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A B S T R A C T 

This thesis deals with industrial buying behavior and long-term relationships in the 

metal mining industry. The mining environment is increasingly competitive as a result 

of globalization, deregulation and privatization, technological improvements, and eco-
sensitivity. Hence, metal mining companies have to strive for higher productivity 

allied wi th lower costs. Sound capital equipment investments can bring about 
considerable costs reductions and long-term benefits for these companies. The overall 

purpose has been to study the buying of capital equipment by metal mining 
companies. 

Two studies were conducted. The first study investigates the industrial buying 

behavior of four Swedish metal mining companies (Ammeberg A B , Terra Min ing 

A B , Boliden Mineral A B , and L K A B ) , and one metal mining company in Poland 
( K G H M ) . The buying behavior is characterized through the description of the buying 

process when buying capital equipment, the identification of those who participate in 

this process, the understanding of their involvement and influence, and the assessment 
of the main factors that affect the buying of capital equipment. The second study 

focuses on the development of the long-term relationships that metal mining 

companies establish with the sellers of capital equipment. Four cases of long-term 
relationship development are investigated in the metal mining industry in Portugal 
(Somincor and Atlas Copco, Beralt and Atlas Copco, Somincor and Sandvik, and 

Beralt and Sandvik). The development of the long-term relationships is characterized 
along four groups of variables (contextual, task, interaction processes, and outcomes). 

The buying processes of capital equipment were found to be similar among all the 

metal mining companies studied (whether located in Sweden, Poland, or Portugal). In 

all the cases, negotiation was identified as an extremely important buying activity. 
Metal mining companies can be characterized as highly production-oriented and this 

underlies the dominance that is commonly exerted by the production department. The 
domesticated nature of the market, in which the exchanges of capital equipment 
occur, leads to the establishment and development of long-term relationships. It was 

found that metal mining companies aspire to long-term relationships and regard their 
capital equipment suppliers' as business partners. Compatibility between 

organizations' objectives and strategies, and the choice of a direct channel (for the 
seller) are important driving forces for the establishment and development of these 

relationships. High product importance and complexity, and low substitutability of the 

capital equipment also aid relationship development. The functional reliability and 
degree of customization of the capital equipment also affect these relationships, 

particularly the nature of the interaction processes that occur between the companies. 
Exchanges are very much determined by the extent of supplier-based adaptations 

(product-design adaptations, technical assistance, stockholding, after-sales 
agreements). The outcomes of the relationships can be regarded as a consequence of 
the interaction processes developed between the parties. Customer-based assessments 

of these outcomes are very much related to the technical dimensions of the capital 
equipment, such as functional reliability and technical assistance. In tum, supplier-

based assessments are more related to the buyers' credibility and stability. Network 
effects on the development of the studied relationships are also assessed. In line with 

these findings, the contribution of this thesis includes the development of a model of 
analysis appropriate for the study of the development of long-term relationships in the 
metal mining industry. 
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PARTONE: 

INTRODUCTION AND SCOPE OF THE THESIS 



INTRODUCTION AND SCOPE OF THE THESIS 

This doctoral thesis consists of two studies which deal respectively with industrial buying 
behavior and dyadic relationships in the metal mining industry. Firstly, the research areas of 

the thesis w i l l be briefly introduced. Secondly, main features of the research setting - i.e., the 
metal mining industry - are presented. Drawing on the aforementioned, the overall purpose of 

the thesis emerges. Furthermore, the importance of researching industrial buying behavior and 

dyadic relationships in this setting is discussed. The expected contribution of this research is 

outlined, and finally, an overview of the thesis is presented. 

I . Research Areas 

Both industrial Buying Behavior and the Interaction Approach to business relationships in 

industrial markets are introduced as research areas yielding their own conceptual grounds. 

The relevancy of these research areas is stressed and the interest of conducting further 

research in the areas is outlined. 

I . I Industrial Buying Behavior 

Industrial marketing scholars have long been concerned with the way(s) in which industrial 
f irms buy the goods and services that are incorporated into their businesses. This is 

particularly important due to the fact that marketing strategies inherently rely on the 

knowledge about buyers. As referred by Wind and Webster Jr. (1972, p.411): 

"the question that confronts marketing managers of firms whose customers are 

formal organizations, is not whether organizational buying behavior should be 

studied, but how to best study it." 

Traditionally, the stream of research that has addressed the understanding of how goods and 
services are bought by industrial organizations is Industrial Buying Behavior (IBB) . 

Industrial buying is a complex phenomenon. Webster and Wind (1972a, p . l ) have defined it 
as a "complex process of decision making and communication, which takes place over time, 

involving several organization members and relationships with other firms and institutions." 
Hence, industrial buying behavior encloses a complex set of issues (such as the interpersonal 

relations that take place among a number of people in an organizational setting). As referred 

by Johnston and Lewin (1996, p . l ) : 

"In order to succeed in business-to-business markets, selling firms must possess 

an understanding of customer firms' buying behavior. However, such an 

understanding may be difficult to achieve, because organizational buying 

behavior is often a multiphase, multiperson, multidepartmental, and 

multiobjective process." 

1 IBB is used by some scholars in the field as equivalent to organizational buying behavior (OBB) 
while others see IBB as part of the area of OBB - that in this case also includes the professional 
buying of institutions and resellers. 

1 



Many scholars and practitioners have recognized the relevancy of this f ie ld of research (e.g., 
Robinson, Fans and Wind, 1967; Webster and Wind, 1972b; Bonoma and Zaltman, 1978; 

Wind and Thomas, 1980; Sheth, 1978; Johnston and Bonoma, 1981; Johnston and Lewin, 
1996; Tanner, Jr.,1999). Möller and Pesonen (1981, p.265) even a f f i rm that, "understanding 
of buying behavior is the cornerstone of industrial marketing strategy." 

Although there were textbooks and articles that have focused on purchasing and industrial 
marketing prior to the 1960s (cf., Wilson, 1996, p.7) it is argued that it is during the 1960s and 

onward that research in this f ie ld dramatically increased (e.g., Johnston and Lewin, 1996; 
Sheth, 1996; Wilson, 1996). The reason for this was the introduction of three comprehensive 
descriptive models of organizational behavior by Robinson, Faris, and Wind (1967), Webster 

and W i n d (1972b), and Sheth (1973). These models have had a substantial impact in the f ie ld 
as they led to the identification of (or laid foundations for) many issues pertinent to the study 
of industrial buying behavior, including: 

• The introduction of the BUYGRJD framework where an eight stage buying process 

(buyphases) and related buying situations (new task, modified rebuy, straight rebuy) are 
developed - Robinson etal. (1967). 

• The introduction of the buying center concept as those people in the organization who are 
related to the buying process (buying influences). The definition of the f ive buying roles is 

also developed: users, deciders, influencers, buyers, and gatekeepers. The four sets of 
variables that are determinant for a decision-making process (environmental, 
organizational, interpersonal, and individual) - Webster and Wind (1972b). 

• The analysis of industrial buying behavior in terms of three sets of variables: the 
"psychological world" of the buying participants; the factors that influence decision
making; the process of joint decision-making - Sheth (1973). 

The usefulness of these models as descriptive, organizing frameworks that have triggered a 

wide body of research is recognized by many (e.g., Johnston and Lewin, 1996; Sheth, 1996; 
Wilson, 1996). 

The knowledge base in the IBB domain is presently quite large (cf., Wilson, 1996, p.7). 

Through the years of research on the subject of IBB, a vast number of answers have been 
provided. The accumulated amount of evidence supporting certain issues in the f i e ld of IBB 

has led to a general, although not universal, agreement concerning certain areas. Examples of 

such areas are the consensus found in the conceptualization of the buying process (as 

composed by a number of decision stages), or the need of identifying and characterizing the 

participants in the process. These and other conceptual frameworks constitute bases for 
developing an increased understanding of IBB. 

However, numerous empirical studies have provided evidence of factors which account for a 

differentiation in I B B , often due to industry specific needs. This has led scholars to argue for 
the need to study such complex phenomena as IBB on a descriptive, industry-by-industry 
basis. 

"Research ... is needed on an industry-by-industry basis on the interactions, 

decisions, and behavior of buying centers. One of the major problems in 

organizational buying behavior per se is simply that much descriptive work has 

not yet been done on a large scale. " 

Bonoma and Zaltman (1978), (as quoted by Kennedy, 1983, p.45) 

2 



"First, more descriptive modeling is needed to increase our knowledge of the 

structure and tasks of the organizational buying process in term of various 

products and industries" 

(Möller, 1985, p. 14) 

These two statements are illustrative of the need for studies on an industry-by-industry basis. 
Indeed, business conditions and industry context influence the buying behavior of 
organizations. Johnston and Lewin (1996) have reviewed the bulk of the past 25 years of 

research in organizational buying behavior and also argue that the organization's external 

environment influences the buying behavior. They further suggest that this impact deserves 

more attention by researchers. Continuing this need for descriptive work on an industry-by-
industry basis, combined with the relevancy of IBB for industrial marketing, underlies the 
decision to conduct Study One of this thesis. This study intends to investigate IBB in a 
particular line of industry, the metal mining industry. Empirical studies of IBB addressing this 

particular industry have not been found in the existing literature in the field. 

I . I I Business Relationships in Industrial Markets 

In industrial markets, the way(s) organizations buy goods and services is often conducted 

within the framework of buyer-seller relationships. Many times, buyers are reluctant to 
change their sources of supply and a degree of stability and durability in their dealings with 

many of their suppliers is present (cf., Tumbull , Ford and Cunningham, 1996, p.44). IBB as a 
f ie ld of research has focused exclusively on the buyer's perspective. Nowadays, there is an 

active research focus on the buyer-seller relationship. As stated by Wilson (1996, p.7), "the 
theoretical framework has expanded f rom a buying-side-only perspective to a dyadic 
perspective", i.e., enclosing both the buyer and the seller's perspective. In this section, the 

emergence of interactions and relationships as a conceptual domain in industrial markets is 

introduced. Furthermore, some research directions are presented and the focus given in this 

thesis is outlined. 

7.77.7 From a Transactional Perspective to a Relationship Perspective 

A trend noted in business markets is the shift f r om transactional exchanges to relationship-

based approaches (e.g. Dwyer, Schurr and Oh, 1987; Howard, 1992; Stump and Sriram, 
1997). The term market transaction has been referred by Möller and Wilson (1995, p.6) as 
"the discrete mode of exchange which the competitive market forces determine the terms of 
trade between the buyer and seller". Further these authors af f i rm that a "key assumption here 

is the existence of functioning markets with enough players to lead to competition between 

independent actors" (ibid.). In fact, this is not the case in many business markets. 

Closer ties are increasingly established between buyers and suppliers in areas such as 
sourcing, technology development, foreign market entry, etc. Alliances and partnerships surge 
in contrast to market transactions characterized by "arm's length" type of interaction (Heide 
and John, 1990). Scholars propose a number of underlying reasons for this trend. Möller and 
Wilson (1995) relate this to the greater complexity of products and services, the 

internationalization of industries and increasing global competition, and the emergence of 
dependable producers of components and processes materials. Additionally, Sheth and 
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Sharma (1997) point out the emergence of total quality management ( T Q M ) and use of 
information technologies such as networked computing, and electronic data interchange 
(EDI). 

As a result of this, the research tradition within industrial buying behavior has noticeably 

changed since the 1970s f rom a transactional perspective to a relationship perspective (e.g., 

Möller and Wilson, 1995; Sheth and Sharma, 1997). As stated by Ford (1998, p.41): 

"Bus iness markets consist of a complex network of relationships that comprise substantial 

variety. (...) The issue for a manager is how to make sense of the substance of his 

relationships, so that he can describe the relationships he is in, the assets they represent and 

how they relate to the direction he seeks for his company." 

The above statement by Ford reflects a different view of business markets than the one held 

during the 1960s and early 1970s in the mainstream marketing management approach 
reflected by the marketing mix (e.g., Kotler, 1967). At this time, the study of industrial 

marketing was mainly based on consumer-based research and the marketing mix approach. 
Basic assumptions o f this view are transaction-based, i.e., business markets are composed of 

many actors (such as consumer markets) that respond to competitive sales stimuli (c f . , Möller 
and Wilson, 1995; Cheung and Turnbull, 1998). 

Industrial Buying Behavior (IBB), i.e., the stream of research concerned with the 

investigation of the way(s) organizations purchase their goods and services, also adopted a 
transactional-based view. As such, theoretical concepts developed and proposed - such as the 
buying process, buying center, buying classes - are more suited to the study of transactions 

occurring between buyers and sellers, and focus solely on the buyer's perspective (Möller and 

Wilson, 1995). Hence, this f ie ld of research has some inherent limitations in the study of 

business relationships in industrial markets. 

As previously referred, during the late 1970s, the research tradition within IBB started to 
reflect a change f r o m a transactional perspective to a relationship-based perspective (cf., 

Möller and Wilson, 1995; Sheth and Sharma, 1997). A t this time, a number of authors argued 
for the need to assume reciprocal interaction and influence between the buyer and seller to 
develop an understanding of the exchange behavior between the parties (e.g., Bonoma, 

Zaltman and Johnston, 1977; Bonoma and Johnston, 1978). Reciprocal interaction and 
exchange between a buyer and a seller constitutes the bases of business relationships. 

Holmlund and Törnroos (1997, p.304) have defined relationship as an "interdependent 

process of continuous interaction and exchange between at least two actors." 

In this view, two concepts are key: interaction and exchange. Interaction is the essence of 

inter-company relationships. Thibaut and Kelly (1959, p. 10) have defined interaction as "by 
interaction it is meant that they emit behavior in each other's presence, they create products 
for each other, or they communicate with each other." Similarly, Homans (1958, p.597) 
adopts "the view that interaction between persons is an exchange of goods, material and non-

material". This author also provides an illustrative example of interaction: "...two men at the 
opposite ends of a saw, sawing a log. When we say that the two are interacting, we are not 
referring to the fact that both are sawing [ . . . ] , but to the fact that the pusn of one man on the 

saw is fol lowed by the push of the other" (Homans, 1951, p.36). Further, Homans (1958) also 
refers that interaction is a frequency variable, e.g., i t is a measure of the frequency of emission 

of behavior. Applying these considerations to the context of actors in business markets, 
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interaction involves organizational behavior, the creation of products for each other, and/or 
communication between a buyer and a seller (hence enclosing exchange). As in Homans' 

example, the actions of one of the parties' involved in a business relationship entails an action 
by the other party. 

As referred, assumed reciprocal interaction is core for the understanding of the exchange 

behavior between the parties (buyer and seller). Bagozzi (1975, p.36) defined exchange "as 

the transfer of a product or service for money but also comprises social, psychological or 

other intangible entities." Möller and Wilson (1995) also emphasize that a key difference 
between the transaction mode and the relationship mode is that reciprocal influence is 
assumed. 

During the 1980s the relevance of understanding exchange transactions within the framework 

of enduring relationships is strongly emphasized. The introduction of the Interaction Model of 

business relationships - proposed by the Industrial Marketing and Purchasing (IMP) Group -
has certainly highly contributed to this emphasis and the emergence of interactions and 

relationships as a conceptual domain of research (Håkansson, 1982). 

The "Interaction Approach" is established as a theoretical framework to analyze 

characteristics of industrial marketing (e.g., Håkansson, 1982; Turnbull and Valla, 1986; 
Ford, Håkansson and Johansson, 1986). This approach has also laid one of the foundations for 

what has been claimed to be a general paradigm shift which is taking place in marketing -
focusing on relationship marketing as opposed to transactional marketing and the marketing 

mix management paradigm (Webster, Jr., 1992; Grönroos, 1994; Parvatiyar and Sheth, 1994; 
Gummesson, 1995; Backhaus and Buschken, 1998). 

I.II.II The Interaction Approach: Some Research Directions 

From the previous discussion it can be asserted that research interest has moved its 

perspective f rom analyzing single transaction episodes to relationships between companies. 

As previously mentioned, interactions and relationships as a conceptual domain of research -

or the "Interaction Approach" - gained momentum during the 1980s2 after the introduction of 
the Interaction Model of business relationships, which the Industrial Marketing and 

Purchasing (JMP) Group used for their study of interaction (cf., Cunningham, 1980; 

Håkansson, 1982). In this model, business marketing is basically interpreted as an interaction 
process between the buying and selling partners and this is empirically tested and confirmed 
through research conducted in five European countries (France, Germany, Italy, Sweden, and 
the United Kingdom). Results f rom this study demonstrated the existence of stable long-term 

buyer-seller relationships characterized along a four element analytical framework: 

Gronrroos (1994) argues that the interaction/network approach to industrial marketing originated in 
Sweden during the 1960s and increasingly gained much acceptance among European researchers 
during the 1970s and 1980s. Further, the view of interactions and relationships as a conceptual domain 
considerably develops after the introduction of the interaction model proposed by the IMP Group 
(Håkansson, 1982). Möller and Wilson (1995) also emphasize that it was during the 1980s that the 
relevance of understanding the dynamics of exchange relationships strongly increased. 
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1. variables describing the parties involved, both organizations and individuals; 
2. variables describing the elements and process of interaction; 

3. variables describing the environment in which the interaction takes place; 

4. variables describing the atmosphere affecting and affected by the interaction. 

After the introduction of this model a proliferation of empirical studies adopting dyadic 

relationship between buyers and sellers as a basic unit of analysis surged. As referred by 
Turnbull , Ford and Cunningham (1996, p.46): "The Interaction Approach takes the 

relationships as its unit of analysis rather than the individual transaction. It involves 

simultaneous analysis of the attitudes and actions of both parties and emphasizes the essential 
similarity between the purchasing and marketing tasks in relationships." 

The "Interaction Approach" as a conceptual domain of research, has theoretical roots in 
multiple sources: organizational buying behavior (e.g., Bonoma, Zaltman, and Johnston, 

1977; Bonoma and Zaltman, 1978; Bonoma and Johnston, 1978); channels research (e.g., 
Stern and Reve, 1980); interorganizational resource dependency and social exchange theories 
(e.g., Thompson, 1967; Pfeffer and Salancik, 1978; Dwyer and Oh, 1988); transaction-cost 

economics (e.g. Anderson and Coughlan, 1987; Heide and John, 1988). Möller and Wilson 

(1995, p.6) a f f i rm that: 

"The emerging theory of exchange relationships is not a monolith but rather an 

intricate web of constructs adopted in liberal fashion from multiple theoretical 

sources." 

Research directions in the "Interaction Approach" also reflect these multifaceted disciplinary 

roots. Wi th in this realm, Backhaus and Buschken (1998) have proposed a classification of the 

empirical studies conducted with time orientation serving as a first criterion for categorization 

(see Table 1.1). Earlier, other authors have also stressed the importance of the issue of 
temporality (e.g., Shapiro and Bonoma, 1984; Campbell, 1985; Halinen, 1995 J, 1998). 

Table I.I Classification of Empirical Studies Investigating the Nature of Relationships 

Between Buyers and Sellers Mainly Driven By Market Forces 

Time Orientation Focus and Categories 

Short-term Studies of transaction episodes within relationships. Episode-oriented 
studies may be categorized according to the factors influencing 

processes or outcome of episodes. 

Short-term oriented 
but addressing 

long-term 
influences 

Studies on the influence of relationships on transaction episodes 

• Influence of individuals 

• Influence of organizational factors 

• Context-specific and environmental factors 

Long-term 
oriented, 

longitudinal 

Studies of relationships across transaction episodes over time. Studies 

using the relationship between supplier and customer as a reference 
framework for follow-up transaction may be divided into two categories: 

• Structure and quality of relationships 

• Development and change of relationships 
Source: Adapted from Backhaus and Buschken (1998, p. 16) 

3 The issue of temporality is stressed by Halinen (1995) in the way that the temporal dimension needs 
to be incorporated in the models of relationship development. Further, she affirms that "two 
cornerstones can be identified in the emerging relationship marketing approach: first, relationships 
always involve a temporal dimension and, secondly, relationships are dyadic" (p.539). 
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Time is also enclosed in Holmlund and Tömroos ' (1997) definition of relationship as an 

"interdependent process of continuous interaction and exchange between at least two actors in 
a business network context" (p.304). Thibaut and Kelly (1959) also argue that continuity is 

essential for the existence of a relationship. As stated by these authors "a relationship exists 

when the individuals have been observed to interact... on repeated occasions" (ibid., p.10). 

Hence, transactions (e.g. business purchase of capital equipment) are episodes (events 
occurring as part of other series of events) or phases of an evolutionary process which may 

lead (or not) to the development of relationships. 

As can be seen f rom the previous table, relationships can be described f rom many different 

perspectives and this can be ascertained by the diversity of research conducted within this 
field during the past two decades (Holmlund and Tömroos , 1997). Backhaus and Buschken 

(1998, p. 14) state: 

"Conceptual work of the IMP Group as well as the data collected by its 

members has triggered an enormous body of research in the area of industrial 

marketing. Theoretical as well as empirical work has improved our knowledge 

of industrial marketing considerably." 

The purpose of much of the research conducted within the "Interaction Approach" has 
focused on increasing an understanding of the behavior of buying and selling companies in 

industrial and/or international markets. The focal issue is exchange relationships between 
firms and Möller and Wilson (1995, p . l ) have argued for the need for "understanding the 

structure or content of these relationships, the processes they encompass, the dynamics of 
their development, and the normative or 'how to' aspects of trying to manage relationships 

effectively." 

1.1 I.I 11 Long-term Relationships in Business Markets 

Research conducted within this field, the Interaction Approach, has asserted that business 

markets are frequently characterized by long-term relationships among firms. Webster (1992) 

defines long-term relationships as those that consist of successive transactions where the 
creation of mutual dependence is present. According to this author " in these longer term 

buyer-seller relationships, prices are an outcome of a negotiation process based on mutual 
dependence, not determined solely by market forces, and quality, delivery, and technical 
support become more important" (Webster, 1992, p.7). Brennan and Tumbul l (1998, p.65) 

state: 

"sufficient empirical evidence has now been gathered to make it uncontentious 

to assert that long-term buyer-seller relationships occur frequently in business 

markets." 

In fact, a number of studies have shown that business relationships between buying and 
selling firms may strongly vary in nature. They can be both changeable and stable (Hallén, 

1980; Brennan and Tumbull , 1995) but are often characterized by being long-term (e.g., Ford, 
1980; Håkansson, 1982; Tumbull and Valla, 1986; Gadde and Mattsson, 1987; Hallén, 

Johanson and Seyde-Mohamed, 1987; Frazier, Spekman and O'Nei l , 1988; Janson, Pedersen 

and Torvatn, 1995; Ford, 1997; Brennan and Tumbull , 1998). 
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As it can be noticed, the study of long-term business relationships has been given 
considerable interest, however, the dynamics of these relationships are not fu l ly understood. 

By dynamics it is meant the development of these relationships over time. For example, Van 
de Ven (1992) has defined development as the dynamic sequence of changes over time. 

Several scholars argue that the dynamics of relationships have not been sufficiently tackled in 

the existing literature on relationships (e.g., Grönroos, 1994; Möller, 1994; Halinen, 1995; 

Håkansson and Snehota, 1995; Backaus and Buschken, 1998; Johnston, Lewin and Spekman, 

1999). For instance, Backaus and Buschken (1998, p.33) state that: 

"the most important deficit in interaction research is the lack of empirical work on the 
development of relationships over time. " 

Further, Möller (1994, p.362) affirms that, "there is still a great need for better understanding 
and explanation of the long-term dynamics i f interorganizational forms and processes." It is in 
this somewhat neglected area that focus w i l l be given in Study Two of this thesis, the purpose 

being the investigation of the development of long-term relationships in a particular line of 

industry, namely, the metal mining industry. 

I.II.IV The Network Approach to Business Markets 

More recently, the need to study business relationships between firms within the embedded 
context in which these take place - i.e., within the context of the business network in which 

they occur - is advanced by many scholars and forms the basis for the network approach (e.g., 
Håkansson, 1987; Gadde and Mattson, 1987; Håkansson and Johansson, 1988; Axelsson and 

Easton, 1992; Anderson, Håkanson and Johanson, 1994; Araujo and Easton, 1996). 

The term "network" is adopted f rom exchange theory and business networks are seen as "sets 

of more than just two connected exchange relations of companies or individuals" (Backhaus 

and Buschken, 1998, p. 13). In other words, business networks are sets of connected 
relationships where "exchange in one relation is contingent upon exchange (or non-exchange) 

in the other relation" (Cook and Emerson, 1978 as quoted by Anderson, Håkanson and 

Johanson, 1994, p.2). The fact that an increasing number of industries resemble networks of 
complex inter-organizational relationships forms the basis for the "industrial network 

approach" (cf., Easton, 1992). 

Cheung and Tumbull (1998) argue that this approach is at present a major research direction 

in industrial marketing. Yet, in comparison to business relationships, much less research is 
available on networks and, as such, the state of knowledge in this area is still relatively little 

( c f , Möller and Wilson, 1995, p.10). Tumbull , Ford and Cunningham (1996) are in 
agreement with this view and state: "Unfortunately, the pace of conceptual development in 

the network area has not always been matched by empirical study. This means that the 
network literature does not always provide clarity of description of network phenomena, let 

alone guidelines for managerial decision making" (ibid., p.55). This approach adds more 
complexity to the description of business markets as the analysis focuses on the relationships 
developed by different business partners and not only in the dyad (buyer and seller) -

(Tumbull, Ford and Cunningham, 1996; Cheung and Tumbull, 1998). Wi th in the scope of 
this thesis, network aspects w i l l also be considered, but only to the extent that they are 

assessed to influence the development of the long-term relationships under consideration. 
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II . The Research Setting: The Metal Mining Industry 

Having established the relevancy of the research areas and interest in conducting research in 

some somewhat not fu l ly understood areas (such as industry-by-industry descriptive work on 
IBB) and/or partially neglected areas (such as the development of long-term relationships), 

the research setting of this thesis is introduced and discussed. The research setting - i.e., the 

metal mining industry - has been carefully selected on the bases of its unique features and the 

fact that research addressing the referred issues has not been previously conducted in this line 
of industry. By doing so in this thesis, existing theory w i l l be tested and developed in a new 

empirical context. 

In this section, a brief characterization of some of the main features of the mining industry is 
given. First of all , the value of mining and some structural changes that have occurred in this 

industry are outlined. Secondly, the major determinants of mining companies' profitability are 

discussed. 

I I . I The Value of Mining 

Most countries in the world are endowed with mineral resources such as metals, nonmetals 
and energy minerals including oil and gas. Throughout history, the importance and value of 

mining has shaped the course of civilization. The stone age gave way to the bronze age, 
fol lowed by the iron and coal age, the industrial revolution, and to the present days of the 

information age. 

It is d i f f icul t to imagine a world without minerals. Many of everyday products are based 

primarily in the output of mining. Buildings, machinery, consumer durables such as cars, 

telephones, television, computers, and other products all rely on extracted mineral 

commodities. 

Mineral resources are not evenly distributed in the earth's crust. Some countries are endowed 

with more mineral resources4 than others. Commonly, the relative importance of a country's 

mining sector is related to the correspondent resource endowment. However, independently of 
the role the mining sector plays in a country's economy, those nations which are able to 

explore their mineral reserves can gain considerable benefits over long-term periods. Among 

those benefits the fol lowing are included: raw materials, employment, local development, 
improved infrastructure, foreign exchange earnings, and tax revenues (Otto, 1992). Bosson 
and Varon (1977, p. 152), state that the "broad objectives of mineral development can be 
categorized as follows: to ensure optimal use of available mineral resources; to earn or save 
foreign exchange; to create employment (direct or indirect), often in remote or depressed 

areas; to promote backward and forward linkages (service and supply industries and 
processing of raw material) in order to maximize value added within the country, to the extent 
that it is economically sound; to ensure an adequate supply of raw material inputs for 

industry; and to stimulate regional development, often in remote areas." 

4 Resources are the "identified or probable physical presence of minerals in the earth". Reserves, "on 
the other hand, represent that portion of the resources which has been more precisely measured and 
which is, or might be, available for production over a specific time period." (Crowson, 1992, p.ii) 
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Economic growth goes hand-in-hand with an expanding mining industry. Mineral 
commodities are rarely f inal goods. As an economy grows, demand for metals and other 

materials increases as they w i l l be incorporated into the capital equipment, construction, 
transportation, and consumer durable sectors of the economy (Tilton, 1994). 

I I . I I Structural Changes in the Mining Industry 

Nowadays, an increase in competitiveness characterizes the world mining sector. There are a 
number of factors that contribute to this enhanced competitiveness. Major structural changes 
have occurred during the past decades in this sector due essentially to the effects of 

globalization, deregulation and privatization, technological improvements, and eco-
sensitivity. 

During the 1990s, the need to consider global competition and global customers in the mining 
sector has become pre-eminent. In the past two decades, new regions of the globe have 

emerged as potential investments targets for multinational mining companies, as protectionist 
national policies change and deregulation sweeps through the mining sector (e.g., Otto, 1992, 

1995; Crowson, 1992). Otto (1995) notices this trend's intensification towards the end of the 
1980s. Many countries moved toward privatization or toward opening-up the sector to foreign 

entrants. This author affirms that "since 1985, over 75 nations have either adopted a new 
mining law, made a major revision to the law, or are currently working on a new draft law." 
(Otto, 1995, p.454) Examples include a new national mineral policy and legislation 

introduced in India during 1993; most nations in South America moving away f rom the 

former restrictions in foreign mining investment introduced by the Andean Pact5; major 
regulatory transformations in African countries; and Chinese change in regulations towards 
allowing foreign mining investment. 

Improvements in technology also contribute to a more competitive business environment. 
Technological improvements in exploration techniques allow for the identification of new 

mineral resources. However, for a mineral resource to be classified as an ore deposit, a 

number of economic criterions must be complied with (i.e., the extraction of such mineral 
resources must be done at a profi t) . New methods of extraction and processing allow the 

exploitation of a growing range of ore deposits. Crowson (1992) names for example the 

improvement of leaching techniques that allow the extraction of copper f rom material which 
was previously considered as waste6. Further, Trocki's (1990) findings concerning mine 

openings, asserted that many of these openings - approximately 75 percent of the iron mines 

and 50 percent of the copper mines since World War I I - result f r om previously recognized 
mineralizations which were at the time considered obsolete. 

Stringent environmental policies have also become dominant in this industry. Development 

and use of advanced production and environmental technologies is a precondition to a 
minimization of the environmental disraption associated with the extraction and processing of 
mineral resources. The aim is to attain an "environmentally sustainable mining industry" 

where energy consumption is reduced and the waste generated such as harmful emissions can 
be minimized. Environmental policies instituted during the past decade, such as those arising 

5 The Andean Pact stipulated that 51 % ownership of the exploration rights of mineral reserves was to 
be held by local investors. 
6 The orebody is the volume containing valuable minerals, while the rock around is waste. Waste is a 
worthless matter, which miners try to leave in place whenever possible. 
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f rom the United Nations conference in Rio de Janeiro (1992), place several obligations on 

actors in the mining industry and enhance the competitive environment. Mining companies 

need to move away f rom a compliance-oriented perspective to a business-opportunity-driven 
viewpoint in environmental issues. 

In view of the above structural changes briefly discussed, i t is important to outline some of the 
major determinants of mining companies' profitability. This is relevant to create a better 

understanding of how these companies can best adapt to this raise of competitiveness that 
characterizes the world mining sector. 

I I . I I I Major Determinants of Mining Companies' Profitability 

At the most basic level, the mining industry extracts mineral resources f rom the earth and 

processes them to create products (e.g., metals, concentrates, pellets, nonmetals, o i l , gas) that 
commonly serve as inputs in other industries' production (metallurgical, construction, 

consumer durables, etc.). There is a wide variety of geological environments in which these 
mineral resources occur. Some need to be extracted f rom deep underground mines while 
others may occur at the surface and are thus extracted in large open pits. Some occur clearly 

differentiated f rom their host rocks while others are produced mainly as byproducts of other 

mineral commodities (Crowson, 1992). Hence, there is a diversity in geological environments 
which is determinant for the profitability of the mining company which w i l l explore and mine 

a particular ore deposit. 

Mineral prices are also an important determinant of mining companies' profitability (e.g., 
Trocki, 1990; Slade, 1991). These prices are generally set in world markets and transcend 
national and corporate boundaries. There are two pricing systems ruling in the mining 

industry: producer pricing and commodity exchanges. The latter is by far the most important 
for metal pricing and the importance of the London Metal Exchange ( L M E ) 7 clearly outruns 
the Commodity Exchange of New York (COMEX). 

Mineral markets have always been unstable (Slade, 1991,1993; Lopes and Rebelo, 1998). 

This can be partly explained by the fact that the demand for mineral commodities is derived 
and particularly responsive to business cycle fluctuations (e.g. Til ton, 1994). Further, Slade 
(1991, p. 1337) states that, "a fundamental difference between markets where prices are set by 

producers and those with commodity exchanges is the scope for speculation that exchanges 
introduce." Another factor that influences mineral demand and hence indirectly its pricing, is 

the price of substitutes and complements (Tilton, 1994). As mineral commodities compete 
with each other for their end-market usage, a change in a substitute can affect the demand for 
another commodity. 

Exchange and inflation rates are also found to considerably affect the profitability of mining 
companies. As mineral commodities are traded internationally, variations on the exchange 
rate of the host country currency against the US dollar and/or pound (£) influence planned 

mining activities and companies' revenues. 

7 The London Metal Exchange was instituted in 1877 by merchants in London. Membership is limited 
to 36, and dealings in each commodity are limited to two-five minutes intervals in the morning and 
two in the afternoon. Three major changes in trade occurred in 1987: 1) Institution of a clearing house 
system; 2) the introduction of margins; and 3) the introduction of formal options. (Slade, 1991) 
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There is a common feature among the outlined determinants: they are outside the control of 
the mining company. Fortunately, there are a set of controllable factors related to production 

costs which influences the profitability of the mining companies. In order to understand how 
mining companies can reduce their production costs it is important to realize the huge 
investment costs commonly associated wi th mineral development and production. 

As mentioned earlier, mineral development in any country, whether developed or developing, 

is a long-term investment whose benefits stretch far out into the future. According to Trocki 

(1990, p.323), "the stages of mineral supply are the fol lowing: (1) exploration, the search for 

economic concentrations of minerals; (2) evaluation of mineralization uncovered during 
exploration; (3) discovery; (4) evaluation and feasibility studies of discoveries; (5) 
development, e.g., constmction of a mine; (6) mining or extraction; (7) ore processing and 
refining; and (8) distribution to intermediate or final users." (see also figure I.I) 

Exploration 

"Mineral 
Deposit" 

Evaluation of 
mineralization 

Discovery 

Evaluation of 
discovery 

DeveloDtnent 

Mining /Extraction 

4 Ore processing 
V, I 

Distribution 

"Output: 
e.g.. 

Concentrates: 
Metals: 

Pellets: etc. 

Figure I.I The Stages of Mineral Supply 

Large capital requirements are associated with the mineral supply process. Commonly, 

financing must come, at least in part, f rom international sources. The first four stages lead (or 
not) to the decision to extract (at a profit) the mineral resources. As such, only the four latter 

w i l l be briefly discussed as they are an inherent part of mining companies' production chain. 

Once the profitability potential is established, the development of the mineral deposit can 

start. This normally means that a complex set of infrastructures and facilities has to be 
developed in order to ensure the operationalization of the extraction process. This can be said 

to constitute the "skeleton" of the mine, and its shape is determined by the geological 

environment. This stage culminates with the "start-up" of the mine. Naturally, major 
investments are associated with this stage. The investment capital for contemporary mineral 

projects commonly runs into half a bi l l ion dollars or more. To raise such investment capital, 
financial packages and global approaches are usually necessary. The major slice of the total 
initial investment is for the purchase of major capital equipment for mining production items 
and set-up of infrastructures and facilities. 

Mining is the stage in the mineral supply process where a mineral deposit is extracted and 

made accessible to processing. Again, huge investments are associated with this stage. Capital 
equipment and supplies are constant key inputs in mining. Such inputs include a wide range 
of product lines, f rom capital equipment for mining production items such as dri l l ing rigs and 
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ventilators, to supply items such as rock drilling tools and explosives. The selection of cost 
effective capital equipment for mining production - which is suitable to the specific 
requirements of the mineral deposit and thereby can lead to an optimization o f the production 

process associated wi th mining - is essential for the profitability of any mining company. 

