In the focal relationships, time span of commercial bargaining for projects −
from the first contact to the deal − vary considerably and may take from six
months to one year. The number of contacts is high and many different versions
of the offer may be made. In one case the customer even conducted a new offer
competition during the bargaining process. In industrial automation, especially in
engineering, a deal worth US$ 5 million may be negotiated in two weeks. In
installation, the average time span is between one and two months. Bargaining on
projects with the Defence Forces usually takes close to a year.
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Walton and McKersie's (1965) sub-processes of distributive bargaining,
integrative bargaining, attitudinal structuring, and intra-organisational bargaining
were present in the focal companies' bargaining too. An example of distributive
bargaining is commercial negotiations in transactional relationships where price
may be the customer's main decision criteria. I would also define commercial
bargaining on the dispensers and payment terminals in the relationship with
Teboil (C2) as distributive because the customer lets three suppliers compete over
the deals.

In most focal relationships, integrative bargaining is the main mode of
intercommunication. Functional negotiations with Neste (B3), negotiations for
conflict resolution at a strategic level, the simulator definition project with Police
School (D1), and negotiations between Finnish banks and the supplier company
represent this type of bargaining. Furthermore, operational bargaining in project
implementations is integrative. It could be said that integrative bargaining is the
typical way of acting in loyal relationships.

Attitudinal structuring of bargaining could also be identified in the focal
relationships. In bargaining, the suppliers' contacts with the other party's decision
makers in an attempt to positively affect the decision-making is a natural part of
the process. Also, formal and informal intercommunication between the supplier
company and the representatives of the Defence Forces can be seen as attitudinal
structuring. In the cases above, the levels of influence units range from division
management to top management, depending on the customer and the scope of the
bargaining. A lower-level attitudinal structuring was clearly present in the triadic
relationship C3 where the bistomer's influence on the buying customers was
critical.

In the focal relationships with many-headed suppliers and customers, intra-
organisational bargaining is an essential part of the relationship. In fact, there is
an ongoing interaction between inter-organisational and intra-organisational
bargaining. The degree of visibility of intra-organisational bargaining varied in
the focal relationships. Budgets that were arrived at through intra-organisational
bargaining at some level of the organisation41 define the amount of trade in the
relationships, as do other limits, such as regulations, instructions and contracts. In
the relationships with Esso (C1), Teboil (C2), and SEO (C3), the impact of intra-
organisational bargaining on daily operations is very visible. On the supplier side,
bargaining processes between marketing and selling as well as product
development and maintenance are ongoing. On the customer side,
intercommunication between service (petrol) station personnel and mother
companies also influences intercommunication between the parties of the focal
relationships.

                                                          
41 The concept of organisation is very broad in this case. In the public sector, Parliament is the
decision-maker unit that allocates the financial resources to the focal customers.
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The commercial bargaining process is usually initiated by the customer party.
However, there are products that are sold on the suppliers’ initiative. Depending
on the scope of bargaining, the first step is either an invitation for tender or an
inquiry of the supplier's potential to serve the buyer. For instance, the Service
(Petrol) Station Systems Division receives plenty of invitations for tenders from
abroad without any earlier contact. In other cases, when the bargaining is for a
standardised good or service, an invitation for tender is usually the first step.

In the Installation Division, the bargaining process in bigger projects starts
with the customer's project manager's contact and a discussion of the
contemporary resources of the potential suppliers. In the branch, the usual way to
buy a project is in pieces – machinery from one supplier and installation from the
other. Thus, the product (the project) must be done in co-operation with many
potential suppliers. There are, however, also projects with only one main
contractor who makes deals with multiple sub-contractors. After the resource
situation in the field is clear to the customer, the formal purchase unit sends the
calls for tenders to between three and five potential suppliers for each phase of
the project.

In other relationships in which the scope of bargaining is a totally new or
tailored product (goods or service), or improvements in the existing product, the
product definitions are usually made in collaboration between the customer and
the supplier. After that, invitations for tender are requested from one or more
potential suppliers.

On the supplier side, the potential for answering the invitations is evaluated,
the calculations are made, and then the offerings are made. The time needed for
making the offers varies considerably. If suppliers are offering on their own
initiative, the first step is the evaluation of resources.

The supplier can make the offer directly, on the phone, or it may take weeks.
Once the customer has received the offer, they are evaluated by the purchaser
(person or unit). In large companies and for big projects they are evaluated by the
purchasing and design units, after which, depending on the customer, potential
suppliers may be contacted for further negotiations.

The procedures for handling offerings differ in different organisations. In
some companies and public sector organisations, all offers are opened at the same
time and purchasing decisions are made on the basis of these offers. In other
cases, further negotiations are conducted with one or more potential suppliers to
fine-tune the offerings. For instance, in the installation industry two meetings in
the bargaining process are concerned with technical issues. In those meetings,
technical specifications are fine-tuned with competitors' offerings. After this is
settled, the representative of the purchasing unit joins the negotiations, and the
financial issues of the project agreement are settled. Thereafter, bargaining about
the labour wanted for the project may occur. In trade negotiations, the choice of
project manager has never been an issue, but in big projects customers normally
have a clear vision of preferred supervisors, installers, tuners, etc. that is based on
experience over the years.
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the supplier began to import devices according to the customer's wishes. In Esso's
(C1) case, the customer's evaluation of the supplier and their importance for the
customer company has led the customer to change its bargaining mode from a
highly contractual to a more open mode in which trust plays a substantial role and
issues may also be agreed upon verbally.

An example of the impact of context on bargaining can be identified in the
focal relationships of the Installation Division. In the construction industry, the
general procedure in bargaining is that informal inquiries concerning the potential
of the suppliers are made before sending out the invitations for tenders.
Furthermore, agreements are negotiated at a point where plans are still fairly
incomplete.

The impact of bargaining on evaluation may be detected at the collective level
in formal agreements on the procedures for official mutual evaluation, in other
words, measures of outcomes, control, final settlements of projects, time frames
of evaluation, etc. At the individual level, bargaining and its outcomes affect the
perceived attractiveness of the counterpart and vice versa.

6.7 Conclusions

A synthesis of three primary models − the ARA model based on the work of the
IMP Group, with its concepts of actors, resources and activities; the ATC model
(attraction, trust, commitment) based on work by Halinen (1994); and the
Marketing Equilibrium model, based on the work by Gummesson (1999) and
using the concepts of regulations/institutions, collaboration, and competition − is
presented at the beginning of the chapter. Thereafter, relationships among the
concepts of the aforementioned models are discussed.

On the basis of the study, the concepts of attraction and trust could be seen as
sub-concepts of resources or activities, while the concept of commitment could
be seen a sub-concept of activities or, on the other hand,  as a sub-concept of
resources.

Regulations/institutions could be considered as sub-concepts of resources
while collaboration and competition could be seen as sub-concepts of activities.
Collaboration and competition could also be seen as classified sub-concepts of
resources while regulations and institutions could be sub-concepts of activities.
Furthermore, it can be argued that the concepts of actors and activities sometimes
overlap with the concept of resources. Actors and their activities may sometimes
be considered as resources in relationships.

Three additional concepts identified in the primary analysis help us to
understand business relations. Of these concepts, context is sub-concept of
resources, and evaluation and bargaining are seen as sub-concepts of activities.

As a final result of the study, a Relation Trine model using the concepts of
context, evaluation, and bargaining is introduced. Each concept is further
developed and the models of contextuality, multidimensional evaluation and
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of the network of their contractual obligations or even threaten the member with
legal action for a breach of agreement.This influence medium is known as the
activation of commitments (Bagozzi 1975: 35). Marketing literature also offers
such media of exchange as image, information, values and trust (see e.g. Frazier
et al.1988; Beach 1990; Christopher et al. 1991; Morgan and Hunt 1994).

Systems Media Types Meanings

Behavioral

Mechanical

Mixed

among humans

among nonhumans

between humans
and nonhumans

Organized

Economical
Social

Psychological

Indivualistic

Organizational

(good or service) 

Service
Information

Materialized
services

Core product

Money

Persuation
Punishment

Power (authority)

Inducement

Activation of
normative or
ethical 
commitments

Trust

Value

Restricted
dyads A<->B

Generalized
min. 3 actors
A->B->C->A

Complex
chain A<->B<->C
circular A<->B<->C<->A
network

C D

Utilitarian
tangible objects

Symbolic
intangible objects

Mixed
both tangible and
intangible aspects

rational

extravagant

essential for 
maintaining and
enhancing 
the system

nonproductive,
sometimes
destroying

instrument

Organizational

Economical
Social

Technics

Technical

Person - organization
Person - technical

Electric Language

EXCHANGE

A B E

Image

Table 36: Dimensions of Exchange. (Source: Mittilä 1995)

A powerful medium of exchange is language. To the extent that words have
become common property and their signifying function has supplanted their
character as values, language, along with scientific civilisation, has helped to
impoverish perception (cf. Köhler 1937) and to strip it of its affective, aesthetic
and magical implications, as well as to schematise thought (Lévi-Strauss 1969:
496).

In the 'moments of truth', not only the spoken language but also the body
language, or signals in the terms of Cassirer (1933), play an important role in
human interaction. Body language is often unconscious to oneself. However, by
consciously utilising his own and by reading the body language of the others, a
marketer has a powerful tool to efficiently influence the partners of the exchange.
(For more about body language see e.g. Fast 1981; Atkinson 1984)

According to Bagozzi (1975) there are three types of exchange: restricted,
generalised, and complex. Restricted exchange refers to two-party reciprocal
relationships which may be represented diagrammatically as A <-> B, where "<-
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>" signifies "gives to and receives from" and where A and B represent social
actors such as consumers, retailers, salesmen, organisations, or collectives (Ekeh
1974: 50). Most treatments of, or references to exchange in the marketing
literature have implicitly dealt with restricted exchanges; that is, they have dealt
with customer-salesman, wholesaler-retailer, or other such dyadic exchanges.

Restricted exchanges exhibit two characteristics: First, there is a great deal of
attempt to maintain equality. This is especially the case with repeatable social
exchange acts. Attempts to gain advantage at the expense of the other is (sic)
minimised. Negatively, the breach of the rule of equality quickly leads to
emotional reactions. Secondly, there is a quid pro quo (something of value in
exchange for something of value) mentality in restricted exchange activities.
Time intervals in mutual reciprocities are cut short and there is an attempt to
balance activities and exchange items as part of the mutual reciprocal relations
(Ekeh 1974: 51-52).

Generalised exchange, introduced by Lévi-Strauss (1969), denotes univocal,
reciprocal relationships among at least three actors in the exchange situation.
Univocal reciprocity occurs "if the reciprocations involve at least three actors and
if the actors do not benefit each other directly but indirectly" (Ekeh 1974: 48 and
50). Given three social actors, for instance, generalised exchange may be
presented as A -> B -> C -> A, where "->" signifies "gives to". In generalised
exchange, the social actors form a system in which each actor gives to another
but receives from someone other than to whom he gave. This sequence of
exchange fails to conform to the usual notions of quid pro quo, but it certainly
constitutes a marketing exchange of interest.

The model of a generalised system of exchange necessarily entails a certain
circularity, even though this circularity may be simple or complex or assume the
most varied forms. Empirical reality is much more flexible. Among all alliance
cycles empirically observable, one will find a certain proportion of circular ones,
either in the short or long term; others never 'loop' because they 'lose' themselves.
All that would be required for the model to remain valid is that the gross number
of cycles 'lost' in one sense be approximately equal to the number of those 'lost' in
the other, in such a way that, negatively here, the losses balance out with the
gains. (Lévi-Strauss 1987: 129)

Complex exchange refers to a system of mutual relationships among at least
three parties. Each social actor is involved in at least one direct exchange, while
the entire system is organised by an interconnecting web of relationships.
(Bagozzi 1975: 33) Perhaps the best example of complex exchange in marketing,
according to Bagozzi (1975), is the channel of distribution. Letting A represent a
manufacturer, B a retailer, and C a consumer, it is possible to depict the channel
as A <-> B <-> C. Such open-ended sequences of direct exchanges may be
designated complex chain exchanges. Complex circular exchanges take place
when the consumer has a direct mutual relationship with a manufacturer, for
example in the case of complaint or mutual information search.

Today, we deal with even more complex exchanges in different networks,
which will be discussed in the next section.
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Bagozzi (1975) presents three classes of meanings in which marketing
exchanges may be exhibited. These are utilitarian, symbolic, and mixed. A
utilitarian exchange is an interaction whereby goods are given in return for
money or other goods and the motivation behind the actions lies in the anticipated
use or tangible characteristics commonly associated with the objects in the
exchange. The utilitarian exchange is often referred to as economic exchange,
and most treatments of exchange in marketing implicitly rely on this usage.

Symbolic exchange refers to the mutual transfer of psychological, social, or
other intangible entities between two or more parties. Symbol is a general term
for all instances where experience is mediated rather than direct; where an object
action, word, picture or complex behaviour is understood to mean not only itself
but also some other ideas or feelings. Levy (1959) was one of the first marketers
to recognise this aspect of behaviour: people buy things not only for what they
can do, but also for what they mean. Consequently, exchanges involve
predominantly conscious systems of social and economic relationships. They are,
however, also present in relatively unconscious systems of human relationships.

Mixed exchange refers to marketing exchanges involve both utilitarian and
symbolic aspects, and it is often very difficult to separate the two. Yet, the very
creation and resolution of marketing exchanges depend on the nature of the
symbolic and utilitarian mix.

7.3 Networks
Complex exchanges have increased during the last decades and research on
networks and relationships examines these exchanges. Networks are ‘living’
structures continuously relating actors, activities, and resources to each other.
They are always changing, never complete or in equilibrium. The changes are
random to a certain extent but there are also some clearly systematic elements.
These systematic elements can be traced to two basic network processes. The first
is concerned with the way actors combine and recombine activities and resources.
The second involves the way in which actors try to control activities and/or
resources. The structure and the functioning of the network are at each moment
of time defined by the outcome of these two processes. (Håkansson 1992)

The concept of networks emphasises dynamic, individual and interconnected
exchange relationships within systems that contain interdependencies of both a
complementary and a substitutive nature. It also involves both collaboration and
competition among the actors. (Johanson et al. 1994) The network supports
mutual collaboration, information, economic exchanges, productivity
improvements, quality of life and resource sharing. Networks can distribute
information faster, in a more reasonable and energy-saving way than any other
process.

We can identify numerous networks in business. From an individual
perspective, an immediate network consists of our closest task-related colleagues
and other actors with whom we interact at the moment. All relationships are
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direct in the immediate network. According to Salmi (1995), a collective level
focal net(work) is the net(work) of direct or indirect inter-organisational
relationships that the focal firm perceives as affecting its focal business. At the
individual level, for instance, a salesman may identify individuals from his own
company’s marketing department, production, product development and
maintenance service as well as from the buying group of the customer. To
accomplish a transaction, individuals who deliver the sold goods or service and
invoice it also take part in the network needed for that transaction. Wider
networks of an individual are intra-organisational networks at department,
division, company and corporate levels. Individuals may also have infrastructural
networks both within their organisation and outside it.

From the organisational point of view we can identify immediate intra-
organisational and inter-organisational networks as well as focal networks
embedded in wider national, international and global networks. Depending on
the organisation, immediate and focal networks may cross the boundaries of
national and international networks. This concerns individuals as well.

In many-headed business relationships we can identify intra-relational
networks at individual and organisational levels. Relationships exist within a
network, and networks exist within a relationship. At its extreme a network is a
relationship. Network relationships and relationship networks exist in continuous
interaction in business.

Achrol and Kotler (1999: 146) state that “driven by a dynamic and
knowledge-rich environment, the hierarchical organisations of the twentieth
century are disaggregating into a variety of network forms, including internal
networks, vertical networks, intermarket networks and opportunity networks”.
Internal networks are firm specific networks. They may be described as layered
networks which are firms “composed of an operational layer of cross-functional
teams on the one hand and a knowledge creating layer of functional silos on the
other, connected internally and externally through an extensive data bank of
knowledge and transparent information flows” (ibid., 148) or internal market
networks  in which case firms are “organised into internal enterprise units that
operate as semiautonomous profit centers buying from, selling to, or investing in
other internal and external units as best serves their need on market determined
terms of trade but subject to firm policy” (ibid., 149). Achrol and Kotler’s terms
of internal networks are synonyms for intra-organisational networks.

Vertical market networks comprise “a group of resource firms specialising in
the various products, technologies, or services that constitute the inputs of a
particular industry, organised around a focal company (sometimes a ‘virtual’
company) that focuses on monitoring and managing the critical contingencies
faced by the network participants in that market” (Achrol and Kotler 1999: 153).
In many vertical networks, the focal organisation performs few manufacturing
functions and is referred to as an ‘integrator’, acting as the organising and
coordinating hub of the network. An example of this kind of network is the
Finnish Nokia.
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The opportunity network is organised around customers rather than suppliers.
It is “a body of customers organised around a central information company that
serves as a clearing house for the marketing transactions" (Achrol and Kotler
1999: 156). It brokers and regulates on behalf of its member customers and
participating suppliers, which represent a range of products, technologies, and
services. These kind of networks are increasing in e-business.

7.4 Relationships
According to McInnes (1964: 56), "the existence of a market relation is the
foundation of exchange not a substitute for it". People and organisations engage
in social and economic exchanges with other people and organisations to satisfy
their needs. Business relationships are two-level constructs, between the arbitrary
actors and between human actors. In the theoretical literature, relationships have
been addressed at both levels. Scholars have used such terms as social
relationships, marketing relationships, exchange relationships and market
relationships. These will be discussed next.

7.4.1 Social Relationship

Levy (1966) has defined a social relationship as a set of social structures,
patterns, or connections that define the actions of two or more interacting
individuals or groups. The author identified six aspects of a relationship: 1) the
cognitive aspect representing the thinking, knowledge, or mental process
characteristics of the interaction; 2) the membership criteria aspect dealing with
the reason or means whereby one becomes a member of a particular relationship;
3) the substantive definition aspect, referring to the degree of precision in the
delimitation of the relationship; 4) the affective aspect, referring to the kind and
degree of emotional bonds associated with a relationship; 5) the goal orientation
aspect, approximating the essence of motivation; 6) the stratification aspect,
defined as the particular type of role differentiation that distinguishes between
higher and lower standing in terms of one or more criteria. Bagozzi (1974) adds
to these a social influence aspect with five sub-categories: power, reward
mediation, message credibility (on source credibility, see Hovland, Janis and
Kelley 1953), source expertise (cf. French and Raven 1959), and activation of
commitments (cf. Parsons 1963). Within the exchange paradigm, Bagozzi
(1974a) has introduced different aspects that apply to any social relationship.
They are presented in Table 37.

 According to Bagozzi (1974a: 66), a social relationship can be presented as a
vector of particular characteristics. For example, a relationship may be
predominately rational in its cognitive aspects, predominately universalistic in its
membership criteria aspects, predominately functionally diffuse in its substantive
definition aspects, predominately avoidant in its affective aspects, predominately
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continuum are network organisations with multiple relationships, partnerships,
and strategic co-operatives. Vertical integrations are completely hierarchical
corporations.

If we start from Bagozzi's (1974a) definition, the first two kinds of marketing
situations are not marketing relationships and even the third may not be a
relationship if the actors are just looking out for their own best interest and acting
according to the competitive situation in markets.

7.4.3 Exchange Relationship

The exchange relationship concept remains somewhat ambiguous in the
marketing discipline because researchers have rarely defined it explicitly. In the
industrial marketing literature, relationships have been described as an exchange
between mutually committed parties. Within the services marketing literature, the
issue has not been clearly discussed. Liljander and Strandvik (1995) define the
simplest form of a relationship in the following way: a customer has made
purchases from the same provider at least twice. In its purest form, however, a
customer relationship is characterised by positive commitment from the customer
and the provider (Liljander and Strandvik 1995).

Depending on the empirical setting or theoretical perspective of the research,
scientists have used various terms − buyer-seller relationship (Dwyer et al. 1987),
channel dyad (Anderson and Weitz 1989), buyer-seller alliance (Heide and John
1990), distributor-manufacturer partnership (Anderson and Narus 1990), inter-
organisational exchange relationship (Frazier 1983) − to basically refer to the
same phenomenon of an exchange relationship between two firms. (Halinen
1994)

According to Halinen (1994), an exchange relationship can be seen to include
transfers of both tangible and intangible resources. Exchange relationships appear
in different forms in the market. Dwyer et al. (1987) and Frazier, Spekman and
O'Neal (1988) have separated and characterised two principal forms of exchange
relationships − the market exchange relationship and the relational exchange
relationship − based on the distinction between discrete transactions and
relational contracts proposed by Macneil (1980).

Market exchange relationships arise when the customer emphasises price, uses
multiple sources of supply and tends to switch suppliers frequently over time.
Relational exchange relationships, on the other hand, emerge when the buyer and
supplier develop a relationship with a more long-term orientation. Relational
exchange is less price-driven and is based on a greater recognition of mutual
commitment between trading partners than is found in market exchange
relationships. In marketing literature, the terms 'long-term exchange relationship'
and 'ongoing exchange relationship' are often used as synonyms for relational
exchange. (Halinen 1994)

Houston, Gassenheimer and Maskulka (1992) discuss exchange transactions
and relationships. According to the authors, "a relationship assumes at least two
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relationship may turn into a role relation or relationship if people become
connected through a collective in which they have a role.

7.4.6 Development of the Focal Business Relations

The research on relationships and their development has provided the academic
world with several models and concepts (e.g., Guillet de Monthoux 1975;
Gummesson 1979; Grönroos 1980 and 1982;  Ford 1982; Ford and Rosson 1982;
Frazier 1983; Edvindsson 1985; Lehtinen 1986; Wackman, Salmon and Salmon
1987; Rosson 1986; Wilson and Mummalaneni 1986; Dwyer et al. 1987;
Liljegren 1988; Frazier, Spekman and O'Neal 1988; Yorke 1990; Heide 1994;
Halinen 1994; Wilson and Möller 1995; Alajoutsijärvi 1996; Havila 1996,
Järvinen 1998). Halinen (1994) has discussed the models of the development of
relationships, both in the service sector and in the industrial sector. These models
have mainly addressed the phases of a relationship. To mention some exceptions,
Wilson and Mummalaneni (1986) address such elements as need complementary,
interactions, outcomes, satisfaction, and commitment, and Alajoutsijärvi (1996)
looks at competition, co-operation and dominance.

In this study, two levels of development in supplier-customer relations were
identified. First, there is structural change. Parties may be merged or acquired by
other companies like in Kyro's (B1) case, establish and terminate joint ventures or
strategic alliances, as in Merita's (D2) case, and collaborative contracts, etc. They
may move from a relation to collaborative relationship as in the relationships with
NBI (A3) and Kyro (B1) or vice versa (e.g. after a construction project). Second,
there is change in the content of a relation. The deliveries may change due to
technological development while changes in personnel (especially decision
makers) may alter both the structure and the content of the focal relation.

On the basis of this study, the reasons for development of relations may be
divided into four different categories. First, there are the economic factors, such
as the customer's bank's requirements in Kyro's (B1) case or the companies' own
arrangements such as in the relationship with Finnair (A1). On the supplier side,
the development preconditions for further business is an economic issue; this was
highlighted in the relationship with APS (A2).

Second, there are governmental, political factors including legislation that
relate directly to the common development of the society. The relationship with
APS (A2) is an example of this. Parliament’s decisions have a great impact on the
potency of the relationship. Another example of the role of the authorities is the
relationship with Police School (D1). Also, in Service (Petrol) Station Systems
Division's relationships the forthcoming monetary change in the EU is an
example of political factors.

Third, in the relationships with Merita (D2) and OKO (D3) the role of private-
sector network collaboration in the development of the focal relations is
considerable. Also in the installation industry, collaboration with other actors in
the projects has an impact on the focal relationship. Concerning intra-
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organisational competitive parties. The findings suggest that further
research on relations between intra-organisational and inter-organisational
(intra-relational) intercommunication is needed to better understand
business relations.

9. The relations among the concepts of three theoretical models are
discussed in this report. On the basis of the study, the concepts of attraction
and trust could be seen as sub-concepts of resources or activities while the
concept of commitment could be seen as a sub-concept of activities or, on
the other hand,  as a sub-concept of resources.

Regulations/institutions could be considered as sub-concepts of
resources, while collaboration and competition could be seen as sub-
concepts of activities. Collaboration and competition could also be seen as
classified sub-concepts of resources, while regulations and institutions
could be sub-concepts of activities. Furthermore, it can be argued that the
concepts of actors and activities sometimes overlap with the concept of
resources. Actors and their activities may be sometimes considered as
resources in relationships.

As a synthesis of the aforementioned models, three additional concepts −
identified as being pertinent in studying relationships − are presented. Of these
concepts, context is a sub-concept of resources, and evaluation and bargaining
are seen as sub-concepts of activities. The finding resulted in the following
contribution:

10. A Relation Trine model, with its concepts of context, evaluation
and bargaining − a result of the research process − is introduced and
further developed in the study. Models of contextuality, multidimensional
evaluation and dyadic business bargaining are introduced and 'tested', or
their use was illustrated by the data; in this research context, they seemed
pertinent. In addition, a commercial bargaining process is introduced in
the study.

11. In the discourse on relationships, interaction, exchange, networks,
relations and relationships are elaborated upon in order to better
understand the phenomenon of relationships. It is suggested that the terms
relations and relationships should be given different meanings. The terms
are defined and characteristics that separate relations and relationships are
presented. Current theoretical discussion has not made this distinction.

Networks are constructs that can be perceived from different
perspectives. We may consider a network as a collective relationship or a
system where actors, resources and activities interact. On the other hand,
we may see different relations and relationships as constituting networks
that may or may not be identified by an observer. In this study the term
intra-relational network is introduced.

Additional contribution to marketing was the perception that
12. in light of this study, empirical reality would seem relativistic.

Accordingly, a pragmatic science like marketing has to continuously
regenerate itself to be able to reflect the reality in which it occurs.
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Prologue
The variety of empirical reality materialised in the field study. Based on the
relationship marketing  literature, I had prepared a semistructured questionnaire
that was to be used in the individual interviews. In the first discussions with the
representatives of the company examined in the case study it became evident that
there had to be two different kinds of interviews for different levels of the
organisation. In the Service (Petrol) Station Systems Division the respondents
wanted group interviews. Accordingly, on the customer side, the interview with
one of the customers, Teboil, was conducted as a group interview. The other
division customers and case-study respondents were interviewed individually.
Furthermore, the amount of information received from the respondents varied
greatly. In some interviews respondents spoke at length about their company,
business, internal and external relations while in others, respondents only
answered the set questions. Finally, some of the respondents provided additional
written material on their company or unit.

The case study description is based on the information obtained during the
interviews as well as from the written material. Due to the variety of information
it was not possible to produce a unified form of presentation for all the divisions
and relations. Valuable information would have been left out had I based the
descriptions solely on the basic interviews.

The interviews for the description were conducted between summer 1996 and
autumn 1997. Since then, considerable changes have occurred both in the case
company and in some customer companies. In November 1999, the Service
(Petrol) Station Systems Division was sold. Bank customers have put an end to
common development of automated teller machines. Merita Bank has joined with
the Swedish Nordbanken. For the time being MeritaNordbanken is looking for a
partner to form an alliance. Furthermore, Parliament has accepted the acquiring
of new helicopters for the Defence Forces. These are but a few examples of the
changes constantly going on in the markets.

When writing the description, a distinction between the concepts of relation
and relationship was not made. Therefore, they are used as synonyms. Also,
buyer-seller relationships and supplier-customer relationships are synonyms.
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,QGXVWULDO�$XWRPDWLRQ 6HUYLFH��3HWURO��6WDWLRQ�$XWRPDWLRQ 'HIHQFH�7HFKQRORJ\

(QJLQHHULQJ
'LYLVLRQ

,QVWDOODWLRQ
'LYLVLRQ

6HUYLFH��3HWURO��6WDWLRQ�6\VWHPV
'LYLVLRQ

$YLRQLFV
'LYLVLRQ

6SHFLDO�6\VWHPV
'LYLVLRQ

VSHFLDOLVHG
LQ�WKH�HQJLQHHULQJ
DQG�KROLVWLF�GHOLYHULHV
RI�LQGXVWULDO DXWRPDWLRQ

��DXWRPDWLRQ�DQG�
HOHFWULILFDWLRQ�GHVLJQ

��DSSOLFDWLRQ�VRIWZDUH
��HTXLSPHQW
��WHVWLQJ
��LQWURGXFWLRQ

LQVWDOODWLRQ�DQG�
SURFHVV�HOHFWULILFDWLRQ
RI�LQGXVWULDO
DXWRPDWLRQ

��FROODERUDWLRQ�ZLWK
WKH�(QJLQHHULQJ
'LYLVLRQ

��RZQ�SURMHFWV

3RKMRLV�6XRPHQ�
$XWRPDDWLRXUDNRLQWL
2<�36$8
��D�VXEVLGLDU\�RI
,QVWUXPHQWRLQWL�R\

��LQVWDOODWLRQV�DQG
PDLQWHQDQFH�LQ�
1RUWKHUQ�)LQODQG

&XVWRPHU�,QGXVWULHV ��PHFKDQLFDO�ZRRG�SURFHVVLQJ��EXON�OLQHV
DQG�FKHPLFDO�SXOS�

��SRZHU�SODQWV�DQG�VWDWLRQV
��SDSHU�DQG�FDUGERDUG�
��FKHPLFDO�LQGXVWU\
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��ZDWHU�DQG�ZDVWH�ZDWHU�LQGXVWU\
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IXHO�GLVSHQVHUV
VHUYLFH�VWDWLRQ�DXWRPDWLRQ
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PDLQWHQDQFH�RI�HTXLSPHQW

��SURGXFWLRQ��SURGXFW�GHYHORSPHQW
DQG�PDUNHWLQJ

��QHZ�VXSSOLHV�WR�H[LVWLQJ
V\VWHPV

��QHZ�KROLVWLF�V\VWHPV
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UHSDLU

FRPPXQLFDWLRQ�DQG
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DQG�V\VWHP�GHVLJQ�VHUYLFHV
DQG�HTXLSPHQW
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DQG�FRQWURO�V\VWHPV
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/LQHV�RI�EXVLQHVV
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3URGXFWV

&ROODERUDWLRQ
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��VHFXULW\�HQVXUDQFH

��UDLOZD\V
��EDQNLQJ
��WHOHFRPPXQLFDWLRQV

LQ�VRFLHW\
��VHFXULW\�HQVXUDQFH

)LJXUH����2YHUYLHZ�RI�WKH�FDVH�FRPSDQ\��OLQHV�RI�EXVLQHVV��GLYLVLRQV��SURGXFWV��FROODERUDWLRQ�SDUWQHUV��DQG�FXVWRPHU�LQGXVWULHV�
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Personnel

Company personnel is ranked as third in importance for marketing. In the
managing director's view, they must have a realistic vision of the business' future
– neither too pessimistic nor too optimistic but realistic and positive. If they do
not, motivation will be negatively affected which in turn will affect the
functioning of the company.

To motivate the personnel to adopt a customer view, marketing knowledge and
customer orientation is produced by educating staff in the fields of marketing and
personal bearing in sales situations. The former is conducted by outside
educators. Traditionally, people in roles where customer contacts are important
are trained by letting them take part in different marketing and sales situations.
Another important issue in marketing – service orientation – is not systematically
highlighted in the company though some educational activities have been
organised around this theme.

The role of internal marketing is seen as a challenge by the managing director.
Due to the various profit units operating in different lines of business, the risk of
internal conflicts is high. The divisions are fairly independent and the perceived
importance of other divisions varies greatly. Thus, situations emerge where the
perceptions of functions in other divisions may be fairly negative. "In a company
like ours with different units and different personal groups within the units, envy
and other similar issues  easily occur between groups if there is insufficient
information."

Potential conflicts are proactively taken care of through dialogues and
information exchange during management group meetings that serve more as a
forum for discussion than a place for decision-making. In addition, a company
newsletter is used in transmitting information.

Suppliers

The company's many relations to suppliers and subcontractors are entirely in the
hands of the divisions and no individual supplier has a substantial role from the
company perspective. However, if asked by divisions, administration may
provide information on the background and credit information of current and
potential supplier companies.

In the supplier field, changes occur due to the mergers and acquisitions of the
firms. Even though the company is not aggressive in letting the potential
suppliers compete, it monitors supplier markets frequently. However, changing
suppliers always requires some other reason than price. The most important
reason is product quality. "If the problem cannot be solved in a moderate time, we
are compelled to change the supplier." Second comes price, especially in
components. Third is delivering capacity and flexibility in deliveries particularly
counts in supplier relations.
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agree on extra invoicing. In many cases the total sum of extra invoicing may
exceed  that of the original contracts.

Parties make a written contract for every project. They agree on the quality and
the quantity of the purchase, the price and terms of payment, the terms and the
time of delivery, and responsibilities and dangers. As well as liability for
damages, insurance, sanctions on exceeding the date of the delivery, technical co-
operation during the project, duties and options for change during the project and
control of the project all belong to the contract. Furthermore, regulations of the
assembly and its inspection, inspection of introduction and delivery, guarantees
(both technical and functional), subcontracts and rights of patents are written
down in the contract. The parties also agree on regulations for calling off the
deal, force majeure situations, appropriate purchase regulations, appendices, the
law concerning the contract, and rules for handling conflicts.

The time span, from the closing of the deal to the actual start of the project on
the customer's premises, differs from a few days to several months. During this
time the supplier orders the material needed for the project, chooses the
supervisors and other labour (in larger projects, typically 30% electricians, 25%
technicians and 45% instrument assemblers). Tailored equipment such as field
cupboards, scaffolds and supports needed for the project are built in the
meantime.

3.3 Service (Petrol) Station Systems Division
The number of employees in the division varies to some extent and at the time of
the interview (summer 1996) there were between 90 and 100. In production, the
number of workers is 40, in the technical service 30, and in marketing and sales
three. The division's customers are oil companies both in Finland and abroad. The
organisation of the division is depicted in Figure 5.