The processing stage includes one or more steps leading to an upgrading of the "value 
component" of the mineral deposit. The result may be a mineral concentrate, a metal, or other 

products suited to be brought to the mineral market by the last stage in mineral supply, i.e., 
distribution. Finally, the output of mineral ventures can be introduced in the mineral market. 

From the above discussion concerning the mineral supply process, it is important to note the 

relevancy that should be given to capital equipment investments in any mining company. 

These investments are a key determinant of the production costs, and hence, company 

profitability. 

Min ing companies - and particularly metal mining companies - have been exposed to an 

unfavorable external framework, reflected by a downward trend in metal market prices. 

Crowson (1992, p.6) states: 

"it is often a direct response to adverse changes in profitability which forces 

mines to become more efficient or close down. The history of the mining 

industry in the early to mid 1980s was one of successful and sustained 

reductions in costs in the face of deteriorating market conditions and weak 

prices." 

This trend has not been reversed during the 1990s. For example, Lopes and Rebelo (1998, 

p . l ) state: 

"Metal prices fluctuate intensively, in particular copper, zinc and tin, which are 

the most important metals present in the polymetallic sulphides. Therefore, only 

low cost mines will be able to generate cash flow throughout their entire 

economic cycle: that is why strategies aiming at the minimum possible 

operational costs are so important. " 

In the future, and attending to the structural changes happening in the industry, the 

competitive position o f mining companies w i l l be ultimately dependent on "controllable" 

cost-effective solutions related to e.g., mining, processing, and distribution. As remarked 

earlier, capital equipment investments play a major role in the attainment of these cost-

effective solutions which allow mines to become low-cost producers. 

III . Overall Purpose of This Thesis and Research Problems Defined 

Mining is a dynamic and fast-paced industry which brings far-reaching benefits to the 

countries endowed wi th mineral resources. Throughout history, economic growth and an 
expanding mining industry have been connected. In the information age, the increasing 
demand for sophisticated electronic equipment, computers, and telecommunications w i l l place 

a higher demand for metals and materials produced by this industry. 
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As in other industries, major structural changes are happening in the world mining sector. The 

business environment is increasingly competitive and mining companies have to search for 
higher productivity allied with lower costs. This is particularly important for metal mining 

companies that have been exposed to a continuing downward trend in metal market prices. As 
mentioned previously, capital equipment investments play an important role in mining 

companies' profitability. It is therefore critical for metal mining companies to carry out these 

investments in ways that bring about cost reductions and long-term benefits for the company. 

This fact is further enhanced in a business environment where the pricing of the products 
(output produced) cannot be regarded as a competitive tool. Through cost reductions and 

productivity increases, sound capital equipment investments w i l l allow - at least to a certain 

extent - the accommodation to mineral price fluctuations. 

In line with the aforementioned considerations the overall purpose of this thesis is to study the 
buying of capital equipment by metal mining companies. On the bases of the discussion held 

concerning the research areas of this thesis, two research problems, each respectively related 

to a specific investigation {Study One and Study Two), w i l l be formulated in the sections that 

fol low. 

I I I . I Industrial Buying Behavior in the Metal Mining Industry 

Given the purpose of this thesis, the research area which w i l l serve as a first theoretical 
foundation is the f ie ld of IBB. As discussed, this f ie ld of research has been concerned with an 

increased understanding of how industrial organizations buy the goods and services that they 

incorporate in their businesses. The body of knowledge achieved within this research area is 
vast. Yet, and as previously mentioned, numerous empirical studies have provided evidence 

of factors which account for a differentiation in EBB, often due to industry specific needs. 

Studies conducted in the research setting of this thesis - i.e., the metal mining industry - have 
not been found. Hence, this setting seems appropriated for the testing of conceptual 

frameworks existing in this f ield. 

In such an industry, capital equipment buying was characterized as of extreme importance for 
the profitability of metal mining companies. The affect of the importance of such products 

(capital equipment) in the buying behavior of metal mining companies is yet to be 
determined. Furthermore, the idiosyncrasies of the mining environment and the way these 

affect the buying behavior of the metal mining companies, provides interesting questions to 

which answers cannot be found in the existing literature. 

To achieve the purpose of this thesis - i.e., to study the buying of capital equipment by metal 

mining companies, afirst research problem emerges as: 

" How can the industrial buying behavior of metal 
mining companies be characterized, 

concerning the buying of capital equipment?" 

This research problem has led to Study One of this thesis. Conceptually, traditional Industrial 
Buying Behavior research tools were adopted and therefore the study is posited within the 

realm of a transactional perspective. The study was conducted between May 1994 and 
November 1997 and related outcomes study were a Licentiate Thesis (Baptista and Forsberg, 
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1997), and two papers (Baptista and Salehi-Sangari, 1998; Salehi-Sangari and Baptista; 

2000). A summarized version of these works is presented in this doctoral thesis, i.e., Study 

One. The empirical investigation related to this study includes four case studies in Swedish 
metal mining companies and one case study in a Polish metal mining company. Results f r om 
this study have also provided indications as to issues to be investigated more closely in Study 

Two of this thesis. 

I I I . I I The Development of Long-term Relationships in the Metal Mining Industry 

In view of the structural changes occurring in the mining industry together with the 

horizontally concentrated8 market structure that characterizes this industry, it could be 

expected that close ties were established between buyers and suppliers of capital equipment. 
In fact, results f r om Study One support this statement. Hence, enduring aspects of the 

relationships established need to be enclosed in the theoretical basis of this thesis. 

Regarding this, the f ie ld of IBB has some inherent limitations. I t adopts a rather static 

perspective - or at least a short-term perspective - and focuses on explaining transactions 
rather than relationships (cf., Möller and Wilson, 1995). Thus, interactions and relationships 

as a f ie ld of research w i l l also be contemplated in this work and w i l l serve as the second 

theoretical underpinning of this thesis (Study Two). 

The Interaction Approach has been identified as the research area which addresses the 
investigation of the interaction and relationships established between companies in industrial 

and/or international markets. Research in this area has also asserted that long-term buyer-
seller relationships occurred frequently in business markets. Indeed, the empirical results of 
Study One have also confirmed this aspect. The existence of long-term relationships was 

present between the metal mining companies investigated and their suppliers o f capital 
equipment. As such, i t is found most appropriate to conduct research on this particular issue. 

As previously stated, considerable interest has been given in the literature to the study of this 

type of relationship, yet it is strongly argued that the development (i.e., the dynamic aspects) 
of these relationships over time are not fu l ly understood (Grönroos, 1994; Möller, 1994; 

Halinen, 1995; Håkansson and Snehota, 1995; Backaus and Buschken, 1998; Johnston, Lewin 

and Spekman, 1999). As relationships can evolve over time, it follows that relationships are 
dynamic in nature. This is certainly a most interesting research topic that deserves attention in 
this setting where the existence of long-term relationships is present. Furthermore, empirical 

studies focusing in the metal mining industry have not been found in the literature searches 

conducted by the author. 

To investigate the development of the long-term relationships established between buyers and 

sellers in this research setting is also of extreme importance, as it w i l l serve to identify and 
characterize many relevant aspects essential for the attainment of this thesis purpose, i.e., to 

study the buying of capital equipment by metal mining companies. As long-term relationships 
exist in this setting, conceptual tools f rom the Interaction Approach need to be included in this 

investigation in order to achieve this purpose. 

"Horizontal-market structure refers to the number and size distribution of firms in a market. An 
industry with few firms or with a dominant firms that controls a large share of the market is said to be 
horizontally concentrated." (Slade, 1993, p.259) 
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In view of the above, i t is important to adopt a dyadic (buyer and seller) perspective which 

encompasses enduring aspects of the relationships with focus on the evolvement aspects of 
these long-term relationships. Attending to this, a second research problem for this thesis 
emerges as: 

"How can the development of long-term relationships between buyers and sellers 
of capital equipment in the metal mining industry be described?" 

Dyadic business relationships are embedded in a business network composed of many 

relationships that affect their development. When adopting a network approach, Möller (1994) 
argues that researchers attempt "to understand systems of relationships f rom: (1) the 
perspective of a particular focal f i r m (so called positional perspective), and f rom (2) a 

network perspective - looking into a network f rom an aggregate, holistic perspective." (ibid., 
p.362). 

The development of long-term business relationships is influenced by other organizations that 

interact and influence the parties in the dyadic interaction. As such, to a certain extent, these 
aspects need to be taken into consideration in this thesis. Anderson, Håkansson and Johanson 

(1994) have conceptualized business networks as sets of connected relationships and further 
clarify that their focus is " in managers' perceptions and imputed meaning of the 

connectedness of a focal relationship to other relationships, as they act as key informants on 
its effects on their f i rms ' decisions and activities" (ibid., p . l ) . This view is incorporated in this 
thesis and hence it can be argued that the positional perspective of the focal relationship is 

adopted (cf., Möller, 1994, p.362). However, the structure and dynamics of the business 

network w i l l not be studied, hence delimiting the theoretical scope of this thesis. 

The second research problem of this thesis has led to Study Two of this thesis. As explained, 
research related to the "Interaction Approach" forms the basis for the conceptual framework 
developed. Hence, the study is posited within a relationship-based perspective. The study was 

initiated during December 1997 and was finalized in December 2000. The empirical 
investigation includes four case studies of relationships established between metal mining 

companies and their suppliers of capital equipment in the Portuguese mining industry. 

IV. The Expected Contribution of this Thesis 

The aim of this thesis is to study the buying of capital equipment by metal mining companies. 

As such a characterization of this phenomenon is at stake. It is intended to do so through 

conducting two studies, each assuming a different perspective at the outset: a transaction-

based and a relationship-based perspective. Both perspectives are expected to provide 
valuable insights into the characterization of the buying of capital equipment by metal mining 
companies. To whom does this research serve? 

Regarding the theoretical contribution, this thesis addresses research in two fields. For the 

f ie ld of D3B a contribution is expected through testing whether (or not) existing theoretical 
conceptual grounds can be applicable and extended to this research setting - that has not been 
previously investigated. As to the Interaction Approach to business markets, a somewhat 

neglected area was identified - i.e., the development of long-term relationships (Grönroos, 
1994; Möller, 1994; Halinen, 1995; Håkansson and Snehota, 1995; Backaus and Buschken, 
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1998; Johnston, Lewin and Spekman, 1999). Hence, existing theoretical underpinnings need 
to be assessed, and tested empirically. Backaus and Buschklen (1998) affirmed that the lack 
of empirical work in the development of relationships was the most important deficit in 

interaction research. Also Gemunden (1998) - based on a review of the M P publications on 
conference proceedings - "casts severe doubts on the assumption that IMP is an empirically 

based research tradition" (ibid., p.8) and stresses the need to encourage empirical research, 

especially in order to achieve recommendations for managers in business-to-business markets. 

Based on existing knowledge, to conduct an empirical study in this area w i l l serve the purpose 

of developing and testing a theoretical model appropriate for the study of the development of 

this type of relationships in the metal mining industry. Conceptual and empirical evidence in 

this field has also indicated that organizational factors, business conditions and industry 
context, all influence the characteristics and development of relationships. Hence, it is 
certainly valuable to conduct research in an industry that has not been previously investigated. 

I f research work has to do with real l i fe - and I am persuaded that it has everything to do with 

it - a contribution should be made in the sense of attaining valuable managerial guidelines to 
managers (both f rom the buying and selling sides) active in the metal mining industry. 

The relevancy of studying this phenomenon in this setting has already been highly 

emphasized. Min ing is a dynamic and fast-paced industry which brings about far-reaching 
benefits to the countries endowed with mineral resources. In this era - the information age -

demand for information technology and consumer durables is growing more and more, 
implying an increasing demand for metals and materials which are the output of mining. 

Simultaneously, a raise in the competitive environment is placing a heavy pressure on metal 
mining companies to remain profitable. Capital equipment investments play a major role in 
these companies profitability. 

Metal mining companies and suppliers of capital equipment can take many benefits f r om an 

increased understanding of the industrial buying behavior and the development of long-term 
relationships with regard to capital equipment. As these companies increasingly need to 

become (or remain) low-cost producers (and since they do not have any control over the price 

of the outputs produced), sound ways of buying capital equipment and managing the business 
relationships with their suppliers of capital equipment are paramount. It is highly important 
for their own profitability and effective marketing of the suppliers' companies. This 

investigation w i l l hopefully be able to provide rich descriptions of the phenomenon under 
investigation and ultimately lead to managerial guidelines. 

Recent research also highlights the importance of developing relationships for effective 

marketing (cf., Sharma and Sheth, 1997; Sharma, Tzokas, Saren and Kyziridis, 1999). For 
example, Möller and Halinen (1998, p.172) state: "examining business exchange relationships 
f rom a relational, and often enduring perspective, is very important for understanding 

contemporary marketing." This thesis proposes to investigate relationships in a new business 
setting f r o m an enduring perspective. Ultimately, a set of managerial recommendations for 

both buyers and sellers of capital equipment active in the metal mining industry is intended. 
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V. Structure and Layout of the Thesis 

This thesis overall purpose is to "study the buying of capital equipment by metal mining 
companies ". Subsequently, two research problems were formulated. Each is dealt with in a 

separate study. Hence, this thesis consists of two studies, which took place in different time-

periods and chronologically followed each other. 

A n overview of the structure and layout of this doctoral thesis is provided in Figure I.II 

PART ONE: INTRODUCTION AND SCOPE OF THE THESIS 

Mars 1994 

Dec 1997 

Overall Purpose of the Doctoral Thesis:  
'To study the buying of capital equipment by metal mining companies 

PART TWO: STUDY ONE 

Research Problem: 
How can the industrial buying 

behavior of metal mining companies 
be characterized, concerning the 

buying of capital equipment? 

The Empirical Investigation:  
• Case studies in Sweden (four) 

• Case Study in Poland (one) 

Dec 2000 

PART THREE: STUDY TWO 

Research Problem: 
How can the development of long-term 

relationships between buyers and 
sellers of capital equipment in the 

metal mining industry be described? 

The Empirical Investigation:  
• Case studies in Portugal (four) 

PART FOUR: CONCLUDING CHAPTER 
"General findings from both studies and final reflections 

regarding the buying of capital equipment by metal mining companies" 

Figure III Structure and Layout of This Doctoral Thesis 
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PART TWO: STUDY ONE 

"INDUSTRIAL BUYING BEHAVIOR IN THE METAL 
MINING INDUSTRY" 

Case Studies in Sweden and Poland -
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Chapter 1 - Introduction and Research Problem 

The fo l lowing study was conducted between May 1994 and November 1997 and led to a 
Licentiate Thesis (Baptista and Forsberg, 1997) and two related papers (Baptista and Salehi-

Sangari, 1998; Salehi-Sangari and Baptista, 2000). What is included in this doctoral thesis is a 
brief synopsis of these works. It was deemed suitable to include a summary of this 

investigation because the results of this study provided guidelines as to which issues were 
relevant to further investigate when adopting a relationship-based perspective (Study Two of 
this Doctoral Thesis). 

As mentioned during the introductory chapter of this thesis the overall purpose is to study the 

buying of capital equipment by metal mining companies. One fundamental aspect that needs 

to be addressed in order to be able to achieve this purpose is to develop an understanding of 
the industrial buying behavior (hereafter B3B) of the metal mining companies. 

1.1 Industrial Buying Behavior 

The f ie ld of IBB is concerned with the way(s) industrial organizations buy the industrial 

goods and services that are incorporated in their businesses. To develop such an 
understanding is essential to the selling firms to develop suitable strategies that allow them to 
succeed in industrial markets. The importance of IBB has been recognized by many scholars 

and practitioners (e.g., Robinson, Fans and Wind, 1967; Webster and Wind , 1972b; Bonoma 
and Zaltman, 1978; Sheth, 1978; Wind and Thomas, 1980; Johnston and Bonoma, 1981; 

Johnston and Lewin , 1996; Tanner, Jr., 1999). 

When studying the industrial buying behavior of organizations many different aspects can be 
pursued. Conceptual reviews of the f ie ld such as those implemented by Sheth (1978), Wind 

and Thomas (1980), Johnston and Lewin (1996) or Harmon, Conrad and Brown (1997) 

identify key research issues such as: the buying decision-making process; the identification 
and characterization of the individuals who participate in this process; the assessment of 

vendor attributes; situational, organizational, environmental factors as determinants of buying 
behavior; etc. Thus, industrial buying is a complex phenomenon where a wide array of factors 

interplay affecting the behavior of the organizations. 

Although the existing body of knowledge within IBB can be assessed as vast (cf., Wilson, 
1996), scholars have argued that the industry environment affects the buying behavior and 
thus more descriptive industry-by-industry studies are needed in the f ie ld (e.g., Bonoma and 

Zaltman, 1978; Kennedy, 1983; Möller, 1985). One industry in which studies concerning IBB 
were not formerly conducted is the metal mining industry 9. This fact combined to the 

paramount importance of implementing sound investments in the buying of capital equipment 
by metal mining companies underlies the decision to investigate the D3B of metal mining 
companies (when the buying of capital equipment is at stake). 

The current transition towards the need to incorporate a relationship-based perspective in 
order to understand industrial buying was already referred during the introductory chapter. 
Issues related to this w i l l be further addressed in Study Two of this thesis. However, one 
should stress that although focusing exclusively on the buying perspective, the IBB domain 

9 A lack of industrial buying behavior research in this line of industry was asserted in literature 
searches related to this field (cf., Baptista and Forsberg, 1997). 
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certainly leads to the identification of important issues that contribute to attain an increased 
understanding of the buying of capital equipment by metal mining companies. 

1.2 Scope of the Investigation 

In this section the setting of the study is introduced. The Swedish and the Polish metal mining 

industries are selected and the reasoning for this is put forward. 

1.2.1 The Swedish Metal Mining Industry and the Swedish Mining Equipment Industry 

According to Sölvell, Zander and Porter (1993, p.61): 

"The Swedish economy grew initially out of Sweden's endowments of natural resources" 

Mineral resources and forest related products have led to the development of two of the major 

industrial clusters in the Swedish economy: the materials/metals cluster which accounted for 

12.5 percent of total Swedish exports in 1985, and the forest products clusters accounting for 
17.9 percent of total Swedish exports in 1985 1 0 . In the first cluster is included not only the 

mining companies (producers of iron or nonferrous metals such as copper, zinc, lead, gold 
and silver) but also the manufacturers of equipment related to mining such as rock-drillers, 
mineral crushing machinery, hoisting and loading equipment, etc. At the time of this study, 

the Swedish metal mining industry consisted of two iron ore mines, 14 sulfide ore mines and 
two gold mines. Sweden was the leading iron, lead and silver producer in EU-EFTA, and the 

production of gold, copper and zinc represents 36.3, 32.1 and 23.6 percent of the EU-EFTA 

total production respectively (see Table A. 1), thus occupying a significant position concerning 
output f rom metal mining activities. 

Table A.l The Swedish Production Compared with the Rest of the Mining 

Industry in EU-EFTA 1992 

Iron Copper Lead Zinc Gold Silver 
Country Mill, 

tons 
% tons % tons % tons % kg % kg % 

Sweden 12.3 70 89 018 32 106 657 42 173 183 24 6 582 36 285 000 37 
Spain 1.6 9 47 000 19 197 000 27 8 547 47 211 000 27 

Ireland 42 900 17 194 100 26 

Portugal 150 483 54 

Norway 1.4 8 

Finland 14 929 6 
Italy 138 716 18 
France 2 862 16 
Other 
EU-
EFTA 

2.2 13 22 711 8 57 543 22 170 783 23 148 1 135 141 18 

Source: Adapted from World Mining Data (1994)". 
Note: tons =metric tons. 

The source of data is a study on the Swedish economy, Sölvell, Zander and Porter (1993), where the role of 
industrial clusters are examined in depth. Although the results of the study were first published in 1991, the data 
concerning exports refers to 1985 and more up-dated values were not available. 
1 1 This study was initiated during 1994 and therefore data from this year is presented as it provides sustainability 
for the background of this study. 
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The mining industry has played a central role in enhancing the development of the domestic 
mining equipment industry. The constant need for improvement of mining productivity 

through modem mining technology in order to remain competitive with producers f rom 

countries where labor costs are considerably lower has led to the development o f a wide 
number of internationally competitive manufacturers of mining equipment and related 

machinery. According to a list provided by the Swedish Trade Council, 65 major 
manufacturers and exporters of mining equipment could be identified in 1993. 

Between 80 to 90 percent of the mining and processing equipment produced in Sweden is 
exported worldwide and most of the "best selling equipment" has been thoroughly tested in 

Sweden before being marketed and introduced abroad. 

1.2.2 Export Markets for Mining Equipment 

The sizes and locations of export markets for mining equipment are closely linked to ongoing 

and planned mining activities in different regions, and the possibility for export to these 
regions. Large, but mainly mature, markets exist in North America and Australia. In other 
areas such as South America, Africa, China and the former Eastern-block expanding export 
markets can be found. 

In order to assess the relative attractiveness of different potential export markets for the 
Swedish manufacturers of mining equipment, an exploratory mail survey was conducted. In 

this survey, 33 manufacturers of capital equipment were asked to list the most interesting 
potential export markets for their companies. The rate of response was 45 percent, and results 

showed that the former Eastern-block was seen as a significant potential export market. 
Moreover, the geographical proximity (from the Swedish manufacturers viewpoint) and the 

evident need of industrial rehabilitation justified a closer look at the former Eastern-block as a 
potential export market. 

1.2.3 Poland and the Lubin Copper Mines 

In the former Eastern-block the Lubin copper mines in Poland offered a suitable example of 

emergent buyers of products for mining activities due to three major factors. 

1. "Poland, together with Hungary and the Czech Republic, are the most developed Central 
European economies" (Hooley, 1993, p.9). The change into a market-led economy has 
moved at a fast pace in Poland, and trading with Western countries has forced Polish firms 
to adopt new marketing techniques, the compliance to Western quality standards, etc. 

Poland can therefore serve as an example of how this process of change can develop in 
other countries belonging to the former Eastern-block, at least in what concerns the effects 
of these changes on management and organizational issues in industrial enterprises. 

2. Poland, ranked as the f i f t h copper producer in the world with a capacity of approximately 

500 000 metric tons per year, is one of the four dominating countries in the former 
Eastern-block in terms of mining industry (other countries are: Russia, Kazakhstan and 
Uzbekistan), ("Metaller från Öst - Hot eller Möj l ighe t?" 1 2 , 1993). Poland has significant 

1 2 The title of the article is translated "Metals from the East - Threat or Opportunity?" 
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mineral resources such as hard coal, sulfur, copper, silver, zinc, lead, natural gas, salt, and 

other minerals. According to the Foreign Trade Research Institute the "workable copper 
reserves in Poland w i l l , at the present level of output, suffice for 96 years" ("Poland Your 
Business Partner", 1993, p.16). Copper mining is dominated by the State-owned company 
K G H M based in Lubin, which runs three underground copper ore mines. 

3. In an evaluation of mining activities in the former Eastern-block Bomsel (1992) stated the 

fo l lowing: "When we began visiting mining and metallurgical combines in Central and 
Eastern Europe in 1990, and the following year in Russia and the Ukraine, we had no idea 

that so many sites in the largest mineral producing zone in the world, would be operating 

in defiance of market logic. In all Central and Eastern Europe, only the Lubin (Poland) 

copper mines were operating at a profit" (Bomsel,1992, p.277). The Lubin copper mines 
are therefore considered to provide a good example of the mining sector with re-defined 
market economic goals that in the future w i l l emerge in the former Eastern-block. 

1.3 Research Problem 

During the introductory chapter of this thesis an overall purpose emerged. In line wi th this 

purpose, an investigation of the metal mining companies' IBB was deemed appropriate. In 
line with these considerations a first research problem was formulated as: 

"How can the industrial buying behavior of metal mining companies be characterized, 
concerning the buying of capital equipment?" 

In the previous sections, the importance of understanding IBB in marketing activities and 

f rom a strategic managerial viewpoint was referred. Further, the significance of the Swedish 
mining industry and specifically its importance for the development of the Swedish mining 

equipment industry was indicated. Also, the possibilities of emerging export markets for 

Swedish mining equipment in the former Eastern-block and the Polish mining industry as a 

suitable example were discussed. Hence, the outlined issues lead to delimitations in the 
study's scope of investigation and the reformulation of the research problem as: 

"How can the industrial buying behavior of Swedish and Polish metal mining companies 
be characterized, concerning the buying of capital equipment?" 

A further decision to focus on the purchase of capital equipment for mining production (such 

as dri l l ing rigs, loaders, trucks, etc.) was taken. This is due to the relative significance of this 
equipment, in terms of value, complexity and importance of the product to the mission of the 

metal mining company (cf., Baptista and Forsberg, 1997). Moreover, the buying of this type 

of capital equipment commonly represents the highest capital investments of metal mining 
companies. 

Hence, the specific interest in this study was directed towards the understanding of IBB in 
metal mining companies when the most complex buying situations occurred. The term 
complexity refers to "complexity" in terms of technology, value of purchase, and relevancy 
and adequacy of the purchase to the mission and strategic management implications to the 
metal mining companies. 

23 



1.4 Outline of the Study 

The original study (i.e., the Licentiate Thesis - Baptista and Forsberg, 1997) was divided into 

six parts containing seven chapters: Introduction and Research Problem, Overview of 
Literature, Frame of Reference, Methodology, Swedish Cases and Polish Case, Analysis, and 

Findings and Conclusions. Figure A. 1, illustrates the outline of this original study. 

I Purpose of the Study 

I I Theory 

Chapter 1 
Introduction 

and Research Problem 

Chapter 2 
Overview of Literature and Research Questions 

tiåe 

I I I Methodology 

1 
I V Empirical 

Data 

V Analysis 

I 
V I Conclusions 

Chapter 3 
Frame of Reference 

Chapter 4 
Methodology 

Chapter 5 
Case 1-4 Swedish Mining Companies 

Case 5 Polish Mining Company 

1 

Chapter 6 
Analysis 

I 
Chapter 7 

Findings and Conclusions 

Figure A.l Outline of the Original Study 
Source: Baptista and Forsberg (1997, p.llj - Figure 3. 

The synopsis included in this doctoral thesis w i l l solely provide brief summaries of the 

study's theoretical background and frame of reference, methodology, and analysis and 
conclusions. The summary provided in this thesis is based on this original study (Baptista and 

Forsberg, 1997) and subsequent published work (Baptista and Salehi-Sangari, 1998; Salehi-
Sangari and Baptista, 2000). Focus is given to the main results that have provided guidelines 
to those issues that w i l l be further addressed in Study Two. Wherever found suitable 

references are made to the previously published work (Baptista and Forsberg, 1997; Baptista 
and Salehi-Sangari, 1998; Salehi-Sangari and Baptista, 2000). 
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Chapter 2 - Synopsis of Theoretical Background and the Study's Frame 
of Reference 

2.1 Conceptual Reviews of Industrial Buying Behavior 

A number of authors have examined and integrated much of the knowledge that has been 

gained in the OBB (hence, enclosing IBB) stream of research. Very briefly, some conceptual 
reviews and/or categorizations of OBB are mentioned in the table below. 

Table A.2 Studies that Review and/or Categorize OBB 

Author Year Proposed Categories: 
Webster and 
Wind 

1972a Task , non-task, and complex models. 

Ban vil le and 

Dornoff 
1973 Economical and behavioral "schools of thought". 

Bonoma and 

Zaltman 
1978 Classification drawn f rom the transactional bases of social 

psychology. OBB as interactive, dyadic, and transactional. 

Sheth 1978 Research on OBB focuses on inputs, outputs, a mediating decision
making process, and outside factors which impact upon decision 
making. 

W i n d and 

Thomas 
1980 Studies in OBB divided into three major areas: the buying center, the 

buying process, and the factors affecting the organizational buying 
center and process. 

Johnston 1981 Empirical research grouped in three types: purchase situation, 
involvement in the purchasing process, and behavior and decision 

style. Proponent of "System approach". 

Johnston and 
Spekman 

1982 Meta-system approach to organizational decision-making. 

Backhaus and 
Koch 

1985 Partial models and system models. 

Möller 1985 Key conceptualizations: phases of subprocesses of the buying process, 
the elements of the process, and the contextual factors affecting it. 

Bunn 1994 Key aspects of organizational buying as: procedure control, proactive 
focusing, use of analysis techniques, and search for information. 

Johnston and 

Lewin 
1996 Conceptual and empirical articles are separated; 13 constructs referred 

to as determinants of OBB are put forward. 
Source: Adapted from Baptista and Forsberg (1997, p.20) - Table 3 

Of the mentioned studies, three of the most comprehensive state-of-the-art reviews were those 
conducted by Sheth (1978), Wind and Thomas (1980) and Johnston and Lewin (1996). 
Whatever the angle f rom which organizational buying behavior is approached, a consensus is 
apparently found towards the relevance of studying (separately or conjointly) some of what 

appear to be major determinants of industrial buying. These include: the identification of 
those who participate in the purchasing process, the industrial buying decision conceptualized 

as a process which can be subdivided in a number of separate stages, and factors which affect 
the economic and behavioral decision-making of those individuals involved. 

The classification proposed by Wind and Thomas (1980) comprises most of the aspects which 
are assessed by many authors as major components of industrial buying behavior. This has led 
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to the choice of this categorization to serve as the basis for an overview of literature. These 

categories are: the buying process, the buying center, and the factors affecting the 
organizational buying center and process. 

2.2 The Buying Process 

"Perhaps the most popular area of research in OBB has been the understanding 

of the decision-making process, its antecedents, as well as mediating and 
moderating contextual variables." 

(Sheth, 1996, p.8) 

Buying is not an event. "From the time at which a need arises for a product or service, to the 
purchase decision and its subsequent evaluation, a complex myriad of activities can take 

place" (Wind and Thomas, 1980, p.242). It is therefore a "process" in which separate steps, 
stages, and /or phases may be identified. Such a sequential division of the buying process has 
long been the concern of many researchers. 

Cyert, Simon and Throw (1956) are often quoted as one of the pioneer attempts to understand 
the sequential nature of the buying process (e.g. Johnston and Speakman, 1982). However, it 

is only after the introduction of the Buygrid Framework by Robinson, Fans and Wind (1967) 

that research on the buying process increases substantially. This framework provides a 
conceptualization of a standard buying decision-making process. The process is initiated by 

need recognition, followed by the determination and description of the characteristics of the 
needed item. Further, search for potential sources of supply takes place, and the acquisition of 

the proposals fol lowed by an evaluation and selection of suppliers is conducted. Finally, the 
order routine is selected and performance feedback is the last stage of the process. These eight 
buyphases are combined with three types of buying situations (denominated buyclasses): the 
new task, the modified rebuy, and the straight rebuy. Three factors are determinant towards 

the incorporation of a buying situation in the correspondent buyclass: (1) the newness o f the 
problem; (2) the information requirements; and (3) the consideration of new alternatives. 

Merton (1957) suggests that the purpose of descriptive, organizing frameworks is to provide a 

"codified guide for adequate and f ru i t fu l functional [empirical] analyses" (as quoted by 

Wilson, 1996, p.8). Indeed this has been the case with the Buygrid Framework. This 

framework is adopted by many researchers as an analytical tool in a variety of empirical 
studies. Research related to the Buygrid Framework is for example: Bell izi , 1981; Bellizi and 
McVey, 1983; Woodside and Vyas, 1983; Leigh and Rethans, 1984; Patton, Puto and King, 

1986; Anderson, Chu and Weitz, 1987; Wilson, Lil ien and Wilson, 1991; Bunn, 1993; Burger 
and Cann, 1995. 

However, the Buygrid Framework is not without criticisms. Webster and Wind (1972a, pp.24-
25) state that the model, "is virtually devoid of predictive ability, and offers little insight into 
the nature o f the complex interplay between task and nontask variables". Other authors, 

Johnston and Spekman (1982, p. 139), add that, "one problem is that the f low of stages as 
presented by Robinson et al. may not progress sequentially and the entire process may consist 
of a number of iterative loops, depending on the complexity of the purchasing situation". 
Wherever one stands, i t is undeniable that the Buygrid Framework constitutes an obligatory 
reference to most of the work published within the D3B field. 
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When considering the buying activities enclosed in the buying process, there is a particular 

activity that has been emphasized by many scholars in the D3B field, i.e., vendor selection. 

Vendor attributes are at the core of the industrial buying decision-making process (Kiser, Rao 
and Rao, 1975). They provide the criteria for selecting and evaluating vendors by those within 

the organization involved in the buying decision-making process. These activities are 
included in what is referred to as the buyphase six of the Buygrid framework - (cf., Baptista 
and Salehi-Sangari, 1998). 

Commonly, organizational buyers do not consider all possible alternatives when faced with a 

purchase decision. Usually, they simplify the decision process by deciding, which of the 
known sources of supply w i l l be included in a set of alternatives for a particular purchase 

(LeBlanc, 1987). The set of suppliers that is selected f rom all known suppliers, the bid set, is 
the only set that is considered in the evaluation and selection of suppliers phase of the 

decision process. This phase of the buying decision-making process focuses mainly in the 
assessment o f the relative importance of different purchase (vendor selection) criteria. A 
various number of empirical studies have addressed the criteria used by industrial firms to 

make purchase decisions (e.g., Håkansson and Wootz, 1975; Dempsey, 1978; Crow, 

Olshavsky and Summers, 1980; Crow and Lindqvist, 1982). 

Industrial buyers are found to select a vendor based on a number of decision variables such as 

price, delivery capability, quality, reputation, repair service, etc. Weber, Current and Benton 

(1991) reviewed and classified 74 related articles since 1966 and ranked price (61 articles), 
delivery (44 articles) and quality (40 articles) as the three most important variables. 

To summarize, it can be remarked that the buying process is a major area of investigation 
within the OBB field. Much of the research carried out recently is still based on the 

conceptual framework by Robinson et al. (1967) proposed more than three decades ago. The 
description of the buying process as a sequential number of stages has an inherent intuitive 

appeal, and the fact that a number of overlaps and parallelism may occur between the 
proposed eight buyphases does not diminishes the applicability of this tool in IBB research. 

2.3 The Buying Center 

"the buying center has long been a focal point of study by academic 

researchers, and of concern to practitioners in the field of business-to-business 

marketing " 

Morris, Berthon, and Pitt (1999, p.263) 

The buying center concept has been defined by Webster and Wind (1972b, p.6) as "al l those 

individuals and groups who participate in the purchase-making process, who share some 
common goals and the risk arising f rom the decisions". According to the categorization 

proposed by W i n d and Thomas (1980) - and that has been adopted for the brief theoretical 
synopsis included in this study - when reviewing research on the buying center three 
conceptual areas can be identified: the composition of the buying center; the roles in the 

buying center; and the influence in the buying center. 

27 



2.3.1 Composition of the Buying Center 

Considering the composition of the buying center, previous studies have focused on the 

determination of the number of individuals who are involved in the decision-making process 
(size), the hierarchical levels represented, and the functional areas involved. 

Many scholars have reported findings regarding the size of the buying center and how this is 
influenced by other factors. Patchen (1974) and Grönhaug (1975) found that the number of 

participants involved was affected by the importance of the decision, perceived product 

importance, degree of routinization, and resources available to carry out the purchase. In turn, 

Kelly (1974) did not f i nd buying center size to be significantly affected by company size. 
However, these results are contradicted by Crow and Lindqvist (1982) that found that 

organization size had significant influence on the size of the buying center. 

Doyle, Woodside and Mitchell (1979) reported that the size of the buying center was affected 

by the buyclasses. The sizes of their customers' buying centers were found to be smaller in 
the straight-rebuy situations comparatively to new-task and modified-rebuy situations. These 

results are also supported by e.g., Kennedy (1983). Crow and Lindqvist (1982) add to this 
with their results that size increased f rom a modified-rebuy (average 2.02 persons) to new 

task (average 2.37 persons) as an effect of the more complex task. Significant relationship 
between size and purchasing situation and purchasing phase were also reported by 
McWil l iams, Nauman and Scott (1992). 

A very important study in this area was the one conducted by Johnston and Bonoma (1981). 

These authors defined and operationalize f ive dimensions of the buying center as follows: 

1. Vertical involvement: the number of levels o f the organizational hierarchy involved in 
communication and influence concerning the buying. 

2. Lateral involvement: the number of different departments and/or divisions involved in 

communication and influence concerning the buying. 
3. Extensivity: the total number of individuals involved in the buying communication 

network. 
4. Connectedness: the degree to which the members of the buying center are linked with 

each other by direct communication. 
5. Centrality: the centrality of the purchasing manager in the buying communication 

network. 