The division operates not only from the company premises but also has
subsidiaries, sales offices in Stockholm, Sweden and in Riga, Latvia. In Sweden
the company has contracts with a wide maintenance network to ensure a
maintenance service that covers the whole country. Furthermore, in Tallinn,
Estonia, the division is a minor shareholder in a joint venture, in charge of
activities while the other party takes care of  installation and maintenance.

The division provides complete service (petrol) station systems tailored to
meet specific customer needs. A complete turnkey system includes the necessary
piping, tank installation and electronics. They also supply high-quality
components for existing service station systems. Products of the automation
department are Forecourt payment terminals and Forecourt controllers. The
dispenser unit is responsible for different pumps and technical service takes care
of maintenance through their extensive service network and spare parts service.

In addition to physical components, equipment and software, the division
provides installation, after-service and maintenance contracts to customers.
Technical checking and project supervising also belong to the product palette.
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company. In trading, marketing is the link between customer and production.
Customers make contact with marketing people, not with the production
manager. In bargaining, the production unit's role is to set the limits for delivery
times on the bases of the production capacity. Usually, in customer contacts, the
production unit does not participate while product development people do. In
some cases, the production unit may interfere if they have received customer
feedback.

Weekly meetings are held among marketing, production, and product
development departments of the division. In these meetings, production programs
are updated and the agenda is based on customers and their needs.

Compared to competitors, the division perceives their marketing to be more
engineering oriented. They use more technical arguments than competitors, who
may be more skilful in other areas. A substantial change in marketing in the
1990s has been the increase in exports due to the saturation of domestic markets.
Operating abroad requires a proper co-operative network so that, more and more,
marketing means co-operative relationships with partners, and marketing
activities are directed towards them as well as towards end customers, i.e. fuel
distribution companies and service station managers. In the 1980s actions were
directed straight towards end customers while, today, new customer relations are
often initiated at different fairs. Earlier, participating in fairs was still unknown to
the division but today the division looks for dealers, partners, system integrators,
etc. at fairs. Additionally, different organisations in the line of business are an
important source of potential partners.

Industry characteristics

The low number of actors, both in suppliers and customers, is typical for the
branch. In all large oil companies the buyer unit making the purchase is totally
separate from the field stations where the products are installed and used. Small
independent service station owners have wholesale co-operatives competing with
large oil companies who may have service stations for their own use.

Legislation plays a substantial role in the industry as does the global political
and economic situation. Environmental norms, for example, are expected to
become more strained, which may affect the activities in the branch.

3.4 Special Systems Division
The other division of Defence Technology, Special Systems Division, originates
from  the Avionics Division where the first deliveries of special systems were
accomplished in 1984. The number of employees in 1996 was about 70, working
in four functional subsections: air defence technology, simulation systems,
security systems for demanding environments, and command-and-control
systems.
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Products of the special systems are simulators and simulation systems, gun
control systems and anti-aircraft (AA) gun modernisation, IT (information
technology) security systems and products, air defence command, control and
data link systems.  Also, the maintenance (e.g. software updating and physical
maintenance) and repair servicing of these products is taken care of by the
division.

The division operates on two levels: On one level there are projects producing
the solution a customer wants and on the other level there is ready equipment and
devices developed during previous projects which are sold as such. In addition to
that, the division offers repair and maintenance services, spare parts, education,
installation and documentation services. Actually, there is no equipment without
documentation.

The key issue in the division's marketing is solving the customer's problem. In
this case unit the director defines marketing as offering. It includes everything
from the buying function to production to product development. In the branch,
the time span in marketing differs a lot depending on the product sold. Operations
needed for marketing one's competence require more time and effort than
marketing of ready products. In the latter case marketing operations lead more
quickly to decisions than in the former case.

The functional organisation of the division is built by products. There are
product managers responsible for the whole line: buying, production, product
development and marketing. Additionally, a marketing project manager is
responsible for implementation of different projects – campaigns, fairs, etc.

All the managers of the division responsible for business started out as
designers and developed into project managers who interact directly with
customers and take responsibility for projects, which allows them to get involved
in customer relations. There is a development manager responsible for
developing network relations affecting the division. Should a relation concern
only one line of business, the manager of that line takes care of the relation. In
daily business, business line managers interact in customer relations.

The strategies of different businesses are formulated for three years by product
managers. Annually, the new fiscal year is evaluated numerically when making
the budget, and the three-year strategic plans are made.

The substantial growth of the division within recent years has labelled the
business. The number of employees has increased greatly and technological
development continues rapidly. In the defence and security business, EU
directives as well as other regulations have had an effect on the functions of the
division.

There has been a distinctive change in marketing in this division. Having
started in the 1980s, marketing know-how and products, the division today
concentrates on product development and on gaining new customers, both in
domestic and international markets. Over the course of time, customers have for
the most part remained the same but their increased numbers have compelled the
division to pursue deeper networking. Furthermore, the importance of different
stakeholder relations has been recognised, and more effort has been put into
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In addition to the social interaction described, work itself provides continuous
possibilities for taking care of relations. For the time being, especially with the
main customer – military aviation – the seller sees the relation not as a traditional
supplier-buyer relation but as a huge project in which two-week journeys abroad
with the customer are made several times yearly. Taking responsibility for the
maintenance of some devices of the Hornet fighters, the supplier party regards
itself more as an employee of the buyer party.

4.2  Customer Relations of the Installation Division
After 30 years in the business this company is well known in the industry. The
division's customers operate in several industries: the dispersion of the business
into different industries can be seen in Table 1. The most lasting business
relations the division has are with Neste, Enso and Veitsiluoto (Oulu-yhtiö).

Industry Diffusion of the Customers in Installation Division

1994 1995 1996 1997

Paper and Pulp 40% 57% 70% 60%

Power 10% 9% 2% 6%

Metal 15% 17% 18% 11%

Chemical 20% 14%  8% 22%

Food 15% 3% 2% 1%

Table 1: The diffusion of the customer industries in the Installation Division.

Among the industries, there are no big differences in the assembly techniques,
with the exception of the food industry which has its own regulations. However,
differences do exist in the environment. Thus, a knowledge of the customers'
processes is required to enable the testing and introduction of the installations.

"Acquaintances are crucial to our existence," as the division director put it.
"The relations with material managers, managers of buying departments and
buyers are formal. Technical directors and other men with technical assignments
are our friends." Information about customers and potential business
opportunities is gathered by visiting customers' premises and  fairs, and from the
Engineering Division of the company.
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In the 1990s, the customers with whom the company operated have changed in
the manner described in Table 2. The number of direct projects with end users
has increased by one third, due to the costs of subcontracting to the end user.
Also, for the seller, direct contracts with the end user are more profitable. Most of
the projects are in the Finnish process industry but the company also operates
through subcontracting with domestic principals in various parts of the world.
Business with engineering work mainly consists of plumbing installations for
Valmet (a competitor) and varies according to Valmet's working situation.

1990 1995 1996 1997
End users 80% 85% 90%
Machinery and
equipment suppliers 6% 3% x

Engineering 
works

10% 10% 8%

38%

58%

Engineering
bureaus

4% 4% 2% x  2%

x = together

Customer Dispersion of Installation Division

Table 2: Changes of the customer industries in the Installation Division.

In the division, project managers are responsible for the whole project and take
care of everything from the calculation of offerings to the final invoicing. There
are 15 to 20 projects going on at a time, lasting anywhere from a few days to a
year.

4.3  Customer Relations of the Service  (Petrol) Station Systems

Division
All oil companies operating in Finland are customers of the selling company. The
big ones have been customers since the beginnings of the business over 20 years
ago. Despite changes in personnel and changes due to the mergers and alliances
among customer companies, relations have survived at the company level.

Due to product life cycles of 15 to 20 years, about ten per cent are one-time
customers in the area of equipment sales. In the domestic markets, these cases are
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usually known in advance. With exports, although continuity in customer
relations is good, forecasting is difficult due to the lack of knowledge about the
market. That is why co-operation with a local partner is seen to be ideal abroad.

Customers are divided into two types: major oil companies and other
individual customers. Concerning the major oil companies, the seller prefers
some over others. This preference materialises in the allocation of time and effort
among different customers. Finnish customers are, for the most part, long-term
customers, while abroad there are fewer with whom relations have been long-
term. In the seller company there are two people who typically deal with existing
customers. In cases when bigger deals or projects are negotiated, the division
director also participates in the commercial negotiations. The marketing manager
and division director mainly deal with potential international customers and
social relations, even though utilities to trade may not be immediately
forthcoming.

Changes in customer relations have occurred to some extent. Even though the
greater importance of customers has been recognised, communication with
domestic customers has decreased. Social interaction that has not directly had a
bearing on business has become more rare. While organisations have grown
larger and goal orientation of activities has increased, the idea of setting aside
time for interaction aimed at producing a deal one year in advance, for example,
has been lost.

The time span for activities has become shorter. Demands on delivery times
have increased with customers preferring fast and small series to large deliveries.
In the 1980s, contracts on equipment delivery were made annually with domestic
customers and commercial negotiations took place once a year. The rest of the
time was spent implementing the deal and, at the same time, preparing the next
deal. Today, customers let suppliers compete for every deal, so no more than five
fuel dispensers at a time, for example. On the service side, maintenance contracts
are made for one year at a time. Usually, they become valid for the next year if
not terminated from six to three months before the closing date. This means more
marketing, selling and negotiating for suppliers, and thus more expenses and less
sales coverage. On the other hand, in exports, at the time of the interview, two
bargaining processes on the deliveries of tens of complete petrol stations were
going on.

Named customer contacts are responsible for certain customers and certain
market areas. In projects, both development and other, different criteria for key
people may be used. Offers are usually signed by two, the person responsible for
the substance of the deal and the commercial person. On the customer side,
diversities of buyers occur; some are professional buyers very well aware of what
they are after, while others are more technocrats. Interactions with the latter
group differ from those with the former one.

In the division's strategy discussions between marketing and sales people, an
evaluation of customer relations takes place. The degree of acquaintance with
different customers is evaluated, as are the individuals' personal relations to their
counterparts' representatives. Another issue to be evaluated is the development of
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relations. A table with four columns is made and the four columns are labelled as
current, dream, threat and goal stages. Customer relations are then analysed
market by market at the current stage. At the dream and goal stages, the division
ranks the importance of existing possibilities and potential in the future. On the
basis of the current situation and future goals with respect to relations, activities
aimed at achieving these goals are then planned.

Control over the realisation of goals is not systematically conducted and
recorded during the fiscal year because of the relationally low number of
customers. A one-year evaluation period is considered enough to indicate the
direction of development in relations, especially when unofficial evaluation takes
place all the time.

According to the respondents, maintaining customer relations involves taking
care of operational activities: invitation for tenders, offers, receiving an order,
confirmation of order, delivery, marketing. In addition to that, the supplier has
active dialogues with customers, which aim at finding new possibilities for
mutual business. The aim of sellers is to get information about changes on the
customer side. They try to meet existing customers monthly to discuss mutual
business. The discussions are documented in reports of the proceedings, which
are mainly concerned with the new things agreed upon, and in the next meeting
they are followed up and new issues are dealt with. In projects, the frequency of
meetings may vary, with very intensive and passive periods. In all, during the past
years, contacts between parties have become more work-related than they used to
be and social interaction has decreased.

Reacting quickly to customer contacts in the case of problem-solving or
information-seeking is essential in customer relations. By giving fast feedback to
customers,  the division can create and maintain a positive image of a trustworthy
company.

In the seller division, a document entitled 'Marketing, Quality and Customer
Feedback' is produced every Monday morning. In daily operations, feedback
received by maintenance or technical services is documented, either for further
checking or for an immediate visit to customers' premises. Issues demanding
product developments are handled separately and discussed with the customer,
often in monthly meetings. Inside the division, the business situation is monitored
weekly or monthly based on factors like the number of orders, the number of
offers, the invoiced sums per customer, as well as market areas and product
groups.

In cases where the seller expects long-term relations to develop, the first face-
to-face contact usually occurs on the customer's premises. Thus, the seller wants
to position the buyer more carefully than in cases where an exchange of just
goods and money takes place between parties. Getting to know as many people as
possible on the other side is expected to increase the other party's commitment to
the relation. Furthermore, in the interviewees' minds, communication with people
one has actually met is psychologically easier than with a stranger. Seeing the
potential customers' premises also affects the evaluation of the financial standing
and involvement in business, and is expressed through investments. Visiting the
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potential customer, the seller also wants to create value for that person by saving
his/her time and money.

In domestic trade, customers' purchase personnel have contacts with the sales
and marketing people of the seller division. Co-ordinating operations is the job of
the sales manager. In addition, the maintenance department interacts with
customers' operational personnel. In product development, the customers'
specialists interact with the seller's product development personnel.

Customer service is centralised in the division. From there, reports of defects
are transmitted to the domestic maintenance service network that actually
performs the service. The network is made up of thirteen maintenance units all
over the country. Some are independent enterprises while others belong to the
seller company. The network has a workforce of approximately 40 people.

In international trade, marketing and selling is the concern of the division's
professionals. In Russia and other eastern European countries the installation is
usually carried out by local enterprises and supervised by the seller. At certain
points in the installation process the supervisor visits the customer. The seller
also conducts  implementation and final tuning to make the system work. The
deal may also include maintenance training for the local mechanic who is
responsible for the buyer company's service stations.

The division has had trade in the Soviet Union and Russia over the past ten
years. Russian customers are oil companies and other big organisations like
mining companies, while other customers are a gas pipe maintenance company
with thousands of trucks needing fuel distribution stations for internal use, and a
large  company (30,000 employees) maintaining petrol stations.

For the time being there are many invitations for tenders on delivering
equipment into Russia. Offers are made without further investigation of potential
customers while, in the case of a closed deal, payment in advance is required.
Several offers of standardised products are made every day. Thanks to the new
technology, less time is required for an offer because the basic form is already on
the computer. But even after much work, deals are not always made: of 30 offers,
approximately one is accepted by the customer. The typical offer, based on the
experience of the seller, consists of equipment for the fuel distribution system,
steering apparatus, and spare parts for those parts covered by the guarantee. The
seller offers a replacement service guarantee for the equipment. Transport fees
are paid by the customer but the part is changed and repaired on the seller's
premises.

In the maintenance branch, one of the customer oil companies has had, for
quite some time, only one maintenance supplier in Sweden. The main company
has an international co-ordinator whose responsibility it is to unify functions in
different countries. In that process, the seller, having been an equipment supplier,
was selected as the single maintenance supplier in Finland. From the seller's
perspective, their earlier experience from trade in addition to their country-wide
maintenance network was the criteria for the customer's decision. Other Finnish
companies were, at the time of the interview (November 1996), negotiating  this
possibility with the seller.
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4.4  Customer Relations of the Special Systems Division
The division's organisation is based on products, so that different product units
serve the same customers. All the units have as their common customer the
Finnish Defence Forces. Customers of the simulation systems include Police and
Finnish Railway. IT security systems and products are widely sold to public
administration, banks, health care and big companies.

The division seeks to develop and maintain lasting customer relations. Sales to
transactional customers, the end customers of a piece of equipment, are the
concern of intermediaries with whom the company is building long term
relations. References play a substantial role in creating the marketing network –
new customers are gained through existing ones. One way of approaching new
customers is through the information security seminars organised by the division.
Usually, when approaching a potentially important customer or group, first
contact is made with the organisation's top management, who is already
acquainted with the company image of the seller.

Widening the customer base abroad has also been done, and in autumn 1996
the first simulators were exported. In marketing, this means the increasing of
visibility. The low profile preferred in previous years is being raised. At the same
time, product and technology (product development) based thinking has been
adopted, in addition to customer-based thinking, where the division has tailored
the products for individual customers. New marketing strategies are
implemented, based on existing products that will be tailored according to the
customers' needs if necessary. This dualism is seen as widening the opportunities
for business development.

Segmentation of customers occurs in the division with a preliminary
distinction being made into military customers, inland customers and export
customers. Concerning military customers, traditions are long and interaction
channels are known and solid. In the inland civil trade,  many relations are  new,
developing little by little even though some older relations do exist. In exports,
the key issue is establishing the marketing network and finding both agents and
partners abroad.

The division has different ways of interacting with customers even though they
are officially not classified. Interaction may materialise in systematising the
contacts with persons of the other parties so that, for instance, the top
management of the Defence Forces and the management of different branches of
the military service are invited to visit the supplier company once a year. The
second level is taken care of in its own way, and most attention is paid to the
operative level, the project people. In the contact classification there is no
difference between military and civil customers. The only thing that counts is the
importance of the customer to the business.
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Neste

Neste is an oil, energy, and chemicals company whose chief operating area is the
Baltic Rim. With operations in over 30 countries around the world, its customers
range from multinational oil companies and industrial enterprises to private
consumers. The company is divided into four main divisions: oil, exploration and
production, chemicals50, and energy. The 1997 revenue of the group was
approximately US$ 8 billion.

The oil division is an integrated chain of Neste's downstream oil business,
encompassing crude oil and feed stock supply, refining, marketing of petroleum
products, international sales of crude oil and petroleum products, as well as
logistics. Neste is Finland's market leader in the retail and direct sales of
petroleum products and has an important share of the market in the other Baltic
Rim countries as well. Neste also exports its products beyond the Baltic Sea
Region.