Their study also showed that there were considerable differences in these dimensions whether 
the purchasing situation regarded capital equipment or services. 

Mattson (1988) and Johnston and Page (1990) have used the dimension of vertical and lateral 
involvement in their studies. In the empirical testing of his model, Mattson (1988) found that 
the involvement o f different hierarchical levels in the buying center differed due to the type of 
product, the importance of the product in relation to the mission of the company, the dollar 

value o f the product, and the complexity of the product. Johnston and Page (1990) found that 
vertical and lateral involvement (expressed as locus of influence) is affected by both 
organizational structure and purchase situation. 

In short, a number of studies were referred. The research reported in these studies has focused 
on addressing one or more of the fol lowing three areas: (1) definition of the buying center; (2) 
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size of the buying center (and the affect of other factors in this variable); (3) vertical and 
lateral dimensions of the buying center (and the affect of other factors on these dimensions). 

Integrating these studies' results, consensus is found towards the multi-person involvement in 
most industrial buying activities. Single-person buying centers (autonomous decision making) 

can however occur in less complicated buying situations of routinized character. 

The general findings concerning size, vertical and lateral involvement is that these dimensions 
increase with: 

• the increased complexity of the product, 

• the value of the product, 

• the importance of the product, 

• the newness of the buying situation (or complexity of the task), 

• the complexity of the organizational structure, and 

• the size of the organization (no significant increase due to this factor is also reported). 

2.3.2 Roles in the Buying Center 

The identification of different roles played by the buying center members and studies of what 
functional area and/or hierarchical level perform these roles during different stages of the 
buying process are particularly important when adopting a managerial perspective. 

Webster and Wind (1972b) in their model of organizational buying proposed five different 

roles performed by the buying center participants: 

• users, i.e., those who actually use the purchased product; 

• deciders, i.e., those who select the vendor / supplier of the product; 

• influencers, i.e., those who add information or decision criteria to the decision 

process; 

• buyers, i.e., those who execute the contractual arrangements; and 

• gatekeepers, i.e., those who control the f low of information into the buying center. 

Later, these roles were extended through the introduction of a sixth role proposed by Bonoma 

(1982), the initiatior, i.e., the individual(s) who triggers the purchasing process by 
determining the need for purchasing a good or service. 

The above conceptualization gained much acceptance among other scholars. For instance, 
Doyle et al. (1979), Thomas (1982), Eckles and Novotny (1984), Mattson (1988), Henfhorne, 

LaTour and Will iams (1993) use it in their studies. The latter emphasize on the role of the 
influencers, as i t is indicated that informal influence has a significant effect on perceived risk 

experienced by the organizational buyer. Product class and also dollar value have been 
reported (Mattson, 1988) as important factors concerning functional and hierarchical position 
of deciders and influencers. The role of the initiator has often been occupied by the function 
also occupying the role of the user or by the purchasing agent. Major implications f r o m a 

marketing perspective are given to the role of the gatekeeper due to his/her ability to control 
the f l ow of information and thereby influence decision-making. 
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2.3.3 Influence in the Buying Center 

The question of who is the most influential in the buying center (during certain stages of the 

buying process or totally) is a central issue of research in the conceptual area of the buying 
center. However, and due to the amorphous character of this construct, research has been 
faced wi th considerable measurement problems. 

A n early definition of influence was given by March (1955, p.438) as "that which induces 

behavior on the part of the individual at time t] different f rom that which might be predicted 

on the basis of a knowledge of the individual organism at time to". He also identifies three 

ways o f measuring influence in an organization: attributed influence, opinion change, and 

influence attempts. Bel l iz i (1981, p. 138) defines buying influence as "the formal or informal 
power of a person to affect others or outcomes in buying situations whether or not exerted 

consciously". 

In an attempt to understand "Who is influential and why?", Patchen (1974) discusses the five 

bases of power originally distinguished by French and Raven (1959): reward, coercive, 
referent, legitimate and expert. Patchen concludes that, "there is no necessary implication that 
these are the only f ive types of power that could be distinguished" (Patchen, 1974, p. 198). His 

empirical study identifies the most "influential" participant as the one who w i l l be affected the 
most by the decision - i.e., have a stake in the decision. Two other important characteristics of 

persons regarded as influential in the buying decision are either persons characterized as 

experts, or persons who have a responsibility to make a choice or recommend a product. The 
author also notes disagreement among the informants concerning who had the most influence 

in each decision. Thomas' (1984) study also indicates that expertise is a more important base 
of power than legitimate authority. Kohl i (1989) also supports these findings. His study found 

that expert power had the greatest influence followed by reinforcement power o f the 
individual. 

Other authors, such as Cooley, Jackson and Ostrom (1978), concentrated their study of 

relative power (influence) on two basic stages in the buying process: product selection and 

supplier selection in modified-rebuy situations. Purchasing was found to be most influential in 
supplier selection, while engineering was the most influential in product selection. 

A n often quoted paper concerning measurement of participation and influence in the buying 
process is Silk and Kalwani (1982). Their paper also includes a summary of eight studies: 

Weigand, 1966; McMi l l an , 1973; Grashoff and Thomas, 1976; Kelly, 1974; Grönhaug, 1977; 
Patchen, 1974; Choffray, 1977 and Spekman, 1977. The findings of the study concerning 
measurement of participation and influence in the buying process, can be summarized as 

follows: 

• measures of participation in the purchase decision, with a satisfactory reliability may be 

obtained by asking questions focusing on specific stages; 

• measures of influence in the buying process have not yet been able to provide results of 

acceptable validity and reliability; 

• the assessment o f purchase participation and influence should be obtained f rom more than 

one informant. 
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In short, they found a lack of consensus regarding purchase influence between pairs of 

informants f rom the same organization. It was also found that ratings differentiated among 
roles but not the stages in the decision process - (cf., Sheth, 1996, p. 19). 

Other authors have focused on the effects of the purchase situation attributes on the 
perceptions of influence in the buying center. Bell izi and McVey (1983, p.61) found that 

"there is general nonsignificance of the buyclass variable at least as a predictor of industrial 

buying influence". However, these findings are not corroborated by other scholars' findings. 

For instance, Naumann, Lincoln and McWill iams's (1984) results indicate that purchasing 
and production increased and research and development and engineering decreased their 

relative influence when going f rom new buy, to modified, to straight-rebuy situations. 
McQuiston (1989) suggests that the situation attributes of novelty, complexity, and 

importance are causal determinants of participation and influence in industrial purchase 
decisions. 

Integrating some of the considerations drawn in this section, in brief, a certain consensus is 
attained regarding the fact that the buying center participant seen as the "expert" by the other 

members often has a major influence (e.g., Thomas, 1984). Another participant, noted by 
Patchen (1974) with a high degree of influence is the participant with the major stake in the 

purchase - i.e., the participant that w i l l have the major responsibility for the operation of the 
purchased product. It should be remarked that these two influential participants can be the 

same person, since the one with the major knowledge about a certain product, the "expert", 
might be the one who also has a major responsibility for its operation after the purchase. 
Regarding supplier evaluation (qualification of suppliers) and supplier selection, the 

purchasing agent is generally found to exert a major influence. Finally, measurements 
problems regarding the participation and influence in the buying process are denoted by Silk 
and Kalwani (1982). 

2.4 Factors Affecting the Buying Process and Buying Center 

As proposed by Wind and Thomas (1980), the third area where much of the literature related 
to IBB can be included, concerns the factors which influence both the organizational buying 

center and buying process. That is, those factors which are found to explain and predict 
organizational buying behavior. In this synopsis, four sets of factors are addressed: the buying 

situation and task-related factors; the organizational factors; the interorganizational factors; 
and the environmental factors. 

2.4.1 Buying Situation and Task-related Factors 

Among the factors recognized as affecting the buying center and the buying process, factors 
relating to the specific buying situation have gained considerable attention. The buying 

situation factors often refer to the factors included in the BUYGRID conceptualization 
(information requirements, newness of the problem, and consideration of new alternatives) -
Robinson et al. (1967). However, other task-related factors have been proposed. Examples of 
such factors are time pressure, complexity, importance, and monetary value. 

Robinson et al, (1967) proposed three types of buying situations (also denominated 

buyclasses) in their Buygrid framework. As mentioned, the major factors that determined the 
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incorporation in the correspondent buyclasses were newness of the problem, information 
requirements and consideration of new alternatives (Table A.3). 

Table A.3 Distinguishing Characteristics of Buying Situations 

Type of Buying Newness of the Information Consideration of New 
Situation Problem Requirements Alternatives 

New Task High Maximum Important 

Modif ied Medium Moderate Limited 

Rebuy 

Straight Low Minimal None 

Rebuy 

Source: Robinson, Faris and Wind (1967, p.25) 

A number of studies have focused on the effect of the buying situation in the buying process, 

and most particularly on the buying center. For instance, Doyle et al. (1979), Crow and 

Lindqvist (1982), Kennedy (1983) have reported on the effect of this variable on the size of 
the buying center. The tendency being that an increase is noted f r o m the straight-rebuy, 
modified-rebuy, to the new task - where more participants tend to be involved. Dholakia, 

Johnson, DellaBitta and Dholakia (1993) report that the buyclass variable had the greatest 
effect on decision-making t ime 1 3 , hence affecting the buying process. Naumann, Lincoln and 

McWil l i am ' s (1984) also determined that the patterns of influence in the buying center varied 
according to the buyclass. However, these results have also been contradicted. As referred 

earlier, Bel l iz i and McVey's (1983) study found that the buyclass variable was not a predictor 

of industrial buying influence. 

As referred, other task-related factors proposed by scholars are: time pressure, perceived risk, 

product complexity, importance, and monetary value. 

Sheth (1973) proposes in his model three product specific factors that might influence the 
buying center and process: time pressure; perceived risk; and type of purchase. Sheth suggests 
that i f the purchase is carried out under a great deal of time pressure, this might lead to less 

complex buying behavior. Regarding perceived risk, higher levels of perceived risk w i l l 

increase the probability of a jo int decision compared to an autonomous decision. Concerning 
type of purchase, two types o f classifications are included: the buyclass and the product type 

(capital equipment, maintenance products, etc.). Henthome, LaTour and Will iams (1993) also 
discuss the variable perceived risk and state: "In most industrial buying contexts, perceived 

risk has been viewed as a function of two variables: the importance of the purchase and the 

amount of uncertainty associated with the outcome of the purchase" (Henthome et al., 1993, 
p.42). 

importance, novelty, and complexity of the task have been addressed by for example Johnston 
(1981), McQuiston (1989), Johnston and Page (1990), and Dawes and Patterson (1992). 

Johston (1981) found that as the perceived importance of the purchase increased, the lateral 
involvement increased, more levels of the management hierarchy became involved and the 
size of the buying center augmented. McQuiston (1989) defines novelty as the lack of buying 

experience within the organization; complexity as the amount of information needed to make 

1 3 Decision-making time is defined as the "amount of time an organizational buyer invest in the acquisition 
process, begins with the need recognition and ends when the organization's buying center arrives at a solution 
for filling the need" (Dholakia et al., 1993, p.282) 
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an accurate evaluation; importance as the perceived impact of the purchase on organizational 

profitability and productivity. Then , he reports that importance serves as a predictor for the 
amount of communication offered by the sender for consideration by the members o f the 

decision-making unit (i.e., the buying center). Also, as novelty and importance of the 
purchase rose, more information was sought by the members of the buying center. 

Johnston and Page (1990) test a model for analyzing the stmcture and information processing 

in the buying center, and conclude: "The results obtained from the model tested in this paper 
suggest that the B U Y G R I D categorization needs to be extended to include the dimensions of 

importance and complexity when considering the functioning of the buying center" (Johnston 
and Page, 1990, p.599). Dawes and Patterson (1992) focus on a different aspect, i.e., the use 

of technical consultancy services by firms making high-technology purchase decisions. They 
found that the greater the perceived novelty, importance, and complexity of the buying 
situation the more l ikely it is that buying center w i l l consider an outside technical consultant 
and actually commission one. 

Product complexity is particularly addressed by Möller (1993) and Puri and Sashi (1994). The 

first study reports that more individuals, company functions, and hierarchy levels are involved 

in the purchasing of technically more complex products. Puri and Sashi (1994) examine a 
complex computer purchase. The complexity of the buyers' needs is found to be a clear 
determinant for the buyer behavior. 

Finally, Mattson (1988) includes the importance of the purchase in his model and defines i t in 

terms of the importance to the mission of the buying organization. This author also 
emphasizes on the variable monetary value as determinant of buying behavior. 

This brief synopsis has served to highlight the relevancy that must be given to this set of 
factors when investigating the IBB of organizations. The buyclass variable was noted to be an 

important factor that influence both the buying process and buying center. However, this 

variable per se is not sufficient to characterize the buying situation. Other factors such as 
importance, complexity, time pressure, were found to affect the buying behavior of industrial 

organizations. Results of several studies seem to be consensual in this respect. 

2.4.2 Organizational Factors 

This sub-set of factors includes those who are related to the buying organization per se (e.g., 
size, technology, stmcture, tasks and goals). The size of the organization and its influence on 

IBB is apparently the factor that has been most investigated. Banville and Dornoff (1973) 

found that the size of the f i r m had very little influence on the ranking of factors influencing 

the supplier selection. Sheth (1973) incorporates three company specific factors in his model: 

• organization orientation 

• organization size 

• degree of centralization 

Concerning the orientation of the organization, Sheth suggests that a technology orientation in 
the company w i l l lead to an engineering dominated situation that w i l l also influence the 
buying behavior of the f i rm . Consequently, in a production-oriented company, the production 

personnel w i l l exert a dominant influence in buying decisions. The suggested effect of the 
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company size is that larger organizations w i l l show a higher tendency for joint decision 

making, compared to smaller organizations. Higher degrees of centralization are postulated to 

reduce the likeliness of joint decisions. Bellizi (1981) also asserts that larger organizations 
show a higher tendency for joint decision making comparatively to smaller organizations. 

Wi th regard to size, Dholakia et al, (1993) remarked a positive relationship between 

organization size and information search. Larger organizations tended to be more engaged in 

a more thorough and systematic search than smaller firms did. This finding is presented as an 
"unexpected f inding" as the authors had predicted that a broad-based expertise and acquisition 
experience would lead to less extensive information search. Two possible explanations are put 

forward: "despite their expertise and experience, larger organizations still approach the 

process more systematically and professionally in general" (Dkolakia et al., 1993, p.289); and 

due to the differentiation of larger organizations, where "perhaps the technical experts and, 
indeed, other participants in the buycenter, are more isolated than in small organizations" 

(ibid.). In addition, it is also remarked that more information is sought in larger organizations 
due to personal reduction and enhancing of rewards related to the acquisition process. 

Another study which focuses somewhat in organization's orientation is Hallen's (1980). This 

author focuses specifically on the production technology of the buying f i r m (single unit 
production, intermittent production, and continuous production along the dimensions 

assembly and transformation) and the effects on change and stability in supplier relations. 
Spekman (1981) proposed organizational type as an important company characteristic that 

affects the buying process. Differences in the importance associated with purchasing related 

factors existed among purchasing managers f rom commercial, not-for-profit and 
governmental organizations. 

2.4.3 Inter-organizational Factors 

Inter-organizational factors include a wide number of variables related to the inter-

organizational relationships between buying and selling organizations. Hence, in this view the 
dyadic and interactive perspective is enclosed. However, in this study, these aspects were only 

skimmed 1 4 . Two aspects were very briefly addressed: interfirm interaction and negotiation 

strategies in buyer-supplier relationships. 

Campbell (1985) presents a description of different market types resulting f rom the chosen 

marketing and purchasing strategies of the selling and buying organization. The product 
characteristics, the buyer characteristics and the seller characteristics are influencing the 

buyer's interaction strategy (Competitive, Cooperative or Command) and the seller's 
interaction strategy (Competitive, Cooperative or Command). His study was carried out in 

areas where long-term stable relationships are important (in contrast to research concerned 
with the process of discrete purchase decisions). The fol lowing classification of buyer-seller 
relationship was proposed (Figure A.2): 

1 4 As referred during the introductory chapter of this thesis interactions and relationships as a conceptual domain 
of research will be addressed in Study Two, the purpose being the investigation of the long-term relationships 
between buyers and sellers of capital equipment in the metal mining industry. 
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Marketing Strategies 

Competitive Cooperative Command 

1 2 3 

Competitive Independent Mismatch Independent Competitive 
Perfect 
Market 

Seller's 
Market 

Purchasing Purchasing 
Strategies 4 5 

Interdependent 
6 

Dependent 

Cooperative 
Mismatch Domesticated 

Market 
Captive 
Market 

7 
Independent 

8 
Deoendent 

9 

Command Buyer's 
Market 

Subcontract 
Market 

Mismatch 

Figure A.2 Classification of Buyer-Seller Relationship 
Source: Campbel (1985, p.37) 

Heide and John (1990) emphasize on the dramatic changes in the nature of buyer-supplier 

relationships towards closer ties, alliances, and partnerships, and develop a model of 
closeness in industrial buyer-supplier relationships (original equipment manufacturer-supplier 
ties). Also these authors, Heide and John (1992), investigate structural aspects of interfirm 

relationships. They focus on the buyers' decision-making control in the context of buyer-

supplier relationships. The presence of buyer-specific assets (physical assets, organizational 
procedures, and training that are specific to a particular supplier relationship) and relational 

norms (defined as consisting of flexibili ty, information exchange, and solidarity) are shown to 

influence interfirm relationships, e.g. "relational norms determined the f i rm's ability to 
acquire control" (Heide and John, 1992, p.42). Furthermore, they conclude "firms should 
structure relationships in a discriminating way, based on the characteristics of the situation in 
question. Firms should not pursue control as a goal on its own right, but only attempt to 

acquire control when specific assets are at risk ( . . . ) The key is to be protected against abuse of 
control, and relational norms can serve the purpose" (ibid.). 

More recently, Han, Wilson and Dant (1993) examine the state of practice that exists between 

buyers and suppliers so far as their relationships with each other are concerned. The fo l lowing 

issues are investigated: 

1. Which are the main factors moving industrial buyers towards using fewer suppliers? 

2. Which are the characteristics of a good close long-term relationship? 
3. Which are the main advantages of a good close long-term relationship? 
4. Which are the problems of long-term relationships? 

A total of 41 companies, both in the supplier and buyer side were investigated. Purchasing 
agents f rom the buyer's organization and company salespeople f rom the supplier's 
organization were the selected respondents. Regarding the above mentioned questions, results 
showed that: 
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1. Both buyers and suppliers perceived enhanced performance, purchasing cost reduction, and 

increased technical cooperation as the main factors moving buyers towards purchase f rom 

fewer suppliers. 
2. Consensus is found between buyers and suppliers responses. Mutual trust in the 

relationship and satisfactory exchange are the identified major characteristics of a good 

relationship. 
3. From the buyer's point of view, the main advantages were reliability of supply, improved 

schedules, lower product/production costs, and the ability to resolve conflicts satisfactorily. 
From the supplier's viewpoint, the fol lowing factors were identified as primary 

advantages: price/ production stability, enhanced marketing efficiency, optimal capacity 

planning, and customer orientation. 

4. The problems with long-term relationships regarding both suppliers and buyers concerned 

the possibility of better exchange alternatives in the future and future uncertainty due to 

over dependence. 

Finally, these authors remark that although companies tend to reduce their potential supplier 

sources, most industrial buyers avoid the sole sourcing as they consider over-dependence as a 

risk for abusive relationships. 

Another aspect is pursued by Metcalf and Frear (1993). They studied the affect of perceived 

product importance on the complexity of partnership interaction processes. Five hypotheses 
are tested in the aircraft industry. Four of these are empirically supported and indicate that 

perceived product importance leads to: high level of interfirm cooperation; high level of 
information exchange; high level of social exchange; and extensive inter-organizational 

communication networks. However, it was also found that perceived product importance by 

the buyer does not lead to mutual adaptation. 

Regarding the negotiation strategies, three studies that have particularly addressed this issue 
are Perdue and Summers (1991), Perdue (1992), and Dabholkar, Johston and Cathey (1994). 

In the first study, negotiation is defined as the decision-making process through which a buyer 
and seller establish the terms of a purchase agreement. They quote Alderson (1957) when 

referring to negotiation as the "crowning process of business effort" (as quoted by Perdue and 

Summers, 1991, p. 175). Three negotiation strategies are addressed: 

• problem solving strategy (similar to "integrative bargaining") defined as, "the extent to 
which purchasing managers actively encourage sellers to work with their buying firms to 

develop and evaluate alternative purchasing arrangements that have the potential for 

reducing costs and/or increasing performance" (Perdue and Summers, 1991, p. 176), and 
• two aggressive-bargaining strategies (i.e. manipulating perceptions and tough tactics) 

defined as the "extent to which purchasing agents stand f i r m in their positions and use 

tactics designed to elicit concessions f rom sellers" (ibid.). 

Dabholkar, Johnston and Cathey (1994) focus on long-term business-to-business exchange 

relationships. They explore the determinants of negotiation behavior in dyadic relationships 
and propose a categorization of this negotiation behavior which forms "the basis of a 
conceptual framework that examines the formation and maintenance of exchange 

relationships " (Dabholkar et al., 1994, p. 134). Negotiation behavior is classified along two 
dimensions (time perspective and gain perspective) and the fol lowing matrix is put forward 
(Figure A. 3): 
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Time 
Perspective 

Long-term 

Short-term 

Command Coordinative 

Competitive Cooperative 

Maximize 
Individual Gain 

Maximize 
Joint Gain 

Gain 
Perspective 

Figure A.3 A Classification of Negotiation Behavior 
Source: Dabholkar, Johnston and Cathey (1994, p.133) 

To conclude this section, i t should be remarked that the inter-organizational setting is a 

growing area of research, with many studies being published recently. A better understanding 
of the working relationships between firms, (dyadic, within a network context, or f r om a 
partnering viewpoint) is imperative and of a paramount interest for both practitioners and 

scholars in the f ie ld of JJ3B. These issues w i l l be comprehensively addressed in Study Two of 

this thesis. 

2.4.4 Environmental Factors 

The last sub-set of factors which affect organizational buying that are addressed in this 

synopsis are the environmental factors, meaning those factors external to the buying 
organization (other than those reflected within the inter-organizational setting), such as the 
economic, political, legal, technological, and social/cultural factors (Wind and Thomas, 

1980). Studies that have addressed investigations in Eastern countries with focus in Poland 

are also given emphasis. 

Regarding this last set of factors, the international context and the concept of " physic 

distance" is focused by some authors (e.g., Håkansson and Wootz, 1975 and Hallén and 

Widersteim-Paul, 1979). Hallén and Widersteim-Paul (1979) define psychic distance as a 
difference in perceptions, "a measure of the diff icul ty a seller has to perceive or estimate the 

needs of a buyer or the corresponding diff icul ty a buyer experiences in perceiving the seller's 
offer" (ibid. , p.6). Concerning inter-firm distances, they study the psychic distance f rom the 

viewpoint o f the actual firms on both the perceiving and the perceived side. More than 900 

relationships between buyers and sellers are mapped in five western-European countries 

(England, Germany, France, Italy, and Sweden). The analysis showed that Italy appears to be 
the most isolated country of the group whereas Sweden is the most integrated in the group. 
The authors further develop a model of psychic distance seen as a continuous process 
(international perspective). 

Banting, Ford, Gross and Holmes (1985) investigate industrial purchasing in four English 

speaking countries (Australia, Canada, United Kingdom, and United States) across two 
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different industries (paper and chemical). Strong similarities across countries are identified 

regarding the purchase of materials and components. In equipment purchases, early 
involvement of top management (overall policy and planning group) is denoted, operating and 

engineering personnel act as advisors throughout the buying process, and purchasing becomes 
involved solely in the f inal stages. Banting, Beracs and Gross (1991) also report the results of 

a two nation (Hungary and Canada) study of the industrial buying nrocess in chemical 
processing companies. The involvement of different departments during the stages of the 

buying process is mapped for three major categories of goods (materials, components, and 
equipment). Similarities as well as differences in buying behavior patterns were found 

between the two nations (see also Table A.4). 

Table A.4 Similarities and Dissimilarities in Purchasing Patterns 

Similarities among results Dissimilarities among results 
• the buying process for all three 

categories of products is viewed as 
a series of steps which are handled 
in a similar way in both nations 

• demographic (age and educational background, 
managerial functions) characteristics differ in the sense 
that Canadians tend to be older and have less formal 
training than Hungary 

• engineering departments in both 
nations exert more impact in the 
purchase of components than raw 
materials purchases, especially 
during the early stages of the 
buying process 

• organizational (size) characteristics differ in the sense 
that larger firms tend to be more typical in Hungary 
(dominance of state enterprises and cooperatives) than in 
Canada 

• purchasing plays a major role in 
the case of materials in most 
stages of the buying process 

• in Hungary, for all the three product categories, a 
significant higher percentage of respondents limit the 
supplier choice and the range of products to be 
considered to a "limited to one make" policy in their 
organizations. This fact is due to national policy 
constraints regarding the importation of goods from 
Western nations in order to preserve hard currencies 

• top managers become involved in 
the purchases of equipment in both 
countries 

• the technical staff, "Design and Development 
Engineering", takes a major role in Hungary but not in 
Canada 

• the number of involved 
departments in both countries tends 
to increased as the buying 
situations become less structured 
and hence more complex 

• the dominance of production engineering is not valid for 
Hungary 

• a higher involvement of "Production Engineering" for 
both components and equipment occurs in Canada 

• the "Overall Corporate Policy and Planning" function is 
involved to a greater extent in Hungary than in Canada in 
the case of materials and equipment 

Source: Adapted from Banting et al. (1991) 

The impact of environmental factors is also studied by Domanski, Freytag, Guzeg and 
Nielsen (1991) in an exploratory comparison of the buying behavior in a Polish and a Danish 

f i rm . They suggest an intermediate variable, the survival factors, which relate to the scarcest 
resource. In the Danish case, product development (a competitive assortment) is the survival 
factor. In the Polish case, supplies and "hard currency" are found to be the prime problem 
areas (the survival factors). 
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Again, concerning Poland, Domanski and Guzek (1992) provide examples of the 

environmental influences on the buying center composition and the decisions taken during the 
buying process. Their study of the Polish State-owned enterprises in the furniture industry 
shows how structures and influences develop differently f rom those normally found in 

market-oriented economies, due to environmental factors. They describe f ive types of buying 
influences typical of the Polish industrial environment: 

1. Influence of other Polish producers. It is not uncommon that top managers f r o m other 
Polish firms with knowledge about a product are included in the buying center as an 

influencer. 

2. Influence of Polish foreign trade enterprises. These organizations still have a very strong 
position due to the know-how that they developed during the past economic system. 

3. Influence of a foreign importer of Polish furniture. Foreign importer might execute heavy 
influence on selection of equipment due to quality and other demands. 

4. Influence of a foreign supplier of new equipment. In this case personal contacts with top 

management are believed to play an important role. 
5. Influence of jo int venture partners. Here the joint venture partner w i l l often also be the 

foreign importer of the products and therefore the third influence type applies. 

Another analysis of buying behavior among Polish industrial buyers is implemented by 

Jaworska (1992). The study focuses on the effects induced by the industrial environment in 
Poland, specifically the effects of the "sellers market" prevailing in Poland. The author argues 
that buyers should workout their own strategies of behavior towards suppliers. The purchase 

strategy employed by Polish enterprises is further discussed using the four elements of 
product, price, choice of purchasing source, and communication with environment. From this 
discussion the fo l lowing can be noted: 

• the major problem concerning availability of "hard currency"; 

• two types o f segmentation of suppliers: horizontal segmentation resulting in a 
"geographical scattering" of suppliers, and a vertical segmentation according to position in 
distribution channel; 

• the reluctance of the Polish industrial market against trade middlemen. 

Roos, Veie and Welch (1992) conduct an exploratory study focusing on the area of 
environmental protection equipment in Czechoslovakia. They map the procurement of 

industrial products in Czechoslovakia before 1989, and characterize i t as "largely a 

bureaucratic process over which the user organization had limited influence and in which 
potential foreign suppliers were restricted in the extent to which they could influence 

decision-making activities" (ibid., p.260). More recently, and especially since the monopoly 

of foreign trade was abolished on January 1, 1990, the buying processes under the new system 

have been simplified and integrated by the user company. The authors remark that former 
time spans (which could range f rom 2 to 5 years) have been shortened (six to seven months), 
e.g., in the acquirement of simpler equipment. Regarding supplier selection criteria, a shift 

towards less emphasis on price in the selection criteria is noted. The fo l lowing criteria were 
found as the most important: (1) references; (2) experience in the f ie ld; (3) satisfying the 
user's needs; and (4) acceptable price. Concerning the buying center, the general pattern 

regarding the composition of the procurement team for environmental protection goods 
tended to consist of people f rom the technical, financial, and investments departments. 
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In short, it seems that the characterization of the environment w i l l play an important role in 

the understanding o f the IBB of the organizations - particularly when studies encompass more 
than one country. Study's related to Poland (which is also one of the countries addressed by 
the present study) show that factors such as "hard currency" (Domanski et al., 1991; Jaworska, 
1992), industrial environmental and market stmcture (Domanski and Guzek, 1992; Jaworska, 

1992) highly influence IBB. 

2.5 The Study's Research Questions 

This study's research problem has been formulated as: 

"How can the industrial buying behavior of Swedish and Polish metal mining companies 
be characterized, concerning the buying of capital equipment?" 

The synopsis of theoretical background presented has lead to the identification of three major 

conceptual areas that should be addressed when investigating IBB. Hence, and accordingly to 

these, three research questions are stated: 

• How can the buying process of capital equipment in Swedish and Polish metal 
mining companies be characterized? 

" How can the buying center of Swedish and Polish metal mining companies be 
characterized when purchasing capital equipment? 

• Which are the most significant factors that affect the buying process and buying center 
in Swedish and Polish metal mining companies concerning the purchase of capital 
equipment? 

Again, it should be emphasized that focus is given to the capital equipment used for mining 
production. As mentioned earlier this is due to the fact that it is this type of capital equipment 

that commonly represents the highest annual capital investment cost for these companies. 
Besides, the complexity and importance of this type of equipment for the mission of the metal 

mining companies has already been emphasized. 

2.6 The Study's Frame of Reference 

A synopsis of this study's frame of reference is put forward both in narrative fo rm and 
graphically. This means that selected theoretical variables and constructs that can be linked to 
the research questions and that hold potential significance to answer these questions are 

selected. To the extent found possible (and based on previously reviewed theoretical studies), 
the conceptualization and operationalization of these variables and constructs is also provided. 

2.6.1 The Buying Process 

The industrial buying process, also referred as the industrial buying decision process, w i l l be 
based on the conceptualization provided by Robinson, Faris and Wind (1967) in their Buygrid 

framework. 
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The application of this model provides a concepmalization of a standard buying decision 
process. The model has since its introduction gained much support f rom other researchers 

(validation) and is one of the most ( i f not the single most) quoted model in IBB (e.g.Crow, 

Olshavsky and Summers, 1980; Bell izi , 1981; Johnston and Spekman,1982; Mattsson, 1988). 
Furthermore, the concept of buyphases is due to its purely descriptive character easy to 

operationalize. The eight buyphases as defined in the buygrid framework are the fol lowing: 

1. Anticipation or recognition of a problem (need) and a general solution 

2. Determination of characteristics and quantity of the needed item 
3. Description of characteristics and quantity of the needed item 
4. Search for and qualification of potential sources 
5. Acquisition and analysis of proposals 

6. Evaluation of proposals and selection of supplier(s) 
7. Selection of an order routine 

8. Performance feedback and evaluation 

2.6.2 The Buying Center 

Johnston and Bonoma (1981), provided a detailed review of buying center studies and also 
developed an approach for studying buying center structures and interaction patterns 

(composition). In connection with this study the authors also tested it empirically (including 

capital equipment purchases). The approach developed and tested in these studies has later 
been used both in conceptual discussions (Möller, 1993) and in developing and testing new 

approaches to the study of buying centers (Johnston and Page, 1990; Salehi-Sangari, 1991). 
This approach is therefore selected in this study due to its recognition, and the fact that i t has 

been tested in research concerning capital equipment. The variables or dimensions used by 
Johnston and Bonoma (1981) are as follows: 

• vertical involvement: the number of levels of the organization's authority hierarchy 
exerting influence and communication within the buying center; 

• lateral involvement: the number of different departments and divisions involved in the 
buying center; 

• extensivity: the total number of individuals involved in the buying process; 

• connectedness: the degree to which the members of the buying center are linked to each 

other by directly communications concerning the purchase; 

• centrality: how central the purchasing manager is in the communication network. 

Regarding the dimension of lateral involvement, an extension of the concept as it was 

proposed by Johnston and Bonoma (1981) w i l l be considered. Studies that have investigated 

Polish companies have indicated that the concept of the buying center is broader and that in 

many cases decisions may be strongly influence or even dependent on opinions of persons 
outside the company (Domanski and Guzek, 1992). Banting, Beracs and Gross (1991) have 

studied the buying process in capitalist and socialist countries and have also verified that 
persons wi th a certain functional responsibilities, inside or outside the company, may be 

involved in the purchasing process. Hence, Johnston and Bonoma's (1981) lateral 
involvement is extended to include the function / departmental involvement which is defined 
as follows: 
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• function/departmental involvement: the total number of different functions, departments 
and divisions involved in the buying process 

In view of the research question concerning the buying center, a theoretical frame selected 
concerning the roles, is Bonoma's (1982) approach. A delimitation is made, however, as the 

study w i l l be restricted to the identification of the participants of the buying center and to the 
assessment of the most influential parties. The fol lowing role concepts w i l l be used: 

• initiator: initiating the buying process 

• decider: makes the (formal) decision (yes or no) concerning vendor and product 

• influencers: all those who "have a say" concerning the purchase 

• purchaser: obtains the product 

• gatekeeper: controls information (and might even control vendors access) to decision 
makers 

• users: the actual user of the product 

These actors (roles) in the buying center have been used by many researchers and are also, 

with the exception of the initiator, the same as those identified by Webster and Wind (1972b). 

Concerning influence in the buying center, there seems to be a substantial consensus in the 

literature about the problem of measuring influence in the buying center. Hence, the approach 

is to use involvement (lateral and vertical) as a substitute for influence (cf., Johnston and 
Page, 1990, p.590). 

2.6.3 Factors Affecting the Buying Process and the Buying Center 

The review of literature implemented has shown the need to consider the buying situation and 

other task related factors specific to a certain purchase when studying organizational buying, 
as they so strongly influence the buying center and buying process. This has been proven to 

be an issue of general agreement among scholars in IBB. There is, however, not an equal 

consensus as to which factors are the most important and thus should be employed. The 
fo l lowing approaches, normally in some combination with each other, are generally found in 
the literature: 

• buying situation specific factors as defined by the concept f rom the B U Y G R I D (newness 

of task, amount of information search and number of alternatives considered), 

• buying situation specific factors as defined by product characteristics (product complexity, 

importance, monetary value, time pressure, perceived risk). 

The particular task under investigation concerns the buying of capital equipment. This has 

already been referred as a complex and important buying situation. Hence, these factors are 
necessarily enclosed in the theoretical framework. Complexity is conceptualized as the degree 

of technical complexity of the equipment (as perceived by the study's respondents) - (cf. 
Möller , 1993). The importance of the task is conceptualized based on McQuiston (1989) as 
the perceived impact of the purchase on organizational profitability and productivity. This 
definition seems to be highly appropriate in view of the role that capital equipment (used for 
mining production) plays for metal mining companies. Perceived risk is also partially 

assessed when studying importance. As defined by Henthorne et al., (1993, p . l 12): " In most 
industrial buying contexts, perceived risk has been viewed as a function of two variables: the 
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importance of the purchase and the amount of uncertainty associated with the outcome of the 

purchase." Time pressure is also included (as suggested by e.g., Sheth, 1973) and is assessed 
based on the perception that lack of time might constitute a limiting factor in performance of 

the buying task. Finally, monetary value (cf., Mattson, 1988) is included and measured either 
as the actual price of the equipment, or as the cost of the investment. 

The literature review regarding the organizational factors has shown that size is found to 

affect the organizational buying, and it w i l l therefore be included in the theoretical frame. 

Moreover, the organizations under study are mining organizations which are usually relatively 
large corporations with different operating units that are highly production oriented. Thus, it 
is appropriate to include organizational factors such as the company's orientation and degree 

of centralization or differentiation. The fol lowing studies are selected as they have addressed 
these issues and can provide a suitable theoretical support: Sheth's (1973) proposed company-
specific factors (orientation, size, and degree of centralization), and Johnston and Page's 
(1990) concept of organizational differentiation. The fol lowing measures w i l l be utilized: 

• size w i l l be operationalized as three different measures: annual turnover, number of 
employees, and total yearly mine production (measured as tonnes of mined ore). These 

three different measures w i l l provide different aspects of the size of the organization and 

w i l l thus provide a good base for comparison between the different cases examined in the 

study. 

• orientation has been used by researchers in order to include differences due to product 
orientation, technology orientation and differences due to the production technology. The 

determination of the company's mission and whether the company is production, 
distribution, or service oriented serve as indicators for which departmental areas hold 

decision power and are interested in the buying decision-making process. 

• degree of centralization and organizational differentiation wi l l also be considered. 

Differentiation is operationalized as the number of plants and separate operating locations, 
as one of the measurements proposed by Johnston and Page (1990). In this particular study, 

it means that the concept is operationalized as the number of operating mines and 
concentrators. Degree of centralization as an indicator of joint versus autonomous decision 
making w i l l be also contemplated (Sheth, 1973). 

Regarding the inter-organizational context, different aspects are focused and pursued by 

different researchers. The inter-organizational factors selected for observation include 

relationship and interaction aspects, namely: 

1. The classification of buyer-seller relationships, stmcture of the market (Campbell, 1985). 

2. The possible affect of high perceived product importance on buyer-seller relationships 
(Metcalf and Frear, 1993). 

3. The perceived advantages wi th long-term relationships (Han, Wilson and Dant ,1993). 
4. Adopted negotiation strategy (Perdue and Summers, 1991). 

• observations of the stmcture of the market and classification of buyer-seller relationships 
w i l l be based on the matrix proposed by Campbell (1985) who proposed a description of 

different market types resulting f rom the chosen marketing and purchasing strategies of 

the selling and buying organizations. A preunderstanding of the mining industry leads to 
the inclusion of the stmcture of the market in the frame of reference. Even in a global 
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perspective, the number o f actors involved (potential sellers and buyers of capital 

equipment) is restricted. The product characteristics, the buyer characteristics, and the 
seller characteristics are all influencing Buyer's interaction strategy (Competitive, 

Cooperative or Command) and the Seller's interaction strategy (Competitive, Cooperative 
or Command). 

• high perceived product importance has been referred in previous literature as influencing 
the complexity of buyer-seller relationships (e.g., Metcalf and Frear,1993). The nature of 
the product category included in this study, capital equipment, together with a 

preunderstanding of the mining f ield has led to the inclusion of this aspect in the frame of 
reference. 

• long-term relationships are the object of many recent studies and are thoroughly discussed 

in the IBB literature. The nature of the relationships between the mining organizations and 
their capital equipment suppliers is then included in this frame of reference. The study by 
Han, Wilson and Dant (1993), where the perceived advantages of long-term relationships 

are investigated, w i l l serve as a theoretical basis. The operationalization of these aspects is 
subjective and based on respondents' perceptions. 

• the negotiation strategies adopted by the buying f i r m are another o f the inter-
organizational factors, which is included in the frame of reference. It's operationalization 

is based upon Perdue and Summers' (1991) two basic negotiation strategies that those 
involved in the buying process appear to pursue. These are problem solving, which 

primarily involves discovering ways to increase the benefits available in the buyer-seller 

relationships; and aggressive bargaining, which addresses the issue of how the available 
benefits are to be distributed between the two parties. 

Finally, since the smdy concerns EBB in two different countries (Sweden and Poland) and the 
literature has provided examples of a rather special industrial environment in Poland. Hence, 
factors that characterize the environment are enclosed in the frame of reference. Economic, 

political, legal, and social factors are important environmental aspects that need consideration. 
The fol lowing studies are selected as a means to provide a theoretical basis for the 

investigation of these aspects: Webster and Wind (1972b); Mattsson (1988); Domanski and 
Guzek (1992); and Jaworska (1992). The selection of the two final studies is essentially 

motivated due to their focus on Poland. 

2.6.4 Emerged Frame of Reference 

In line with the considerations drawn in the previous sections a frame of reference for this 
study emerges. Relationships between the different sets of variables are proposed. A brief 
explanation of the conceptual framework is provided: 

• the first concern is the identification of the buying decision process (the backbone of the 

conceptual framework); 

• secondly, the composition, roles, and influence of the buying centers w i l l be studied; 
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• thirdly, the factors affecting the buying process and buying center are considered. Four 
levels of factors are given in Figure A.4 that graphically represents this study frame of 
reference. 

1. The environmental level: Which includes those factors that set the scenario and 

influence the company's buying behavior as a whole. 

2. The inter-organizational level: The second set of factors are those related to the inter-
organizational setting and selected for inclusion in our frame of reference: 
classification of buyer-seller relationships, high perceived product importance and 
long-term relationships, and negotiation strategies (interaction aspect). 

3. The organizational level: The third set of factors observed focuses on the buying 

organization's characteristics which are selected as factors that affect the buying 
behavior of the companies when purchasing capital equipment (namely the size, 

orientation, and degree of centralization/ differentiation). 

4. The product level: The fourth set of factors which are studied as potential influencers 

of the buying process and buying center are the buying situation factors and other 

product specific factors. 

From each of these mentioned levels, arrows indicating influence are drawn to the boxes 
where the buying process and buying center conceptual areas are represented (Figure A.4). 

The different levels (environmental, inter-organizational, organization, and product) affect 

and partly interact with each other (e.g., the environmental factors w i l l directly and/or 
indirectly affect the inter-organizational setting, the organization, etc.). However, these inter-

level effects are not represented in Figure A.4, as they are not under focus in this study. As 
mentioned, it is the influence of the factors (selected within each level) on the buying center 

and buying process that are under investigation. 
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E N V I R O N M E N T A L F A C T O R S 
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5. Acquisition of proposals 
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Figure A.4 This Study's Frame of Reference 
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Chapter 3 - Synopsis of the Study's Methodology 

3.1 Introduction 

This chapter presents a synopsis of the methodology of this study. In the next figure the 
selected research path is outlined (marked in bold). Alternative paths regarding the research 

purpose, approach, strategy, and methods (sampling, data collection methods, and data 

analysis) are represented in this figure. In this synopsis, focus is given to the reasoning that 

have led to the choice of a particular path. For a more comprehensive discussion of the 
study's methodology, references to previously published work is done (Baptista and Forsberg, 
1997; Baptista and Salehi-Sangari, 1998; Salehi-Sangari and Baptista, 2000). 

Purpose of 
the Research: 

Research 
Approach: 

Research 
Strategy: 

Sample 
Selection: 

Data 
Collection 
Methods: 

I Exploratory | Descriptive | 

T7 
Explanatory 

Qualitative Quantitative 

Case Study Archival Surveys 
Analysis 

Experiments Histories 

Judgmental Random 

Documen
tation 

General 
Analytical 
Strategy and 
Mode of Analysis: 

Inter
views 

Archival Direct- Participant Physical 
Records Observations Observation Artefacts 

Focused Personal Interview 

Relying on theoretical propositions / 
Conceptual framework 

Developing a case 

description 

Within-case analysis 

Cross-case analysis 

Comparatlveanalysis 

Figure A.5 Selected Research Path 
Source: Adapted from Baptista and Forsberg (1997, p. 167) - Figure 24 
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3.2 Research Purpose, Approach, and Strategy 

According to Tul l and Hawkins (1994) the purpose of research can be categorized as 

exploratory, descriptive, and explanatory. Exploratory research is used when the goal is to 
"develop pertinent hypotheses and propositions for further inquiry" (Yin, 1994, p.5). This 

type of research is usually "involved in the tackling of a new problem/issue/topic about which 
little is known, so the research idea cannot at the beginning be formulated very wel l" (Phillips 

and Pugh, 1994, p.49). Descriptive research focuses on the accurate description of the 
variables in the problem model. The research goal is to "describe the incidence or prevalence 

of a phenomenon or when it is to be predictive about certain outcomes" (Yin , 1994, p.6). 
Philips and Pugh (1994, p.49) call it "Testing-out research" where the aim is "to f i nd the 

limits of previous proposed generalizations" (ibid.). The third category, explanatory research 
attempts to specify the functional relationships among variables in the problem model. Philips 
and Pugh (1994, p.50) call it "Problem-solving research". 

This study's research problem indicates that the aim of this investigation is to obtain a holistic 

view of the EBB in Swedish and Polish metal mining companies, focusing on the general 
nature o f the problems and the variables that relate to it. Hence, the purpose of this research 

study is exploratory and descriptive. This purpose is also ascertained in the research questions 
one and two. Regarding research question three, the exploratory aim is latent, as focus is 

given to the description and assessment of the relative importance of the variables selected in 

this smdy's frame of reference. Hence, the descriptive aim is dominant. 

This smdy is posited within the realm of qualitative research. This means that the approach 

selected is to tackle the research problem through the attainment of qualitative data (i.e., data 

in f o r m of words rather than numbers). EBB is a complex phenomena that needs to be 
embraced in its entirety. Further, the human involvement is paramount in order to understand 

this phenomena. The holistic view has already been stressed and this underlies the selection of 
qualitative research as the best approach. Two statements by scholars add to this reasoning. 
Rudestam and Newton (1992, p.32) a f f i rm that: 

"The holistic approach stresses that the whole is greater than the sum of its 

parts. Consequently, qualitative methods seek to understand phenomena in their 

entirety in order to develop a complete understanding of a person, program, or 

situation " 

Polkinghome (1991) adds that qualitative methods are especially useful in the "generation of 
categories for understanding human phenomena and the investigation of the interpretation and 

meaning that people give to events they experience" (as quoted by Rudestam and Newton, 
1992, p.31). Hence, the qualitative approach seems to be particularly appropriate when 

conducting this study. 

Once both the research purpose and approach have been clarified, it is important to select 

which is the most important research strategy. The fol lowing considerations are based in a 
work by Y i n (1994) - a work that is regarded by many scholars to be a comprehensive 

methodological guide in social sciences research (cf., Easton, 1995a). This author identifies 

f ive major research strategies: experiments, surveys, archival analysis, histories, and case 
studies. The selection of any of these strategies depends on three conditions: (1) the type of 
research question posed; (2) the extent of control an investigator has over actual behavioral 
events; and (3) the degree of focus on contemporary as opposed to historical events. Further, 
the fo l lowing table is proposed as a guide as to which situations best f i t a certain research 
strategy. 
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Table A. 5 Relevant Situations for Different Research Strategies 

Strategy Form of research 
question 

Requires control 
over behavioral 

events? 

Focuses on 
contemporary events? 

Experiment How, why Yes Yes 
Survey Who, what, where, 

how many, how much 
No Yes 

Archival analysis Who, what, where, 

how many, how much 
No Yes / no 

History How, why No No 
Case Study How, why No Yes 
Source: Yin (1994, p.6) 

Following the line of reasoning illustrated in this table, two of the above mentioned strategies 

can directly be eliminated, namely: experiment (as control over behavioral events is required) 
and history (as focus is given to past events). The remaining three are: survey, archival 

analysis, and case study. Case study research entails a number of advantages for the 
implementation of this study in relation to the other strategies. 

Case study research is a strategy that is achieving increased acceptance in academic research 

concerning business administration (cf., Gummesson, 1988, p.13). According to Y i n (1994, 
p. 13) "a case study is an empirical inquiry that: 

• investigates a contemporary phenomenon within its real-life context, especially when 

• the boundaries between phenomenon and context are not clearly evident" 

A n important advantage of case study research is formulated as follows by Valdelin (1974): 

"77ie detailed observations entailed in the case study method enable us to study 

many different aspects, examine them in relation to each other, view the process 

within its total environment and also utilize the researcher's capacity for 

'Verstehen'15. Consequently case study research provides us with a greater 

opportunity than other available methods to obtain an holistic view of a specific 

research project" (as quoted by Gummesson ,1988, p.76) 

Regarding this study, the purpose is to understand the industrial buying behavior of Swedish 

and Polish metal mining companies when purchases of capital equipment take place. Bonoma, 
Bagozzi and Zaltman (1978, p.53) view that "behavior, of whatever kind, cannot be analyzed 

or explained independently of the context in which it occurs". Since the nature of the 
investigation is holistic, the choice of a case study research strategy is found to be the most 
appropriate to tackle the research problem and questions at hand. 

Finally, some considerations concerning the case study design employed are drawn. This 
study's unit of analysis is the industrial buying behavior of metal mining companies. 

Furthermore, three logical sub-units have been identified in the conceptual framework: the 
buying process, the buying center, and the factors that affect the buying process and buying 
center. According to Yin (1994, p.41), "the same case study may involve more than one unit 

of analysis". This is known as an embedded case study design. Moreover the design is 

empathetic understanding 
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characterized as a multiple case, embedded design - as more that one case w i l l be 

investigated. This entails several advantages, evidence gathered is often considered more 

compelling and the overall study becomes stronger (Yin , 1994). 

3.3 Research Methods 

The research methods, i.e., the tools utilized in order to conduct this investigation are now 
specified. Sample selection, the data collection methods employed, and the analytical strategy 

selected are addressed. 

3.3.1 Sample Selection 

The study is exploratory and descriptive in nature and is based in qualitative data obtained in 
four metal mining companies in Sweden and one metal mining company in Poland. The 

sample of this study is judgmental in nature. As referred, the mining industry is a significant 
component of both nations, furthermore, a common significance of metal mining production 
is found. In Sweden, the metal mining industry consists of four metal mining producers 

( A M M E B E R G , TERRA M I N I N G , L K A B , and BOLIDEN) and all these companies were 

enclosed in this study. Generic characteristics of these companies are provided in Table A.6. 

Table A.6 Generic Characteristics of the Swedish Mining Operations 

Chosen Swedish 
Metal Min ing 

Companies 

Generic Characteristics 

of the Swedish Mining Operations 

A M M E B E R G Operates one underground mine with medium-sized mine 

production (milled ore = 0.8 Mtonnes/year). 

TERRA M I N I N G Operates one open-pit mine with medium-sized mine production 

(milled ore = 1 Mtonnes / year). 

L K A B Operates two underground mines with very large mine 
production (milled ore > 16,5 Mtonnes/year and > 8 
Mtonnes/year) 

B O L I D E N Operates 10 mines, ranging f rom an open-pit mine with a very 

large mine production (milled ore > 17 Mtonnes/ year) to 

underground mines with moderate to low mine production (e.g. 

milled ore =0.3 Mtonnes/year). 

In Poland, the selection of the metal mining company was based on the economic criteria that 
the organization was operating at a profit with market-oriented goals. The selected company, 

K G H M , runs four underground mines with a total output of 26 mil l ion tons. Wi th such a large 
mining production it was expected that the company would need a continuous investment in 

capital equipment to achieve such production in the company's mines. 

3.3.2 Selection of Data Collection Methods 

In this study, the aim was to use as many sources of data as possible within the time and 
financial resources available. As Yin (1994, p.9) emphasizes "a major strength of case study 
data collection is the opportunity to use many different sources of evidence", and "the most 
important advantage presented by using multiple sources of evidence is the development of 

50 



converging lines of inquiry, a process of triangulation" (ibid., p.92). Two sources of data were 
utilized: interviews and documentation. 

Focused personal interviews were selected as the core source of data for this study. The 
focused interview may be referred to as a semi-structured type of interview, where an 

informal conversation may be maintained within certain boundaries of pre-determined topics 
(cf., Y i n , 1994). Semi-structured interview guides in English and Swedish were developed, 

and these instruments provided a guide as to the topics to be followed during the interviews. 
Through this type o f interviewing social interaction and probing were made possible. 

It was extremely important to identify the person(s) within each organization who had the 
necessary insight on capital equipment buying. For instance, extensive contacts with the 
Polish organization were required in order to identify the key informants, establish contact, 
and obtain the necessary authorization to conduct the interview. Several months were required 

until the interview could take place. However, members of the company were always very 
cooperative. During the interview and the stay at the Polish mining company, assistance, 

guidance, and translation were provided by the Manager of the Privatization Department. His 
bilingual capacity, English and Polish, was assured by his extensive stay in the United 

Kingdom for education and professional reasons, together with the fact that Polish is his 
mother tongue. In Sweden, the identification of key informants was less time consuming and 

the interview dates could be established rather rapidly. The study's respondents and some 
characteristics are provided in the fo l lowing table. 

Table A. 7 The Study's Respondents 

Company Title / 
Function 

Background Purchasing functions 

AMME-
BERG 

Manager of 
Maintenance 
department 

Mining Engineer employed at 
Ammeberg since 1989. More 
than 10 years professional 
experience within the field. 

Responsible for the warehouse and 
purchasing function. Also, the central 
person in projects aimed at purchasing 
capital equipment for the two "mine" 
departments. 

TERRA 
MINING 

Mine 
Manager 

Mining Engineer, vast 
professional experience within 
the mining industry (more than 
20 years in Sweden and 
abroad). 

Handling all purchases (administrative 
routines included) needed for mine 
operations. 

LKAB Purchasing 
Officer 

Economical background 
(MBA). Professional 
background within production, 
maintenance, and workshops. 

Handling purchases (administrative 
routines included) related to the 
central purchasing department 
(centralized general agreements, 
investments, standardization and 
patents, etc.). 

BOLIDEN Procurement 
Officer 

Technical and Procurement 
background. More than 20-year 
professional experience within 
the mining industry. 

Large investments in capital 
equipment for mine production both 
for mining and concentrator. Capital 
equipment for open-pit mines, trucks 
loaders, etc. 

KGHM Purchasing 
manager 

Technical background. 
Extensive experience, a total of 
40 years in mining 
corporations, of these, 10 years 
within the metallurgical field. 

Management and coordination. Large 
investments in capital equipment for 
mine production both for mining and 
concentrator. 
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Finally, documentation was essentially used as a mean to corroborate and augment evidence 
f rom the interviews. Examples of such data were available mainly in form of company 

information material (such as annual reports, investment budgets, brochures, etc.), specific 
raw material databases, mining directories, etc. This documentation provided an overall view 

of the present situation of the metal mining companies in the two selected countries. 

3.3.3 General Analytical Strategy (Data Analysis) 

According to Y i n (1994, p.102) "every investigation should start with a general analytical 

strategy - yielding priorities for what to analyze and why". Basically, two general analytical 

strategies are available: relying on theoretical propositions and developing a case description. 

In this study, a frame of reference has emerged based on the study's research problem and a 
comprehensive literature review (cf., Baptista and Forsberg, 1997). Hence, the first of these 
strategies is selected, i.e., "one follows the theoretical propositions that led to the case study" 

(Yin , 1994, p. 103). The analysis was conducted in the fo l lowing manner: 

1) Within-case analysis 

• analysis was conducted within each case, at each unit of analysis level (buying process, 
buying center, and factors that affect the buying process and buying center) against the 

emerged frame of reference of this study. The identified similarities and dissimilarities 

with the frame of reference provided the findings for each case. 

2) Cross-case analysis 

• a comparison among the findings f rom the cases was conducted. The comparative analysis 
was implemented at each unit of analysis level. 

3) Comparative analysis 

• findings f rom the Swedish cases were conjointly compared to the findings f rom the Polish 
case. 

3.4 Validity and Reliability 

According to Shipman (1982) when reading a research report the reader should be able to f ind 
answers to the fol lowing question: 

"If the investigation has been carried out by someone other than the author, 

using his methods, would the same results have been obtained?" 

(as quoted by Gummesson, 1988, p.146) 

In other words does the research f u l f i l l the criteria of reliability! 

Y i n (1994) asserts the criteria of reliability as "demonstrating that the operations of a study -
such as the data collection procedures can be repeated, with the same results" (Yin , 1994, 
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p.33). In this study bias was reduced by documenting each case in an extensive and thorough 

manner, registering the different steps implemented during the data collection stage in a way 

that can be audited. Concerning personal interviewing it is d i f f icul t to ascertain to what 

degree bias could be eliminated. During the interviews, leading questions were avoided, and 
bias was reduced through e.g., sending information material concerning the study in advance, 

and double checking some of the data collected during the interview afterwards. 

Another question raised by Shipman (1982) is: 

"Does the evidence really reflect the reality under examination?" 

(as quoted by Gummesson, 1988, p.146) 

In other words does the research f u l f i l l the criteria of validity! 

Hägg (1982) views "... validity as a continuous process that is integrated with theory and that 
requires the researcher to continuously assess his assumptions, revise his results, retest his 

theories and models and reappraise the given limitations that have been set for the study" (as 
quoted by Gummesson, 1988, p.81). Y i n (1994) defines the criteria of construct validity as 

"establishing the correct operational measures for the concepts being studied" (Yin , 1994, 

p.33). This author also suggests a number of tactics that increase construct validity, namely: 

• to use the principle of triangulation (use of multiple sources of evidence); 

• to fo l low a chain of evidence; and 

• to review the case draft study reports by key informants. 

In this study, the principle of "triangulation" is followed, as different sources of data are used 

(documentation and interviews). Concerning the establishment of a chain of evidence, the 
study builds on well-grounded theory. In addition, the research is conducted in a way that a 

logical stream is maintained, f r om problem definition to the presentation of evidence and 
subsequent analytical considerations. Regarding the third mentioned tactic, a continuous 
review of the study's written material has been conducted through the implementation of 

seminars with colleagues. 
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Chapter 4 - Synopsis of the Analysis and Results 

As referred during the first chapter of this study, only a synopsis of the analysis and main 

results is provided. Thorough case descriptions and within-case analyses are given in the 
Licentiate Thesis (Baptista and Forsberg, 1997). In this summary, focus is given to the results 

attained by the cross-case and comparative analyses. The three embedded units of analysis are 

addressed individually. 

4.1 Analysis and Results Concerning the Buying Processes (BPs) 

The buying processes of capital equipment used for mining production were identified and 

described via focused personal interviews. A l l buying processes studied are summarized in 
Table A.8 (see next two pages). This table provides a brief description of the major buying 
activities and the parties involved during each stage of the buying process at the respective 

metal mining organization. 

Regarding the buying processes of capital equipment at the metal mining companies, it can be 

observed that each of them basically follow the eight buyphases of the Buygrid framework. 

A n identified common discrepancy among all cases concerns the existence of an 
individualized negotiation buyphase. A l l the metal mining companies regard negotiations as 

an extremely important buying activity which serves as an input for the final decision 
concerning supplier selection (represented by the loop arrows in Table A. 8). In Robinson et 

al.'s (1967) buying process description this buying activity is not particularly emphasized. In 
fact, negotiation is scarcely mentioned and included during buyphase six (evaluation of 

proposals and selection of supplier). Furthermore, all metal mining companies are essentially 
involved in discovering ways to increase the benefits available in the buyer-seller 

relationships and adopt problem solving as a negotiation strategy. 
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Table A.8 The Buying Processes of Capital Equipment 

Company 
Stage in buying 
process 

AMMEBERG 
(Sweden) 

TERRA MINING 
(Sweden) 

LKAB 
(Sweden) 

BOLIDEN MINERAL 
(Sweden) 

KGHM 
(Poland) 

Problem 
recognition 

Production develops preliminary 
technical specifications in terms 
of operational functions. An 
investment proposal is prepared 
by production and forwarded to 
the management group for 
approval. 

Production recognizes 
need. Aim at decreasing 
operational costs. 

Production recognizes the 
need due to a company's 
expansion need or aiming 
at a decrease of existing 
operational costs. 

Production recognizes the 
need due to an expansion or 
reinvestment need. 

By production. 

Determination of 
characteristics 

A project group is formed with 
representatives from production, 
maintenance, and safety 
departments. 

Mine manager determines 
general operational 
functions. 

Purchasing and production 
develop generic 
characteristics. 

A project group is constituted 
with representatives from 
production, purchasing, and 
engineering. 

Production and technical 
services department 
determine technical 
functions. 

Description of 
characteristics 

Project group prepares the 
technical and functional 
specifications. 

Mine manager develops 
performance specifications 
(capacity; lifetime; 
availability...). 

Technical specifications and 
performance directions. By 
production and purchasing. 

Purchasing prepares the 
formal documentation for the 
inquiry. 

Production and technical 
services department prepare 
the performance 
specifications. 

Search of 
potential 
suppliers 

Project group's responsibility, 
however, only implemented when 
the company is not satisfied with 
former suppliers of similar capital 
equipment. 

By the mine manager. 
Personal contacts within 
the industry, word-of-
mouth. 3-4 suppliers are 
identified. 

Purchasing utilizes the 
company's supplier network. 

Project group uses the 
company supplier's register, 
personal contacts and word-
of-mouth. 

Purchasing and the 
"agreement coordination" 
department. The company's 
register, internal information, 
and word-of-mouth. 

Icontinues in next pagel 
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Company 
Stage in buying 
process 

AMMEBERG 
(Sweden) 

TERRA MINING 
(Sweden) 

LKAB 
(Sweden) 

BOLIDEN MINERAL 
(Sweden) 

KGHM 
(Poland) 

Acquisition and 
analysis of 
proposals 

The project group evaluates 
technically, economically, and 
financially. 

Both a technical and 
economical evaluation 
are carried out by the 
mine manager. External 
consultant advice on 
commercial, legal, and 
contractual aspects. 

Production analyzes the 
technical aspects of the 
proposals, and purchasing the 
economical and contractual 
aspects. 

The economical, commercial, 
contractual and legal content 
are analyzed by purchasing. 
Technical evaluation by 
production. 

Purchasing for the contractual 
and legal contents, assistance 
from "agreement 
coordination" for financial 
aspects. Technical services 
for the technical evaluation. 

Evaluation and 
supplier 
selection 

By the project group. 
Criteria: 
• Previous experience 

• Quality 
• Delivery 

• Price 

By the mine manager. 
Criteria: 
• Quality 

• Delivery capability 
• Financial position 

• Maintenance and 
repair service 

• Past experience with 
supplier 

• Price 

By production. Criteria: 
• Quality 

• Technological capabilities 

• After-sales support, 
technical documentation, 
technical assistance 

• Past experience with 
supplier 

• Price 

By production. Criteria: 

• Quality 

• Previous experience with 
supplier 

• Delivery capability 
• Financial stability 
• Maintenance and repair 

• Price 

By purchasing and technical 
services. Criteria: 
• Quality 

• Delivery capability 
• Technical capability 

• Repair services 
• Price 

• Payment terms and 
warranties (financial 
stability) 

Negotiation 
and order 
routine 

By the mine manager, production 
and maintenance managers. 
"Problem-solving" adopted as a 
negotiation strategy. 

By the mine manager and 
(he managing director. 
"Problem-solving" as a 
negotiation strategy. 

Maintenance and repair 
agreement is determinant 
during negotiations for the 
final order. 

By purchasing and 
production. "Problem 
solving" as a negotiation 
strategy. The scope of the 
maintenance and repair 
agreement is determinant. 
Purchasing prepares the 
formal contractual 
documentation. 

By purchasing and 
production. "Problem 
solving" as a negotiation 
strategy. Contractual 
obligations regarding 
repair and maintenance are 
paramount. 

By purchasing and technical 
services. "Problem-solving" 
as a negotiation strategy. 
Commercial issues are 
paramount during negotiation 
(payment terms, delivery 
expediting). Repair and 
maintenance agreement 
paramount. Approval from 
top management. 

Performance 
feedback 

Project group follows-up the 
equipment's performance. 

Purchasing and production. By technical services. 

Source: Adapted from Baptista and Salehi-Sangari (1998) 
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With regard to vendor selection, results concerning the relative importance attributed to 

different supplier selection criteria are summarized in Table A.9. Respondents were not 

provided with any list of vendor selection criteria. They were asked to provide their own 

criteria and discuss them in terms of their relative importance for the metal mining company 

when selecting capital equipment supplier(s). 

Table A. 9 Vendor Selection Criteria for Capital Equipment Purchases 

Company AMMEBERG TERRA LKAB BOLIDEN KGHM 
Vendor Selection (Sweden) MIXING MINERAL 
Criteria 
Quality 1 1 1 1 
Delivery capability 3 2 - 3 2 
Previous experience 5 4 2 -
Technical capability - 2 - 3 
Financial position - 3 - 4 6 
Maintenance and - 4 j 5 4 
repair service 
Price 4 6 5 6 5 
Remark: Ratings 1 to 6 in descending order of importance for the metal mining company 
Source: Adapted from Baptista and Salehi-Sangari (1998) 

Quality and delivery capability can be clearly identified as the criteria that most require 

compliance in supplier selection by all the mining companies. Previous experience is also 

attributed high importance by A M M E B E R G and BOLIDEN M I N E R A L . Further, when 

satisfied with the previous supplier, A M M E B E R G evolved into repeat purchase behavior (cf., 

Jarvis and Wilcox, 1977) rather then searching for new potential sources of supply. 

A significant contradiction is observed, namely the importance given to the maintenance and 
repair agreement during the negotiations - by four of the studied companies, the exception 

being A M M E B E R G in which all maintenance was carried out "in-house" due to policy 
reasons - is not reflected in the rating attributed to the maintenance and repair service criteria. 

Common among all the companies is the low rating attributed to price. 

4.2 Analysis and Results Concerning the Buying Centers (BCs) 

Information was collected concerning three aspects: the composition, the roles, and the 
influence in the buying center. Wi th regard to the composition of the buying centers, Table 

A. 10 summarizes data that was obtained concerning the dimensions vertical involvement, 

functional/departmental involvement, and extensivity. 

The vertical involvement dimension of the buying centers is found to vary between one level 
(for L K A B and BOLEDEN when the investment value is inferior to SEK one mill ion) to three 
or even four, when the monetary value of the investment justifies it for certain companies 
( A M M E B E R G and BOLEDEN). Concerning this dimension, a discrepancy with results f r o m 

previous studies is found at TERRA M I N I N G and K G H M , namely the invariability of this 

dimension with the increase in monetary value of the purchase. 
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Table A. 10 Composition of the Buying Centers of Capital Equipment 

Buying 
Center 
Composition 

Measure 
/Operationalization 

AMMEBERG 
(Sweden) 

TERRA MINING 
(Sweden) 

LKAB 
(Sweden) 

BOLIDEN MINERAL 
(Sweden) 

KGHM 
(Poland) 

Vertical 
Involvement 

number of levels of 
the organization's 
authority hierarchy 
exerting influence 
and communication 

Three levels (protect Two levels: 
1. upper level operating 

management 
2. top management 

One level: 
1. upper level 

operating 
management 

Two for I>3MSEK of 
budgeted value(*): 
2. top management 

One level :I<1MSEK(*): 
1. upper level operating 

management 

Two lcvcIs:5<I<lMSEK 
2. top management 

Four levels :I>5MSEK(*) 
3. holding's board 
4. user (operator) 

Three levels : Vertical 
Involvement 

number of levels of 
the organization's 
authority hierarchy 
exerting influence 
and communication 

group): 
1. upper level operating 

management 
2. top management 
3. user (operator) level. 

Four for I>1.S MSEK (*) 
4. board of directors 

Two levels: 
1. upper level operating 

management 
2. top management 

One level: 
1. upper level 

operating 
management 

Two for I>3MSEK of 
budgeted value(*): 
2. top management 

One level :I<1MSEK(*): 
1. upper level operating 

management 

Two lcvcIs:5<I<lMSEK 
2. top management 

Four levels :I>5MSEK(*) 
3. holding's board 
4. user (operator) 

1. upper level 
operating 
management 

2. top management 
3. upper-level 

strategical 
management 

Functional/ 
departmental 
Involvement 

number of different 
functions/depart
ments involved in 
the buying center 

Four: 
1. production 
2. maintenance 
3. safety 
4. top management 

Three: 
1. production 
2. top management 
3. external consultant 

Two : 
1. production 
2. purchasing 

Three for I>3MSEK of 
budgeted value(*): 
3. managing director 

Three, I<1 MSEK(*): 
1. production 
2. Purchasing 
3. Engineering 

Four ,1<I<5MSEK (*): 
4. Top management 

Seven, I>5 MSEK(*): 
5. board (holding); 
6. maintenance; 
7. union 

Five: 
1. production 
2. purchasing 
3. technical 

services 
4. agreement 

coordination 
5. top management 

Extensivity 
(size) 

total number of 
individuals involved 
in the buying 
process 

Three to five, in accordance 
with the monetary value of 
the purchase. 

Three Two to five , in 
accordance with the 
monetary value of the 
purchase. 

Three to eleven, in 
accordance with the 
monetary value of the 
purchase. 

At least five. 
Increase with the 
higher degree of 
technology 
complexity. 

Legend: (*) I stands for investment. 
Source: Adapted from Salehi-Sangari and Baptista (2000) 
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The dimension of function/departmental involvement is found to vary considerably among the 

cases, between two departments/three functions (at TERRA M I N I N G ) to seven departments 

(in the more costly capital equipment investments at BOLEDEN M I N E R A L ) . A department, 

which is always present in capital equipment purchases, is the production department. 

Extensivity (i.e., size) among the companies is not found to vary considerably, and the 

minimum number o f persons involved in a capital equipment purchase is two (at TERRA 

M I N I N G ) . A commonly-indicated size for the buying center was between three and five (in 

the other four mining companies). 

The two other dimensions of the composition of the buying center studied were 

connectedness and centrality. Connectedness, - i.e., the degree to which the members of the 

buying center are linked to each other in terms of communication - is found to vary 

considerably during the different buyphases and among the buying companies. One company, 

BOLEDEN M I N E R A L , perceives connectedness as high during all phases of the buying 

process. Regarding the other companies, variations occur: A M M E B E R G perceives 

connectedness as high during the initial phases of the buying process. On the other hand, 

TERRA M I N I N G , L K A B , and also K G H M perceive i t as low. Regarding centrality, different 

functions retain this dimension in the mining companies depending on the size of the 

company. In TERRA M I N I N G and A M M E B E R G , the comparatively smaller mining 

companies, the purchasing functions are exercised by other than the purchasing department. 

In L K A B ' s , the "assigned project manager " holds centrality. 

The second aspect focused concerns the roles in the buying centers. Table A. 11 (given in the 

next page) summarizes data obtained concerning this issue. 

Regarding the identification of the buying center roles at A M M E R B E R G , the production 

department assumes the roles of initiator, influencer and user. The roles of gatekeeper and 

buyer are played by the maintenance manager. This is something of a discrepancy because 

previous studies have identified representatives f rom purchasing as exercising the gatekeeper 

and buyer roles. Finally, the mine's managing director is the purchase decider. This basically 

agrees with other results which identify senior (top) managers as purchase deciders. In 

TERRA M I N I N G ' S case, the mine manager assumes all roles in the buying center, however, 

the managing director partially assumes the role of decider. At L K A B , production assumes all 

three roles of initiator, influencer, and user. The gatekeeper and buyer roles are assumed by 

purchasing, and top management is the actual decider. Concerning BOLEDEN M I N E R A L , 

production is the initiator, the sole decider for capital equipment purchases when the 

investment value is inferior to SEK one mil l ion, as well as the influencer and the user. 

Purchasing acts as the gatekeeper and actual buyer, and engineering participates as an 

influencer. It should be remarked the non-involvement of top management for capital 

equipment purchases where the monetary value is inferior to SEK one mil l ion. 