Neste's upstream oil production is dominated by Norway and the Middle East,
and the field studies on a proven oil deposit in Russia are underway. Neste
produces oil and gas in two fields in Norway and is engaged in production in
several deposits in Oman. In addition to production, Neste is involved in oil
exploration in these areas.

The energy division encompasses Neste's natural gas, liquefied petroleum gas
(LPG), and energy supply business. The division aims to expand Neste's business
in the energy market.

The chemical division is specialised in adhesive resins, industrial coatings and
oxo products used as coating intermediates.  Neste also produces polystyrene and
insulation materials. The division has some 40 production plants in eleven
countries throughout Europe, North America, and Asia. Neste Chemicals' global
network of sales offices covers  its most important market areas.

The Corporate Technology unit is responsible for developing and supervising
group-wide long-term research activities, providing a broad range of research and
development related to services in Neste's R&D organisations. Furthermore, the
unit monitors technological developments in the field and prepares technology
development initiatives for Neste's management.

The case unit under focus, Neste Engineering, is Neste's in-house engineering
resource. It is primarily responsible for design engineering and carrying through
investments that ensure the corporation's technological competitiveness. In
addition, the unit develops, applies and commercialises technologies developed in
co-operation with production plants and research units. There are ongoing
investments and  projects to improve productivity in different plants.

The turnover of the unit in 1996 was US$ 24.5 million. The number of
employees in the unit is 352 (August 1997); in addition to this, the company hires
outside consultants and assembly labour on the projects.

                                                          
50The operations were sold in November 1999
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5.3 Customers of the Service (Petrol) Station Systems Division

Oy Esso Ab

A subsidiary of Exxon Corporation, Oy Esso Ab (1997 revenue approx. US$ 465
million), operates in the importing and marketing of oil products. The origin of
this business in Finland goes back to 1920 when the predecessor of Oy Esso Ab
was founded by two companies, the Finnish Nobelin Öljytuonti Osakeyhtiö
(Nobel's Oil Import Ltd) and Standard Oil Company from USA. The company
produces petrol, diesel oil, domestic heating oil and industrial fuel oil, flight
petrol, lubricants, bitumen and liquefied petroleum gas (LBG).

In 1996, the company's market share in Finland was 12.9%. There were 276
service station outlets, making up 15.5% of the total number of outlets within the
industry. These D-points service heavy traffic tanking up on diesel oil. In
addition, by the  end of 1996, 230 service stations provided customers with filling
automates operated with cards. Seven service stations serve water traffic.

At the end of 1996, Oy Esso Ab employed 286 persons. Furthermore, the
company co-operates with more than 300 independent service station
entrepreneurs, traffic contractors and fuel dealers. In total, the number of
employees is almost 4000.

In their principles of business habit, Esso states that conflicts between personal
and company benefit should be avoided in all functions, both with current and
potential suppliers, customers and other organisations. Furthermore, all
employees are expected to commit to business morale. Concerning laws on
restraint of trade, US laws are followed in addition, when they are not in conflict
with Finnish law.

Oy Teboil Ab

The case unit is a Finnish oil company mainly owned by the Russian oil company
Nafta Moskva Ltd, the successor of the state export trade co-operative
Sojuznefteexport. Founded in 1934, Teboil is a marketing organisation with four
sales districts and a nation-wide network of service stations owned by
independent entrepreneurs. The product family of Teboil consists of petroleum
and other fuels, liquefied petroleum gas and lubricants. The revenue of the
company in 1997 was approximately US$ 747 million.

Teboil has a centralised administration with Suomen Petrooli Oy (Finnish
Petroleum Ltd) whose main activities are the purchase, import, and storage of oil
products. The origins of the products are Russia and other CIS (Commonwealth
of Independent States) countries, as well as Scandinavian, West European and
domestic oil refineries. In Hamina (in the south cost of Finland) the company has
a plant producing lubricants and a laboratory for R&D and quality control.
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Teboil's market share has been almost 25% since the 1970s. In 1996, with a
revenue  of approximately US$ 713 million, it was 22.8%. The service network in
1996 consisted of 304 units: 205 service stations, 28 delivery stations, 63
automated stations and eight units for water traffic.  The number of employees in
Teboil was 495.

Suomalainen  Energiaosuuskunta  (SEO) (Finnish Energy Co-operative)

SEO is a 20 year-old wholesaler founded by independent service station
entrepreneurs. There are 120 members and 160 service stations, a hundred of
which are staffed by people, while the rest are automated.

The SEO's role is to buy oil from Neste, organise transportation and invoicing,
take care of marketing (i.e., decisions on establishing new service stations,
assortment and selection, advertising campaigns and sales promotion), and to
create and maintain relationships with suppliers and the public sector.
Furthermore, the company is responsible for dealer training. There are eight
employees in the organisation.

As a co-operative, SEO does not maximise profit but seeks to act as a profit
centre for members. SEO does not deliver any fuel directly to end users but rather
to service stations that serve both private households, agricultural producers and
consumers.

When accepting a new member into the co-operative, a three-year contract is
made with the dealer. After that, the contract is valid for a year at a time, if not
cancelled three months before. Security is demanded from the entrepreneur, with
SEO providing the symbols of the co-operative. All fixed assets belong to the
entrepreneur. In the case of purchase, SEO may help in financing by giving
security for a loan or by buying the equipment that will be sold or leased to the
station owner later.

The members of the co-operative commit to buy all their fuel through SEO,
but there are no other commitments concerning the assortment and selection in
the service stations. As to choosing the service station automation systems, each
entrepreneur makes her/his own decisions and buys directly from the suppliers, in
which case SEO only acts as a referee.

5.4 Customers of the Special Systems Division

Police School

Operating under the Ministry of the Interior, the Police School is a nation-wide
institute responsible for the basic education of policemen and most of the
education for the warrant officer's degree. Further education in the field are given
in this school.  There are about 70 employees, 55 of whom are regular, plus part-
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time teachers and visiting lecturers. There are about 600 students at any time and
the number of training days yearly is 100,000.

Merita Pankki Data (Merita Bank Data)51

The organisation under study is a part of the largest bank in Finland. The case
study department, ADP (automated data processing) security department, consists
of 11 employees: department manager, secretary, planning engineers, system
programmer, project manager and three contact persons servicing the employees
of the bank (the internal customers). It is the responsibility of the department to
maintain and develop the security of data communications in the whole
organisation. The other departments with which the case study department
interacts on acquiring issues are the technical department responsible for
purchasing software, the equipment department who oversee the purchase of
small instruments and equipment, and the ADP Centre responsible for the
acquiring of large devices.

Osuuspankkitarkastus (OKOBANK)

The mission of the inspection unit is to manage, develop, control and co-ordinate
the security function, in order to control the risks connected with staff, customers,
bank services, offices and data processing. The bank security unit is divided into
three sections: service security, information security and office security. The case
section of this study, information security, is responsible for the policies and
principles of information security. The actions handled by the unit include the
assessment of risks and their effect on the business, the monitoring of legal
regulations and standards of information security, the monitoring of domestic and
international development in the branch, the formulation and co-ordination of
rules, and the co-ordination of  training in the area.

                                                          
51Since the interview, Merita Bank has joined forces with the Swedish Nordbanken. The new
organisation is called MeritaNordbanken.
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6 Case Relations

6.1 Relations Between Avionics Division and Its Customers:

Finnair (A1), Air Patrol Squadron (APS) (A2) and National

Bureau of Investigation (NBI) (A3)

Relation between Avionics Division and Finnair (A1)

The customer in this relationship has a repair workshop of their own, however,
part of the services are bought from subcontractors. Approximately 20 to 30% of
the customer's avionics repair is subcontracted. In Europe, the seller company has
4 to 5 competitors in the field.

In this relationship, the service offered to the buyer is the repairing of different
avionics instruments and equipment like gyroscopes, clock devices and artificial
horizons. The relationship has existed since 1974. On the seller side are, the
people involved in interactions are the division director, the technical director, the
maintenance manager, the maintenance supervisor and the sales manager. On the
buyer side, the department manager, the maintenance manager, engineering
supervisor, designer of work efficiency and practical operator in maintenance all
take part in the relationship.

The people responsible for the relationship have worked as counterparts since
1987. The counterparts before that were the current technical director of the seller
company and a former teacher of the seller's division manager, with whom he
also worked as a counterpart from 1985 to 1987. The change of the seller's key
person did not affect the ways of interacting due to the fact that the personal
networks of the former and current key people are similar, to a large extent. Had
it not been like this, the job might have remained as it was but the network of
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personal relations would have changed. In general, there have only been a few
changes in the personnel on both sides. Some younger people have come in; for
instance, the maintenance manager on the seller side has only been in the
company since 1990.

Officially, the case study relationship is a subcontractor relation based on a
written general agreement that has been adjusted once in the 20 years it has been
valid. The current contract was made in 1988. In the contract, warranties and
terms of delivery have been agreed upon. Prices for work and material invoicing
are negotiated yearly.

To maintain the relationship, the customer's workload was divided evenly to
ensure the workload in the seller company, especially during the recession in the
beginning of the 1990s. During recent years co-operation has widened; there are
certain devices that are always repaired by the Avionics Division and the buyer
may not even have  the equipment or the competence for that kind of repair.

Basically, the relationship has stayed unchanged although the timetables have
become tighter. Before, more time was spent visiting each other. The buyer,
looking backwards, sees changes – the relationship has widened and deepened,
due to the credit the seller has gained through qualitative functioning and
trustworthiness. Furthermore, the buyer has concentrated supplies to increase
productivity, and this has also affected the relations.

The seller's first reason to co-operate with the customer is the customer itself
– it is the largest Finnish general aviation company. As such, it is an excellent
reference for any job for the seller company, both as an operator and as a
technical maintenance company. The fact that the seller is able to work with this
customer means both quality and price references because the client would not
use them if their price level was too high. Additionally, technical help and
knowledge gained through the customer is important to the seller. The buyer is
also a gate to heavy civil aviation for the seller. If this relationship did not exist,
the supplier would be totally bound to the Finnish Air Forces and its culture, with
85% of the capacity sold to them. The relationship with the focal customer is
therefore a balancing factor for the division.

The reasons for the buyer to co-operate with the seller are the spatial closeness,
their competence and speed, and their price levels. Trustworthiness and quality
are crucial in the branch. It has happened that, because of a device that was badly
repaired by one of the seller’s competitors, an aeroplane in Tel Aviv with 300
passengers had to wait for a replacement for an hour. The price of the equipment
was about US$ 17,500 but the delay cost at least as much.  Because of the cost of
losses, everything must be of high quality.

The parties in the relationship are dependent on each other. The seller party
sees the other in the role of big brother. According to them, the main dependence
is on information. With only about two days worth of work per year, the buyer
provides the seller with general knowledge of aviation infrastructure and culture.
The supplier can compare this with the aviation culture of the Air Forces.
Another source of dependence in this relation is the co-operation on the technical
level.  The quality demanded by the buyer helps the seller to improve itself and



206

the buyer's dependence on the seller is based on the seller's state of functional
readiness. In the case of a relational break-up, the buyer would for some time
have serious trouble in providing solid vice devices.

Perhaps the most important dependence of the supplier party on the buyer can
be seen through the utilisation of the manuals provided by the buyer. As a service
unit, Avionics Division does not own any planes itself. Thus, to be able to act,
they need the manuals and revisions to be provided by some firm. Should this
relationship end, their access to the manuals would end, as the updated manual is
valid  for only a year.

The seller has been making adaptations in work routines to fulfil the
expectations of the buyer. In the branch, a critically important factor is flexibility.
It has happened that in a crisis situation, a device was sent in the evening by taxi
to the seller who repaired it while the taxi waited and then sent it back in the
morning. This kind of company culture is appreciated by the buyer, not the
culture of merely collecting money and sticking to the written contract.

The first goal of the co-operation as expressed by the buyer is that of ensuring
the customer's own action. Their goal is quality, meaning the fact that the
aeroplanes fly. Starting from that point, the workload bought from the service
provider is expected to fulfil the requirements. An additional goal for the
customer, concerning the relationship, is the wish for a Finnish company to take
over the tasks of the customer's daughter company, working on small planes with
one motor, because those customers are too small for the buyer company.

For the seller, an additional goal is the advantage of customer potency. The
seller does not trade with the competitors of the buyer but rather trades with the
customer's co-operators, through the customer. This relationship allows the seller
access to meetings between flight companies where it has an opportunity to
market itself.

Interaction occurs at two levels in the relationship. The work flows constantly
between companies at the operative level while interaction at the marketing level
is more sequential. Approximately every two months, the people that are
responsible for the relationship contact each other and exchange information on
ways of operating, licenses, competencies, etc. Furthermore, issues concerning
flying security and governmental regulations are discussed. Physically,
information is exchanged in quality handbooks and in discussions, either on the
phone or face-to-face. Normally, working information is exchanged by fax and
on the phone while commercial information is exchanged on the phone or by
electronic mail. Approximately every two months somebody from the seller's
operating group visits the customer.

Concerning the working operations, contact is made by the buyer
representatives to ask about delivery times, flaws in the device, etc. Furthermore,
in the case of reclamation of both work and invoicing the buyer is the initialiser.
The seller may contact the  customer to inform them about the work situation or
deflection noticed, for example.

In the relations between the representatives of the buyer and the seller, social
issues play a substantial role. The interviewees have also acted together to create
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avionics education in Helsinki University of Technology. The technical director
of the seller company also visits the interviewee's superior, basically due to their
personal friendship. Both the technical director and the division director have
plenty of personal relations with the representatives of the buyer: old work-mates,
student friends and old teachers. Also, at the operational level, some of the
individuals have previously worked for the buyer organisation and thus have old
work-mates from there. This makes the interaction between parties easy.

The major problem for the seller in the relationship is uncertainty. Future sales
and work flow can not be forecast, partly due to the fact that the breakage of
devices is not foreseen. Uncertainty is also created by the economic perspective
of the buyer. Lately they have had to focus on short-term economic issues. One
way of diminishing the uncertainty is the widening of the co-operation that will
materialise through the new quality system.

For the future of the relationship, licenses are a prerequisite. The functional
and technical quality of the service must be maintained and flexibility has to be
sustained, as well as delivery times. The price must stay competitive, although it
is open to negotiation and is discussed yearly.

The buyer sees the general trends in the company's aviation business and the
small plane business as potentials for change in the case study relationship. A
major influence perceived by both parties is the seller's relationship with the
Finnish Air Forces. On one hand, testing equipment used in repair is partly
owned by the Finnish Defence Forces, while on the other hand the buyer is afraid
that, if the seller has to make more inputs in the military relationship, the buyer
cannot be served  as well as it is being served now.

Relation between Avionics Division and Air Patrol Squadron  (APS) (A2)

The commodity exchanged is the repair and maintenance service of different
radio devices located in the helicopters of the buyer party. In addition to the
repair or maintenance job itself, due to the heavy regulation every device must be
accompanied by documentation. With each repair or maintenance check, a
certificate must be delivered with the device to the buyer, whose representatives
control the quality of the seller's work.

The relationship between the parties has existed for 20 years. The interviewee
on the buyer side has personally been involved since 1990. The number of
interactive individuals exceeds five because of those at the operative level52. On
the seller's side, the division director and the maintenance manager are the active
parties in the relation and on the other side the chief officer, the maintenance staff
and aeronautics have contact with the seller.

In the relationship, there is no written contract as long as the authorities do not
demand it. The buyer party does not perceive any change in the relations. In their

                                                          
52 Daily operational actions and the number of interactive person at that level were not very
familiar to the buyer respondent.
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opinion they have received qualified work and service, even without any formal
contracts. The seller would, however, feel more secure if there was a contract.
Prices of individual purchases are agreed at the operational level.

The branch is tightly controlled by the authorities. The seller's licenses must be
valid and in order, and only tasks authorised by the licenses may be conducted.
The economic restraints on the buyer side are expressed in the yearly budget.

The boundaries of the relational development lie in the chicken-and-egg
phenomenon. Due to the low number of helicopters and their radio devices, the
seller is not interested in improving  the state of repair readiness and, accordingly,
the buyer is not able to utilise the seller's services more than they do now.

Interaction in the relationship takes place at two levels. At the operative level
there is interaction in accordance with the work flow. At the decision-making
level, the division director and the chief officer keep in contact quite seldom,
mainly when a problem arises which cannot be solved at the operative level. Both
parties admit that mutual intercommunication could be improved. Usually, when
the buyer party buys new helicopters they ask the seller about the possibilities of
repairing or maintaining certain devices.

For the future of this relationship, decisions made by the Finnish Parliament
about the purchase of helicopters for the Defence Forces will play a substantial
role. Should the Defence Forces acquire the helicopters, the potential for the
seller would increase and in the co-operation among the seller, the buyer and the
third party, the Defence Forces, the relationship could be developed.