Finally, concerning the roles in the buying center for the Polish metal mining company 

( K G H M ) , production is the initiator and user; purchasing carries out the gatekeeping and 

buyer roles; top management is the decider; and the technical services department assumes 

the influencer role. Hence, results obtained are very similar to results of previous studies 

except for the existence of the influencer role of the technical services department, which is 

differentiated f rom actual production. 
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Table A. 11 Roles in the Buying Centers of Capital Equipment 

Roles in the 
Buying Center 

Measure/ 
Operationalization 

AMMEBERG 
(Sweden) 

TERRA MINING 
(Sweden) 

LKAB 
(Sweden) 

BOLIDEN MINERAL 
(Sweden) 

KGHM 
(Poland) 

• Initiator person or function 
who initiates the 
process 

Production 
department 

Mine manager Production 
department 

Production manager at the 
operating mine 

Production 
department 

• Gatekeeper person or function 
who controls 
information to 
decision makers 

Maintenance 
manager 

Mine manager Purchasing 
department 

Purchasing department Purchasing 
department, 
technical services 

• Decider person or function 
that makes the 
formal decision (yes 
or no) concerning 
vendor and product 

Managing director Mine manager 
/managing director 

Top management Production manager for 
investments inferior to 
1MSEK 
+ top management for 
investments between 1 and 5 
MSEK 
+ board of directors for 
investments superior to 
5MSEK 

Top management; 
mine director / 
finance vice-
director 

• Influencer person or function 
who "have a say" 
concerning the 
purchase 

Production 
department; 
Maintenance 
manager 

Mine manager Production 
manager 

Engineering, Production and 
Purchasing for investments 
inferior to 5 MSEK 
+Union representative for 
investments superior to 5 
MSEK 

Technical services 
department 

• Buyer / 
Purchaser 

person or function 
who obtains the 
product 

Maintenance 
manager 

Mine manager, external 
consultant, managing 
director 

Purchasing 
department 

Purchasing department Purchasing 
department 

• User person or function 
who is the actual 
user (consumer) of 
the product 

Production manager Mine production team Production team Production team Production team 
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Hence, when implementing a cross-case analysis regarding which functional department 

carries out different roles in the buying centers, the dominance of the production department 

is clear among all the Swedish mining companies. The involvement of top management as the 

decider is also common in all the companies. Moreover, with the exception for the smaller 

companies ( A M M E B E R G and TERRA M I N I N G ) purchasing performs the roles of 
gatekeeper and buyer. 

Finally, wi th regard to the influence in the buying center results are summarized in Table 

A. 12. A cross-case analysis concerning influence in the buying centers shows a clear 

dominance of the production department in all the Swedish companies, in contrast to the 
Polish case where the Technical Services department exerts the major influence. Comparisons 

between the smaller mining companies ( A M M E B E R G and TERRA M I N I N G ) and the larger 
Swedish mining companies ( L K A B and Boliden) show that purchasing exerts a relatively 

high influence in the latter companies while in the former, technical departments (production 
and maintenance, in A M M E B E R G ' s case) exert the major influence. 

Table A. 12 Influences in the Buying Centers of Capital Equipment 

Influence/ AMMEBERG T E R R A MINING L K A B B O L I D E N K G H M 
Measure/ (Sweden) (Sweden) (Sweden) M I N E R A L (Poland) 
Operationa (Sweden) 
lization 

L L L L L 
The degree Production is Production is Production is Production is Technical 
of involved in six of involved in nine of involved in involved in seven services is 
involvement the nine the nine buyphases five of the of the eight stages involved in five 
in the buyphases of the of the buying seven of the buying of the eight 
different buying process. process. The buyphases of process. Its stages of the 
stages of the Its influence is influence exerted the buying influence is buying process. 
buying perceived as high by the mine process. perceived as high Influence is 
process, due to the fact it manager is Influence is due to the perceived as high 
based on the exerts both the perceived as high perceived as technical expertise due to technical 
interviewees expert and user due to its expertise high. and know-how. expertise and 
perceptions roles. and know-how. Z 2. know-how. 

Far out the most Purchasing is Purchasing is 2. 
Maintenance influential involved in involved in seven Purchasing is 
manager also participant in the five of the of the eight stages involved in five 

perceived as buying center. seven of the buying of the eight 

influential due to buyphases. process. stages of the 
it's centrality Managing director h. buying process. 

(gatekeeping), and external Engineering is 3. 
and boundary role consultant are involved in two of Production, is 

as deputy perceived to exert the eight buying involved in two 

manager of the a relative stages. of the eight 

mine. influence. stages of the 
buying process. 
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4.3 Analysis and Results of the Factors Affecting the BPs and the B C s 

Regarding the buying situation, three of the mining companies ( A M M E B E R G , L K A B , and 

BOLIDEN) classify some of their capital equipment purchases as straight-rebuy s. TERRA 

M I N I N G is the only company, which does not classify any of the purchases as straight-

rebuys. In this case all capital equipment purchases are classified as new-task and this is due 

to the fact that it is the first time that the company conducts these type of purchases. The rest 

of the studied metal mining companies classify between 10 and 20 percent of their capital 

equipment purchases (for use in mining production) as new-task. Hence, all companies 

classify the greatest majority of the capital equipment purchases as modified-rebuy purchases. 

Regarding the distinguishing characteristic of information requirements, a consensus among 

the Swedish metal mining companies is attained, as they all consider that moderate to 

maximum information requirements are needed when conducting capital equipment 

purchases. As to newness of the problem and consideration of new alternatives, data obtained 

at TERRA M I N I N G and L K A B contrast wi th the data obtained at A M M E B E R G and 

B O L I D E N . In TERRA M I N I N G and L K A B , the newness of the problem is regarded as 

medium to high (to the greatest extent). In the last named two mining companies, the newness 

of the problem is essentially considered as low and new alternatives are seldom taken into 

account when purchasing capital equipment. 

Concerning the other task specific factors, i t was found that all metal mining companies agree 

on perceiving time pressure as a non-influencing factor and the importance of capital 

equipment purchases as high. Regarding the monetary value, TERRA M I N I N G and K G H M 

differ f rom the other mining companies as the value of the investment w i l l basically not 

influence the composition of the buying center. 

Regarding the organizational factors, it can be asserted that all mining companies are mainly 

production oriented, which is found to influence considerably the buying processes and 

buying centers of the metal mining companies (when purchasing capital equipment). 

Regarding size, it can be observed that all of the medium-sized ( A M M E B E R G , 320 

employees) and large companies ( L K A B , 3,241 employees; BOLEDEN, 5,404 employees; 

and K G H M , 28,883 employees) exert joint-decision making. In mm, in the TERRA 

MINING'S case (the only small-sized organization included in this study with 58 employees), 

decision-making was essentially autonomous and relied on the mine manager. Concerning the 

number of plants and separate operating locations - which indirectly serve as an indicator of 

organizational differentiation - it can be remarked that two of the cases concern differentiated 

organizations, with many different operating units (BOLEDEN and K G H M ) while the other 

three are not differentiated. 

In respect to the inter-organizational factors, all companies clearly classify the capital 

equipment market (for use in mining production) as a domesticated market, where a high 

degree of interdependency between buyers and sellers is present. Consensus is also found in 

what concerns the high perceived importance of this equipment. Also common among all the 

companies is the fact that all of them perceive high product importance as one of the factors 

which leads to the establishment of long-term relationships with the suppliers of capital 

equipment. Indeed, all companies tend to establish long-term relationships with their capital 

equipment suppliers - some have even lasted more than 20 years. Additionally, although 

different aspects are mentioned by the interviewees, inter-firm cooperation, delivery 
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reliability, and ability to solve conflicts satisfactory are considered to be common advantages 
with long-term relationships. Finally, all the mining companies selected the same type of 

negotiation strategy, i.e., the problem solving type. A particular aspect regarding the Polish 
mining company is the fact that this buying organization had the prerequisite that capital 

equipment manufacturers needed to be established in Europe (through subsidiaries, agents 

and/or distributors) in order to be considered as potential suppliers of capital equipment. 

Political factors are referred by three of the mining companies ( A M M E B E R G , TERRA 

M I N I N G , and K G H M ) as having considerable influence on the buying behavior. 
A M M E B E R G and L K A B both mentioned the political decision of nuclear power shutdown, 

which w i l l indirectly lead to higher energy costs in Sweden. A M M E B E R G ' s sensitivity in 
terms of its financial situation, which induces a personnel reduction policy, l i f ts the social 
factors of affinity as more or less the sole main employer of the area. In the Polish case, 

political, legal, and economic aspects are extremely important and highly interconnected. 

Chapter 5 - Main Conclusions and Recommendations 

5.1 Introduction 

The research problem of this study has been defined as: 

"How can the industrial buying behavior of Swedish and Polish metal mining companies be 
characterized concerning the buying of capital equipment?" 

Thereafter, and based on a comprehensive literature survey (cf., Baptista and Forsberg, 1997) 

- f r om which a synopsis is included in this study - three major components of EBB were 

identified and subsequently served as a basis for the development of this study's research 

questions: 

RQ1: How can the buying process of capital equipment in Swedish and Polish metal 

mining companies be characterized? 

RQ2: How can the buying center of Swedish and Polish metal mining companies be 

characterized when purchasing capital equipment? 

RQ3: Which are the most significant factors that affect the buying process and buying 

center in Swedish and Polish metal mining companies concerning the purchase 

of capital equipment? 

These questions are now formally answered and finally a set of recommendations is put 

forward. 

5.2 Findings Relevant to the Buying Process 

In respect to the first research question of this study, the empirical data obtained at the 
investigated metal mining companies has shown that the described buying processes of 

capital equipment basically fol low the eight buyphases proposed in the Buygrid conceptual 
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framework (Robinson et al, 1967). Hence, the Buygrid conceptual framework has proven to 

be an applicable analytical tool, wi th the exception of the comparatively little emphasis given 
to negotiation as a buying activity. Between the countries, more similarities than 

dissimilarities occur, and the buying processes are viewed in a similar fashion as a series of 
phases that are handled subsequently. 

A number of reasons underlie the relevance of negotiation in capital equipment purchases. 
First of all , the nature of the product under consideration, capital equipment for use in mining 

operations, which due to its relatively high monetary value and technological complexity, 

motivates the emphasis in establishing the most favorable decisions for the buying company. 
Another factor emphasized by all the companies, with exception to the A M M E B E R G case 

(that conducted maintenance and repair "in-house"), concerns the importance of the 
supporting services connected with the capital equipment items (specified in the maintenance 

and repair agreement), which is always thoroughly contemplated and included in the final 
contract. 

Supplier selection criteria (as perceived by those participating in the buying process) are of 
crucial importance to industrial buyers as well as industrial sellers. Results f rom this study 
emphasize the need for industrial sellers of capital equipment within the mining industry to 

focus their efforts on quality and delivery capability. Moreover, special attention should be 

given to the maintenance and repair services agreement achieved through negotiations. 
Although not rated highly as a criterion, its importance was emphasized by four of the metal 

mining companies studied. None of the companies considered price to be a decisive criterion, 
rather the purchasing price was regarded as unimportant. It is the actual " l i fe cycle cost" - i.e., 

all costs associated to the operational life-time of the capital equipment, e.g., spare parts, 

associated maintenance costs, repair services, etc. - which was found relevant as a basis for 
comparison between the offers given by different potential suppliers. Also, previous 
experience was rated highly by two of the Swedish metal mining companies ( A M M E B E R G 
and BOLIDEN) . 

5.3 Findings Relevant to the Buying Center 

Regarding the buying center, the empirical data obtained has led to the identification of a 
number of similarities and dissimilarities with the theoretical frame of reference. 

The first aspect focused on was the composition of the buying center. The four dimensions of 

the buying center as proposed by Johnston and Bonoma (1981) together with the 
function/departmental involvement were investigated. Concerning vertical involvement, 

results have shown that monetary value is the major determinant when i t comes to the 

involvement of higher hierarchical levels. In general, this is an effect emerging f rom 
formalized rules within the buying companies. Regarding the Polish case, a specific level is 
added, the upper-level strategic management, which is involved in two of the phases of the 

buying process (search for suppliers and receiving bids and preliminary evaluation). Existence 
of this additional level is probably due to the organizational characteristics of the K G H M ' s 
combine, more centralized and planning-oriented, which induces the existence of a central 
strategic management functional area (the agreement coordination department), whose 
responsibilities include supporting the different production units with capital equipment 
purchases. A similar function is not found in the Swedish metal mining companies. 

64 



Function/Departmental involvement varies between three and seven, depending on the 

companies' organizational size (total number of departments). Therefore, the relative 

function/departmental involvement (ratio between involved and total possible number of 

departments in the organizations) is found to be rather constant. Most literature states that the 
function/departmental involvement tends to increase with the complexity of the product. In 

this particular study, the product category (capital equipment) is highly complex, hence, 

variations which could be found when studying different products with different degrees of 

complexity w i l l not be that evident. 

Extensivity (i.e., size) is found to be highly constant regarding the majority of capital 

equipment purchases. Only in those cases where the monetary value implicates the 
involvement of higher hierarchical levels does the size increase. A divergence f rom the 
theoretical framework is thus identified as the absence of influence regarding the 

organizational size and the extensivity of the buying center. 

Connectedness has been measured in a subjective manner, however, it can be remarked that in 
those cases where formal and informal project groups are established, connectedness is 

basically high throughout all of the phases of the buying process. This can be easily predicted, 

as the reason that underlies the formation of project groups is usually the intent to establish 

closer communication links. 

Regarding centrality, organizational size is apparently affecting this dimension. In the small-

and medium-sized mining companies (TERRA M I N I N G and A M M E B E R G ) , the purchasing 
function is exercised by other than the purchasing department. In both cases, operational 

managers were responsible for the mines' capital equipment purchases and retained centrality. 

The second aspect covered regards the roles of the buying center. Clear dominance of 

production is apparently not valid for Poland in contrast with the results attained at all of the 

Swedish mining companies. In the Swedish cases, production was found to exert the roles of 

initiator, influencer, and user. In the Polish case, the results are in accordance to the results 
obtained by Banting, Beracs and Gross (1991) in a comparative study between Hungary and 

Canada concerning the industrial buying process. The identified technical services department 
in this study corresponds to "Design and Development Engineering" in Banting et al.'s study, 

and both exert the role of influencer, which is typically conducted by the production 
department in the Swedish cases. This is due to differences in functional responsibilities 
exerted by the production departments in Sweden and in Poland. Apparently in Poland, the 
production department is responsible for the operational functions while technical services is 

responsible for capital equipment's technical specifications as well as the planning and 

support activities related to mining production. In the Swedish cases, the production 
department is responsible for carrying out both these functional responsibilities. 

The third aspect concerns the influence in the buying center. Again, and in contrast to the 
Swedish cases, results showed that the functional department exerting the major influence in 

Poland (due to its in-house departmental expertise and know-how) was technical services. In 
the Swedish cases, a clear dominance of the production department is observed. In the Polish 
case i t is also found that purchasing exerts a relatively higher influence than the purchasing 
department's in the Swedish cases (when this particular function exists in the companies). 

This is due to the fact that, in the Polish case, purchasing retains both informational and 

departmental power. 
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Although influence has been measured in a relative way, it is apparent that different 

functions/departments in the buying organizations retain more influence than others during 
different phases of the buying process (cf., Banting, Ford, Gross and Holmes, 1985, p.143-

144). However, results are not always consistent and differ between the studied buying 
organizations. 

Consensus is attained regarding the major influence of production for the initiation o f tne 

buying process. Thereafter, the development of the technical specifications and 
characterization of the needed capital equipment is the production department's responsibility 

in the Swedish cases (with eventual aid f rom the engineering department). However, i n the 

Polish case the technical services department carries out this buying activity. In Sweden, top 
management is involved relatively soon (when the purchases' monetary value is considered as 

high) in two of the cases studied ( A M M E R B E R G and BOLIDEN) . However, influence is 
perceived as relatively low (i.e., more as a sign-off of the purchase). 

During inquiry preparation and the search for potential vendors, purchase becomes involved 

and somehow assumes the responsibility for carrying out this buyphase (except for 
A M M E B E R G and TERRA M I N I N G where no such individualized function exists). In the 

smaller mining companies, operational managers (the maintenance manager at A M M E B E R G , 

and the mine manager at TERRA M I N I N G ) exert this function. During supplier selection 

and negotiations, both purchasing and production are present and exert considerable influence 

in the Swedish cases. In the Polish case, technical services influences instead of production, 
although the purchasing department also exerts considerable influence and retains both 
information and departmental power. 

5.4 Findings Relevant to the Factors Affecting the Buying Process and the Buying 
Center 

In regard to this study's third research question, results obtained concerning the four sets of 

factors considered have led to the identification of a number of similarities and discrepancies 
with the theoretical frame. 

The first set of factors under consideration was the buying situation and other task-related 
factors. Wi th in the theoretical frame of reference, three distinguishing characteristics were 
selected for investigation as providing the means for categorizing the capital equipment 
purchases as new-task, modified-rebuy, or straight-rebuy buying situations. Regarding this 

aspect, this study's results are inconsistent with the theoretical framework. More emphasis 
was placed on buyers perceptions of information requirements and consideration of new 
alternatives, than on the newness of the problem. 

The newness of the problem in capital equipment purchases was considered in most o f the 
cases as medium or low. Thus, most capital equipment purchases are regarded, to a great 
extent, as similar to other purchases that have arose in the past. Wi th this in mind, most o f the 

purchases would f a l l in the modified-rebuy category, which agrees with the study's results. 

Two reasons that underlie the low assessment of the newness of the problem are first, the 
function-oriented approach employed by the companies, and second, the long and relevant 

experience retained by those involved in the decision making. By function oriented approach 
it is meant that mining production is seen as a chain of functions (e.g., dril l ing, loading, 
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blasting, transport, etc.), which requires capital equipment that may have different 

technological and complexity aspects but which is basically intended to f u l f i l l the same 

functions. As an example, dril l ing can be performed by handheld equipment or with highly 

sophisticated computer-aided multi-boom (multiple drill-heads) machines. However in both 

examples, the function is basically the same, and hence newness of the problem is regarded as 

low. The long-term experience of the decision-makers within this line of industry is also 

contributing to the fact that a great deal of previous experience is accumulated and thus 

newness is considered to be low. 

Regarding the consideration of new alternatives, results obtained at two of the Swedish cases, 

A M M E B E R G and BOLEDEN M I N E R A L , contrast with theory. These companies consider 

few alternatives when purchasing capital equipment, classifying them as either modified-

rebuys or new-tasks. In BOLEDEN's case this fact is most likely due to the organizational 

differentiation. Several different mines (with different adaptation needs) are operated, 

however, centralized purchasing emphasizes cost benefits arising f rom standardization, and 

hence the consideration of new alternatives is reduced. Wi th respect to A M M E B E R G , the 

organization strives for low-cost production, hence in those areas where new alternatives are 

perceived as leading to increased cost effectiveness new, potential capital equipment is 

continuously scrutinized, whereas in other areas the consideration of new alternatives is 

restricted aiming at cost reductions f rom standardization. Concerning the results attained at 

TERRA M I N I N G , the effect of an on-going strategic investment phase leads to the observed 

results showing a high consideration of new alternatives. In L K A B ' s case, the high-

technology orientation of the company is reflected in the high number of alternatives 

commonly contemplated. 

As to information requirements, common results are obtained with the Swedish companies as 

they all perceive the need of information as high regardless of categorizing the buying 

situation as modified-rebuy or new-task. This finding, to a certain degree, contrasts wi th the 

theoretical frame. These results can partially be explained by the already mentioned functional 

orientation of the capital equipment purchases. 

Regarding the other task specific factors, results obtained concerning time pressure and 

importance are common to all of the studied companies. Time pressure is perceived as a non-

influential factor and this is due to the fact that all companies are including their capital 

equipment investments in annual investment budgets. Regarding importance, all companies 

perceived capital equipment purchases as highly important to the companies long-term 

profitability. This is in line with previous considerations drawn in this study concerning the 

set of controllable (selection of mining equipment and technology) and uncontrollable factors 

(geological environment, metal price and currency rates) which are influencing the 

profitability of the mining companies. 

Monetary value is a factor whose influence is perceived differently by the companies. In the 

Polish case and in the smallest Swedish mining company studied (TERRA M I N I N G ) , 

monetary value is not influencing the composition of the buying center, which contrasts with 

results obtained in other empirical studies. This fact is probably due to the more centralized 

and planning-oriented organizational characteristics of the Polish company, which requires 

higher hierarchy involvement in decision making regardless of the investment value of the 

capital equipment. In TERRA MINING'S case, those involved in the decision-making o f 

capital equipment purchases are always representatives f rom the highest hierarchy levels 

(upper level operating management and top management). This is due to the fact that we're 
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dealing with a small-sized mining company. Regarding the other cases, monetary value is 

found to be highly influential implying the higher hierarchy levels involvement. 

The second set of factors studied concern the organizational factors o f orientation, size and 

number of plants and separate operating locations as an indicator of organizational 
differentiation. It has been observed that all companies are production oriented, which greatly 

influences all o f the three aspects covered when studying the buying center, namely 

composition, roles, and influence. As mentioned previously, the dominance of the production 
function is evident, with the exception of the Polish case, where the technical services 

department played a considerable role. In the Swedish cases, departmental power is clearly 

retained by production (i.e., the department which holds the greatest relative importance 
within the organizations). On the other hand, in the Polish case, the similarity with the results 

obtained by Banting, Beracs, and Gross (1991) is evident. In this case, "Design and 
Development Engineering" is equivalent in function to this study's "Technical Services" 

function, which assumes a much stronger influence in the capital equipment decision-making. 
Banting et al.'s explanation of this fact is put forward as f i t t ing in for these results, "by noting 
that the technical staff traditional exerted a major role in the running of socialist enterprises" 

(ibid., p. 109). 

Regarding organizational size, in small organizations (AMMEBERG) decision making was 
found to be autonomous, whereas in the other organizations it was joint . In contrast to results 

attained by other studies, extensivity is not apparently affected by the relative organizational 
size. In the two smaller mining organizations investigated ( A M M E B E R G and TERRA 

M I N I N G ) , there is not an individualized purchasing department. As previously stated, 

technical managers carry out the purchasing function and hold centrality. 

Among the companies which can be considered as differentiated (i.e., wi th a considerable 

number of operating mines and concentrators, BOLIDEN and K G H M ) , a growing trend of 
having a centralized purchasing entity which handles, for example, capital investments, which 

are considered as strategic investments is identified. Additionally, issues such as 
standardization of capital equipment in the different mines affects certain buying activities 

during the buying process (e.g., l imit the search for potential supply sources and/or supplier 

selection). Finally, in terms of the companies' organizational charts, a clear differentiation in 
purchasing areas is present according to specialization areas (e.g. electrical, mechanical as 

individualized purchasing areas handled by its own purchasing specialist which holds a 

technical background). 

Regarding the third set of factors, the inter-organizational factors, similar results were 

obtained at all the studied metal mining companies. The high-perceived product importance 
together wi th an interdependent, domesticated market where few actors are active, forms the 
basis for the characterization of buyer-seller relationships. In fact, all companies strive for 

long-term relationships where the motto of inter-firm technical cooperation and mutual 
development is present. The technical complexity of many of the solutions sought by the 

mining companies indirectly requires an interdependence f rom the buying and selling 
companies in the capital equipment manufacturing market. Perceived advantages with long-
term relationships identified by the companies include, for example, inter-firm technical 

cooperation, risk reduction, reliability of supply, and less conflicts. A l l the mining companies 
commonly adopted the negotiation strategy of problem solving. A common aspect among the 
companies regards the identified trend of moving inventory towards the supplier, made 
explicit in the maintenance and repair agreement. 
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A common ingredient that needs to be included when characterizing buyer-seller relationships 

regards the contrasting wishes of the buyers to establish long-term relationships wi th their 
suppliers of capital equipment while a degree of independence is still desired. For example, 

avoidance of single-sourcing is maintained through practices such as the support of at least 

two alternative sources of supply. Hence, over-dependence is avoided and rivalry between 
potential supply sources is preferred as a way to create benefits for the buying company due 

to the fact that the competitors create pressures on each other to improve and bring forward 
better solutions. 

A particular aspect which needs to be mentioned regarding the Polish mining company is the 

fact that a prerequisite for a capital equipment manufacturing company to be considered as a 
potential supplier was that the company had a representative in Europe. 

The fourth, and final set of factors considered in this study, concerns the environmental 
factors. Results obtained were of a general nature ranging f rom political (governmental) to 
economical and social. These factors were identified as those which basically set the general 

scenario in which the buying behavior of Swedish and Polish mining companies occur. 
Results obtained showed that the Polish f i r m is more heavily influenced by the environmental 

context, which in fact was expected due to the wide range of structural modifications which 

occur at a high pace within the Polish system at all levels (e.g., economical, political, and 
legal). The on-going privatization process of the Polish combine is one of the factors which 
most influences, directly and indirectly, the buying behavior of capital equipment at K G H M . 

A specific aspect, which requires attention in the Polish environment, is connected to the 
existence of foreign trade subsidiaries that become involved when foreign currency is at stake. 

Results obtained at the Swedish firms showed a common concern of two of the mining 

companies on energy-related political decisions such as the nuclear power station shutdown. 

This is perceived as leading to a boost in the energy costs of the metal mining companies wi th 

all the related problems for the companies' profitability. Another aspect focused at 

A M M E B E R G relates to the social concern of the mining company with its situation o f almost 
sole local employer. 

5.5 Main Conclusions and Managerial Recommendations 

A number of conclusions can be drawn f rom this study: 

1. The buygrid conceptual framework has proven to be an applicable analytical tool, wi th the 

exception of the comparatively little emphasis given to negotiation as a buying activity. 

2. It is paramount to investigate and understand all three components of the buying center: 
composition, roles, and influence. Results have shown that: 

• top management becomes involved, in the Swedish cases, when the monetary value of 

the capital equipment is considered as high, however, decision-making power lies in the 
upper-level operating management; 

69 



• the more high-level centralized and planning-oriented organizational characteristics of 
the Polish company leads to the fact that decision-making is taken to comparatively 

higher hierarchy levels (upper level strategic management and top management) than in 
the Swedish cases; 

• the formation of project groups and high connectedness in the buying center go hand-in-
hand; 

• production is the core functional area (in the Swedish cases) which holds departmental, 
informational, and thus decision-making power; 

• operational functional areas have more influence in the Swedish cases whereas in the 
Polish case the technical staff functions show comparable influence. 

3. Regarding the buying situation operationalized with the three buyclass variables (newness 
of the problem, search for information, and consideration of new alternatives), collected 

evidence indicates that there is no clear impact on the buying behavior of the mining 

companies. Other researchers (cf., Anderson, Chu and Weitz, 1987; McQuiston, 1989) 
have identified the same pattern of inconclusive impact on the buying behavior. 

4. The investigated metal mining companies are highly production oriented and they all 
attribute great importance to capital equipment purchases. Hence, the perceived impact of 

these purchases on organizational profitability and productivity is high and is a 
determinant of the composition, roles, and influence of the buying center. 

5. The domesticated nature of the capital equipment market and the high-degree of 
knowledge between the buyers and sellers is determinant for the buying behavior of the 

metal mining organizations. Each specific purchase must be considered in terms of the 

buyer-seller relationship in which it is inserted. History of the relationship is of a 
determinant influence. However, although long-term relationships are common, intended, 
and valued, competition between potential supply sources is instigated. 

6. To study the environmental variables is extremely important as it forms the basis for 
understanding the context in which the buying behavior of the mining companies occur. In 

this smdy i t is shown that certain environmental aspects (e.g., energy-related political 
decisions) may have a major influence in the company's profitability and hence indirectly 
in the companies' buying behavior. 

Finally, the results obtained f rom this study indicate that among the factors studied, some are 

found to affect the buying process and/or buying center while others are regarded as non-
influential. Essentially, more factors were found to affect the buying center than the buying 

process. The factors under investigation were inserted on four levels (the environmental, the 
inter-organizational, the organization, and the product). 

Regarding the environmental factors, it was found that these factors are directly affecting the 
profitability of the metal mining companies (exchange rates, energy policy, etc.) and thus 
indirectly affect the decisions to purchase capital equipment. These factors characterize the 
general scenario in which the metal mining company is placed, but no direct affects on the 
buying process and buying center were found. 
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The inter-organizational factors were found to be major determinants of the metal mining 
companies' buying behavior when purchasing capital equipment. The domesticated nature of 

the capital equipmei; at least the one used for mining production) market leads directly to 
the establishment of long-term relationships and a high degree of interdependency between 

buyers and sellers. Its effect on the buying process regarding the adoption of a problem-
solving negotiation strategy is supported by this study's results. 

A t the organizational level, all the factors studied (orientation, size, and differentiation) were 
found to affect the buying behavior of the buying organizations. Orientation was found to 

affect, to a considerable degree, the influence and roles of the buying center, and production 

was identified as the core functional area within the production-oriented companies 
(exception being the Polish case). Size was found to affect autonomous versus jo int decision
making while its effect on the buying center's extensivity was not asserted. Organizational 

differentiation was found to affect the buying process, for example in phases such as search 
for potential supply sources (limited due to the need to comply with standardization) or 
supplier selection. 

A t the product level, the high importance attributed to the capital equipment purchases clearly 
affects the extensivity and function/departmental involvement in the buying center. The 

technological complexity of the capital equipment purchases is also connected to importance 
and is shown to influence the composition of the buying center. The monetary value was also 
found to affect the vertical involvement and the extensivity of the buying center. Time 

pressure was found not to affect the capital equipment purchases. 

This smdy has solely investigated f ive metal mining organizations at a particular point in 

time, hence the conclusions that can be drawn are naturally tempered by these limitations. 

However, the findings of this study suggest the fol lowing recommendations for 
manufacturers of capital equipment for use in mine production: 

1. Start by establishing contacts and channel information regarding the capital equipment to 

the mine production functional areas in Sweden. In Poland, the first approach should 
concern the technical services department. To create an image of high technological 

improvement and innovation is praised by all the metal mining companies. 

2. Poland offers considerable opportunities for suppliers of capital equipment for mine 
production. However, representatives in Europe may be a prerequisite. The market 

penetration process may not be simple due to the complex nature of the structural changes 

in the Polish environment. Commitment to attain long-term relationships is an essential 
element. 

3. The purchases of capital equipment (for use in mining production) are perceived as 

extremely important investments for all of the mining companies investigated. A n 
essential component of the contractual arrangements is the maintenance and repair 
agreement, therefore, supplying companies should strategically prepare their offers in 
terms of these elements. A n apparent trend identified concerned the moving of the stocks 
towards the supplier, hence, this aspect should also be contemplated as a potential 

advantage in a vendor's offer. Price was shown to be a non-determinant factor when 
selecting suppliers. 
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5.6 Suggestions for Further Research 

Drawing on this study's findings and conclusions, suggestions for further research are put 

forward: 

• to investigate the nature and characterization of long-term relationships developed 

between buyers and sellers of capital equipment in the mining industry; 

• to investigate the nature and characterization of long-term relationships within a context 
where competitiveness between capital equipment potential supplier sources is instigated; 

• to implement longitudinal research to examine the degree to which the manner in which, 

for example, patterns of influence endure or shift over time; 

• to extend the comparative aspect of this study by analyzing other metal mining companies 
in different countries, adding cultural factors into the conceptual frame of reference; 

• to extend the study to other product categories such as materials and components within 

the mining industry; 

• to implement a more thorough study on the different aspects of the buying center, that 

would lead to a deeper insight and knowledge on this component which has shown to be 

determinant of the buying behavior of metal mining companies. 
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PART THREE: STUDY TWO 

"DEVELOPMENT OF LONG-TERM DYADIC RELATIONSHIPS 
IN THE METAL MINING INDUSTRY" 

Case Studies of Capital Equipment Buying in Portugal 
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Chapter 1 - Research Problem and Scope of the Investigation 

As mentioned earlier during the introductory chapter of this thesis, the fo l lowing study, Study-

Two, focuses on investigating the development of the long-term relationships established 

between metal mining companies and their suppliers of capital equipment. The overall 
background of this thesis lies on stmctural changes that occur in the mining industry, and the 

ascertainment that business markets are often characterized by long-term relationships among 

firms. Evidence f rom the previous study, Study One, also corroborates this fact. 

Once the background is briefly discussed, the phenomenon under study and the setting under 

which it is investigated are specified. Thereafter, the research problem and research questions 
are stated. Finally, the stmcture of the study is given. 

1.1 Background 

Business markets are frequently characterized by long-term relationships among firms. Closer 

ties are increasingly established between buyers and suppliers and empirical evidence is 
continuously being gathered that strengthens this fact (cf., Brennan and Tumbul l , 1998). 

Scholars have identified driving forces for this trend (e.g., Möller and Wilson, 1995; Sheth 
and Sharma, 1997; Möller and Halinen, 1999; Johnston, Lewin, and Spekman, 1999). Among 

others, the globalization of competition, technological complexity, electronic interfaces, all 
contribute to an increasing interdependence and connectedness between buyers and suppliers. 

The mining industry, as a business market, is no exception. Major forces inducing stmctural 

changes previously mentioned included for example, globalization, deregulation and 
privatization, technological improvements, and eco-sensitivity. 

In fact, evidence f r o m the previous study (Study One) has shown that buying organizations 
within the Swedish and Polish metal mining industries were commonly involved in long-term 

relationships with their capital equipment suppliers'. Many of those relationships lasted for 

more than 10-15 years and these results were common among all the studied metal mining 
companies both in Sweden and in Poland. Mining organizations were found to strive for long-
term relationships where the motto of inter-firm technical cooperation and mutual 
development was present. The technical complexity of the capital equipment purchased by 

these organizations was found to indirectly require an interdependence between the buying 

and selling companies in the capital equipment manufacturing market. Findings also 
suggested that the high-perceived product importance together with an interdependent, 
domesticated market where few actors are active were determinant to the development of 

these buyer-seller relationships. Perceived advantages with long-term relationships identified 
by the companies included, for instance, inter-firm technical cooperation, risk reduction, 
reliability of supply, and less conflicts. 

The previous study, Study One, aimed to provide a deeper understanding of how metal mining 

companies carry out the buying of capital equipment. Key research issues included the 
identification of the stages of the buying processes, the characterization of the buying centers 

(through its dimensions of composition, roles, and influence), and the identification and 
examination of situational and contextual factors which influence the decision-making 
patterns of the companies when buying capital equipment (Baptista and Forsberg, 1997). The 

study focused solely on the industrial buyers' behavior and thus findings regarding long-term 
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relationships are naturally tempered by not encompassing the study of the exchange 

relationships between the buyer and the seller. 

In this study, Study Two, focus is given to the study of the development of the long-term 

relationships established between metal mining organizations and their suppliers of capital 

equipment. To develop an understanding of the exchange behavior between the mining 
organizations and the suppliers of capital equipment requires a dyadic view of the business 

exchange where both the buyer and seller interact and influence one another. 

1.2 The Development of Long-term Buyer-Seller Relationships - The Phenomenon 

In the introductory chapter of this thesis, the Interaction Approach has been identified as the 

research area that addresses the investigation of the interaction and relationships established 

between companies in industrial markets. Hence, theoretically, this study is posited within this 

realm. Particularly, focus is given to the study of the long-term relationships that are 

developed between metal mining companies and their suppliers of capital equipment. I t is 

therefore pertinent to discuss what is meant by relationships and more importantly long-term 

relationships. 

Relationships have been defined by Holmlund and Tömroos (1997, p.304) as an 
"interdependent process of continuous interaction and exchange between at least two actors". 
Interaction is regarded to be the essence of inter-company relationships. It entails reciprocal 

behavior between at least two actors involved in the relationship. Moreover, exchange of 

some kind is always present, in the form of the transfer of a product, service, communication, 

etc., comprising both tangible and intangible entities (e.g., social, psychological) - (Bagozzi, 

1975). The key difference between the transaction mode and the relationship mode is the fact 

that reciprocal interaction and influence is assumed between those involved in an exchange 

(Möller and Wilson, 1995). 

At this point, it seems appropriate to clarify what is meant conceptually by long-term 

relationships. Webster (1992) argues that every exchange transaction involves some f o r m of 

relationship. This author also proposes a range possible of marketing relationships as 

illustrated in the fo l lowing figure. 

REPEATED 
TRANSACTIONS 

LONG-TERM 
RELATIONSHIPS 

TRANSACTIONS —w REPEATED 
TRANSACTIONS 

—w LONG-TERM 
RELATIONSHIPS 

4 5 6 7 

BUYER-SELLER 
PARTNERSHIPS 
(MUTUAL, TOTAL 
DEPENDENCE) 

— • 
STRATEGIC 
ALLIANCES 
(INC. JOINT 
VENTURES) 

— • 
NETWORK 
ORGANIZATIONS 

VERTICAL 
INTEGRATION 

BUYER-SELLER 
PARTNERSHIPS 
(MUTUAL, TOTAL 
DEPENDENCE) 

STRATEGIC 
ALLIANCES 
(INC. JOINT 
VENTURES) 

Figure 1.1 The Range of Marketing Relationships 
Source: Webster (1992, p.5) - FIGURE 1 
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Relationships can be momentary (transactions), consist of a series of successive transactions 
(repeated transactions), and /or evolve to the extent that mutual dependence is created (long-
term relationships). According to Webster (1992, p.7) " in these longer term buyer-seller 
relationships, prices are an outcome of a negotiation process based on mutual dependence, not 
determined solely by market forces, and quality, delivery, and technical support become more 
important." 

Möller and Wilson (1995) also propose a categorization of exchange relationships as fol lows 
(see Table 1.1): 

Table 1.1 Classification of Exchange Relationships  

Classification of exchange relationships 
Characteristic Market 

transactions 
Short-term dyadic 

relationship 
Long-term relational 

exchange 
Netwoks 

Unit of analysis Seller or buyer Buyer/seller exchange 
relationship 

Buyer/seller relationship Multtfirm relationships 

Time 
perspective 

Short Short Medium to long Short to long 

Explanatory 
focus 

Explain and 
predict a 
particular 
transaction 

Explain and predict 
supplier choice; 
understand choice 
process 

Understand the 
development and 
functioning of 
relationships 

Understand the 
development of network 
positions through multiple 
relationships 

Explanatory 
mechanism 

Stimulus-
response 

Interaction Interaction Interaction 

Marketing 
management 
perspective 

Managing the 
marketing mix 
based on 
segmentation 
and positioning 

Winning the order or 
contract through 
manipulating 
product/supplier 
elements 

Establishment and 
management of 
relationships 

Establishment and 
maintenance of profitable 
network positions through 
management of critical 
resource relationships 

Organizational 
perspective 

Mainly 
functional 

Marketing/ selling 
centers 

Emphasis on 
intertunctiona! 
relationships 

Interfunctional management 

Source: Adapted from Möller and Wilson (1995, p. 7) - Figure 1 - The shadow is not included in 
the original figure. 

These authors also state that in long-term relational exchanges the focus shifts "onto the 
development and forms of more enduring business relationships. The actors are intentionally 
looking into potential ways to develop the relationships" (Möller and Wilson, 1995, p.8). 
Hence, as in Webster's (1992) definition, mutuality and reciprocity are enclosed in this type 
of relationship. Combining these scholars considerations with Holmlund and T ö m r o o s ' s 
(1997) definition of relationship, long-term relationships are defined in this study as: 

"an interdependent process of interaction and exchange occurring between at 
least two parties that entails a medium- to long-term perspective and a mutuality 
of interests" 

I t is extremely important to notice that when considering long-term relationships, time is 
introduced as an important variable and focus is shifted onto the development and forms of 
more enduring relationships (cf., Möller and Wilson, 1995). As relationships evolve over 
time, i t follows that relationships are dynamic in nature. Hence, within the framework of the 
present study time needs to be introduced as a variable and a dynamic perspective adopted. By 
adopting this perspective, focus w i l l be given to the development - i.e., the dynamic sequence 
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of changes over time (Van de Ven, 1992) - of the buyers' and sellers' of capital equipment 
relationships over time, i.e., the phenomenon under investigation. 

During the introductory chapter of this thesis, and according to many scholars in the f ie ld , i t 

was emphasized that the study of the development of long-term relationships were not fu l ly 

understood (e.g., Grönroos, 1995; Möller, 1994; Halinen, 1995; Håkansson and Snehota, 

1995; Backhaus and Buschken, 1998; Johnston, Lewin, and Spekman, 1999). Furthermore, as 

mentioned earlier, findings f rom the previous study highlighted that long-term relationships 
usually occurred between the buying mining organizations and their suppliers of capital 

equipment. These relationships involved several years of interaction (some more than ten to 
15 years) and repeated purchases of capital equipment. These findings are not uncommon. For 

example, Janson, Pedersen and Torvatn (1995) conducted a survey of 426 industrial 
relationships between 44 manufacturing companies f rom Norway and Sweden and found that 
the average duration of industrial relationships is 17 years. 

Hence, these considerations further strengthen the rationale of focusing this study in the 

investigation of the development of long-term relationships in the business setting of the 
metal mining industry - since no previous empirical investigations have been conducted. 

The smdy on development of buyer-seller dyadic relationships can be approached f rom 
different angles. Van de Ven (1992) suggests that development and change is either viewed 
assuming that business relationships develop in certain consecutive stages similar to the 

product l i fe cycle or as an evolutionary development without definite stages. Wi th in this 

realm a number of questions remains open, such as those formulated by Ford (1980, p.339): 

• "What is it that makes a buyer establish and develop relationships with one or a few 

suppliers, as an alternative to 'playing the market'? 

• How do relationships between buying and selling firms change over time? What are the 

factors which aid or hinder the development of close relationships? Which of these are 

within the control of the two companies? 

• What are the implications of close buyer-seller relationships for the two organisations 

involved? What problems can they lead to? How are the day-to-day dealings between the 

companies affected by, and how do they affect, the overall relationship ? " 

Or those illustrated by Backhaus and Buschken (1998, p.32): 

• "How do relationships develop over time? What is the nature of events critical to the 

change of relationships? How many stages exist? When is the right time to terminate a 

business relationship?" 

Finally, I am aware that focus on dyadic relationships might not capture all the complexities 
of f i rms ' in the industrial market in which they operate. Nevertheless, attention to the dyadic 

relationships between firms is still of paramount importance and serves to highlight 
fundamental properties and relationships that exist within business networks (Anderson et al., 

1994). Moreover, in this study network aspects f rom the perspective of the focal relationship 
w i l l be incorporated. Hence, influences of other organizations and business relationships are 

taken into regard with focus on their effects in the development of the focal relationship (cf., 
Anderson et al, 1994). 
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1.3 The Metal Mining Industry - The Setting 

"It is obvious that firms engage in relational exchange in order to obtain 

economic gains. In an abstract sense, the scarcity of a firm's own resources and 

the availability of desired resources through trading with other organizations 

lead to exchange. If resources cannot be acquired from operating markets, or if 

relational exchange is seen as a preferred mode of acquiring these resources, 

enduring relationships tend to result" 

Möller and Wilson (1995, p.36) 

In this study, the metal mining industry is the setting in which the development of dyadic 

business relationships between the buying metal mining organizations and the sellers of 

capital equipment takes place. As such, these relationships are influenced by contextual 

variables pertinent to this setting. 

Environmental variables such as geological environmental, global mechanisms of pricing of 

mineral commodities, technology, and exchange and inflation rates have already been 
identified as major determinants of mining companies' profitability. Hence, their influence on 

the development of dyadic relationships needs to be investigated. These variables are 

encompassed, for example, in the original Interaction Model (Håkansson, 1982) as the 
environmental context , i.e. the factors characterizing the markets and societies in which the 

dyadic business relationships take place. 

Mining is also an industry where few firms (or dominant firms) control a large share of the 
market. In order to characterize the vertical and horizontal market stmcture, the number and 

type of firms operating in an industry are usually emphasized (Möller and Wilson, 1995). 
Hence, it is appropriate to study the effect that organizational variables may have on the 

development of the business relationships established. 

Regarding the seller's market, the capital equipment manufacturers' market has been 

classified as a domesticated market (cf., results presented in Study One of this thesis - Baptista 

and Forsberg, 1997 - based on the typology proposed by Campbell, 1985). This means that 
the number of players in the market is reduced and cooperative modes of interaction are 

adopted (both f rom the buying and selling sides). Long-term relationships are also commonly 

established and these results f r o m the previous study (Study one) are in line with the term 
"domesticated market" as suggested by Arndt (1979). This author uses this term to describe 
how "the competitive, open market is continuously being tamed, regulated, and increasingly 

transactions are occurring in a quasi 'internal market' or domesticated market within the 
framework of long-term relationships" (Arndt, 1979; as quoted by Low, 1996, p.24). Hence, a 
further investigation of the domesticated nature of the capital equipment suppliers' market is 

incorporated in this study. 

Another major f inding concerning the previous study which deserves further investigation 

concerns the consensual results regarding the high product importance and complexity 

attributed to the capital equipment purchases. The emphasis given by the mining companies to 
these task-related factors were determinant for the development of inter-firm cooperation in 
the technological area ( c f , Baptista and Forsberg, 1997). The importance of business 
relationships as a key element in technological development is also highly emphasized in the 

literature (e.g., Håkansson, 1987; Håkansson, 1989; Metealf, Frear and Krishnan, 1992; 
Hallén, Johanson and Seyed-Mohamed, 1993; Metcalf and Frear, 1993; Ford, 1998). 
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To sum up, factors such as the aforementioned - i.e., environmental, organizational, 

interorganizational, task - need to be enclosed in the scope of this investigation in order to 

determine their influence (or non influence) in the development of the dyadic relationships 

established between the companies under investigation. 

1.4 Research Problem and Focus on the Research Questions 

The research interest of this thesis originates f rom stmctural changes occurring in the mining 
industry. Companies operating in this industry have to adapt to this changing environment and 

remain profitable. One way of pursuing this is through reducing their operating costs. Capital 

equipment investments play a determinant role for mining companies profitability in the way 
that they can bring about essential cost reductions for these companies. The overall purpose of 

this thesis is to "study the buying of capital equipment by metal mining companies". In the 
first study, a transactional buyers' perspective was adopted and its findings laid a foundation 

as to the issues which should be further pursued when adopting a relationship perspective. 

In the introductory chapter of this thesis, the Interaction Approach was referred as the f i e ld of 
research whose concern is the investigation of the interaction and relationships established 

between companies in industrial markets. Additionally, several research directions were 
outlined. Based on previous research in the f i e ld and the results f r om Study One of this thesis 

- that asserted that long-term relationships were established between metal mining companies 

and their suppliers of capital equipment - a decision was taken to further investigate the nature 
of these relationships. It was argued for the interest of integrating the dimension of time when 

studying long-term relationships and hence position this study within the realm of a dynamic 

perspective. Further, the phenomenon of interest, i.e., the development of long-term 
relationships between buyers and sellers of capital equipment was introduced. Attending to 

this, the research problem of this study is once again presented as: 

"How can the development of the long-term relationships between buyers and sellers of 
capital equipment in the metal mining industry be described?" 

As referred, relationships involve exchange and interaction between companies. In fact, these 

concepts were shown to be core in the development of relationships. Basically, exchange can 

be understood in this context as the transfer of capital equipment f rom one party to the other. 

Interaction can be composed of many aspects, both tangible and intangible, e.g., social, 

economic, legal, informational, and procedural relations (cf., Möller and Wilson, 1995, p.8). 

Exchanges of capital equipment certainly entail a complex set of interaction processes among 

the mining companies and their suppliers of capital equipment. Thus, a first research question 

emerges: 

• How can the interaction processes that occur between buyers and sellers of capital 
equipment in the metal mining industry be described? 

The development of these relationships occurs in a particular setting, i.e., the metal mining 

industry. In the previous section i t was argued that there are a number of factors which need 
to be enclosed in this investigation. Within this wide array of factors it is of great value to 

determine their relative importance and the way they affect the development of the 

relationships. Hence, a second research question is posed: 
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• What are the factors that most aid or hinder the development of the relationships 
established between the buyers and sellers of capital equipment in the metal mining 
industry? 

1.5 The Study's Limitations and Delimitations 

The phenomenon under study - development of long-term relationships between buyers and 
sellers of capital equipment in the metal mining industry - w i l l be investigated in a particular 
setting, i.e., the Portuguese metal mining industry. There are several reasons that lead to the 
selection of this industry as an appropriate setting. 

First, the industry includes two easily identifiable large and experienced metal mining 

companies that are major global producers of copper and tungsten, respectively. Second, 

relationships between buyers and sellers of capital equipment are prominent and have existed 
for many years. Third, and more importantly, historical data regarding the development of 

long-term relationships is available and organizational access is granted (from both sides of 

the dyad). The reasoning underlying these sampling-related issues w i l l be further developed in 
the methodology chapter of this thesis; however, it was also deemed appropriate to briefly 

mention them as a limitation of this study. 

Theoretical delimitations of the smdy are now briefly outlined. As mentioned during the 

introductory chapter of this thesis, the network perspective is adopted solely f rom a positional 
perspective (cf., Möller, 1994). This means that the influence of other relationships is only 

taken into consideration to the extent that they affect the development of the particular focal 

relationship under investigation. As in Anderson, Håkansson and Johanson (1994, p . l ) the 

focus being "in manager's perceptions and imputed meaning of the connectedness of a focal 
relationship to other relationships, as they act as key informants on its effects on their f i rm 's 

decisions and activities." 

Easton (1997, p.106) affirms that "relationships among firms are the sine qua non of an 
industrial network approach. One approach to industrial networks is to regard them as an 
aggregations of relationships. While modeling the network is the ultimate goal it could be 

argued that one line of attack is to start at the most basic level and build". In this study, I start 
at the basic level of the development of relationships. Further, the affect of other relationships 

on the focal relationship is partially pursued. It seems more appropriate to start in the building 

block of developing an understanding of the development of the long-term relationships in the 
metal mining industry prior to viewing these relationships as aggregated in the network. 

However, the fact that the network is not viewed f rom an aggregate, holistic perspective is a 
theoretical delimitation of the study, albeit an interesting subject for a future study. This 
delimitation is determined solely by financial and time constraints which imply that 
somewhere a line has to be drawn concerning the issues to integrate in such a study. 
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1.6 Structure of the Study 

In this first chapter the background of this study is presented, and the phenomenon under 

investigation is discussed. The research setting and the research problem are specified. 

Further, two research questions emerge. The smdy's limitations and delimitations are also put 
forward. In the second chapter, the theoretical framework is developed ending with a model 

for analysis applicable to the study of the development of dyadic business relationships in the 
metal mining industry. In the third chapter, methodological issues are addressed, including 

among other things the research methods and the selection of cases in which the development 
of business relationships is studied. 

The empirical evidence is presented in chapter four (related to data gathered in the Portuguese 
mining industry - four case studies of the development of long-term dyadic relationships). In 

Chapter five the analysis o f the empirical data is conducted. A within-case analysis and a 
cross-case analysis are conducted (at the embedded units of analysis level). Further, an 

interpretative analysis at the study's unit of analysis level is conducted. Finally, in chapter six 

this study's conclusions and recommendations are presented. 

In the next figure, an overview of the stmcture of the study is presented. 

Chapter 1-
Research Problem and 

Scope of the 
Investigation 

Chapter 2-
Theorerjcal Framework 

Chapter 3-
Research Methodology 

Chapter 4-
The Empirical Evidence 

Chapter 5-
Within and Cross-Case 

Analysis 
Interpretative Analysis 

Chapter 6-
Conclnsions and 

Recommendations 

Figure 1.2 Structure of Study Two 
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Chapter 2 - Theoretical Framework 

2.1 Introduction 

The purpose of this chapter is to provide a conceptual rationale that supports the investigation 

of the development of long-term dyadic business relationships within a formerly specified 

industry, i.e., the metal mining industry. 

The first section w i l l cover a brief review of some models of interaction and business 

relationships proposed in the literature. This review w i l l allow the identification of some of 

the constmcts 6 and variables pertinent to the study of long-term dyadic business relationship. 
Thereafter, in the second section, a number of studies which deal with the conceptual areas in 

which these constmcts are inserted are addressed. Finally, in the third section, a model for 
analysis of long-term dyadic business relationships in the metal mining industry is built. 

2.2 Models of Interaction and Business Relationships 

First, a brief review of some of the models proposed in the literature is provided. The models 

here included are based on the degree of recognition of their importance by scholars in the 
f ie ld - assessed by the number of references given to these works in the overall revised 

literature of this f ield. Second, a summary and brief assessment of these models and their 

relevance for this particular study is done. 

2.2.1 Models and Frameworks of Interaction and Relationships in Industrial Markets 

Evans (1963) is one of the early proponents of the need of studying dyadic interactions when 

conducting business studies. In his smdy he argues for the view of selling as a dyadic 
relationship and hypothesizes that the social, economic, physical, personality, and 

communication characteristics of the parties in the dyad (the salesperson and the prospect) are 

determinant for the interaction and results towards a favorable outcome, i.e., a sale. This view 
of selling as a dyadic interactive process is also held by Wilson (1975) which proposes a 
Dyadic Process Model that focuses on the development of long-term buyer-seller 

relationships as the dyad goes through the stages of the selling process. Underlying the model 
are two basic assumptions: 1) that the buyer attempts to secure a bundle of attributes f r o m the 

seller and, 2) that the buyer-seller relationships develop over a period of time. 

1 6 The use of the term "construct" is somewhat parallel to the common usage of "concept". Anglin (1977) 
defines concept as all of the knowledge possessed by an individual about a category of objects or events. Kelly 
(1955) proposes the term construct and affirms that constructs are basis for making a distinction, they are a 
dichotomous reference axis. Hence, the dichotomous aspect of constructs is the most significant difference 
between Kelly's constructs and current usage of the term "concept". Kelly's (1955, p.59) dichotomy corollary 
states that "A person's construction system is composed of a finite number of dichotomous constructs". In 
simpler terms, a construct is a way of interpreting the world and a guide to behavior (cf., Deaux, Dane, and 
Wrightsman, 1993, p.90). 
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Håkansson and Östberg (1975) view industrial buying as a social exchange situation and 
argue that "the interaction between a buying and a selling f i r m results in a stmcture o f 

commitments between the two parties" (ibid., p . l 15). They propose an interaction model in 

which the power-dependence relationship among the parties develops in accordance to the 
degree of social exchange and the extent of mutual adaptations in the interaction (see Figure 

2.1). These in tum are influenced by the decision-maker's perceived uncertainty and 

perceived economic benefits f r om the cooperation. The last set of variables influencing the 
relationship are those pertinent to the situation, i.e., the exchange (e.g. products degree of 

standardization, quantities exchanged), the parties (e.g. parties' organization stmcture), and 
the environment (e.g. stable, dynamic, homogeneous, heterogeneous). 

Power-dependence relation 
a) Reward power 

b) Coercive power 
c) Expertness power 
d) Legitimacy power 

e) Identification power 

Degree of social 
exchange 

Degree of adaptation 
a) in the economic spheres 

b) in the technological sphere 

Decision makers' actions 

Perceived 
uncertainty 

Perceived economic 
benefits from cooperation 

* 

Decision-makers' perceptions 

Situation variables 
a) The characteristics of the exchange 
b) The characteristics of the parts 
c) The characteristics of the environment 

Figure 2.1 The Interaction Model 
Source: Håkansson and Östberg (1975, p.l 16) 

Building on empirical findings, Guillet de Monthoux (1975) utilizes a "marriage" metaphor in 
order to describe the evolvement of buyers and sellers relations in industrial markets. A 

"model of the mating process of the organizations is formulated and w i l l take the form of four 
different phases" (ibid., p.31). These four phases are: 1) Romance; 2) From Romance to 
Affa i r ; 3) Divorce Risk; and 4) New Romance. The marriage metaphor to characterize 

interfirm relations has later been adopted by other scholars (e.g., Levitt, 1986; Dwyer, Schurr 
and Oh, 1987). 
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A dyadic paradigm with application toward industrial marketing is also proposed by Bonoma, 
Bagozzi, and Zaltman (1978). These authors argue that "(1) behavior, of whatever kind, 
cannot be analyzed or explained independently of the context in which it occurs; (2) to 
"reduce" explanations into constmcts (however simple) which violate the stmcture of the 

interaction under consideration, is to guarantee confusion, and, most importantly, (3) since 

marketing is a social activity, marketers should adopt a social perspective for marketing 

analyses. This perspective assumes that the basic unit of social activity is the dyad. Dyadic 

(two-person, two-organization, buyer-seller) units are the smallest irreducible units of social 

analysis." (ibid. , p.53) 

As it can be noted f rom the aforementioned, one can af f i rm that the interaction approach to 
industrial marketing is not a recent phenomenon, however, its establishment as a conceptual 
domain of research has gained momentum after the introduction of the IMP Group Interaction 

Model (Håkansson, 1982). 

The development of this model has its theoretical underpinnings in two theoretical models 

f rom outside the marketing research literature, the Inter-Organizational Theory (e.g., 
Thompson, 1967) and the New Institutional Economic Theory (e.g., Williamson, 1975). By 

adopting an inductive approach, research is conducted in f ive European countries (France, 
Germany, Italy, Sweden, and the United Kingdom) and "a descriptive and explanatory 

framework of industrial market dynamics" is proposed (cf., Tumbull and Valla, 1986; Möller 

and Wilson, 1988). The main elements of the interaction model are: 

1- The interaction process. 
2- The buyers and sellers in the interaction process. 
3- The environment within which interaction takes place. 

4- The atmosphere affecting and affected by the interaction. 

These basic elements are further sub-divided as illustrated in Figure 2.2. It is established that 
the individual episodes in a relationship (e.g., the placing of a specific order) need to be 

distinguished f rom the longer-term aspects of that relationship. The interaction process is 

defined by the product (as a principal element that is exchanged), the information exchanged, 
the monetary element, and the social exchange between the parties. Further, the long-term 
aspects are investigated through the adaptations and the institutionalization of procedures 

among the parties. 

The second main element, the interacting parties, is defined through a number of variables 
which characterize the two organizations and individuals involved. These include for example 
technology, organizational size, stmcture, strategy, organizational experience, individual 

experiences, and motivations. The third element, the interaction environment, is characterized 
through the market stmcture, dynamism, position in the manufacturing channel, and the social 

system. Finally, the atmosphere includes the overall characteristics of the relations between 
the parties in terms of conflict or co-operation, expectations and closeness. This model is 

depicted in Figure 2.2. 
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ENVIRONMENT 
Market Structure 
Dynamism 
Internationalization of the Market 
Position in (lie manufacturing channel 
Social System 

A T M O S P H E R E 

Power/ Dependence 
Cooperation 
Closeness 

Expectations 

Short-
term 

Product/Service 
Financial 
Information 
Social 

I N T E R A C T I O N 

PROCESS 

Exchange 
episodes 

Instilutionalisation 
Adaptations 

Figure 2.2 An Illustration of the Interaction Model 
Source: Håkansson, 1982, p.25 (Figure 2.2) 

Ford (1980) analyses the process of establishment and development of relationship over time 

and proposes five evolutionary stages. The stages are characterized along the variables of 
experience, uncertainty, distance, commitment, and adaptations. Experience refers to the 
corporate and individual knowledge each party has on one another and the relationship. 
Uncertainty concerns the possible costs and benefits of the relationship with the other party. 
Commitment is a measure of the importance of the relationship in terms of the investments 

that the parties are prepared to make in it. Adaptations can be both formal and informal, and 
are mirrored through the ways in which the parties cope with each other. Finally, distance is 
defined as the sum of factors that prevents flows of information between buyer and seller. The 

stages of relationship proposed are described in terms of these variables (see Table 2.1). 
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Table 2.1 The Development of Buyer/Seller Relationships in Industrial Markets - Summary 
1 2 3 

The Pre-Relationship Stage The Early Stage The Development Stage The Long-Term 
Stage 

The Final Stage 

Evaluation of new potential 
supplier 

Evaluation initiated by: 
particular episode in 
existing relationship 

general evaluation of 
existing supplier 
performance 

efforts of non-supplier 
other information 
sources 

-overall policy decision 

Evaluation conditioned by: 

experience with previous 
supplier 

uncertainty about 
potential relationship 

"Distance" from 
potential supplier 

Commitment 
zero 

Negotiation of 
sample delivery 

Experience 
- Low 

Uncertainty 

- High 

Distance 

- High 

Commitment 

Actual - Low 
Perceived - Low 

Contract signed or delivery 
build-up 

Increased 

Reduced 

Reduced 

Actual - Increased 

After several major 
purchases or large 
scale deliveries 

- High 

-Minimum 
development of 
institutionalization 

- Minimum 

Actual - Maximum 
Perceived - Demonstrated by Perceived - Reduced 
Informal Adaptation 

Adaptation 
High Investment of Increasing formal and 
Management time, informal adaptations. Cost 
Few cost savings savings increase 

Extensive 
adaptations. Cost 
savings reduced by 
institutionalization 

In long established 
stable markets 

Extensive 
institutionalization 

Business based on 
Industry codes or 
Practice 

Source: Ford (1980, p.342) 

This author emphasizes the importance of commitment and distance reduction in the 

development of relationships. The distance perceived by buyer and seller encloses different 
aspects: social distance, cultural distance, technological distance, and geographical distance. 

However, the most significant aspect of long-term relationships is the problem of 
institutionalization. Ford views that institutionalization is achieved when routine ways of 
dealing among the parties cease to be questioned - even though they may no longer be 
beneficial to the partners. 

Drawing on the dynamic aspects on the aforementioned model (Ford, 1980) and views of 

Marrett's (1971) dimensions for the analysis of interorganizational relations, Ford and Rosson 

(1982) present a model of manufacturer-overseas distributor relationships. Marret's 
dimensions are the fol lowing: (1) formalization - the extent to which the relationship is 

agreed upon and made explicit; (2) intensity - the level of contact and resource-exchange 
between the parties; (3) reciprocity - the extent to which the two parties are both involved in 
decision making, despite the traditional domains of each; (4) standardization - the extent to 
which the established roles and routines of the relationship are adhered to. The model 

integrates both the static approach of Marrett and the dynamic one of Ford. Three main parts 
constitute this model: relationship dimensions, participant dimensions, and relationship 
development states. The model is depicted in the next figure. 
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Participant 
dimensions 

Stake 

Experience 
New 

Uncertainty J 

Relationship 
development 

states 

Growing 

Inert 

Relationship 
dimensions 

Commitment 
-formalization 
-contact intensity 
-resource 
intensity 

Adaptation 
-standardization 
-reciprocity 

Conflict 
Distance 

Figure 2.3 A Model of Manufacturer-Overseas Distributor Relationships 
Source: Ford and Rosson (1982) in Ford, (1997, p.71) - Figure 1. 

In the relationship dimensions, conflict and distance are added to Marret's relational 
dimensions. The participant dimensions are: stake - a measure of what a party loses i f the 

relationship is terminated; experience, and uncertainty (as prior defined in Ford, 1980). 
Relationships between the dyads are assumed to evolve f rom being "new" to "inert". Between 

these, three alternative states are possible: growing, troubled, and static. A n empirical test of 
this model was later implemented by Rosson (1986). He describes how 21 manufacturer-

overseas distributor relationships changed over a seven-year period. Results indicate that 20 

of these relationships evidence dynamism and changed states. Movement between states were 

also found logical: 

- "o f the seven troubled relationships, two became static and f ive were 

terminated, 

- o f the f ive static relationships, three became inert, and three were 

terminated, 
- the two inert relationships were both terminated" (ibid., p.57). 

Building on a different theoretical basis than the former, Anderson and Nams (1984) present a 

model of distributor-manufacturer working relationships f rom the distributor's perspective. 
This model draws on concepts f r o m channel literature and concepts adopted f rom the wel l -
developed theory of dyadic social exchange. It builds heavily on the outcome matrix proposed 
by Thibaut and Kelley (1959) used for the analysis of dyadic interaction. The consequences of 

the interactions are termed as outcomes. The model is given in Figure 2.4. Thereafter, its 

constmcts are briefly defined. 
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Figure 2.4 Distributor's Perspective of the Working Relationship 
Source: Adapted from Anderson and Narus (1984, p.65) - FIGURE 2 

Manufacturer control is posited as the construct which defines power, i.e., "the ability to 
control the decision variables in the marketing strategy of another member in a given channel 

at a different level of distribution" (El-Ansary and Stem, 1972 as quoted by Anderson and 
Nams, 1984, p.65). Conflict is referred to as "(1) a feeling of stress, tension, or hostility of 
one channel member to another (affective conflict); (2) the antecedent conditions of 

behavioral (latent conflict); (3) actual conflictual behavior (manifest conflict); and (4) the 
perception of conflict level." (ibid.) Satisfaction is defined as "a positive affective state 

resulting f rom the appraisal of all aspects of a f i rm's working relationship with another f i r m " 
(ibid., p.66). Outcomes given CLai, and CL are constmcts adapted from social exchange 

theory. The first represents the perceived dependence of the distributor upon the 
manufacturer. The second represents a distributor's cognitive assessment of the outcomes 
obtained f rom a given working relationship with a manufacturer compared with expectation 

based upon knowledge and experience. Finally, communication is defined "as the formal as 

well as informal sharing of information or meaning between the distributor and the 

manufacturer f i rms." (ibid.) 

In tum, Campbell (1985) builds heavily on the Interaction Model proposed by the IMP Group 
(Cunningham, 1980; Håkansson, 1982). The concept of interaction strategies - purchasing 

and marketing strategies - is introduced and a classification of buyer-seller relationships based 

on these is proposed (Figure 2.5). Further, the interplay between the strategies adopted by the 
buyer and seller affects the interaction mechanisms and interaction atmosphere in a two-way 
exchange. These are incorporated in Campbell's buyer-seller interaction model (see Figure 

2.6). 
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Marketing Strategies 

Purchasing 
Strategies 

Competitive 

Cooperative 

Command 

Competitive Cooperative Command 

1 
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2 3 

Independent 
Mismatch 

3 

Independent 

Perfect market Seller's market 

4 5 6 

Mismatch 
Interdependent Dependent 

Mismatch Domesticated Captive market 
market 

7 8 9 

Independent Dependent 
Sub-contract Mismatch 

Buyer's market market 

Figure 2.5 Classification of Buyer-Seller relationships 
Source: Campbell (1985, p.37) - Figure 1 

The buyer-seller interaction model is illustrated in the figure below: 

PRODUCT CHARACTERISTICS 
-Frequency of purchase 
-Switching costs due to physical and 
human investments 
-Product complexity 

BUYER'S CHARACTERISTICS SUPPLIER'S CHARACTERISTICS 

Industry 
-Concentration 
-Number of 
competitors 
-Intensity of 
competition 
-Rate of 
technical 
change 
-Traditions and 

Company 
-Relative size 
-.Preferred 
interaction 
style 
- Relative 
familiarity 
-Centralization 

Individuals 
-Preferred 
interaction 
style 
-Perceived 
importance 
-Relative 
familiarity 
-Risk aversion 

Individuals 
-Preferred 
interaction 
style 
-Perceived 
importance 
-Relative 
familiarity 
-Risk aversion 

Company 
-Relative size 
-.Preferred 
interaction 
style 
- Relative 
familiarity 
-Centralization 

Industry 
-Concentration 
-Number of 
competitors 
-Intensity of 
competition 
-Rate of 
technical change 
-Traditions and 

INTERACTION PROCESS 

Buyer's 
Interaction 
Strategy 

Competitive 
Cooperative 
Command 

Interaction Mechanisms 
- Information exchange 
- Conflict Resolution 

Adaptations 
Personal Contact Patterns 

Interaction Atmosphere 
Closeness, Commitment, Trust 

Sellerr's 
Interaction 
Strategy 

Competitive 
Cooperative 
Command 

Buyer's 
Interaction 
Strategy 

Competitive 
Cooperative 
Command 

Interaction Mechanisms 
- Information exchange 
- Conflict Resolution 

Adaptations 
Personal Contact Patterns 

Interaction Atmosphere 
Closeness, Commitment, Trust 

Sellerr's 
Interaction 
Strategy 

Competitive 
Cooperative 
Command 

Figure 2.6 Buyer-Seller Interaction Model 
Source: Campbell (1985, p.39) - Figure 2 
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Wilson and Mummalaneni (1986), Dwyer, Schurr and Oh (1987), and Frear and Metcalf 

(1988) have also developed models which attempt to explain the processes of interaction 
between buyers and sellers. These models essentially use frameworks developed in social 

psychology for the study of interpersonal relationships (cf., Palmer and Bejou, 1994). 

In essential agreement with the underlying assumptions of the Interaction Model (Håkansson, 
1982), Wilson and Mummalaneni (1986) propose a framework of relationship development 

{Figure 2.7). 

Need Interactions Outcomes Satisfaction Invest Commit 
complemen -• (Exchanges) •> ments -> -ment 
-tarity 

f 

Figure 2.7 A Framework of Relationship Development 
Source: Wilson and Mummalaneni (1986, p.50) 

"This framework suggests that buyers and sellers interact with each other owing to the 

complementarity of their needs" (ibid., p.50). Additionally, the relationship evolves due to 
repeated "successful" interactions based on personal contacts. During this evolvement of the 
relationship, assessments are made, essentially regarding rewards and costs. These 
assessments w i l l determine the degree of satisfaction or dissatisfaction each party (and its 
participants) feels towards that relationship. When the cost-benefit analysis is held positive, 

bonds l inking the parties together are developed. A framework of bonding concerning the 
stmctural and social bonding between buyers and sellers is developed. Investments can be of 

a personal nature (time, energy, friendship invested in the relationship) or take the form of 

adaptations occurring (process and technology, economic) and are regarded as types of bonds. 

Finally, the level of an organization's commitment to a relationship is determined by various 
factors such as the level of satisfaction, the quality of available alternatives, and the level of 

investment. 

The issue o f development is also focused by Dwyer, Schurr and Oh (1987). They propose a 
l ife cycle theoretical approach to develop a model of buyer-seller relationships. Five stages of 

relationship development are proposed: awareness, exploration, expansion, commitment and 
dissolution. A number of subprocesses are also defined as enablers of dependence between 

the parties (attraction, communication and bargaining, power and justice, norm development, 

and expectations development). However, these variables are only broadly defined and no 

operationalization is provided. 

Frazier, Spekman and O'Neal (1988) have suggested a four-stage model to describe a more 

specific-type of long-term relationship, i.e., the description of the development of the 
managerial process involved in a just-in-time (JIT) decision. The stages proposed are: interest, 

initiation-rejection, implementation and review. 
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More recently, Möller and Wilson (1995) elaborate on a taxonomic model of buyer-seller 

interactions which draws on the IMP Interaction Model and therefore has a number of 
common constmcts. The authors argue that the processes through which the focal tasks of the 

exchange are carried out constitute the core of any business exchange relationship. As such, 
the task characteristics and the interaction processes of exchange, adaptation and coordination 

are closely intertwined (Figure 2.8). 

Environmental Context da) 
• Context of the buying organization 
• Context of the selling organization 
• Common context 

Task Characteristics (2) 

T * v 

Supplier Characteristics (lb) Interaction Processes (3) Buyer Characteristics (lc) 
• Organizational level • Exchange processes • Organizational level 
• Departmental level • Adaptation processes • Departmental level 
• Group level • Coordination processes • Group level 
• Individual level • <4 ... •• Individual level 

• 

Outcome factors (4) 
• Changes in the states of buyer/seller factors 
• Changes in the states of interaction process factors 
• Dynamic patterns in processes and organizational factors 
• Changes in the environmental context 

Note: broken boundary lines indicate the superimposed character of some factor classes. 

Figure 2.8 Taxanomy of Factors in Buyer-Seller Interactions 
Source: Möller and Wilson (1995, p.25) - Figure 1 

In this model the factors constituting buyer-seller interaction are categorized into: (1) 
contextual factors - including the environmental context, supplier and buyer characteristics; 

(2) task factors; (3) interaction process factors; and (4) outcome factors. 

1 7 The taxonomic model of buyer-seller interaction factors was initially proposed by Möller and Wilson in 1988 
in a paper published at the Pennsylvania State University. 
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Assuming a network perspective, Håkansson and Snehota (1995) propose a broad conceptual 

framework that analyzes the effects of change in a relationship and/or identifies the factors 
that affect the possibilities of development of a relationship. As stated by these authors, " A 
relationship develops between two companies as some activity links, resource ties or actor 

bonds are formed between two companies." (ibid., p.42). Activi ty links are activities of a 

company (e.g., technical, administrative, commercial) that can be connected to the activities 

of another company as relationship develops. Resource ties are connections between the 

resources of the companies involved in the relationships. By themselves, they represent a 
resource for a company. Examples are technological, material, and knowledge resources held 

by the parties. Actor bonds connect the actors in the relationship and influence how the two 
actors perceive each other. Bonds are created through interaction and reflect the interaction 

process. 

By viewing the development of relationships as part of the wider context of business 

relationships, "an activity link is but a link in a broader activity pattern spanning several 

companies, a resource tie is but an element of a broader resource constellation that companies 
can mobilize, and an actor bond is but a part of a web of actors" (ibid., p.44). The proposed 

scheme of analysis of the development effects of business relationships is illustrated in the 
figure below (Figure 2.9). Any change (in any of the cells of the matrix) can affect the 

development of a relationship. 

Company 
(Column 1) 

Relationship 
(Column 2) 

Network 
(Column 3) 

Activities 
Activity 
Structure ^ 

(1) 

Activity 
" • Links 

Activity 
pattern 

Actors 
Organizational structure 

(4) < — 
Actor 

• Bonds < — 
(5) 

f  

Web of 
• Actors 

(6) 

.+. 
Resources 

Resource ^ 
Collection 

(7) 

T 
^ Resource ^ 

Ties 
(8) 

. JL 
Constellation 

(9) 

Figure 2.9 Scheme of Analysis of Development Effects of Business Relationships 
Source: Håkansson and Snehota (1995, p.45) - Figure 2.11 

92 



2.2.2 Summary and Brief Assessment of the Reviewed Models and Frameworks 

The fo l lowing table summarizes the models and frameworks reviewed in the previous section. 
Main issues, the focus, and the empirical basis are highlighted for further discussion. 