Relation between Avionics Division and National Bureau of Investigation
(NBI) (A3)

The products in focus are different ready devices and equipment for the
customer's purposes. Along the years purchases have occurred every now and
then. In 1995 the content of the relationship changed from repeated transactions
to ongoing interaction. Then the buyer found a device that had no importer in
Finland and the buyer asked the seller to import it because he knew that other
units of Police would also like to buy the device. The reason for that was the
reputation of the seller. In a crisis situation, and being in practice a part of the
Finnish Defence Forces, the company was perceived as trustworthy. Furthermore,
import was part of the seller's line of business.

During the last two years, the relationship has become more intensive and
there is a clear attempt on the buyer side to enhance the existing relationship.
Today, the repair and maintenance of many customer's devices are typically done
in England, sent and received through the seller. For the time being,  the buyer is
marketing the devices imported by the seller within the Police to ensure the
profitability of the maintenance of these devices in Finland. The buyer has also
tried to persuade one producer to switch from its current importer to the seller
company.
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The interacting people in the relationship are from the buyer's instrument
office and the seller's sales manager and software specialists. In small deals the
decision-maker in the buyer party is the interviewee himself, responsible for the
technical development of the buyer unit. In bigger projects  the board of directors
of the buyer is involved in the decision-making. In accepting the project, the
buyer is also agreeing to the prices for the equipment.

Interaction between the respondents of the study is regular even though there
might not be any knowledge of up-coming deals. The buyer gets its money from
the national budget, awarded by the Parliament, and this sets limits on the
economic exchange in the relationship. However, exchange of information takes
place all the time. The sales manager constantly scans the global markets,
informing the buyer about new equipment, devices and other improvements in the
area. He may send a copy of an article that might interest the buyer, for example.

The personal relationship between the interviewees has deepened during the
past three years into a personal friendship. Operational instruction for the
equipment was given in England where the interviewees went together. Getting
to know one another makes interaction and information-exchange easier.
Information is exchanged on the phone or by electronic mail and is initiated by
both parties.

The buyer is satisfied with the seller due to the functional quality – information
on the state of existence, even in the case of dysfunction. Because of the branch
the buyer is in, a low profile on the part of the seller company suits the buyer
well.

For the future of this relationship, the seller's trustworthiness is the key issue;
the buyer does not want to be a reference for the seller. Furthermore, it wants to
be sure that information gained in this relationship does not leak. Thus, other
relations of the seller have a critical effect on the future of the focal relationship.
Continuous contact, despite the budget situation, and the seller's knowledge of
the buyer's needs have a positive effect on the enhancement of the relationship.

6.2 Relations Between Installation Division and Its Customers:

Kyro (B1), Tako (B2) and Neste (B3)
On the seller side, the same project managers usually act with certain customers.
If that person is occupied with other projects when his regular customer contacts
the seller division, however, a change of contact person is made. In this industry
it is typical that the seller's project managers have had contacts with different
companies that today belong to the same pool.

Metsä-Serla group provides an example of current customer relationships in
the industry. Case relationships B1 and B2 are individual relationships between
the seller division and the buyer companies. However, the seller also has
relationships with three other independent companies within the same group.
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Relations between Installation Division and Metsä-Serla Kyro Paper and
Board Mill (Kyro) (B1)

In the case relationship, the commodity exchanged is the installation of process
instruments, assembly services and material. The exchange materialises as
projects, worth between US$ 70,000 and 105,000, and in minor installation
services as well as  some selling of materials to the customer.

The number of people in the relationship varies according to the work
situation. The respondents – the project manager as the seller and the planning
engineer as the buyer – have been interacting for ten years. Others interacting in
the relationship are the purchase function and area supervisors from the buyer
party and occasionally the division manager from the seller company. Also,
workers come into contact with representatives during the projects.

Instrumentointi

Installation Division

Metsä-Serla

Äänekoski

Tako Board Mill

Kyro Paper and
Board Mill

Board Mill

Kangas
Paper Mill

Äänekoski
Art Paper Mill

Kirkniemi
Paper Mill

Figure 6: Relations between the Installation Division and Metsä-Serla Pool.

The relationship between the two companies started in 1964. Earlier, the
number of installation employees in the buyer company was higher and
subcontractors were used only in large projects. Due to the bank's call for
decreasing the staff, small projects also look to outside labour. According to the
seller, their staff has been working on the buyers' premises on and off for about
seven of the past nine years.

The relationship is perceived as a subcontractor relationship on the buyer's side
while the seller sees it as a co-operative relationship. There is no core
competence crucial to the relationship, because both parties have years of
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experience in the implementation and maintenance of instruments. However, the
seller may have labour with more experience in installation than the other party.
Accordingly, the work situation of the buyer party is the main reason for the
trade.

Over the years, the buyer party has also had other contractors besides the
seller, but for the time being the seller is a purveyor to the buyer because the
mutual rules of the game are clear and the buyer does not experience any risk in
acting with the seller. The seller's installation labour work on the buyer's site;
they know the place and therefore do their job efficiently. Furthermore, the
parties have negotiated the unit prices, which makes settling the projects easier.

The companies have no maintenance contract; every project is contracted
individually. Despite the lack of formal contracts, the seller has a solid base on
the buyer's premises where tools and other equipment needed in establishing a
site for a project are stored. In this way, both time and monetary costs are reduced
in the event of a new project.

Communication between the parties depends on the need – it may be once a
month or once every six months. The seller's project manager communicates with
a buyer of the other party at least once a month. In this case, due to decision-
making power being at quite a low level, the number of buyers exceeds ten. In
most cases the initiator of the communication is the buyer, though sometimes the
supplier may make an offer. In social communication the initiative is in the
seller's hands; the seller organises a social happening for the customer's
employees once a year.

Information is mutually exchanged on all kinds of technical issues: materials,
documentation (installation drawings), user experiences and future plans of both
parties. Additionally, to get the deal the buyer may ask the seller to fix the price
of an offer. Information is mainly exchanged via telephone while mail is used to
send drawings and offerings.

According to the seller's project manager, trading is based on personal
relations. In the beginning of trade, the image of the company plays a substantial
role as a guarantor of power and money. After two or three projects, the relations
become more personal; a certain status is created that affects the manner of
trading and the access to information.

Both interviewees perceived the high level of service and the moderate level of
price as the main factors for future interaction. The seller also cites the
importance of being on top of developments. The buyer forecasts changes in
bargaining due to the change in the ownership of the buyer company. For the
moment negotiations are handled locally, but in the future, large projects in
particular may be negotiated at the corporate level, which may also affect the
equipment and installation services. The customer respondent assumes that
decision-making power will move to the upper level of the organisation, due to
changes in the financing structure.
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Relations between Installation Division and Metsä-Serla Tako Paper and
Board Mill  (Tako) (B2)

Automation installations, together with testing and tuning, are the focus of this
relationship. Of the people involved in the relationship, the buyer respondent has
personally been interacting with the seller company as a project manager for
approximately 20 years, while the seller respondent has only had one project with
the buyer, starting with the offer in autumn 1995. However, the seller respondent
has been working with the other unit of Metsä-Serla, Äänekoski, since 1985 and
he has represented the seller company since 1989. Other persons involved are the
seller's division director, the people working on the buyer's premises, as well as
design engineers and supervisors of the buyer party. Furthermore, the factory
manager and the technical manager of the buyer visit the seller company every
now and then. The seller's managing director, their division director and the
seller's project manager participate in meetings where the deals are closed. From
the customer's side, the participants in the meetings are usually the project
manager, the technical director and the buying manager.

The buyer party defines the relationship as a co-operative one while the seller
party sees it as a subcontractor relationship. The bases of the relationship have
remained unchanged, although some changes have occurred in delivery due to
changes in technology.

The customer's reasons for operating with the seller are the size, (i.e. the
resources and the capability to serve), the spatial closeness and the long-term co-
operation. The seller's representative sees the quality of work and characteristics
like honesty and fairness to be the main reasons for their success in the
relationship.

The customer's representative does not consider his company to be dependent
on the seller party; they do not have any mutual contracts concerning continuous
maintenance. On the seller's side, the selling company sees the buyer party as one
of the pillars of their business and thus sees itself as being dependent on the
customer.

The interviewees´ opinions about the common aim of the parties in the
relationship differ to some extent. The seller sees economic issues of both
parties – a win-win situation – as a common aim at the general level, with goals
concerning the project being settled together. The buyer mentions spatial
closeness as a common goal. This has two aspects: the mental effect ("we are
from the same district, Pirkanmaa") and the economic aspect, saving on labour
costs during the project.

The buyer finds that business cultures have an impact on their relationship
with the seller. According to him, the seller's competitor operates in a more
centralised fashion  from a distance. They offer maintenance service in Tampere,
but projects are handled  elsewhere. Thus, the contact  is different from that with
the seller.

The buyer party does not make any adaptations in the relationship. Due to the
need for ongoing production, the installation of equipment and devices must
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match the planned time schedule. Thus, the installation is bought from the
optimal supplier in the situation. The buying party's employees have to adapt
themselves to the time boundaries dictated by the production needs. Perhaps due
to the nature of projects, it has never occurred to the seller that they would
specially adapt their operations to those of the buyer.

The content of a relationship is mainly bound to the projects. On the buyer
side, resources needed for a  project are either bought from one main contractor
who hires the subcontractors, or directly from different sources. In cases where
the main contractor does not produce the equipment or devices needed, or the
buyer wants a competitive product for its system, direct buying is used.  The main
contractor would not deliver competitive products, making it difficult to build a
working whole.

In the buying process, the buyer's automation department typically sends
invitations for tenders to three potential suppliers and informs the buying unit of
the company. The role of the buying unit in bargaining is to define the
commercial terms, terms of payment, etc., and to make the final order. In closing
a deal, every buyer company has a basic project contract model that is tailored for
each individual project and signed by the parties.

After receiving the bids, a summary is made and the buying unit is contacted to
join the process of deciding which companies are asked to participate in further
negotiations; there are two or three and the case seller company is typically one of
them. However, due to the seller's limited resources, both human and material, in
a given period of time competitors of the seller company are also used in projects.

The process for completing a deal varies with the size of the project. In a large
project, like installing a new paper machine, it takes several weeks to accomplish
the purchasing  process while the realisation of the project itself takes about half
a year. The purchasing process for a minor project, during a Christmas break in
the factory for example, ends about three weeks before the planned start of the
project.

In the latest large project, the modernising of a board machine, in which the
seller also participated, the main contractor delivered the quality system and
mechanical assemblies. Some equipment was also acquired from a German
manufacturer – even though the main contractor produces competitive equipment
– and was installed by the main contractor. In the last phase, the installing of
cabling, equipment of different manufacturer origins must be coupled, tuned and
tested. The work for this phase was bought from the case seller company.
Altogether, tens of contractors were engaged in the project.

All the equipment that is part of the delivery is usually tested on the
manufacturer's premises, under the supervision of the buyer's representative,
before shipping them to the buyer's premises. There, a mechanical installation
followed by an automation installation joins the part to the existing operational
system.

In a project, keeping to the time schedule is a core issue. During a longer
project (e.g. half a year), the parties may arrange a meeting to oversee the
timetable or a visit to the supplier once a month. If the supplier is a subcontractor,
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representatives of both the main contractor and the end user are present. In other
cases, it may be just the supplier and the customer, sometimes with a consultant
who represents a design engineering bureau. Design engineering is a preceding
phase of a project. In projects from US$ 17.5 million and upwards, the design
engineering process may take a year or two before any invitations for tender are
sent out. In the case study company, design consultants from outside the company
are utilised, due to the small size of their own design engineering unit.

Official contact between the parties is made when bidding and during the
project. Contact between the interviewees takes place weekly; at the operating
level contact is even more intensive. Initial contact concerning the upcoming
project lies in the hands of the buyer party. Before issuing the official written
invitations for tender, phone calls are made to gauge the interest and capabilities
of potential suppliers to fulfil the requirements of the customer.

However, there may be decades in between investment projects; during that
time, then, contact is kept through automation fairs. The seller respondent sees
those fairs more as a social event than a professionally fruitful event.
Additionally, contact in between projects is kept via phone calls and occasional
face-to-face social meetings initiated by the seller party. Contact is made at least
once or twice a year to remind the buyer of the seller's existence.

Information exchanged between the parties mainly concerns labour resources,
materials, price and other conditions for the projects. In addition, information
related to new possibilities offered by the supplier as well as future plans of the
customer may be exchanged.

The exchange of informal information depends totally on the extent to which
an individual is known. The buyer's perception of the role of acquaintanceship
between the parties' personnel affects the actual working relationship during the
project while deals are based on 'hard facts', i.e. resources and the economic
situation.

Information is exchanged using the postal system, electronic mail, phone, fax,
and face-to-face meetings. Today, design drawings are also transformed
electronically; drawings are supplied on hard disks and can be kept in the
archives.  Paper drawings are produced when necessary.

In addition to information received directly from the other party, the buyer's
representatives travel around the Finnish and foreign premises, gathering word-
of-mouth information about the seller and its competitors, for example on how
well they have succeeded in their projects.

According to the respondents, personal relations emerge in various ways.
Between some, attraction is mutual from the very beginning, while between
others one instinctively knows that there will never be such a relation. However,
long-term business interactions will create some degree of trust based on the
knowledge of the other, his/her way of behaving, etc. The deeper the personal
relations, the easier the interaction. In a good relationship, the time used to
discuss work-related issues withers, and contact may be made without time limits,
so that things may run more smoothly and resiliently.
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In the future, mergers and company trades may alter actions, but no major
structural changes are expected because automation in Finland is a small circle
where everybody knows everybody else in the field. If the relationship is to be
continued, the seller must stay competitive and the deliveries must remain of high
quality. From the seller's point of view, the customers' needs come first and this is
something the supplier cannot affect. After this first phase, the competitiveness of
the seller becomes primary; this is created by good relations, qualified work,
references, etc.

Relations between Installation Division and Neste Engineering  (Neste)
(B3)

The buyer company is served with both design engineering and installation by
the seller company, although seldom in the same project. The contracts vary from
holistic installation projects to small automation and electric installations. Tasks
may take a day (rare), to a week or two, a month, or even half a year. The labour
force also varies: in September 1997 there were over 100 workers on one of the
customer's premises while in the autumn of 1996 there were ten on one premises
and five on the other.

The person responsible for the relationship on the seller side has worked
before on  the customer's premises and is thus acquainted with the area. Joining in
the interactions on the seller's side are the division manager, workers and
supervisors, plus the division and project managers in the design engineering
division. On the buyer's side, project managers and project supervisors are the
active parties in the relationship. In course of the growth of both companies, the
level of the negotiating parties in the relationship has changed from managing
directors to project managers. In the focal relationship there is also interaction
between the labour working on projects and the customer.

The relationship between the customer and the supplier has existed for over
30 years, while design engineering services have been purchased from the
supplier company for some 15 years. The customer is an intermediary whose final
customer is the oil refinery, but the refineries sometimes buy projects directly
from the suppliers to save costs. Thus, in some cases the parties in this
relationship compete with each other over a contract.

The respondents consider the relationship as a co-operative one. The buyer
company makes the potential suppliers compete with one another yearly over the
installation and design engineering contracts, in addition to separate projects. In
1997 the installation contract was made with a competitor of the seller while the
design contract was made with the engineering division of the seller company.
Co-operation exists in mutual planning and considering better ways to act, despite
the state of official contracts.
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Instrumentointi Neste
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Porvoo Refinery

Naantali Refinery

Figure 7: The individual relations among the units of the supplier and Neste
Group.

The relationship between the parties has grown stronger thanks to the
trustworthiness, economic background and personal relations at all levels, from
the owners of the seller company to the workers. Furthermore, the relationship
between Neste Oil and the Service (Petrol) Station Systems Division of the seller
company has strengthened ties between the two companies. According to the
seller's representative, the relationship has become more demanding due to
competition and the lack of extra money. Less social events and more and harder
work in projects have resulted.

The buyer party cites the seller's size (largest in their field in Finland) and
knowledge about the buyer as reasons for trading with the seller. The seller has a
basic state of readiness due to fact that they have had work quarters on the buyer's
premises for over ten years, even though a few years ago there was a two-year
period during which the seller lost every bid for projects. Another strength
mentioned is the degree of supervision during the projects. On the seller's side the
reason for interacting is the potential for work; Neste group is one of the biggest
customers of the division.

The buyer considers itself dependent on the seller's skills and competence to
some extent. For the seller, the buyer is one of its biggest customers. However,
during the years in which the parties did not trade with each other, the seller was
fully occupied by other customers and thus does not consider itself dependent on
the other party.

The reputation of the supplier is critical for the customer, who cannot afford to
work with partners with a bad reputation. Therefore, the customer has its
reserves, a register in which suppliers are classified. However, especially in
design engineering, the company's reputation is not the only factor that counts;
often the result of the work rests on individuals. The importance of the other
party's reputation is mainly seen as a reference for new customers on the seller's
side.
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For the buyer, the company's culture plays a role in how the supplier takes care
of its responsibilities regarding labour. The customer gets information about
whether the wages have been paid by the installers, for example. Due to the use
of "grey labour", a common problem in the branch, the customer company insists
that 60% of the labour working on a project are regular employees of the supplier
company. Furthermore, taxes and other legal payments have to be taken care of.