Table 2.2 Reviewed Models and Frameworks - A Summary 
Author Year Main Issues Focus Empirical Basis 

Håkansson 
and 
Östberg 

1975 Interaction model in which power-dependence 
relationship between the parties develops in 
accordance to degree of social exchange and extent 
of mutual adaptations. 

Characterization 
of relationships 
(structural 
aspects) 

Not presented 

Guillet de 
Monthoux 

1975 "Marriage metaphor" and four phases of 
organizations' mating process: (1) romance; (2) 
from romance to affair; (3) divorce risk; (4) new 
romance. 

Structural 
changes in the 
relationships. 

Inductive study, 
interviews with 
industrial 
purchasers and 
marketers. 
Input/output 
perspective, 
cross-sectional 
study. 

Ford 1980 Process of establishment and development of 
relationship over time through five stages: (1) the 
pre-relationship stage; (2) the early stage; (3) the 
development stage; (4) the long-term stage; (5) the 
final stage. Changes in the relationships along the 
variables experience, uncertainty, distance, 
commitment and adaptations. 

Structural 
changes in the 
relationships. 

Cross-sectional, 
survey data 

Ford and 
Rosson 

& 

Rosson 

1982 

1986 

Model of manufacturer-overseas distributor 
relationships. Three main parts: relationship 
dimensions (commitment, adaptations, 
conflict/distance); participant dimensions (stake, 
experience, uncertainty); and relationship 
development "states". The proposed "states" are: 
new; growing; troubled; static; inert. 

Structural 
changes in the 
relationships. 

Empirical test 
through 
longitudinal 
research (survey 
data) 

Håkansson 1982 IMP Interaction Model of Business Relationships. 
Descriptive and explanatory framework of industrial 
market dynamics characterized along a four element 
framework: (1) the interaction process; (2) the 
buyers and sellers in the interaction process; (3) the 
environment; (4) the atmosphere. 

Structural aspects 
of relationships 

Extensive cross-
sectional study in 
five European 
countries 

Anderson 
and Narus 

1984 Model of distributor-manufacturer relationships 
(building on Thibaut and Kelley's, 1959 outcome 
matrix). Consequences of interactions as outcomes. 
Manufacturer control; conflict; and satisfaction. 

Structural aspects 
of relationships; 
process model. 

Cross-sectional 
study; survey data 

Campbell 1985 Buyer-seller Interaction Model; classification of 
buyer-seller relationships. Factors that constitute 
buyer-seller relationships are grouped into: product 
characteristics; buyer's characteristics; supplier's 
characteristics; and interaction processes. 

Taxanomy 
model; structural 
aspects of 
business 
relationships 

Not included 

Wilson and 
Mummala
neni 

1986 Complementary of buyers' and sellers' needs; 
relationships evolve through: need complementary; 
interaction (exchanges); outcomes; satisfaction; 
investments; commitment. 

Process 
framework; 
development of 
relationships 

Not included 

[continues in the next page] 
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Author Year Main Issues Focus Empirical Basis 

Dwyer, 
Schurr and 
Oh 

1987 Life cycle theoretical approach, five stages of 
relationship development: (1) awareness; (2) 
exploration; (3) expansion; (4) commitment; (5) 
dissolution. 

Process 
framework; 
development of 
relationships 

Not included 

Frazier, 
Spekman 
and 
O'Neal 

1988 Four-stage model to describe the development of JIT 
decision: (1) interest; (2) initiation-rejection; (3) 
implementation; (4) review. 

Process 
(input-output 
perspective) 

Not included 

Möller and 
Wilson 

1988 
1995 

Taxanomy model of buyer-seller interactions 
drawing on the IMP InteractionModel. Factors 
constituting buyer-seller interaction are categorized 
into: (1) contextual factors - environmental context, 
supplier and buyer characteristics; (2) task factors; 
(3) interaction process factors; (4) outcome factors. 

Categorization/ 
classification; 
structural aspects 
of business 
relationships 

Not included 

Håkansson 
and 
Snehota 

1995 Analytical framework of effects of change in 
business relationships along the dimensions of 
activities links; actors bonds; and resource ties. 

Effects of change 
in relationships 
(network 
perspective) 

Case studies 

In summary, it is apparent f rom the models briefly presented that there are a number of 

approaches to describing dyadic buyer and seller relationships. A number of constmcts and 
variables are proposed, however, not always operationalized. The Interaction Model, 

developed by the IMP Group is clearly the one which has laid the foundations for the 

development of many other models of business relationships and encompasses most of the 

constmcts subsequently included in other proposed frameworks / models. 

Business relationships are complex in several ways. A wide array of variables is needed in 
order to be able to characterize these relationships. Håkansson, (1982) has proposed a four 
element framework in which many researchers have based further empirical studies. 

Conceptually, both Campbell (1985) and Möller and Wilson (1988, 1995) build heavily on 
this model when developing their frameworks. A number of common variables and constmcts 

can be identified as pertinent to the characterizations of business relationships. These are: the 

environment; the parties (dyad); the product; the interaction process. Hence, in order to 
understand the nature of business relationships one has to comprehend the environment in 

which these relationships evolve. The parties and the interaction processes are also core to 
this understanding, as well as the characterization of the product (and/or other intangibles) 

being exchanged by the parties. 

I t is noticeable that many of the models proposed in the literature address issues beyond the 

pure stmctural characterization of business relationships. By "stmctural" it is meant the 
characterization of the relationships with focus on how these relationships are built or put 

together, their features and idiosyncrasies. The development and change of business 

relationships have been a concern for scholars in the past two decades (e.g., Ford, 1980; Ford 
and Rosson, 1982; Rosson, 1986; Wilson and Mummalaneni, 1986; Dwyer, Schurr and Oh, 
1987; Håkansson and Snehota, 1995). In a work that is commonly referred by scholars in the 
f ie ld , Van de Ven (1992) has defined development as the dynamic sequence of changes over 
time. In other words, development is a change process. As stated by Van de Ven and Poole 
(1995, p.512), development is "a progression of change events that unfold during the duration 
of an entity's existence - f rom the initiation or onset of the entity to its end or termination". 
Change is defined as one type of event, "an empirical observation of difference in form, 
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quality, or state over time in an organizational entity" (ibid.), while process is viewed as the 
"progression (i.e., the order and sequence) of events in an organizational entity's existence 
over time". 

Based on these views, it is argued that some models focus more on change and it's effects on 

the structural aspects of the relationships (e.g., Guillet de Monthoux, 1975; Ford, 1980; Ford 

and Rosson, 1982) while others focus essentially on the process of the development (e.g., 

Wilson and Mummalaneni, 1986; Dwyer, Schurr, and Oh, 1987; Frazier, Spekman and 
O'Neal, 1988). Whatever the focus taken, a common trait is evident, i.e., the relative little 

empirical testing of the proposed models. Hence, it can be concluded that although the 
conceptual discussion regarding development and change has been f ru i t fu l , empirical research 

regarding this issue is still in an early stage. Further, i t is interesting to notice that solely one 
study, Rosson (1986), - of those reviewed - has included longitudinal research. 

In short, the brief review of models and frameworks conducted has served the purpose of 
identifying key variables and constmcts pertinent to the study of long-term relationships. 

Furthermore, some models addressing development and change of these relationships were 
covered and provide indications as to how this study can tackle the development aspects of 
the relationships under investigation. 

In the next section, a number of studies which focus on different constmcts and variables 
proposed in the aforementioned models are addressed. This review w i l l inaicate issues that 

are relevant to the study of the development of long-term dyadic relationships in the metal 
mining industry, i.e., this study's purpose. 

2.3 Review of Studies in Buyer-Seller Interaction and Relationships 

The I M P Interaction Model has triggered an enormous body of research in the area of 

industrial marketing (cf., Backhaus and Buschken, 1998). In his research, Håkansson (1982) 

adopts a categorization for the studies presented based on the different perspectives or focuses 
adopted: (1) focus on the interaction processes; (2) focus on the parties; (3) focus on the 

environment, and (4) focus on the atmosphere. 

Möller and Wilson (1988) also categorize the factors constituting buyer-seller interaction in: 

(1) "contextual factors, defining the environment and situation in which 
interaction behavior takes place; 

(2) task factors, referring to the inherent characteristics of the focal task(s) of 
the interaction, 

(3) interaction process factors, comprised by the subprocesses necessary for 
carrying out tasks which constitute the interaction; and 

(4) outcome factors, defining the intentional and unintentional results of 

interaction behavior" (Möller and Wilson, 1988, p.403) 

Due to its simplicity and comprehensibility, the latter categorization is adopted as a way to 

provide a structure for the brief review of studies conducted in this section. Wi th in each 
category, the chronological order of publication of the studies is followed. 
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2.3.1 Studies With Focus on Contextual Factors 

In order to understand the development of business relationships, it is important to realize the 

context in which these relationships evolve. This context encompasses a wide variety of 

factors and the number and type of factors included in studies depends naturally on the 

respective purpose and focus of the analysis. At the most basic level, the environmental 

context of the organizations engaged in business interaction and the situational context 

pertinent to the focal relationship, needs to be addressed. 

Adopting this categorization, studies which focus in variables describing the parties involved 
in the interaction (both as organizations and as individuals) and variables describing the 

environment within which the interaction takes place are covered (cf., Håkansson, 1982). 

"The domain claimed by an organization and recognized by its environment 

determines the points at which the organization is dependent, facing both 

constraints and contingencies. To attain any significant measure of self-control, 

the organization must manage the dependency " 
(Thompson, 1967, pp.38-39) 

One of the early proponents of the need to incorporate a dyadic view in order to achieve an 

understanding of the exchange behavior between parties is Bagozzi (1974). He defines an 

exchange system as "a set of social actors, their relationships to each other, and the 
endogenous and exogenous variables affecting the behavior of the social actors in those 

relationships" (ibid., p.78). Endogenous and exogenous variables are determinants of the 
outcome of the exchanges. In the former, the fol lowing are outlined: interpersonal attraction 
and/or attitudinal similarity; prestige; source expertise and/or esteem; status and/or role; 

message characteristics; product/money relations. In the exogenous variables the fol lowing 
are included: social norms; situational contingencies; the availability of alternative sources of 

satisfaction. The analysis of these causal determinants on the outcomes of exchanges is 

emphasized. 

Another contextual aspect significant for the interaction between companies is highlighted by 

Arndt (1979). Drawing on noticed changes in the stmcture of certain markets - f rom 
competitive, open markets to regulated and closed markets - Arndt introduces the term 
"domesticated market". Such a market is structured as "a result of voluntary, long-term, 

binding commitments among the organizations involved. In such arrangements, transactions 
are planned and administered instead of being conducted on an ad hoc basis." (ibid., p.70). 

The markets are termed domesticated markets when transactions occur figuratively inside a 
company (when for example the buying and selling companies merge) or "inside the 

boundaries of a group of companies committed to long-term cooperation." (ibid.) Driving 
forces to domesticated markets are for instance seller concentration, high barriers to entry, 

product differentiation, and lack of information. The main advantages of domesticated 
markets are: reduction of uncertainty of operations; reduction of transactional costs; and the 

synergy of combining complementary operations. 

Building on the Interaction Model, Cunningham (1980, on behalf of the IMP Group), 

identifies aspects of the interaction environment which are considered to be particularly 
relevant. These are: (a) market structure - includes the concentration of both buyers and 
sellers, the rate of change of the market and the number of alternative relationships available 
to any one f i r m ; (b) dynamism - change in the market which affect the predictability of the 
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firms; (c) internationalization - preferences and experiences in the international arena; (d) 

social system - referring to the real and perceived barriers to trade between companies in 

different countries. Also Cunningham (in Håkansson, 1982) proposes that there are a number 
of environmental barriers that arise f rom the stmcture of industrial markets and f r o m the 

economic and cultural features of specific countries. Heterogeneity and dynamism are 

regarded as barriers to interaction. Further, mismatch of companies' sizes, technological 

capabilities, and organizational structures can also hinder interaction. Another important 
barrier referred is the use of inappropriate selling and distribution channels that implies 
reduced direct interaction. 

Similarly, Håkansson (1982) argues that interaction among companies cannot be understood 

without taking into consideration the environment within it takes place and the characteristics 
of the parties involved. In the first mentioned element, environment, the variables pertinent to 

its characterization are the same included in Cunningham (1980), i.e.: market stmcture; 
dynamism; internationalization; position in the manufacturing channel; the social system and 
cultures. 

In the second element, the interaction parties, a number of variables are outlined as means for 

characterizing both the organizations and the individuals involved. These are: technology 

(characteristics of the two technological systems of the parties); organizational size, stmcture, 
and strategy; organizational experience; and individuals. In the latter, motivation and 
experience are emphasized. 

In tum, Campbell (1985) bases the choice of the variables significant to characterize the 

industry environment on those proposed by Robinson, Faris and Wind (1967). These are: 
concentration, number of competitors, intensity of competition, rate of technical exchange, 

and traditions and norms. The importance of concentration and number of alternative partners 

is also recognized by the IMP Group in their original formulation of the Interaction Model 

(Håkansson, 1982). Regarding the characteristics of the parties, Campbell adopts the variables 

proposed in the I M P Group Interaction Model and adds relative familiarity and preferred 
interaction style to this set. The first refers to the knowledge that the companies have of each 

other. The latter is drawn f rom empirical results that indicate that specific interaction styles 

are preferred by some companies. Also drawn f rom empirical data is the indication of the 
importance of centralization as an organizational variable. As to the individual characteristics 

four variables are named: preferred interaction style, perceived importance of the sale or 
purchase, relative familiarity, and risk aversion. 

In their proposed taxonomy of factors in buyer-seller interaction, Möller and Wilson (1988) 
include the fo l lowing as contextual factors: 

• "Environmental factors external to the focal interactants, grouped into buyer-related, 
seller-related, and common environments. 

• Interactant characteristics, subclassified into (i) organizational level factors - including 
departmental/ functional and group characteristics - , and (ii) personal factors 
characterizing the persons involved in interaction." (ibid., p.404) 

Hallén, Johanson and Seyed-Mohamed (1993) also investigate whether the technology of the 
customer f i r m has an impact on the relationships established between suppliers and 
customers. Three technological categories are considered: (1) customers with unit production; 

(2) customers wi th mass production; and (3) customers with process production techniques. 
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Product complexity, delivery frequency, and age of relationship are assumed to have different 
effects on interfirm adaptation and interfirm social stmcture depending on the technological 
stmcture of the customer. It was found that relationships with unit and mass production 

customers have similar stractures while process technology relationships differ f r om the 
former relationships. In the latter, the conditions for building and maintaining relationships 

seem to lack the socio-technical mechanism which reinforces the relationship (that is present 

when interaction occurs with unit or mass production customers). 

A totally different contextual aspect is examined by Dion, Easterling and Mil le r (1995). They 

focus on the effect of personality traits and types and trust on the sales outcomes of business-

to-business relationships. They put forward the fol lowing five propositions: 

1. A salesperson's personality unilaterally influences sales outcomes. 
2. Sales outcomes w i l l be enhanced when buyers and sellers exhibit the same 

personality types. 
3. Perception of buyer-seller personality similarity w i l l enhance sales performance. 

4. Trast w i l l enhance sales performance. 

5. There is a relationship between a buyer's perception of buyer-seller similarity and 

"actual" buyer-seller similarity. 

Results showed that the two first propositions were not supported. On the other hand, both 
perceived buyer-seller similarity and performance were correlated wi th trust, which is 
essential for the development of successful buyer-seller relationships. Thereby, buyers w i l l 
tend to buy f r o m salespeople they perceive to be similar to themselves. Concerning the last 

proposition, no support was found in the study. 

A relatively recent contribution to this conceptual area is the work by Möller and Wilson 

(1995). They state that "there is no-agreed-upon set of factors composing the business 

environment, but a number of theories propose somewhat different views about its key 

dimensions" (ibid., p.31). They further include the following factors as characterizing the 

environmental context in their dyadic interaction model: munificence; interconnectedness; 

environmental conflict; concentration; demand capacity; demand dynamics; number of 
buyers/suppliers; production capacity; technological dynamics; exchange traditions; number 

of potential interaction partners; network characteristics. 

Blois (1996) focuses on the question: when is it appropriate for a supplier to pursue a 
relationship marketing policy? He further argues that this appropriateness can only be 

discussed by understanding the customer's viewpoint. Based on Oliver (1990), Blois suggests 
that there are six contingencies which affect the probability of relationship development. Four 

of those are most strongly influenced by factors external to the relationship per se. These are: 

- Asymmetry: when one organization has the ability to exercise power or influence over 

another; 

- Stability: in order to minimize environmental uncertainty (e.g., through access to a steady 
pattern of resources f low) ; 

- Legitimacy: as a way to enhance its own reputation (e.g., f i r m A is a supplier to the major 
f i r m B in the industry which serves as a reference); 

- Necessity: laws and regulations oblige firms to purchase certain goods and services. 
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The f i f t h contingency is related to the interaction processes and refers to reciprocity. "The 

essence of a reciprocal relationship is that both parties anticipate that the disadvantages that 
arise through any loss of independence inherent in the relationship, plus the costs of managing 
the relationship, w i l l be more than compensated for by the benefits which arise f rom it. 

Neither party believes that these net benefits are attainable independently" (ibid. , p. 166). 

Finally, the sixth contingency refers to efficiency. In this context efficiency encompasses all 
sorts of costs and benefits - including non-monetary ones. 

Another standpoint is assumed by Low (1996). He argues that focusing on developing and 
maintaining long-term relations - i.e., relationship maintenance management - is not always 

advisable. He posits that short-term opportunistic behaviors should be encouraged under 

certain situational circumstances. Four situational factors that encourage such behavior are 
outlined: 

1. Degree of technological innovation involved - when such is revolutionary short-term 

opportunistic relationships should be preferred to long-term ones. 
2. Stage of technological l i fe cycle - identified as stages of market adoption of that particular 

technological innovation; meaning that a slower rate w i l l lead to the adoption of short-
term relationships rather than long-term ones. 

3. Previous degree of market-based domestication - the existence and degree of industry 
norms governing economic exchanges. 

4. Market stmcture/ number of players - varying f rom a competitive fo rm to a monopolistic 

market dominated by one player. 

Regarding the two first, the fol lowing relationships are proposed (see Figure 2.10): 

TECHNOLOGICAL LIFE-CYCLE 

EARLY LATE 
TECHNOLOGICAL 
INNOVATION 

REVOLUTIONARY 
(1) 

ST  
(2) 

ST - MT? 

EVOLUTIONARY 
(3) 4r^~ 

S T - M T ? 
(4) K • 

* LT 

Abbreviations: ST = short-term 
MT = medium-term 
LT = long-term 

Figure 2.10 Technological Innovation and Its Life Cycle: Suggested Impact on the Direction 

and Duration of Relationship Marketing 
Source: Low (1996, p.26) - Figure 1 
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Regarding the two latter the fol lowing relationships are suggested (Figure 2.11): 

PREVIOUS DEGREE OF MARKET 
BASED DOMESTICATION 

LOW HIGH 
MARKET STRUCTURE / 
NUMBER OF PLAYERS 

M A N Y 
(1) 

A 
(2) 

^ ST-.MT? 

FEW 
* * (3) 

ST MT? , 

(4) 
• LT 

Abbreviations: ST = short-term 
MT = medium-term 
LT = long-term 

Figure 2.11 Market Structure and Market Domestication; Suggested Impact on the Direction 

and Duration of Relationship Marketing 
Source: Low (1996, p.27) - Figure 2 

Further he states "a telecommunications industry undergoing deregulation challenges the 

rhetoric of long-term relationship" (ibid., p.30). 

2.3.2 Studies With Focus on Task Factors 

Task factors refer to the characteristics related to the obiect(s) of interaction such as the 

exchange of materials, parts, components, or complete products or services, a tum key 

project, R & D project, etc. (cf. Möller and Wilson, 1995, p.25). 

Different scholars use different attributes in their attempts to characterize the objects of 

interaction - i.e., the products or services encompassed in the interaction. Williamsson (1979) 
focuses on three key dimensions of frequency of transaction, switching costs, and uncertainty. 
Based on these attributes, Campbell (1985) adopts the frequency of purchase; switching costs 

due to physical and human investments; and product complexity as relevant task factors. 
Further, this author notes that adaptations are affected by product importance in the fol lowing 
way: exchange of important products leads to high switching costs as a result of the specific 

investments (adaptations) that each party makes in the relationship (cf., Metcalf, Frear, and 

Krishnan, 1992). 

Hallén, Johanson and Seyed Mohamed (1987) emphasize the character of the product 

exchange between the parties as a determinant of the interaction processes and thus the 

character of the relationships. Relationships are composed of two interrelated interaction 
processes: information exchange process and adaptation processes. Adaptations are made as a 
consequence of information exchanged. These in tum are affected by the complexity and 
frequency of product exchange between the parties. Further, adaptation processes and 
information exchange processes affect the stability of the business relationships. These 
conditions are represented in Figure 2.12. Empirical results showed that there were "very 
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strong effects of the complexity and frequency of product exchange on adaptation and 

information exchange processes in the domestic sample" (ibid., p.35). 

Adaptation 
processes 

Product 
exchange 

Information 
exchange 
processes 

Stability 

Figure 2.12 Exchange Relationships and Stability 
Source: Hallén, Johanson and Seyed Mohamed (1987, p.24) - Figure 1 

Similarly, Metcalf, Frear and Krishnan (1992) emphasize on the effect of product importance 

on adaptation. They extend Bloch and Richins 1 8 (1983) definition and state that "perceive 
product importance is the extent to which the purchasing organization links a purchased input 

to its salient goals." (Metcalf et al, 1992, p.29). 

Also, Metcalf and Frear (1993) study the affect o f perceived product importance on the 

complexity of partnership interaction processes. Five hypotheses are presented and tested in 
the aircraft industry. Four of these are empirically supported and indicate that: 

1. Perceived product importance leads to high level of interfirm cooperation. 
2. Perceived product importance leads to high level of information exchange. 

3. Perceived product importance leads to high level of social exchange. 

4. Perceived product importance leads to extensive inter-organizational 

communication networks. 

However, the f i f t h is not supported indicating that perceived product importance by the buyer 
does not lead to mutual adaptation. 

Again, Hallén, Johanson and Seyed-Mohamed (1993), investigate product exchange, delivery 

frequency and age of the relationship as determinants of interfirm adaptation and interfirms 
social stmcture (see Figure 2.13). 

Block and Richins (1983) define product importance as "the extent to which a consumer links a product to 
salient enduring or situation-specific goals" (p.71). 
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Figure 2.13 Product Exchange, Interfirm Adaptation, and Interfirm Social Structure in 

Dyadic Business Relationships: A Structural Model 
Source: Hallén, Johanson and Seyed-Mohamed (1993, p.70)- Figure 1. 

The proposed structural model is tested and analyzed with regard to different customer 
technologies ( unit production; mass production; and process technology). Findings f r o m this 

study indicate: (1) the complexity dimension of product exchange has an influence on 

interfirm adaptations in all three groups of customer technology; (2) the second dimension of 
product exchange - delivery frequency - has a less uniform effect; (3) the age of the 

relationship has a reinforcing effect on interfirm social structures in all three technology 

groups indicating that the interfirm social contacts increase wi th increasing relationship age. 

Overall, the application of this model shows that there is a basic difference between 
relationships with process production customers and those wi th unit and mass production 
customers. Hence, the authors conclude that the conditions for building and maintaining 

relationships are different when the customers are firms that employ process technologies. 
Moreover, technology should be regarded not only as a factor which merely influences 
business, but as a central element in important business relationships. 

Finally, Möller and Wilson (1995) include the fol lowing task factors in their dyadic 

interaction model: dimensionality of exchange; complexity (technical performance; usage); 

innovativeness; importance (financial, end-product, production process); substitutability. 

2.3.3 Studies With Focus on Interaction Process Factors 

"Firms are not islands but are linked together in patterns of co-operation and 
affiliation " 

Richardson (1972, p.895) 

Richardson (1972) is one scholar that early stressed the co-operative element on business 

relations and the fact that firms could not be viewed as "islands". He viewed firms as carrying 
out activities - for which they had comparatively advantageous capabilities - that could be 
complementary to other f i rms ' activities. As such, the complementary activities need to be 

102 



coordinated and this could be effected in three ways: (1) by direction - i.e. consolidation; (2) 

through cooperation between two or more independent organizations; and (3) through market 
transactions. 

Business relations between firms viewed as an interaction process is early emphasized by 

Håkansson, Johansson and Wootz (1977). Wi th the aim to f ind descriptive variables that 

increase the understanding of industrial markets, they view the interaction process f rom two 

perspectives: the buying and the selling firms. Three uncertainty variables are used to 
characterize the interaction process f rom the buyer's viewpoint: need uncertainty, market 

uncertainty, and transaction uncertainty. Seller's have, however, the possibility to either 

decrease or increase the buyer's perceived uncertainty through influence tactics. A descriptive 
matrix for influence tactics is proposed (see Table 2.3). Most suitable influence tactics are 

ultimately dependent of the marketing situation. 

Table 2.3 Descriptive Matrix for Influence Tactics 

Direction \ Change Increase Constant Reduce 

Need uncertainty 
Transaction uncertainty 

Market uncertainty 
Source: Håkansson, Johansson and Wootz (1977, p.324). 

As mentioned earlier, Håkansson (1982) views the marketing and purchasing o f industrial 
goods as an interaction process between the seller and buyer companies. This interaction 

process "consists of a large number of individual episodes of product-service information, 

financial and social exchange" (ibid., p.39). Episodes are differentiated f rom the long-term 

aspects of relationships, i.e., institutionalization and adaptations. The institutionalization of 
procedures is mapped through the interfunctional and interpersonal contact patterns made by 

the companies. Adaptations concern modifications made by one of the parties in order to 
adjust itself to the other party. Examples include modifications in product design, 

specifications, manufacturing processes, planning and/or delivery procedures, administrative 

and financial procedures adaptations. 

Later, Ford, Håkansson and Johanson (1986) propose that company interaction should be 

analyzed by focusing in four different aspects (to each they relate a specific question). These 

are; 

(1) capability (What can you do for me?); 

(2) mutuality (How do you see me?); 

(3) particularity (What are you prepared to do for me, compared to what you do for 

others?); and 
(4) inconsistency (Which variations are there in these "whats" and "hows"?). 

In their view "companies are intricate webs of inter-related activities and resources" (ibid., 

p.63, in Ford, 1997) and suggest that the "interaction between a company and its counterparts 
is a process of managing mutuality, particularity, and the company's capabilities, whilst at the 

same time coping with and positively using inconsistency in its dealings with others" (ibid., 

p.65). 
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The departure point for Spekman and Johnston (1986) is the premise that industrial buying 

and selling can be described through an interaction process between firms "as in a power-
dependence relationship whose operating mechanisms include social exchange and mutual 
adaptation" (ibid., p.519). Based on this, they propose a conceptual approach to understanding 

and structuring relationship management. In regard to relationship management, they argue 

for the importance of managing the selling center - in terms of its functional interdependence, 
coordination, and organization -, and the buying center - in terms of information gathering 

concerning the stmcture, roles, concerns and perceptions. 

Based in Håkansson (1982), Johanson and Mattsson (1987) distinguish two basic processes 

that constitute interaction: the exchange processes and the adaptation processes. They further 

argue that these processes fo rm the dynamic aspects of relationships. The exchange processes 
consist of social exchange, business exchange, and information exchange. Adaptations are 

emphasized as being a vital characteristic of the relationships. Adaptations are made in a 
number of different dimensions (e.g., technically by modifying products or production 

processes; logistically, by adjusting stock levels; administratively, by adjusting planning or 

scheduling systems). Adaptations can take place in the form of specific investments or 
projects (specific to the particular relationship). These processes are said to be important for at 

least three reasons: (1) they strengthen the bonds that are created between firms; (2) they 

reinforce relationships and make them more endurable; (3) they indicate that there is room for 
change in the relationship. The importance of the interaction processes in relationships is 

illustrated by these authors as the figure below indicates. 

RELATIONSHIPS INTERACTION RELATIONSHIPS w INTERACTION RELATIONSHIPS INTERACTION 

MUTUAL ORIENTATION 
• PREPAREDNESS TO INTERACT 
• MUTUAL KNOWLEDGE 
• RESPECT FOR EACH OTHER'S 

INTERESTS 
INVESTMENTS 
BONDS 
DEPENDENCE 

EXCHANGE PROCESSES 
• SOCIAL EXCHANGE 
• BUSINESS EXCHANGE 
• INFORMATION 

EXCHANGE 
ADAPTATION PROCESSES 
• PRODUCTS 
• PRODUCTION 
• ROUTINES 

Figure 2.14 Relationships and Interaction in Industrial Markets 
Source: Johanson and Mattson (1987, p.38) - Figure 1 

Similarly, Hallén, Johanson and Seyed Mohamed (1987) af f i rm that relationships can 

f ru i t fu l ly be analyzed as interaction processes. They assume that relationships are composed 
of two connected processes: information exchange processes and adaptation processes. 
Adaptation is defined as a mutual process in which the parties mutually adapt their operations 
to each other over time. Results f rom their study found that the interaction processes are 

conditioned by the character of the product exchanged between the companies. 
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Hallén, Johanson and Seyed-Mohamed (1991) analyze interfirm adaptation in business 

relationships based on social exchange theory - which views exchange relations as dynamic 

processes (Emerson, 1962; Blau, 1964; Dwyer, Schurr and Oh, 1987; Anderson and Nams, 
1990). The basic assumption is: 

"In business markets, where suppliers and customers often establish and 

develop lasting relationships with each other, and where the business in such 

relationships may account for considerable shares of the supplier's sales and/or 

the customer's needs, there is reason to expect that significant counterpart-

specific, or symbiotic adaptation19 occurs." (Hallén et al., 1991, p.29) 

In social exchange theory, two mechanisms are used to explain adaptations: trust and power. 

Interfirm adaptations in a business relationships is defined as "elements in a trast-forming 

social exchange process so that the adaptations - which may be of different kinds - by the 
two parties in the relationships are related positively to each other." (ibid., p.30) Four 

constructs are incorporated in the proposed stmctural model: customer adaptation, supplier 
adaptation, customer dependence, and supplier dependence. The first two are indicated by 

three items: adaptation of product, adaptation of production process, and adaptation of 
stockholding (in the case of supplier) or adaptation of production planning (in the case of the 

customer). Regarding the two latter, power is inherently connected to dependence. Emerson 
(1962) views that the relative dependence between two actors in an exchange relationship 

determines their relative power. Hence, supplier dependence and customer dependence, are 

measured by items referred to resource dependence and power position. Resource dependence 

refers to the availability of alternative sources for the resource and the possibilities of 
switching to other sources. Power position, i.e., bargaining power, is related to market 

position (e.g., buyer concentration; supplier's market share in the customer's national 
market). 

Heide and John (1992) also investigate structural aspects of interfirm relationships. However, 
their theoretical basis differs f r om the former discussed authors, as they adopt transaction cost 

theory ( T C A ) 2 0 . They focus on the buyers' decision-making control in the context o f buyer-
supplier relationships. The presence of buyer-specific assets (physical assets, organizational 

procedures, and training that are specific to a particular supplier relationship) and relational 

norms (defined as consisting of flexibil i ty, information exchange, and solidarity) are shown to 
influence interfirm relationships, e.g. "relational norms determined the f i rm's ability to 
acquire control" (ibid.,p.42). Furthermore, the authors conclude "firms should stmcture 

relationships in a discriminating way, based on the characteristics of the situation in question. 
Firms should not pursue control as a goal on its own right, but only attempt to acquire control 

Adaptation is a concept with a long history in biology, and refers to the ways in which fit is brought about 
between living systems (cf., Hallén et al, 1991). Symbiosis can be regarded as the relationship between two 
living creatures of different species that live close together and depend on each other in various ways. 
20 <>jQA j s M a n a i y t i c a ] paradigm whose primary subject matter is the design of efficient governance 
mechanisms for supporting exchange." (Heide and John, 1992, p.33). In TCA, investments in adaptations 
correspond closely to the concepts of idiosyncratic investments and asset specificity (cf., Hallén et al, 1991). 
The key dimension of exchange is said to be presence of transaction-specific assets. The core of criticism 
towards this "analytical paradigm" draws on sociology and argues that exchanges enclose social aspects, in 
which for example opportunism may prevail, but is not necessarily the rule. The transaction cost framework 
draws on the behavioral assumption of opportunistic parties - i.e., parties with self-interest seeking with guile, cf. 
Williamson (1975) - and many authors argue that opportunism is the exception, rather than the rule (e.g., 
Chisholm, 1989; Granovetter, 1985; Shapiro, 1987 - as quoted by Heide and John, 1992, p.32). 
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when specific assets are at risk ( . . . ) The key is to be protected against abuse of control, and 

relational norms can serve the purpose" (ibid). 

Building heavily on the M P Interaction Model, Metcalf, Frear and Krishnan (1992) propose a 
theoretical model in which they highlight certain relationships among the interaction 

processes of social exchange, information exchange, product importance, co-operation, and 

adaptation (see figure below). 

Figure 2.15 Proposed Theoretical Model 
Source: Metcalf, Frear and Krishnan (1992, p.30) - Figure 1 

The authors tested the model empirically in the aircraft industry. The study provides 

substantial support as to the applicability of the IMP Group's conceptualization to the study of 

close relationships between buyers and sellers. Results indicated the fol lowing: 

- information and social exchange factors - "referring to the interpersonal relationships 

which exist between members of the buying and selling centers" (ibid., p.29)- serve as 

predictors of the degree of cooperation between buying and selling firms; 
- co-operation - i.e., "the extent that the work of buyer and seller is co-ordinated' (ibid., 

p.29) - was found to be a predictor of the willingness of either f i r m to adapt to the other. 

Adaptation, in tum, is defined as "the extent to which the buyer and seller make 

substantial investments in the relationship'''(ibid., p.29); 

- f inal ly , the product importance was found to affect the willingness of firms to adapt to 

each other. 

Wilkinson and Young (1994) question the use of the marriage metaphor (e.g., Guillet de 
Monthoux, 1975) used to characterize interfirm relations and propose instead a "dancing" 

analogy. It is argued that this analogy captures a wider range and diversity of relationships 
among firms. Relationships are characterized along two dimensions: cooperativeness and 
competitiveness. Four basic relationship modes are then possible: low cooperation and low 
competition; low cooperation and high competition; high cooperation and high competition; 

and low competition and high cooperation. The business dancing metaphor w i l l in tum make 
it possible to capture a larger range of types of interaction, i.e., variety of "dances"- each 
requiring a specific combination of coordination and competitiveness. 
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Möller and Wilson (1995, p.26) state: "Interaction process factors refer to the basic processes 
through which the exchange of resources is carried out and controlled. A t the most elementary 

level, buyer-seller interaction can be described through three basic processes: exchange, 

adaptation, and coordination (cf., Johansson and Mattsson, 1987; Ruekert and Walker, 1987; 

Möller and Wilson, 1988). The exchange process can be further divided into (1) exchange of 

resources and (2) social resources exchange." In their dyadic interaction model the fo l lowing 
are included: coordination process; resource exchange; social exchange; adaptation process. 

A recent contribution is Brennan and Turnbull's (1999) study on adaptive behavior in buyer-
seller relationships. A total of 13 buyer-supplier relationships were investigated, between six 

buyers and nine supplier companies. The f ield research showed an enormous variety of 

adaptive behavior taking place. The authors evaluate this adaptive behavior along the 

dimensions o f scale and formality (see Figure 2.16). 

Scale of adaptation 

Tactical Adaptation Strategic Adaptation 

Investment 
Political Deliberate decisions 

Ad Hoc Adaptation Emergency of Tacit 
Adaptation 

Socialization • Evolutionary 
Emergent decisions 

Minor Major 

Figure 2.16 Adaptation Process: Scale and Formality 
Source: Brennan and Tumbull (1999, p.486) - Figure 1 

The empirical evidence concerning adaptive behavior is then analyzed regarding: trast and 

commitment; the relationship age; and the relationship power-balance. Results revealed: 

• adaptations tend to increase levels of trust and enhance commitment to the relationship -

hence, supports previous findings (e.g. Hallén et al., 1991) - moreover, as trust and 

commitment grow, adaptive behavior is greater; 

• the age of relationship is a poor predictor of current adaptation activity; 

• power balance influences adaptive behavior - supports previous studies (e.g. Håkansson, 

1982). 