Together with regulations concerning electric security, taxes and social
payments are the concern of all customers in the branch, and relations to the
labour union via appointed representatives are crucial. In the projects that are not
completed or that change a lot, personal relations play a crucial role. The most
important issue is the maintenance of relations, mainly with the project manager
and project supervisors who are the operational leaders during the project.

For the seller, every customer has a different culture. Even within one
company, Neste, the ways of acting (e.g. ordering, paperwork and billing) differ
from department to department. In the customer corporation, commercial
negotiations are handled by a separate organisation which ensures the similarity
of negotiations. Depending on the unit ordering the work (refinery or the case
study unit), there is a difference in the project supervision; if the customer is a
refinery, the lack of project management creates stress on the supplier side.

Mutual goals are settled on for the project, not for the whole relationship.
During the project, daily contact is common; otherwise the project manager of the
buyer calls at least once a week.  Parties have preliminary project time schedules
that are focused on the next period in the meetings. In these meetings, held every
two weeks, evaluation of the progress of the project is made.

In every project, a working diary is kept. On the basis of this diary, deviations
from the contract are controlled and the settlement is negotiated at the end of a
project. Evaluation during the project takes place in the field meetings every two
weeks during which the current situation is written down, focused plans for the
next two weeks are made, issues needing discussion are negotiated, etc.
Combined with the meeting, social relations are maintained by offering lunch to
the customer's representatives. Other important people with whom relations are
maintained are the consultant supervisors used in the projects.

The time span in planning interactions between parties is long, while, in
practice, trends in the economic situation are short. Decisions concerning
investments are made in the beginning of the year. However, for preliminary
estimates of resource needs, the parties discuss future trends and decisions,
project plans, etc. already beforehand. The bargaining of individual projects
happens one at a time.

The information exchanged concerns work-related issues and especially the
seller company's issues. Being a public company, the buyer does not easily give
official information. However, because of the good personal relations, unofficial
information can be exchanged. For the physical exchange of information the
parties use regular mail, telephone, and sometimes electronic mail. Face-to-face
meetings are held about once a week when the seller's project manager visits the
buyer's premises. People from the buyer party visit the seller's premises a few
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times a year, meeting the heads of the company, giving official briefings and
socialising with the seller's representatives. The customer participants in these
visits are project managers, current project supervisors and the people with whom
business is done.

In the focal case, the interviewees socialise with each other at the family level.
In spite of being good friends outside the workplace, in working situations they
always represent the company that pays their salaries.

To ensure the future of the relationship, the resources and special skills of the
seller company's workers have to remain at least at current levels. For the
customer, security is primary because they are dealing with fuels. The seller sees
keeping to delivery times as most important; in industrial firms, losses in
production caused by the delays in projects are considerable, compared with the
costs of the projects.

6.3 Relations Between  Service (Petrol) Station Systems Division

and Its Customers: Esso (C1),  Teboil (C2) and SEO (C3)
Due to the organisational structure of the seller division, the responsibility for
customer relations rests with many key people. To elaborate the relations, three
representatives who take care of existing customer relations were interviewed
simultaneously at the division's request.

The seller's customer relations people interviewed in this study were the sales
manager who has had over ten years of experience in sales with this company and
whose former employer is a big customer of the division,  the product manager
who has been in the company over seven years and who has had previous
experience in product development (using the same technology), and the manager
of maintenance who has spent over 16 years in the company, 12 of which were in
customer service.

The Products

The division provides complete service (petrol) station systems tailored to meet
specific customer needs. A complete turnkey system includes the necessary
piping, tank installation and electrification. In addition, the company also
supplies high quality components for existing service (petrol) station systems.
Products of the automation department are payment terminals and controllers. In
the division, the dispenser unit is responsible for different pumps and the
technical service unit takes care of the maintenance and repair of equipment
through their extensive service network and spare parts service.

On the customer side, the dispenser and payment terminal equipment at major
oil companies' service stations are owned and maintained by the mother company
even though the service station may otherwise be owned by a private
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entrepreneur. All the equipment of the service station system delivered by
different suppliers are connected to the mother company's information system. In
addition, one company has on-line payment terminals connected to a network
which relays the payments and card checkings directly to banks. On the other
hand, the dispensers and equipment in service stations belonging to the SEO co-
operative are acquired, owned and maintained by individual station
entrepreneurs.

A typical project for the division is a change in the existing system. The
introduction of a new credit card, new bank notes or coins require changes in
equipment and/or software programs. In the process, mutual negotiations about
technical realisation and commercial issues of the project are carried out, the deal
is closed, and the development project is accomplished. After that, the programs
are installed on the customer's system and tested together with the customer.
Follow-up and maintenance are part of the project as well. In project offers, the
evaluation of delivery times is crucial; should it fail, the seller loses – delays
cannot be invoiced from the customer and financial sanctions must be paid. In
normal cases, offers do not include heavy documentation but rather verbal
expressions of customer needs lead to mutual definitions of products.

In product development, the activities vary from developing new
characteristics for existing products to innovating and creating new models.
Product development in the division is mainly based on customer feedback, needs
and wants. The product platform, the basic technical solution of the equipment, is
the same for all customers. The development design is done by the seller alone.
At a certain point in the development process the idea and the equipment are
presented to  potential customers for their knowledge and consideration. The
release is done before the company's full readiness for immediate deliveries.
Because the equipment is investment commodities, their purchase must be
accepted by the customer's decision makers and included in the customer's
budget. Selling these kinds of products requires long-term planning from both
parties of the relationship. A new product is usually piloted in practice by one or
more customers and customers may buy equipment to test it before further
investment decisions.

The role of aftermarketing is to install the equipment in the field, take care of
guarantee maintenance, and then of maintenance according to maintenance
contracts. In those contracts, monthly maintenance fees are solid. Usually,
maintenance deals are negotiated by the maintenance unit apart from equipment
deals. However, at least some maintenance price offers are given to potential
customers in the bargaining of equipment. Maintenance prices are checked
yearly.

Today, the need for card payment terminals is emerging. This will change the
trade from selling and purchasing of ready products into co-operative product
development projects between the supplier and the customer. The aim of the
seller is, through product development and software activities, to sell dispensers
and payment terminals that actually make the turnover of the division.
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The Supplier's View

Internal interaction

In the division, the sales unit communicates separately with both the product
development and the maintenance units. Sales and product development have a
firm interaction concerning both software and equipment development.
Maintenance and sales interact in aftermarketing issues. Feedback from
maintenance to sales may show a sold product to be inapplicable in the
customer's existing system, for example, requiring another investment of tens of
thousands to make the system work. Another issue discussed may be the pricing
of the installation; as given by the maintenance, the price may prove to be too
low.

Development and maintenance have less communication with each other, and
it  usually concerns technical issues. An example of that is a repeated fault in the
automates in the field: receiving all reports of defects, the maintenance unit
contacts the product development unit to look for the fault in the software.

In large oil companies, the buyer unit making the purchase is separate from the
field stations where the products are installed and used. Therefore, it is crucial
that the salesmen responsible for sales are aware of what happens in the field in
some customer cases. In the field, the buying customer should hear of the failures
from the seller in aftermarketing  rather than from the representatives of its own
organisation.

In these cases, the speed of internal communication can make a difference. In
some cases,  maintenance does not inform  sales because they do not regard some
delay as a big problem whereas the customer might do so. These situations
usually occur in normal maintenance practice, in daily interactions. The situation
differs from customer complaints, for which the seller division has clear handling
instructions.

In internal interactions, there is an ongoing conflict between the sales and the
product development units. When trying to please customers, the sales unit tends
to give promises, especially concerning delivery times, that cannot be kept by the
product development and the production units due to the full capacity of the
latter. The interviewees consider this to be fairly common in many homologous
companies.

In the cases described above, the role of marketing and sales is to
communicate the issues to customers as smoothly as possible in order to convince
the other party of the seller's capability to handle situations.

In the seller division, no comprehensive quality system exists but descriptions
of functions do. The quality system has been under work for many years.
However, the importance of the system seems to be diminishing due to the
qualified way of operating without the documented quality system. The
interviewees admit that  preliminary auditing of the system has revealed some
quality gaps in the operations. For the customers, the promise of working towards
quality improvement has been enough.
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Customer relations

Concerning the characteristics of the business, the number of people interacting
in supplier-customer relations is high. The service station managers and
personnel interactions with aftermarketing differ from those of the buying
personnel in the head offices or in the area offices. Accordingly, various relations
exist between individuals, too. The seller's representatives have to get along with
all kinds of people and have at least business-like relations. The relations
between the interviewees and customer representatives vary from distant to close,
for example where personal family matters are discussed or fishing trips are taken
together.

Depending on the customer, the role of different persons in bargaining varies.
In some firms, the operative level has lots of influence power in bargaining. On
the seller side, due to the expertise power of product development and
maintenance personnel, their representatives play a crucial role in bargaining.

In meetings with the customers, the participants vary according to the task. For
instance, in the negotiations on software development and software changes in
payment terminals or fuel dispensers both the sales manager and the product
manager of the seller participate in the briefings.  In the planning stage for a new
card, for example, customers may already contact the seller company to discuss
the realisation possibilities of the card's planned characteristics.

According to the seller representatives, organisational differences among
customers materialise in their ways of acting. Some organisations are very
bureaucratic: buyers are only interested in buying a product as cheaply as possible
and they know exactly what they need and want. The future of the equipment in
the organisation is not their concern, but somebody else's. It happens every now
and then that the equipment does not fit the existing system as such and costly
adaptations must be made to fit the new part to the old.  In other organisations, a
wider perspective is taken – they buy holistic systems.  Differences also occur in
the purchasing practices. Some customers want the offers to be delivered by an
exact date to an exact place and they open all the offers at the same time. In other
cases, interim discussions about price reduction are conducted. According to the
seller party, in companies with quality systems the functions seem to be highly
normative.

According to the seller, there are differences in communicating with the
independent entrepreneurs belonging to SEO, with the Finnish energy co-
operative and with large oil companies. The role of money is more critical in the
relations with independent entrepreneurs. Because of the life cycle of the
dispenser, additional equipment sales seldom exist. Through the producer's
responsibility for the equipment, some continuity exists in the relations, however,
even though there is no commercial interaction. About half of the entrepreneurs
have a maintenance contract with the seller. The price is checked once a year for
each subsequent period of twelve months and the contract can be terminated on
three month's notice.
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In the division, a customer survey concerning the seller's actions has been
conducted once. Some results confirmed the seller's own understanding. On the
basis of the survey results, some actions were renewed or at least an attempt was
made in that direction. However, the interviewees consider the utilisation of the
research to be vague.

In human relations, personal and role relations affect each other. A
prerequisite for role relations to turn into personal relations is a successful mutual
business. In human relations, according to the seller party, the personality of the
buyer is decisive. There are people who go straight to the work issues and there
are customers eager to discuss everything but work-related issues, which will
then be taken care of in a "subordinate clause". For instance, communication with
professional buyers does not reveal the background of a deal to the seller – how
many competitive offers the customer has, what are the decision criteria, etc.
Buyers' complaints about price, delivery time, quality, and such belong to the
bargaining game in these relations.

According to the seller representatives, in a good relationship price issues and
negative questions are easy to handle. One does not have to be careful to use the
"right" expression to announce a failure, for instance.

Evaluation of customers includes different dimensions. Customer invoicing is
followed up in the division but customer productivity is unknown to the unit.  In
addition to monetary outcomes, the time a sales manager spends on one customer
is also monitored.

With respect to equipment, incomes and costs are easy to calculate. In projects,
prior evaluation of time and materials is made by the seller while calculating the
offers. Once a deal is closed, negotiations on extra costs are not conducted even
though unexpected extra work may occur during the project. During the course of
a project, the customer is informed if delays are expected. After the project is
over, the seller side clarifies for themselves the reasons for extra works and
delays.

The seller representatives assess the future of customer relations by asking
about the plans of the other party. Actually, every meeting with the customer
includes an evaluation of the future and discussion about the framework of the
relationship. In most cases, the initiative comes from the seller but, if the buyer
party has just had a budget discussion, for instance, discussion of future plans
may be raised by the buyer. The information given by the customer may be very
general (e.g. about the area to be developed or the stations to be renewed)  even
though the customer may have exact plans concerning the equipment.

In the Service (Petrol) Station Systems Division, some dissatisfaction on the
customer side is created by the imperfect communication between sales, product
development and maintenance. On the other hand, the same dissatisfaction is
perceived by the seller. The attitude of the service station managers towards the
information sent by the head office seem to be negative. The perspectives of the
customer parties may be different. For instance: for economic reasons, the buyer
in the head office acquires some cheap equipment but the station manager would
prefer to have brand new equipment, creating a conflict between the units.
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Station personnel of the company are never used as references by the seller in
commercial connections with the customers' buyer representatives. Relations
between parties seem to exist at two levels, sales and maintenance. In the
relationships between the maintenance unit and the service stations there are
common goals in that well functioning systems bring consumers' money to the
station and reduce the seller's maintenance costs. It also means profits for the
supplier due to the solid monthly maintenance fee.

Problems frequently negotiated in customer relationships involve, in the
seller's view,  timetables. Customers want them to be short. However, due to an
unfinished building project, for instance, customers might not be able to receive
equipment at the agreed time. On the other hand, delays in delivery times for
some new addition to a dispenser or payments terminal may cause economic
losses for the customer. For instance, agreements on television commercials for
the new characteristics may have been made by the customer but, due to a delay
on the seller side, the characteristic cannot be implemented, creating
dissatisfaction in the buyer organisation.

From the seller company's perspective, a problem with large international
companies is their commitment to the corporate system which causes them to be
involved in international acquisitions. Thus, subsidiaries of oil companies can not
easily change  suppliers of equipment, for example.

The Customer Views

Esso (C1)

With over 20 years of history, the relationship has moved from a market
relationship to a co-operative one. From the beginning of 1997, the seller
company has taken care of the maintenance of all the buyer company's service
station dispensers, in addition supplying fuel dispensers, measuring devices,
payment terminals and control equipment.  The installation and maintenance of
dispensers is based on a binding contract between the parties made for four years;
after two years, conditions are mutually re-evaluated and re-negotiated if
necessary. Based on a general contract, service station automation trade is
conducted deal by deal.

At the commercial level, key people in the relationship are the division
manager and the manager of maintenance of the seller party, and the buyer and
the manager of the maintenance department on the customer side. The buyer is
responsible for the commercial negotiations of the traffic service department
contracts, and the manager of maintenance is responsible for the building and
maintenance of the service station network. At the operative level, the seller
company's maintenance staff interacts with the petrol stations' personnel.

In the customer company, suppliers are divided into three categories: A, B and
C. Based on the classification, resources are allocated to different relations. In
category A, to which the case seller company also belongs, relations are nurtured,
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face-to-face contacts are more frequent than in other categories, relationship
development is followed, and measurements are taken. In this classification the
80/20 rule is valid and there are tens of category A suppliers.

The boundaries of trade in the case study relations are set by an international
contract between the buyer company and the competitor of the seller concerning
the acquisition of fuel dispensers. Although the equipment comes mainly from
England, the seller company takes care of their installation. Concerning the
payment terminals, the buyer company has no contract. For the time being, there
are two suppliers in Finland. The buyer company would prefer a contract with the
seller company, even an international contract, in order to utilise the synergy
benefits that the seller company can offer.

In general, the buyer company prefers trading with companies of larger than
average size and with a good reputation. Exposed to risks, companies in the
branch perceive security and control to be important. In the case study
relationship, the supplier's business with the Finnish army is a substantial
reference with respect to the factors named earlier.

The new contract between the parties was signed in autumn 1996. The change
was initiated because of the buyer's need to improve the economic profitability of
the functions. The purchasing process took half a year during which the common
goals, such as measures for monitoring maintenance activities and commercial
issues, were negotiated. In the contract, faults are prioritised and categorised
according to the date by which they have to be repaired. In this purchasing
process as well as in all others, technical experts from both parties negotiate the
technical and functional issues, preparing them for the commercial decision-
makers.

The state of the new co-operation is evaluated every three months in a meeting
with a feedback discussion. After eight months of experience with this co-
operation, the buyer's opinion is quite positive. They have not received any
functional complaints from the field. However, a slight air of dissatisfaction rests
over information transfer in the seller company. Issues agreed upon at the
commercial level do not always reach the operational level fast enough.
Concerning the contract, some issues must be made more accurate in re-
negotiations. Experience has revealed some nuances that could not be anticipated
in the earlier bargaining process. On the other hand, the buyer's whole acquisition
format is changing.  For category A suppliers, only general lines will be drawn in
the contracts and the details are to be negotiated  deal by deal.

On the buyer side, the costs of the maintenance contract are compared monthly
with the old system. In the old system, the seller invoiced separately the hours
used in the maintenance and repair, travel expenses, and spare parts. In the
current one, a fixed monthly price per dispenser is agreed upon in the contract.

Information exchanged in the relationship at the commercial level concerns the
buyer company's future development and international background organisation
as well as the seller company's future plans. Information is transferred in face-to-
face contacts, by mail, phone and fax. For information security reasons, the buyer
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company has access to an intranet of the Exxon conglomerate but no information
is exchanged in extranets or over the internet.

Ongoing dialogue between the parties ensures that the customer's needs are
taken into account by the seller. Co-operative product development functions are
limited to developing functional issues such as protocols for communication
between machines.  Exceptionally, some measurement device development has
occurred in negotiations.

In the relationship, the seller has to be flexible and adapt its functions to match
the buyer's American business culture, and in particular, to match their quality
and security systems. In trading, the buyer does not demand a quality system from
the supplier, even though having an ISO standard may give the supplier extra
points in ranking.

The buyer party is satisfied with the focal relationship. Although operating in a
wide range of business, they have fewer conflicts than the average in the
company's supplier relationships. Usually, conflicts are handled at the operative
level though on some occasions influencers have been asked to solve the
problematic situation.

The buyer would like to expand trade with the seller because of the
heterogeneity of equipment in their service station system. Different fuel
dispensers, payment terminals, and cash registers from multiple suppliers do not
make operating easy. In the future, replacing old equipment with the seller's
equipment would homogenise the situation. Furthermore, the seller's trump card
is their aftermarketing competence.

A new common project of the parties is an international contract for
automation equipment. For the seller, new markets would be opened in Europe
while better prices and the maintenance competence of the equipment
manufacturer would create added value for the buyer.

Teboil (C2)

In the service station systems, the different pieces of equipment from cash
register suppliers, fuel dispenser suppliers and payment terminal suppliers have to
communicate with each other. Accordingly, the suppliers also have to be co-
operative in maintaining and developing the physical networks. These
relationships have an effect on the buyer's development policy and on trade
because the buyer does not want any obstacles in the technical development of
the service station systems.

The branch is very conservative and is governed by foreign equipment
manufacturers. Today, instead of buying certain equipment, a holistic
maintenance system is bought with the equipment. The buyer, looking back, sees
wave patterns in their acquisitions from different suppliers. From the very
beginning of the seller's business, they have had minor trade with the buyer. In
accordance with the competence development and marketing of the seller, its
share of the customer's purchases has increased and in some cases even surpassed
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that of the foreign suppliers in the dispenser line before decreasing again. In the
payment terminals and automation, the seller's competitor has always been a
bigger supplier; however, in totally automated service stations for heavy traffic
the seller has always been a more significant supplier.

The buyer's strategy in service station systems acquisition is to be loyal to two
equal suppliers whose equipment is developing side-by-side and who can be
expected to stand in the future. The ideal has not yet been reached. A third
supplier also exists, even though the buyer considers three to be too much. On the
other hand, the buyer does not see committing to one supplier as reasonable. With
so many groups of products, one supplier may exceed the others in some group
and lag behind in another. Applying a long-term perspective to the buyer
company's own future, decisions and selections are made according to the
assumed life cycle of the product together and the ease and financial advantage of
changes needed during the life cycle. Thus, a compact closed system with little
room for additions in the long run is not preferred by the customer organisation.

The buyer's criterion for keeping to existing suppliers is the avoidance of
heterogeneity in both maintenance and outlook. However, the buyer party
continuously screens the supplier markets. Even if dispenser models remained
unchanged, prices and rates of exchange change over time and also maintenance
services develop.

A long-term follow-up is made concerning quality security, in other words,
how well the different suppliers' equipment and models hold up with use. One
important issue with fuel dispensers is calibration, due to the costs of having
them adjusted. The life cycle of a dispenser varies, depending on its location. A
common life span is about 20 years, but after 10 years or 7 to 8 million litres of
fuel there is a critical point where the increase in maintenance costs is substantial.
With payment terminals, changes are needed because of changes in bank notes
and bank cards. The costs of the changes in all the buyer's all terminals are worth
approximately 260,000 dollars. Documentation for the equipment and software is
usually in the hands of the supplier. In the case of changes, the parties together
define which new characteristics are needed.

In the customer's view, the dispensers are standardised products with high
competition, and thus selling and marketing are the key elements in trading. The
suppliers seem to forget the fact that not only engineering skills or technical
competence are important in business, but also human interaction.

In the buyer company, the purchasing department handles the relations to the
suppliers. The customer's project manager is responsible for the maintenance
functions in the field, including the development of cash systems and their
automation with software testing and program definitions. On the buyer side 'the
internal police' of the company are very rigid about the reputation of the
company's counterparts. Tolerance is fairly low. According to the buyer
representatives, the reasons for that lie with the stakeholder structure of the
company.

In the case study relationship, in addition to the people who interact frequently,
the current top management of each company have met each other at least once.
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The products traded are dispensers and payment terminals including installation
and programming. The yearly revenue in the relationship varies from 260,000 to
525,000 dollars. The buying party's reason for trading with the seller is its
nationality; according to the buyer, to sustain domestic industries prices can be up
to 5% higher on domestic products than on foreign ones.

Co-operation in the case relationship materialises in program development
projects. In this co-operation, definitions of the new characteristics are
negotiated, changes are made by both the seller and the buyer company, and new
applications are tested together before the actual implementation. According to
the respondents, minor mutual product development of equipment has also
occurred on the buyer's suggestion.

The buying party considers the relations between the parties to be fairly
primitive. The equipment is offered with a certain price for the buyer to decide
whether to take it or leave it. According to the buyer, the seller has concentrated
on production and product techniques in order to develop a more economical
production. The outlook of the product seems to be a minor issue for the seller. In
this case, the differences in company cultures may have an effect on the relations.
There have been difficulties in software development due to the lack of mutual
communication skills.

The buyer party characterises the seller company as a technical rather than a
commercial company. One interviewee perceives the counterpart to be faceless:
"Though I have been the manager of our service station maintenance department,
which is responsible for 3000 dispensers, for 15 years, the counterpart has
remained faceless for me". The buyer's acquaintance with the seller's competitors
mentioned as one reason for the lower number of the seller's dispensers in the
buyer's network. On the other hand, the buyer's purchasing department is also
inclined to maintain a low profile towards the suppliers with respect to social
interaction. Technical and functional characteristics of the product are preferred
to personal interaction. However, personal interaction between the sales manager
and the buyer's project manager, as well as between the seller's personnel
involved in updating the software programs and the buyer's project manager  is
important. At the time of the interview, the updating project was going on and
contacts between the parties occurred weekly.

The intensity of contact between the parties varies. At the time of the interview
(August 1997), the customer's project manager and software personnel had an
intensive period. Normally, once every three weeks there is a situation demanding
the customer's contact with the seller representative. The sales manager of the
seller makes phone calls to the purchasing manager every two weeks. For the
buyer, the manner looks like a ritual, a normative habit. Face-to-face contacts
between people are few; the customer's development manager (earlier manager of
maintenance) has not met the seller representative in five years, and the
purchasing manager last visited the seller over two years ago.

The purchasing manager and the project manager of the buyer are very active
in contacting the seller party in the case of practical software problems in the
field. Faults in the equipment occur daily. Concerning the repair of these faults,
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interaction takes place between the individual service stations, the buyer's service
station maintenance department  and the seller's maintenance function.

According to the buyer, the same patterns of interaction seem to occur with all
the equipment suppliers. The customer complains about faults or high prices, and
in defence, the seller cites the rise of the dollar's exchange rate or the number of
foreign parts in the equipment.  After that, the seller usually invites the customer
to a sauna or a dinner.

Information exchanged in the case relationship is mainly related to daily work.
No information has been exchanged concerning, for example, the expected
changes in the programs caused by the year 2000, euromoney, etc. The seller has
not informed the buyer about its resources and capabilities in these issues. On the
other hand, the seller's sales manager is interested in the buyer's decisions about
the future. Due to having some major projects with the supplier's competitors,
standardisation decisions have not yet been made in the buyer company.

The relationship has not changed during the 25 years that one of the
interviewees has been working on the buyer side. According to him, there is no
quarrel but mutuality is lacking. For future development in the relationship, the
buyer party expects information about the seller's policy on equipment
development. On the buyer side, the uncertainty of the seller's future plans is an
obstacle to the development of trade in the relationship. They do not dare to
change their emphasis from large existing suppliers to the seller, due to the lack
of conviction in its future. Especially concerning the future of software
development, the area is very sensitive with no room for mistakes.

Using a marriage metaphor, the buyer party perceives themselves as being
engaged to the seller, especially with the card payment terminals and software.
On the other hand, should the relationship break up, there are relatively few of
the seller's products in the buyer's system, so they are replaceable if necessary.

The buyer company perceives the quality image of the seller company and its
products in a positive light. However, something else is needed – more personal
relationships between individuals. The buyer lacks a clear picture of the profile of
the seller division: is it maintenance, equipment, or sales? The seller is seen as an
amoeba, hard to catch, and empathy towards the buyer is felt to be missing. There
seems to be no interaction; this affects the relationship because, as one of the
interviewees put it, "decisions are finally made at the emotional level".

To improve the relationship, the buyer would prefer that one or two key people
on the seller side would handle all relations. They do not, at this point in time,
recognise anyone in the seller's organisation having responsibility for the
customer, nor do they see the seller as having anyone who would create the
prerequisites for discussion. Due to different functions of software development,
maintenance and sales, the people inside the firm do not communicate
substantially with each other. Thus, conflicts resulting from information breaches
on the seller side do occur.
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SEO (C3)

The role of the customer organisation as a co-operative of service station owners
is to create and maintain relations to suppliers and to transfer information to the
owners. Every station owner purchases his/her own equipment, and invoicing and
payments are handled between the seller and the buyer station with no bonus for
the co-operative organisation. When contacting independent service station
owners, the sales manager of the supplier company has noticed the substantial
weight of SEO (referred to here as the customer organisation) references.

Concerning the products sold by the seller party in the case study relationship,
the station owners usually trade with three suppliers of new dispensers as well as
a wide range of second-hand dispenser suppliers. The compatibility of the
equipment delivered by different suppliers is not perceived as a major problem by
the co-operative representative.

The people interacting in the case relationship are the sales manager and
maintenance personnel on the seller side, and  the area manager (20 years in the
company) and  others on the customer side. There have been many changes in
personnel on this side; two people with whom the seller's sales manager
previously communicated have left the organisation to establish their own
businesses in the branch, and the managing director has changed.

The case relationship is purely a market relationship. The active party is the
seller; its sales manager makes phone calls a couple of times a year to gauge the
demand for new service stations and customers' needs for changing dispensers.

According to the customer party, the reasons behind the present state of the
relationship can be traced back to its first years. As a small co-operative
organisation of individual entrepreneurs, the customer representatives felt that
they were underestimated by the individuals of the seller company. In the
interviewee's view, the seller party could not see their potential. Therefore, today,
the reference list given to the potential equipment buyers often lacks the name of
the seller party.

The customer representative's perceptions of the quality of the seller's
equipment are based on stories heard from independent installers and
maintenance firms who find that the seller's products require more ongoing
maintenance and repair than competitors' products and have higher operational
costs. However, the way that aftermarketing is taken care of in the seller company
is appreciated by the customer party. Problems are handled well but they just
occur far too often, according to the respondent who received this information
years ago. The seller has informed the other party about improvements made, but
the parties have not communicated with each other lately.

The customer perceives the behaviour of the seller party's personnel stiff and
authoritarian, in contrast to the tradesman mentality that is common in the
customer network. Social interaction does not occur between the service station
owners and the seller, nor between the co-operative unit and the seller.

The future of the relationship does not look bright. First, the perception of
product quality is negative on the customer side. Second, as long as the current
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people are responsible for the relationship, no changes in attitude can be
expected.

6.4 Relations Between Special Systems Division and Its

Customers: Police School (D1),  Merita (D2) and OKO (D3)

Relation between Special Systems Division and Police School  (Police)
(D1)

The relationship started in 1991. Initial contact was taken by the buyer and some
preliminary negotiations about supplying a simulator took place. On the basis of
negotiations, the idea was developed further and an offer concerning the
definition of the project was sent and accepted at the beginning of 1992.

The customer's  reasons for selecting the seller company were, in addition to
the competitive economic offer, the functionality, the potency for mutual design
engineering co-operation, and the domestic option. The education material
produced for the defence forces by the seller also had its weight on the scales.
Already in the offer phase, the seller's business culture – flexible, modern and
capable of teamwork – became familiar to the buyer.

In the definition phase, the product was developed in co-operation between the
seller and the customer. On the seller side, the contact persons have from the
beginning been the system specialist, the division director and the product group
manager.  On the buyer side, the people involved in the development project were
the heads of the Police School, the expert teachers of the area and representatives
from the Police Academy and the Ministry of the Interior. Being a public
organisation, the customer's funding for the project came from the state budget.
The last two members of the buyer's team dropped out when the simulator
accomplishment project was begun. The managing director and the division
director of the seller company have also been present in the commercial
negotiations and  meetings for closing deals.

After the first project, the buyer let five potential suppliers of the simulator
compete. The competition was won by the seller, with whom the buyer signed
two different contracts in 1995. One agreement is a general one guaranteeing the
realisation of further phases in the defined three-stage development and
implementation of the system. The second agreement concerns the ordering of the
first decision-making simulator used in the customer's shooting gallery. The
second simulator will be located somewhere else on the customer's premises. In
the third stage of the plan, another simulator will be located in the Police
Academy, for their management education, ensuring the use of simulators not
only with guns and police tactics but also in the wider fields of decision-making.

From the beginning of the actual project, the main responsibility for interaction
was moved to the project manager of the seller unit. As usual in projects, many



231

people from both sides have contacts with each other. In the project meetings
concerning technical details, for example, direct contacts between certain people
can be settled upon.

The interviewee on the seller side is the system expert of the simulator product
group responsible for marketing, especially exports; he also participates in
product definition, product development and customer projects and he has
worked in the company since 1990. The seller's main contact-maker is the project
manager. On the buyer side, the head of the Police School has been responsible
for the relationship since 1994. She was involved in the purchasing process for
the simulator from the very beginning and was in the group that first came up
with the notion.

The first simulator project was completed at the end of 1995. The customer's
first control of the device was made on the seller's premises in October. The
simulator was installed on the customer's premises in November, after which it
was tested. In the autumn of 1996, negotiations on both the commercial and the
technical contents of further projects were going on between the parties.

The role of information exchange has been crucial in this relationship. Already
before starting the definition project, huge quantities of information on the
organisation, functions and the particular education program of the buyer was
transferred to the seller party. This has been continuous. The seller, in return,
transfers information about the possibilities created by technology development.
Physically, information is exchanged in documents made  during the process and
in discussions that often produce the deepest and most relevant information. Fax
and telephone are also used in communication and because they are located near
to each other, the parties have much opportunity to interact face-to-face.

As outcomes of the project, adaptations in the customer's teaching methods
have been made in addition to education of staff and the adaptation of resources.
An additional outcome was a new market opportunity for the seller. For the
seller, demonstrations of the buyer's education systems with a presentation of the
simulator offer a splendid marketing opportunity. For the buyer, the presentation
is an extra service offered by the seller.

At the operative level, the delivery of the simulator and the involvement of the
teachers also deepen the whole relationship between the parties which is,
according to the buyer interviewee, typical in these kinds of relations.

The seller perceives as the most important issue in the development of the
relationship their ability to respond to the needs and challenges expressed by the
buyer. In the branch, the number of competing solutions has increased slightly
and thus the contract-based co-operative relations do not ensure further co-
operation after the project is accomplished. According to the buyer
representative, this may be the case around in the change of the millennium
although by that time, technology may have changed enough to offer new
solutions for mutual co-operation. In the future, if new systems are needed  the
buyer will let the suppliers compete.
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Relations between Special Systems Division and Merita and OKO Banks
(D2 and D3)

In the information security branch, the number of potential customers in Finland
is low. One of the most important target group is the banks. Thus, in these
markets, both the equipment and the relations count. Starting with the purchase of
one product, relations tend to develop via purchases of additional elements which
match the previous purchases or via purchasing of different kinds of products.
Continuity is essential in these relationships.

The speciality of Finnish banks compared with central European and other
banks is their ability to co-operate on information security issues even though
they may have hostile competition in other lines of business. The branch demands
high quality technology in their security systems.

In the banking branch, legislation has a substantive role. From another
standpoint, though, it has no role because banking security wants to remain one a
step ahead of legislation in order to cover its own back. For over ten years
already, the seller company has participated in the creation of the safety norms
for payment service systems with Finnish banks. They have affected the
development of the systems by consulting the technical realisation and supplying
equipment. The security people of all Finnish banks have an intensive
relationship with the seller. Together they debate safety issues common to
participants. In 1985 the first supplies for the bank card systems common to
Finnish banking groups were delivered by the seller.

The key relationships are over ten years old even though the buyer company
D2 (Merita) is a fairly new organisation formed by a merger of two banks and
bank D3 (OKO) has had changes in organisation. On the seller side, the
responsible person is the product manager although the division manager also
interacts with the other parties and, in projects, with the design engineers. On the
buyer side, in Merita (D2), the key person is the ADP (automated data
processing) security design engineer and in OKO (D3) the information security
manager. Additionally, a few other people from the customers' companies come
into contact with the seller party.

In these relations, the products in focus are information security products,
including both hardware and software such as bank card safety catches, hiding
devices and safety transfers. Often, the delivered product is not ready as such; it
must be installed, tested and tuned on the customer's premises. Changes might
have to be made in the software in order for it to match the system. In the
acquisition phase, the seller and the buyer agree on the stages when evaluation of
the process and further actions needed is made together.

In the case of OKO (D3), the system common to all banks is the only product
connecting the two parties for the time being. There have been some other project
plans with the seller but they have not materialised. The delivery of the system
bought from the seller took about two years from the first contact to installation
on the customer's premises. During that time, interaction between the
interviewees was more intensive while at this stage it is rather sparse.
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The relationships are perceived as co-operative by both the supplier and the
customers. There are no written or verbal agreements concerning the
relationships but contracts of singular deals are used.  Usually, the customers are
well aware of their needs and solutions are tailored for the customer. The product
includes both the equipment and the program – the whole – as well as
comprehensive documentation for the buyer. The seller, due to its quality system,
makes the documentation even more comprehensive than is compulsory, for
example in software programs, by providing step-by-step in addition to the usual
definitions. Furthermore, the seller produces technical documentation that is not
of  much interest to the customer but is produced for the supplier's own use.

In bargaining, product definitions, including current functions, are enclosed
with the tenders; depending on the delivery time, the functions may need to be
updated before the delivery. In case of reclamation, the definitions of the offer
are valid. The seller wants to have all the details of the deal written in the
purchase contract to avoid future conflicts about the content of the delivery.

Depending on the supplier, potential customers may get the commodities free
for testing or they may have to buy them. Concerning the settlement of the
invoice for a system, customers often pay in instalments if a system takes a long
time to be made ready. The customer pays a certain sum when closing a deal, and
the rest is paid in accordance with the proceeding of the project; this way, both
parties commit to the deal. In case of ready products, it is typical that customers
test the equipment and devices before they close a deal.

In a purchase the initiator is usually the customer party, who has a problem for
which the parties together develop an appropriate technical solution. It may take
many rounds before the technical part is settled. For instance, interactions
between the customers and the supplier may take years, as in the case of the
acquisition of common systems for banks. Banks develop, make plans and certain
agreements and propose solutions for comments by the seller party.

The contracts between the parties in the OKO (D3) relationship usually
include an agreement on some sort of maintenance for the system's life cycle.
However, the contracts are checked and corrected if necessary. The initiative for
this may come from either party but the changes are mutually agreed upon.

In Merita (D2), the buying process for a product in the company always starts
with an acquisition proposal made by the security department. Depending on the
economic value of the acquisition, it is accepted by the department manager,
group manager or the board of information-acquisition directors, including the
director responsible for data and the group manager to whom the acquisition
belongs. The operational functions are carried out by the company's centralised
buying unit, which handles the commercial negotiations with the respective
people in the seller company. In contrast to Merita (D2), the purchase function in
OKO (D3) is the responsibility of the person to whose product area the
acquisition belongs. Naturally, that person utilises the expertise of other
specialists within the security safety unit.

 The customer chooses to operate with the seller because they have the most
advanced domestic expertise in the field, and in case D2 (Merita), because of
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personal attraction to the counterparts' representatives. However, the customers
also have contacts and trade with the seller's competitors who mainly supply
security modules for the payment terminals.

The seller representative doesn't see organisational culture as being very
important in these relations; more important are similarities among the interacting
individuals, their ability to understand the other party and act accordingly. Both
customer representatives consider the quality of work and devices and the
trustworthiness of the company as part of the organisational culture, however,
and in that respect it is important. Furthermore, customer D3 (OKO) mentions the
good financial standing and the continuity of the supplier's activities as
meaningful issues in the case relationship.

The plans concerning the relationships are long-term. However, the seller
evaluates every individual deal as such, based on its content, implementation and
profitability for both parties. Often in negotiations, the seller expresses thoughts
about the future development of the issue under scrutiny while the buyer parties
plan interaction deal-by-deal. The customer lets potential suppliers compete in
order to get a better picture  of the available options.

Contacts between the parties are infrequent and are initiated mainly by the
buyer when needed. Sometimes the seller might make a call if there is something
new under work or if he needs the buyer's opinion on some issue. When projects
are going on, interaction may occur daily while between deals there may be
silence for many months. In these relationships, the parties do not contact each
other for merely social reasons. Vehicles used in communicating are telephone,
fax and mail. For reasons of confidentiality, mobile phones are not used to
discuss business, and the same goes for internet connections. Negotiations of the
most delicate issues are conducted face-to-face.

The relationships between respondents in case study D2 (Merita) have, over
the course of the years, deepened into personal ones. Counterparts know each
other as human beings, not as role characters, and they also talk about private
issues, not only about work-related questions. In relationship D3 (OKO),
relations between interviewees have remained as work-related role relations.

In addition to relationship D2 (Merita), the seller division has another
relationship within the same company, with another unit responsible for the work
station systems. The contact was originally created through the existing D2
relations but has since become independent.

Changes in the banking environment have had some effects on the case study
relationships. In relationship D3 (OKO), a project for which offers were asked
and for which the seller would have been the first choice was cancelled or
postponed due to the economic situation and compulsory co-operative
negotiations with the personnel. If the project is carried out in future, new
invitations for tender will be required because of  rapidly developing technology
and new solutions.

Both sides in the OKO relationship have continuously adapted due to the
mutual development of the system. In this fast-developing field, the seller's
ability to continuously meet the changing technical requirements and maintain the
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competitive price levels is, in the seller's view, the key to future mutual business.
The same criteria was expressed by the buyer D2 (Merita). Furthermore, he also
mentioned confidence.

For the time being, the seller expects no changes in the relationships. The
buyer side expects the new project facing all banks – payment terminal readers
that will affect  systems and payment terminals – to activate the network relations
formed by the seller and all the banks. Furthermore, customer D3 (OKO) sees
the amount of business in the relationship as affecting it.

7 Summary
The case study design is an embedded single case study. The empirical research
encompassed a study of the supplier company's marketing and 12 sub-cases, i.e.
relationships between the supplier company and its customers. These relations
represent the whole spectrum of the supplier company's most important customer
relations as the director of each division selected three typical yet distinct
customers.

The case company, Instrumentointi Oy, is a high technology family enterprise
founded in 1960 under the name of Automatiikka-Asentajat. Today, the
company's operations in three lines of business – industrial automation, service
station automation and defence technology – are divided into six divisions, each
responsible for  returns.

Instrumentointi Oy's mission is to continuously develop products and services
that meet customers' operational requirements and to ensure customer satisfaction
by providing maintenance and modification services throughout the system life
cycle.

The oldest of the business lines, Industrial Automation, consists of an
Engineering Division (founded in 1979) specialised in the design engineering of
industrial automation and in turnkey deliveries, as well as an Installation
Division, formerly Automatiikka-Asentajat, specialised in the installation and
maintenance of industrial automation and process electrification.

The second line, Defence Technology, is divided into an Avionics Division
(founded in 1973) responsible for modification and maintenance services and the
maintenance concept design of avionics devices and equipment, and a Special
Systems Division operating in air defence technology, simulation systems,
security systems and command and control systems.

Service (Petrol) System Automation, or Service Station Systems Division,
originates from the electronic department that was founded in 1974 to develop
self-service instruments and devices for petrol stations.

The origin of the newest division,  Display Systems Division,  rests on the
purchase of product rights in 1995 and the employment a person familiar with the
products, their techniques and marketing. As such, the potential target markets
and customers for the new products were unknown to the case study company but
the purchase was expected to bring in technological advantages and synergy.
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Thanks to the success in the markets, the company employed more personnel, and
the activities that were previously under control of the administration were
transferred into this new division in autumn 1996.

In summer 1996 when the empirical evidence was collected the company had
five divisions, four of which participated in the study: Avionics Division,
Installation Division, Service (Petrol) Station Systems Division and Special
Systems Division.

Customers of the Case Company

The main customer of the Avionics Division is the Finnish Air Forces with an
85% share of capacity. Being responsible for the maintenance of Hornet fighter
electronics, the division can be seen as a part of the Finnish Defence Forces,
especially in the event of crisis. Additional customers of the division are the
Finnish Frontier Guard, the Finnish Army, the Police, Finnair and private aircraft
owners. The customer relations under focus in this study are the Avionics
Department of Finnair, the Air Patrol Squadron of the Finnish Frontier Guard,
and the National Bureau of Investigation.

The customers from the Installation Division come from multiple industries:
paper and pulp, power, metal, chemical and food. The division's most lasting
business relationships have been with Neste, Enso and Veitsiluoto (Oulu-yhtiö).
The case study relationships were those between the Installation Division and
Metsä-Serla Tako Paper and Pulp, Metsä-Serla Kyro Paper and Pulp and Neste
Engineering.

In the Service (Petrol) Station Systems Division, all the oil companies
operating in Finland are the selling company's customers and are divided into two
segments, major oil companies and other individual customers. Due to the life
cycle of the products (15 to 20 years), about ten per cent of the customers are
one-time customers in equipment sales. The large ones have been customers since
the beginning of the business over 20 years ago. There have been changes in
customer companies who have merged and allied. Abroad there are some
customers with whom the relationship can be considered long-term. At the time
of the interview, two bargaining processes for delivering tens of complete service
stations were going on. The case relationships studied were among Service
(Petrol) Station Systems Division and Oy Esso Ab, Oy Teboil Ab and the Finnish
Energy Co-operative SEO.

The organisation of the Special Systems Division is based on products; thus,
different product units serve the same customers. The Finnish Defence Forces are
a common customer of all the units and customers of the simulation systems
include the Police and Finnish Railway. IT security systems and products are
widely sold to public administration, banks, health care and large companies. The
case customer relations examined were those to the Police School, Merita Bank
Data and the Inspection Unit of the OKOBANK (OKO).
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Marketing in the Case Company

In Instrumentointi, marketing is defined as the activities aimed at getting
invitations for tenders which includes identifying customer needs. Once a bid is
received and  the customer and its need identified, the activities of the company
are defined as sales.

At the company level, marketing is mainly about creating and maintaining a
positive company image. However, three or four meetings are arranged yearly
where the directors of the divisions give their reports on the current situation and
where both customer and competitor fields are discussed and evaluated. In
addition to this systematic monitoring, casual information about the markets is
collected.

Ways of marketing vary in the company. In addition to the top level
relationship management, marketing in divisions to a large extent traditionally
includes keeping ongoing contact with the customers. Marketing also includes
information deliveries about new technology and getting feedback from
customers. This is crucial when products age rapidly in the technology industry.

In the company, the board of directors (including the directors of the divisions)
defines the objectives for divisions. These objectives are given yearly in figures
in the company budget. Every division takes responsibility for its own marketing
and other activities in order to meet the objectives set by top management.
Strategic decisions like purchasing the display systems technology or going
international are made at the company level.

Relations of the Case Company

Traditionally, relations with customers have been considered important in the
supplier company although lately, relations with other stakeholders have gained
more attention. Important stakeholders are, in addition to customers also suppliers
and subcontractors and financiers; different city and district organisations, like
the chamber of commerce are also considered stakeholders, as are local
commercial and industrial groups, according to the managing director.
Educational organisations like universities, technical colleges and vocational
schools play a substantial role in searching for prospective employees. In the
managing directors view, one of the company's strengths rests on good relations
with the producers of potential staff.

Divisions, typically through their directors and closest staff, are responsible for
customer relationships although responsibility rests partly on the shoulders of top
management, too. The extent of the involvement varies from industry to industry.
In the defence technology industry, the top management of the seller company
has tight contacts with the top management of Defence Forces, i.e. the body of
generals, Ministry of Defence and the local top of the hierarchy. In this sector, the
relations at the top level play a critical role even though the actual bargaining is
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done at a totally different level. In the industrial automation industry, relations
with the top executives of the large customer pools are rare. Traditionally, top
management has relations with the directors of the special branches, for example
the automation and electric branch. In service (petrol) station automation, both in
Finland and abroad, top management has few customers with whose respective
top management they have relations, as contacts are often at lower levels.

The emphasis on relationship management activities at the top level varies
according to the projects or potential projects under work. Most of the time that
top management sets aside for customer relations is used in the connections with
the Defence Forces.

At the company level, in addition to the managing director and the marketing
director, the staff manager and the director of finance participate in customer
contact every now and then. In addition, the director of finance is heavily
involved in company image marketing as directed towards financiers and other
stakeholders rather than towards customers.

Customers are ranked by the seller company, though not officially. An
example of the ranking can be seen in the Industrial Automation Division even
though the same goes for every division. The first customer group of the division
is formed by central industrial factories who are frequent customers and clients.
To another group belong customers for whom the division is a subcontractor. The
third group consists of occasional customers, some of which are known to be
one-time customers with whom one cannot expect any new deals for at least ten
years. The others in this group buy services every now and then.

For the marketing of the case company, the most important stakeholders are
customers, followed by financiers. Their importance for the persistent business
activities has grown substantially during the past years. Having previously been a
so-called "one bank enterprise", the company has now shared the monetary risk
among many financiers. Today, the financiers are interested in the future outlook
of the business while earlier their interest concentrated on the history of the firm
and its latest profit and loss account and balance sheet.

The company's personnel are ranked as third in importance for marketing. To
motivate personnel to adopt the customer view, marketing knowledge and
customer orientation is produced by educating staff in the fields of marketing and
personal bearing in sales situations.

The role of internal marketing in the company is seen as challenging. Due to
various profit units operating in different lines of business, the risk of internal
conflicts is high. The divisions are fairly independent and the perceived
importance of the other division varies much among the divisions. Potential
conflicts are proactively taken care of by dialogues and information exchange in
management group meetings that serve more as a forum for discussions than a
place for decision-making. Furthermore, a company newsletter is used in
transmitting information.

The company's relations to suppliers and subcontractors are entirely in the
hands of the divisions; there are a great number of them so that no individual
supplier has a substantial role from the perspective of the company. However,
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when asked by divisions, administration may unravel the backgrounds and credit
information of current and potential supplier companies.

Due to the lack of heavy local business, Instrumentointi has no tight contacts
with the local political decision makers. The city managers are, however,
acquainted with the top management of the company and leading authorities in
the local economic life are frequently contacted. The managing director compares
the depth of these relations to those gained through acting in the chamber of
commerce.

National politicians are a stakeholder group who especially affect the defence
technology industry that interacts constantly with the government. They have a
substantial indirect effect on future business. Despite the important role of the
politicians, the company has not, however, made any efforts to lobby them,
although authorities in the Ministry of Defence have been contacted.

Relations to professional organisations, for example the Chamber of
Commerce, the Confederation of Finnish Industry and Employers, the Federation
of Finnish Metal, Engineering and Electrotechnical Industries as well as local
organisations, are the responsibility of the managing director.

At the company level, contacts with social organisations, like Rotary clubs and
Lions are not systematically preferred even though individual persons belong to
them as private citizens. However, the marketing manager's former career as an
international ice hockey player and current board member of an ice hockey club
affects the social entertainment usually offered to the customers.

The role of social relations in potential business depends, according to the
managing director, on the closeness of  potential markets. In the near district the
network of social relations is dense, while in the national surroundings it thins a
bit, and internationally the seller company recognises multiple holes in the
network of social relations. Local and national social networks are seen as
supporting the company's business efforts abroad. If they are not competitors,
members of the social networks may spread information about the focal company
and its products to potential customers as well as information about potential
customers to the focal company.

Concerning the stakeholder relations outside the company, there is a clear
distinction between the responsibilities of the managing director and the
marketing manager. The managing director participates in the activities of
different professional organisations and official boards of directors. The
marketing manager is a member of a local commercial club and some boards of
directors.

As for the customer relations of the divisions, there are a variety of ways of
managing them in the case divisions. In Avionics, Installation and Special
Systems Divisions, there is only one key person on both party sides of the
relation, while in Service (Petrol) Station Systems Division, the responsibility for
relations is divided among more people due to the structure of the business.
Especially in the case of Service (Petrol) Station Systems Division and its
customer relations, the role of intra-organisational functionality and
intercommunication is crucial.
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Furthermore, the levels of interaction and intercommunication vary from
relation to relation, mainly due to the amount of business. The more important the
organisational parties perceive the relationship to be, the higher the level of
contacts that can be recognised.
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MARKETING STRATEGY (at the division level)

1. Whom do you consider as your customers?

2. Have you divided your customers into different groups, i.e.
segments?
+ (if yes)

    a) Into what kind of groups?
   b) What are the bases of the division?

c) How do marketing activities differ from each other in different
segments?

    d) Which of these customer groups is the most important for you?

3. Do you predominately aim at customer catching or at customer
keeping?

4. What is the number of one-time customers and frequent customers in
your business?

5. What are your ways of catching new customers?
+ (if not mentioned) Do you utilise advertising, shows and fairs,
direct contacts, symposia, customer publications, information service
or informal networks of relationships to acquire new customers?

6. How do you maintain and develop the relations to existing
customers?

7. Which activities do you take to collect information about your
existing and potential customers?

  + (if not mentioned) Do you utilise marketing research?

8. Have you got a customer feed back system in your company/unit?
   + (if yes)
    a) How does it work?
    b) How do you utilise information acquired through the system?

9. How is marketing communication taken care of in your
company/unit?
By communication I mean personal selling, advertising, sales
promotion and  public relations.

10. Have there been any changes in the marketing communication in the
1990's? What kind of? Why?
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