2.3.4 Studies With Focus on Outcome Factors 

"The end objective of organizations involved in an interorganizational relationship is the 

attainment of goals that are unachievable by organizations independently" 
(Vande Ven, 1976, p.25) 

Planned 
Formal 

Degree of 
formality 

Unplanned 
Informal 
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Many studies have focused on the consequences of the interaction processes. These can be 
termed as outcomes (cf., Anderson and Nams, 1984). However, it should be remarked when 

reviewing the studies that "outcomes" serve as inputs for further interaction - and 
relationships may develop, stagnate, terminate, be close or distant upon the variations of a 

wide array of intervening variables which may be enclosed in this group. 

In the interaction model proposed by Håkansson (1982), one of the main elements that 

describes and influences the interaction between buying and selling companies is the overall 

atmosphere o f the relationship. This atmosphere is described " in terms of the power-
dependence relationship which exists between the companies, the state of conflict or co

operation and overall closeness or distance of the relationship as well as by the companies' 

mutual expectations" (Håkansson, 1982 in Ford, 1997, p. 14). Hence, atmosphere is described 
through a group of intervening variables that both describe the results of previous interaction 

as well as the starting point for future interaction. As referred by Cunningham (1980, p.328), 
atmosphere "is a product of the relationship and i t also mediates the influence of the three 

groups of variables", i.e., interaction process; the parties; and the environment. 

A number of outcome factors are posited in Anderson and Nams' (1984) model of 
distributor's perspective of the working relationship. Among others, conflict, satisfaction, 

perceived dependence are defined within a channel-perspective. Under a dyadic perspective, 
the authors suggest that the outcomes (economic and social) that each f i r m obtains within an 

exchange relations "are judged relatively to the f i rm's own comparison level (CL) and 
comparison level for alternatives (CL alt) which are standards that represent, respectively, 

expectations of benefits f rom a given kind of relationship based on experience with similar 
relations, and the benefits available in the best alternative exchange relation" (Thibaut and 

Kelley, 1959 as quoted by Anderson, Håkansson and Johanson, 1994, p.9). 

Ford (1984) focuses on the relationship dimensions of commitment, adaptability, "distance" 
and conflict and the way they affect buyers' judgements of suppliers' technical and 

commercial skills. Ford's premise is that buyers' assessment of suppliers are closely 

associated wi th the assessment of the quality of the relationships that have been established by 
suppliers. Commitment is defined as "the importance that a seller (or buyer) attaches to its 

opposite number and is measured by its willingness to invest time and resources in its 
dealings with them" (ibid., p. 102). Adaptability is referred to be the "making of durable 
transaction specific investments" (cf., Williamson, 1979) and is reflected for instance in 

product modifications, or the joint establishment of a stock facility. "Distance" between buyer 
and seller is characterized by five distinct elements: (a) social distance - related to the 

unfamiliarity with each other working modes; (b) cultural distance - extent to which norms 
and values differ due to separate national characteristics; (c) technological distance -

differences between the companies' product and process technologies; (d) time distance -

elapsed between the placing of an order and the actual transfer of the product; and (e) 
geographical distance - or physical distance between the companies. A total of 196 responses 

f rom purchasing executives in five countries were analyzed. Results indicate that it is 
important to develop relationship management skills along these dimensions as an addition to 
providing adequate quality product, price, and delivery. 

Lewis and Weigert (1985) af f i rm that trust is an highly complex and multidimensional 
phenomenon which has distinctive cognitive, affective (emotional), and behavioral 
dimensions. The comparative strength of the rational versus the emotional bases of trast vary 
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depending on the situation, type of social relationships and system under consideration 

(Bonoma, 1976; Lewis and Weigert, 1985). From a cognitive view, Luhmann (1979) states 

"Familiarity is the precondition for trust as well as distrust, i.e., for every sort of commitment 
to a particular attitude towards the future" (as quoted by Lewis and Weigert, 1985, p.970). 

Hence, at a cognitive level, trust is manifested when individuals no longer need further proves 
or rational reasons for their confidence in the objects of trust. The emotional base of trust is 

complementary to the cognitive base. "This affective component of trust consists in an 
emotional bond among all those who participate in the relationship" (ibid., p.971). Regarding 

the third dimension - behavioral - , these authors a f f i rm that "Behaviorally, to trust is to act as 

i f the uncertain future actions of others were indeed certain in circumstances wherein the 
violation of these expectations results in negative consequences for those involved." (ibid.) 

This means that tmsting involves the undertaking of a risk. 

When relationships evolve certain ties or bonds develop linking the parties together (Wilson 

and Mummalaneni, 1986). These bonds can be economic or social in nature. These authors 
emphasize commitment as a social bond that can be created within a buyer-seller dyad. They 

state: "Commitment represents true vendor loyalty, for it involves the bond of 'attachment' to 

the source of supply (Jarvis and Wilcox, 1977). The variable of commitment has a 'future 
orientation' (Johnston, 1982) and is an important variable to consider in the context of long-

term relationships, for it refers to their stability (Johnston, 1978) as well as the enduring 
quality and durability (Kelley, 1983)." (Wilson and Mummalaneni, 1986, p.52) They further 

define commitment as: 

Commitment = Satisfaction + Investment - CI, , , 2 1 

In turn satisfaction results f rom the assessment of the relationship, specially the rewards and 

costs associated; i.e.: 

Satisfaction = Rewards - costs, and consequently 

Commitment = Rewards - Costs + Investment - Cl„„ 

The construct commitment is treated somewhat differently by Dwyer, Schurr and Oh (1987). 
They differentiate commitment in their relationship development process as a specific phase. 

For these authors, commitment "refers to an implicit or explicit pledge of relational continuity 

between exchange partners" (ibid., p.19). Based on Scanzoni (1979) they consider three 
measurable criteria of commitment: inputs; durability; and consistency. Inputs refer to the 

levels of economic, communication, and/or emotional resources that are provided by the 

parties. Durability - or durability of the association over time - is also required in committed 

relationships. Thirdly, the consistency with which the inputs are made to the association is 
also a relevant criteria. Inconsistency on the part of inputs "reflects low commitment and 

leads to a reduced reliance" (ibid., p. 19). 

Besides commitment, two other constmcts are considered critical to relationship 

development: trust and disengagement. They never actually explicitly define trust but rather 
use a statement by Sullivan and Peterson (1980, p.30): "... where the parties have tmst in one 
another, then there w i l l be ways by which the two parties work out difficulties such as power 

1
 C\ait is a construct derived from social exchange theory and stands for the perceived dependence of the buyer 

on the seller. For further clarification see also the Anderson and Narus (1984) model presentation in page 88 of 
this study. 
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conflict, low profitability, and so for th." Further, they aff i rm "As an outcome measure of 
dyadic interaction, the tmst scale developed by Sullivan et al. (1981; Sullivan and Peterson 

1982) has shown reliability and nomological validity. Its application to buyer-seller relations, 
especially interfirm relations (tmst as an organizational, vis-å-vis personal, facet), warrants 

careful evaluation", (Dwyer, Schurr and Oh ,1987, p.23). Regarding dissolution and 

disengagement their discussion is speculative (cf., ibid). 

Gadde and Mattson (1987) question the content of the "stability" concept usually emphasized 

as a basic characteristic of business relations in industrial markets. They argue that stability 

needs to analyzed beyond the temporal dimension of the number of years an on-going buyer-

seller relation has lasted. Stability has to be considered in the wider context of networks of 
relationships. They exemplify this by considering the adding of another supplier to the setting 
of a long-term relationship. They argue the "old" supplier-buyer relation is affected by this 
and although it is on-going - thus a stability in temporal terms is maintained - considerable 

changes may occur. 

The study by Spekman (1988) emphasizes the issue of collaboration as what is inherently 

holding relationships together. Collaboration is defined as "the process by which partners 

adopt a high level o f purposeful cooperation to maintain a trading relationship over time" 

(ibid., p.77). Mutual commitment and a balanced power relationship are essential to 

collaboration. Moreover, what differentiates collaboration f rom other kind of relationships is 
the way by which conflicts are handled. In short, Spekman states: "Collaboration is built on 
minimizing the destmctive potential of conflict, adopting communication and work patterns 

that leverage the strengths of the partners, and planning for the future" (ibid., p.78). 

Relationship continuity (Anderson and Weitz, 1989; Heide and John, 1990) and relationship 

commitment are two closely related constmcts (Achrol, 1991; Anderson and Weitz, 1992). 

The first is defined as the perceived continuity or growth in the relationship between two 

firms. The second is defined by Anderson and Weitz (1989, p.311) as "perception of the 

likehood that the relationship w i l l continue". 

Anderson and Nams (1990) have defined tmst in a working relationship as "the f i rm's belief 
that another company w i l l perform actions that result in positive outcomes for the firm, as 
well as not take unexpected actions that would result in negative outcomes for the f i r m " 

(ibid., p.45). Further these authors studied explicitly the construct cooperation, and the 
positive effects of tmst in cooperation. They define cooperation as "similar or complementary 
coordinated actions taken by firms in interdependent relationships to achieve mutual 

outcomes or singular outcomes with expected reciprocation over time" (ibid.). It is also 
argued that once tmst is established and by cooperating, i.e., by conducting coordinated, joint 

efforts, f irms w i l l attain outcomes that exceed those that each f i r m would achieve i f i t acted 
solely in its own best interests. It is also determined that tmst has a significant effect on 

satisfaction. 

Heine and Miner (1992) emphasize the development of tmst or commitment as precursors to 

cooperation. They identify four domains of potential cooperation: f lexibi l i ty , information 
exchange, shared problem solving, and restraint in the use of power. Their results show that 
(1) anticipated open-ended future interaction (i.e., extendedness); and (2) frequency of contact 
increase the chances for cooperative behavior. On the other hand, performance ambiguity -
dif f icul ty in evaluating the outcomes or products received f rom another party - decreases 

such chances. 
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Others, such as Han, Wilson and Dant (1993) focus more in practical aspects. They examine 

the state of practice that exits between buyers and suppliers so far as their relationships wi th 

each other are concerned. The fol lowing are investigated: 

1. Which are the main factors moving industrial buyers towards using fewer suppliers? 

2. Which are the characteristics of a good close long-term relationship? 
3. Which are the main advantages of a good close long-term relationship? 

4. Which are the problems of long-term relationships? 

A total of 41 companies, both in the supplier and buyer side were investigated. Purchasing 

agents f rom the buyer's organization and company salespeople f rom the supplier's 

organization were the selected respondents. Regarding the above mentioned questions, results 

showed that: 

1. Both buyers and suppliers perceived enhanced performance, purchasing cost reduction, 

and increased technical cooperation as the main factors moving buyers towards purchase 

f rom fewer suppliers. 

2. Consensus is found between buyers and suppliers responses. Mutual trust in the 

relationship and satisfactory exchange are the identified major characteristics of a good 

relationship. 

3. From the buyer's point of view, the main advantages were reliability of supply, improved 

schedules, lower product/production costs, and the ability to resolve conflicts 

satisfactorily. From the supplier's viewpoint, the following factors were identified as 

primary advantages: price/ production stability, enhanced marketing efficiency, optimal 

capacity planning, and customer orientation. 

4. The problems wi th long-term relationships regarding both suppliers and buyers concerned 

the possibility of better exchange alternatives in the future and future uncertainty due to 

over dependence. 

Finally, the authors remark that although companies tend to reduce their potential supplier 

sources, most industrial buyers avoid the sole sourcing as they consider over-dependence as a 

risk for abusive relationships. 

Another angle is pursued by Sriram and Banerjee (1994) as they assess the impact of E D I 

(Electronic Data Interchange) adoption on purchasing. Regarding a f i rm 's relationships wi th 

its suppliers, the study showed a reduction in the level of supplier performance monitoring. 

Moreover, it was found that E D I tended to promote long-term relationships which increased 

mutual tmst. 

Evans and Laskin (1994) propose a comprehensive model of effective relationship marketing. 

Relationship marketing is defined as "the process whereby a f i r m builds long-term alliances 
with both prospective and current customers so that both seller and buyer work toward a 

common set o f specified goals" (ibid., p.440). The proposed model consists of inputs 

(understanding customer expectations, building service partnerships, empowering employees, 

and total quality management); outputs (customer satisfaction, customer loyalty, product 

quality, and profitabili ty); and on-going assessment (consisting of customer feedback and 
integration). The model is then tested in the U.S. automated immunochemistry industry. 

Customer satisfaction, for instance, is defined in terms of how expectations have been met. 
Quality is defined through seven factors (leadership; information and analysis; strategic 
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quality planning; human resource use; quality assurance; quality results; and customer 
satisfaction). 

Ganesan (1994) argues that long-term orientation is a function of two main factors: mutual 

dependence and the extent to which they tmst one another. Retail buyers (124) and their 
vendors (52) are investigated. Based on Moorman, Zaltman, and Deshpandé (1992) tmst is 

defined as "the willingness to rely on an exchange partner in whom one has confidence" (as 
quoted by Ganesan, 1994, p.3). Thus, tmst is regarded "as a belief, a sentiment, or an 

expectation about an exchange partner that results f rom the partner's expertise, reliability, and 
intentionality" (ibid.). Tmst is also posited as a multidimensional constmct that encloses two 

distinct components: credibility and benevolence. The first is seen as the extent to which one 

partner believes that the other party has the required expertise to perform the job effectively 
and reliably. The second, is the extent to which one party believed that the other has 

intentions and motives beneficial to the first when new conditions arise (conditions for which 
a commitment was not made). 

The antecedents of tmst are: reputation; satisfaction (positive affective state based on the 

outcomes obtained f rom the relationship); experience; and perception of vendor's specific 

investments. In tum, the antecedents of dependence are: uncertainty (defined as the degree to 
which an individual or organization cannot anticipate or accurately predict the environment -

enclosing environmental volatility and diversity; and transaction-specific assets (which may 
create difficulties for the investing party). 

Morgan and Hunt (1994) are one of the few authors which explicitly define relationship 
marketing as " all marketing activities directed to establishing , developing, and maintaining 
successful relational exchanges" (cf., Blois, 1996, p.161). These authors also stress the 

importance of commitment and tmst in cooperative behaviors that lead to relationship 
marketing success. They base their definition of commitment in Moorman, Zaltman, and 

Deshpandé (1992, p.316) -i .e. , "an enduring desire to maintain a valued relationship". They 
define relationships commitment "as an exchange partner believing that an ongoing 
relationship with another is so important as to warrant maximum effort at maintaining i t ; that 

is, the committed party believed the relationship is worth working on to ensure that i t endures 

indefinitely" (Morgan and Hunt, 1994, p.21). Similarly to Ganesan (1994), tmst is 
conceptualized based on Moorman, Zaltman, and Deshpandé ' s (1992) definition. Tmst exist 

when one party has confidence in an exchange partner's reliability and integrity. Hence, the 
"willingness to rely" - enclosed in Moornam et al.'s definition - is absent f rom Morgan and 
Hunt's conceptualization of tmst. 

As Achrol (1991), Morgan and Hunt (1994) posit that tmst is a major determinant of 

relationship commitment. They further identify five major precursors of commitment and 

tmst: (1&2) relationship termination costs and relationship benefits - as directly influencing 
commitment; (3) shared values - as directly influencing commitment and tmst; (4 & 5) 

communication behavior and opportunistic behavior - as directly influencing tmst (and, 
through tmst, indirectly influencing commitment). 

Termination costs are "all expected losses f rom termination and result f rom the perceived lack 
of comparable potential alternative partners, relationship dissolution expenses, and/or 
substantia] switching costs." (ibid., p.23). Relationship benefits relates to the assessment of 
the parties on dimensions such as product profitability, customer satisfaction, and product 
performance. Shared values refer to the extent to which the parties have common beliefs 
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about behaviors, goals, and policies. A parallel wi th Heide and John's (1992) "norms" is also 

established as shared values entail the dichotomies of right and wrong, important and 

unimportant, and appropriate and inappropriate. Communication fosters tmst and is defined in 
accordance to Anderson and Narus's (1990) definition, i.e., "the formal as well as informal 

sharing of meaningful and timely information between f i rms" (ibid., p.44). Finally, 

opportunistic behavior is a concept derived f rom the transaction-cost literature and is defined 
as "self-interest seeking with guile" (cf., Williamson, 1975, p.6). 

Additionally to commitment and tmst, five other qualitative outcomes are posited by Morgan 
and Hunt (1994): (1) acquiescence - degree to which a partner accepts or adheres to another's 

specific requests or policies; (2) propensity to leave - perceived likelihood that a partner w i l l 

terminate the relationship in the (reasonably) near future; (3) functional conflict - or the 
conflicts / disagreements that are resolved amicably; (4) decision-making uncertainty - or the 

extent to which the parties have enough information to make key decisions and can predict 
the consequences o f such decisions; (5) cooperation - or the art of "work together" to achieve 
mutual goals. 

Gundlach, Achrol and Mentzer (1995) also focus on commitment as an essential part of 
successful long-term relationships. In their study commitment is said to have three 

components: an input or instrumental; an attitudinal; and a temporal dimension. First, i t 

encloses an affirmative action that creates a self-interest stake in the relationship. Second, 

attitudinally, there is an enduring intention to develop and maintain the relationship - by both 
parties. Third, inputs and attitudes brought into the relationship are only relevant i f they are 
consistent over time. 

Through data gathered through behavioral simulation these authors conclude that: "(1) the 

credibility of commitment inputs in exchange is positively related to the development of 
relational social norms, (2) and is positively related to long-term commitment intentions in the 

same time period, (3) relational social norms may be undermined by opportunistic conduct, 
and (4) the presence of relational social norms in one time period is positively related to 

commitment inputs and long-term commitment intentions in later periods, "(ibid. , p.78) 

Kalwani and Narayandas (1995) assess the impact of long-term relationships on the 
performance of supplier firms. Their results show that suppliers benefit f rom long-term 

relationships through differentially reducing the inventory holding and control costs -
comparatively to suppliers who adopt a transactional approach. 

Möller and Wilson (1995) propose that the outcomes of interaction can be viewed as 

organizational and can be divided in: bonds and performance outcomes. A number of 

constmcts are related to the bonds that are established among the parties. Examples include: 
tmst, commitment, shared values and norms, knowledge, economic bonds. The performance 

outcome is dichotomized into an effectiveness and efficiency aspect and a psychosocial 
aspects (e.g. satisfaction). 

More recently, Boles, Barksdale and Johnson (1997) argue that although considerable 

research as focused on determining the outcomes of relationships - (e.g. Morgan and Hunt, 
1994; Kumar, Scheer, and Steenkamp, 1995) - the examination of the potential effects of 

buyer-salespersons relationships has been neglected. Hence, they examine the effect of high-
versus low-quality relationships with a supplier salesperson (as rated by the buyer) on three 

buyer-related attitudes and/or intentions - i.e., (1) propensity to remain a customer; (2) 
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likelihood to give referrals; and (3) willingness to recommend his/her salesperson to other 
potential purchasers of the product. 

Based on Crosby, Evans and Cowles (1990), relationship quality is defined as "an evaluation 
of the personal and business ties linked to an interaction between a buyer and salesperson in a 

business setting" (Boles et al., 1997, p.249). The relationships illustrated in the figure below 

are examined and findings show that all the linkages are significant. Further, these authors 

that "relationship quality, rather than satisfaction, is perhaps the key issue in customer 

retention", (ibid., p.255) 

Referral ^  Relationship 
Quality 

^. Recommendation Relationship 
Quality 

i 
Repeat Business 

Figure 2.17 Three Rs of Quality Relationship Between Salespeople and Buyers 
Source: Boles, Barksdale and Johnson (1997, p.253) - Figure 1 

The role of tmst in vertical contractual relationships is specifically focused by Burchell and 

Wilkinson (1997). These authors, present and discuss the three dimensions of trast: (1) the 

meaning (substance) of trust ; (2) the role of trust; and (3) the process by which trust is 

established and maintained. 

The substance of trust is defined as "reliance on and confidence in the truth, worth, reliability, 

etc of a person or thing " (ibid., p.218). In a business setting this can be translated in the belief 
that the supplier can be relied upon to deliver on time the right quantity, and quality of the 

product or service; respectively, the customer can be relied upon to accept the delivery and 
abide to designated payment terms, etc. The role of trust is regarded as of reducing 
complexity and uncertainty in business relationships. Contractual, competence, and goodwill 

trast(s) are differentiated and all benefit operational efficiency. 

In the third dimension - how trast is fostered and maintained - calculative or self-interested 

trust is contrasted to personal or social trust. The latter is key in long-term relations and 
entails "a sharing of goals and expectations and the suppression of short-term self-seeking" 

(ibid., p.219). It is argued that all business relationships are by nature rivalrous and 
cooperative. As such, each has elements of immediate self-interest and of mutuality and 

reciprocity - the expected benefits f rom which are enhance by trust. 

Trust is also focused on by Doney and Cannon (1997). Similarly to Anderson and Naras 
(1990) they differentiate trust of a supplier f i r m (organization) f rom trust of a supplier's 
salesperson (individual). Trust is defined as "the perceived credibility and benevolence of a 

target of trust" (Doney and Cannon, 1997, p.36). The first dimension, credibility, lies on the 
expectancy that the partner's word or written statement can be relied upon. The second, 
benevolence, is "the extent to which one partner is genuinely interested in the other partner's 
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welfare and motivated to seek jo in gain" (ibid.). Further, these authors uncover f ive processes 

by which tmst can develop in business relationships: (1) calculative; (2) prediction; (3) 
capability; (4) intentionality; and (5) transference. These processes provide then insight into 

how tmst of a selling f i r m and salesperson are established in the industrial buyer-seller 
context. In Table 2.4 the five processes are summarized and links to factors hypothesized to 

developed supplier f i r m and salesperson tmst are delineated. Figure 2.18 provides the 
conceptual overview of their empirical study. 

Table 2.4 Trust-building Processes, Generic Drivers, and Factors that Invoke Each 

Process 

Trust-Building Process Generic Driver of the Factors that Invoke the Trust-
Process Building^Process 

Calculative: Trustor Costs are higher when a < > Supplier firm reputation 
calculates the costs and/or target makes larger and/or < • Supplier f irm size 
rewards of a target acting in relationship-specific , ' Supplier f irm willingness to 
an untrustworthy manner investments customize 

> Supplier firm confidential information 
sharing 

> Length of relationship with supplier 
f irm 

> Length of relationship with 
salesperson 

Prediction: Trustor Trustor learns more about < > Length of relationship with supplier 
develops confidence that the target through repeated firm 
target's behavior can be and broader experience ( • Salesperson likability 
predicted « Salesperson similarity 

> Frequent social contact with 
salesperson 

> Frequent business contact with 
salesperson 

> Length of relationship with 
salesperson 

Capability: Trustor assesses Evidence of the target's < > Salesperson expertise 
the target's ability to fu l f i l l ability to fu l f i l l its promises < > Salesperson power 
its promises 

Intentionality: Trustor Target's words and/or < > Supplier firm willingness to 
evaluates the target's behavior indicates concern customize 
motivation for the trustor < > Supplier firm confidential information 

sharing 
> Salesperson likability 

» Salesperson similarity 

> Frequent social contact with 
salesperson 

Transference: Trustor Identification of trusted < > Supplier firm reputation 
draws on "proof sources", sources closely associated » Supplier firm size 
from which trust is with the target • Trust of supplier f irm 
transferred to the target » Trust of salesperson 

Source: Doney and Cannon (1997, p.38) - Table 1 
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Characteristics of the Supplier 
Firm 
-Reputation; -Size 

Characteristics of the Supplier 
Firm Relationship 
-Willingness to customize 
-Confidential information sharing 
-Length of relationship 

r 
Characteristics of the 
Salesperson 
-Expertise; - Power 

) 

Characteristics of the 
Salesperson Relationship 
-Likability 
-Similarity 
-Frequent business contact 
-Frequent social contact 
-Length of relationship 

Buying 
Firm's 
Trust of 
Supplier 
Firm 

Purchase 
Choice 

Buying 
Firm's 
Trust of 

. Salesperson . 

Anticipated 
Future 
Interaction 

Control variables 
• Delivery performance 
• Relative price/cost 
• Product/service 

performance 
• Purchase experience with 

supplier 

Figure 2.18 Antecedents and Consequences of Trust of a Supplier Firm and Salesperson 
Source: Doney and Cannon (1997, p.39) - Figure 1 

The authors f ind that several variables influence the development of supplier f i r m and 
salesperson trast. Curiously, however, current supplier selection is not influenced by trust of 
the supplier f i r m or its salesperson. In their study, the key criteria for supplier selection are 

delivery performance and relative price/cost. Thus, it is concluded that trust operates as an 
"order qualifier", not and "order winner". Order qualifiers are "those criteria that a company 
must meet for a customer to even consider it as a possible supplier, whereas order winners are 

those criteria that win the order" (ibid., p.46). 

Nielson (1997) focuses on the role of "closeness" (or "intimacy") in industrial buyer-seller 

relationship. Closeness - as a component of atmosphere (as proposed by Håkansson, 1982) -

facilitates the interaction processes and exchange episode leading to beneficial outcomes. A 

causal model with a set of antecedent and outcome variables of closeness is proposed (see 

Figure 2.19). 
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Figure 2.19 Causal Model 
Source: Nielson (1997, p.444) - Figure 1 

The three determinants of closeness are: 

• supplier tmst in the customer-partner - "the belief that another company w i l l perform 

actions that result in positive outcomes for the f i rm, as well as not take unexpected actions 

that would result in negative outcomes for the f i rms" (as in Anderson and Nams, 1990, 

p.45); 

• relationship-specific assets - adaptations in products and plant equipment that are 

dedicated to the customer-partner; 

• commitment - concerns the future stability of the relationship or extendedness (as 

proposed by Heide and Miner, 1992). 

In this model, the degree of closeness is theorized and demonstrated to impact positively on 

the levels of information sharing and joint working. This, in tum, combine to determine the 
level of benefits achieved by the supplier. Information sharing includes, for instance, 

information connected to long-term planning and product-, production- and logistic-related 
issues. Joint working refers to firms engaging in combined decision making and problem 

solving in areas such as design of quality control and delivery systems, long-term planning, 
etc. Finally, benefits may include "improved quality, process performance and cost reductions 

(Kalwani and Narayandas, 1995) and access to sophisticated knowledge, reduced transaction 
costs and a "locked up" customer (Mandhavan et al, 1994)" (as quoted by Nielson, 1997, 

pp.448-449). 

Smith and Barclay (1997) assess relationship effectiveness based on two of its dimensions: 
perceived task performance and satisfaction. Perceived task performance is the extent to 

which the partners perceive that their relationship has been effective in realizing performance 

objectives - for example based on sales performance and customer satisfaction. In tum, 

satisfaction is defined based on Thibaut and Kelly (1959) and Anderson and Nams (1984) as: 
"a positive affective state resulting f rom the appraisal of all aspects of a working relationship 

relative to alternatives experienced or observed" (Smith and Barclay, 1997, p.5). 

Although in another context, Vuorinen, Järvinen, and Lehtinen (1998, p.379) discuss the 

concepts of efficiency and effectiveness. "Efficiency describes the degree to which an activity 
generates a given quantity of outputs with a minimum consumption of inputs, or generates, 

the largest possible outputs f rom a given quantity of inputs. Effectiveness, in tum, indicates 
the ability to attain a goal or a purpose." Hence, effectiveness relates the output to the goal(s), 
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whereas efficiency relates the output to the resources used (input). Efficiency is about doing 

things right and effectiveness is about doing the right things. 

Recently, Blois (1998) also focuses in the concept of trust and its importance in business-to-

business relationships. He argues for the value of analyzing developments within these 

relationships f rom a tmst point of view. This is said to provide additional insights that those 

gained f r o m adopting solely a power perspective. 

A rather comprehensive work on tmst in business relationships is Huemer (1998). The 

fundamental aspects of tmst in business relationships proposed by this scholar are illustrated 

in the figure below. 

ORGANIZATIONAL LEVEL 

PRODUCTION & 
DYNAMICS ^ 

/ ANTECEDENTS / \ ROLES 

/ i NATURE 1 
—j w 1 1 

PRECONDITIONS 

w 

Figure 2.20 Fundamental Aspects of Trust in Business Relationships 
Source: Huemer (1998, p. 146) - Figure 9.1 

Preconditions for tmst are e.g., risk, uncertainty, and vulnerability. Organizational tmst is also 
emphasized, i.e., inter-firm trast, and the need to differentiate this kind of trust f rom 
individual trust. Concerning the antecedents of trust, predictability and a positive reputation 

are found in literature, however, Huemer stresses expectations - for example, competence, 
openness, concern, and reliability (based on the trustor's perception of the trustee's abilities 

and motives/ intentions). 

The nature of trust is differentiated in strategic tmst and passionate trust. The first, the 
strategic view of trust is calculative, i.e., it is a trust based on confidence in the predictability 

of one's expectations, whereas the second, the passionate trust, emphasizes that social bonds 

between people are important for trust. Huemer (1998, p. 154) states that "as there is no 
consensus on the nature of trust, there is likewise no consensus on the outcomes of trust". 
Sti l l , he stresses regarding the roles of trust that different forms of trust may cause different 

types of commitment, and that co-operation is the most common outcome present in previous 
literature. Finally, the production and dynamics of trust emphasize on trust as a history 

dependent process. He also stresses that trust in an IMP perspective builds up through a 

historically dependent process. 
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Similarly, Seines (1998) emphasizes on trast. Drawing on numerous studies that focused 
essentially on trust - (e.g., Bialaszweski and Giallourakis, 1985; Anderson et al, 1987; 

Anderson and Weitz, 1989; Anderson and Naras, 1990; Moormann et al, 1992; Ganesan, 

1994; Morgan and Hunt, 1994; Doney and Cannon, 1997; Blois, 1998) - this author argues 
that both trust and satisfaction are core concepts in understanding the dynamics of how 

relationships evolve. He also addresses the complementary role of satisfaction and trust in the 

maintenance and enhancement of supplier-buyer relationships. 

Tikkanen, Alajoutsi järvi and Tähtinen (2000) also claim that the relational orientation calls 
for a more completed understanding of satisfaction. They argue that "there has been a lack of 

both a conceptual and a practical understanding of the processes and the forces that form and 
change perceptions of customer satisfaction" (ibid., p.375). Further, measured satisfaction or 
dissatisfaction does not reveal much about the reasons (i.e., critical incidents or "drivers") for 

it. Hence, their aim is to present a relational and contextual perspective on customer 

satisfaction and dissatisfaction in industrial markets. 

On the basis of three concepts, i.e.: the inner context of a buyer-seller relationship, the 
connected network of a buyer-seller relationship, and the outer context of the connected 

network, they argue for a more complex and multifaceted way to view the concept of 

satisfaction - that should be understood at each of the three proposed conceptual levels. 

2.4 This Study's Model of Analysis 

2.4.1 Introduction 

"Our ability to understand or 'account for' a certain phenomenon is governed 

largely by our choice of accounting scheme or conceptual framework. " 
(Thompson, 1967, p.101) 

In the preceding review of studies, I have, at least explicitly, kept my own standpoints out of 

the presentation. This is not the case in the fol lowing sections. The purpose here is to build a 
model appropriate for the study of the development of long-term relationships in the metal 
mining industry. This w i l l be done on the basis of the theoretical and empirical studies 

reviewed, indications f rom previous empirical research (such as the results of Study One of 

this thesis), and the research problem and research questions of this study. The main aim of 
this model is to make possible an integrated analysis of the key factors, constructs, and/or 
variables that affect and compose the development of long-term relationships in this setting. 

Conducting this exercise entails a selective process - to decide which variables and constructs 
are most pertinent and/or important, which relationships are likely to be most meaningful, and 

consequently what information should be collected and analyzed, at least at the outset. 

The literature review enclosed in this study's conceptual framework is by no means complete. 

However, its purpose is not to implement a state-of-the-art review of this f ie ld of research. 

Such task is too overwhelming to be undertaken within the scope of this study. Yet, although 

limited, this review has served the purpose of highlighting issues that allow the identification 

of key research issues and variables pertinent to the study of the development of long-term 

dyadic relationships in the metal mining industry. By evaluating the studies reviewed a 

number of considerations can be drawn. 
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"There seems to be a common set of constructs that is present in most models of 
the relationship process" 

Möller and Wilson (1995,p.54) 

First, i t is shown that a number of contextual variables - those that define the environment 

and situation in which interaction behavior takes place - affect the nature and dynamics o f the 

development of dyadic business relationships. This is not surprising. Bonoma, Bagozzi, and 

Zaltman (1978, p.53) state: "Behavior, of whatever kind, cannot be analyzed or explained 
independently o f the context in which it occurs". It is therefore necessary to enclose such 
variables in the analytical model of this thesis. 

Second, task related factors - i.e., variables characterizing the objects of interaction (product 
and/or service) - are also found to influence the interaction processes (e.g., the extent to 

which adaptations are made). Results f rom the previous study (Study One) have also indicated 
that perceived importance and complexity considerably affected the industrial buying 

behavior of mining companies. It is therefore important to include variables that characterize 
the objects o f interaction (i.e., capital equipment) in this study's model of analysis. 

Third, the interaction processes that characterize the relationships established need to be 

addressed in this study. These are composed by the processes necessary to carry out tasks that 
constitute the interaction. Long-term relationships have been defined in this study (chapter 

one of this study, p.76) as "an interdependent process of interaction and exchange occurring 
between at least two parties that entails a medium- to long-term perspective and a mutuality 

of interests". Hence, relationships are developed f rom interaction processes, i.e., relationships 
entail a series of actions and reactions executed by the parties involved. Thus the inclusion of 
the interaction processes is paramount in order to achieve this study's purpose. 

Fourth, the outcomes resulting f rom the interaction processes are core fo r the understanding of 

the evolvement of business relationships. Outcomes are the intended and unintended results 

that arise f r o m interaction. Outcomes should also be regarded as intervening variables in the 
interaction processes. Hence, outcomes should not be considered as results in the strict sense 

of the word. They are dynamic and serve as inputs for further interaction. For instance, tmst 
and satisfaction are core concepts in understanding the dynamics of how relationships evolve 
(cf., Seines, 1998). Thus, perceptions of satisfaction and tmst developed between interacting 
parties naturally influence future interaction processes, and so forth. 

In the next sections, the rationale that leads to the selection of factors relevant to accomplish 

the purpose of this study is put forward. Subsequently, an analytical model is build. 

2.4.2 Selection of Contextual Factors 

As mentioned earlier, during the review of studies that focus on contextual factors, there is no 
set of agreed-upon factors which compose the context of business relationships (e.g., Möller 

and Wilson, 1995). This is due partially to the different theoretical underpinnings which 
characterize interaction and relationships as a research field. However, there seems to be a 
certain agreement in the literature reviewed as to variables which should be considered in this 
conceptual area. As emphasized by many authors - e.g., Cunningham (1980), Håkansson 
(1982), Möl le r and Wilson (1988, 1995) - in order to be able to understand the business 
environment in which the focal relationship takes place, it is important to characterize: 
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the context of the buying organization, 
the context of the selling organization, and 

the common context of the focal relationship. 

Results f r o m the previous study, Study One, also indicate that these contextual factors are 
relevant in the setting under investigation - i.e., the metal mining industry. For example, 

regarding the context of the buying organization, environmental variables such as geological 
environment, global mechanisms of pricing of mineral commodities, technology, and 

exchange and inflation rates have already been identified as major determinants of metal 
mining companies' profitability. The context of the selling organization is certainly also 

influencing the development of the relationships. A t the company level, e.g., size, marketing 

strategy, can be expected to influence the development of the relationships established wi th 
the metal mining companies. Further, as to the common context of the focal relationships the 
previous study has provided indications that a domesticated market may be present (i.e., the 
number of players in the market is reduced and cooperative modes of interaction are 

preferred). Hence, these issues need to be enclosed within the scope of the present 
investigation as they are relevant for the understanding of the development o f the 

relationships. 

Variables commonly used to describe these contexts and selected within the scope of this 
study include: 

• Organizational parties characterization: size, stmcture, age, degree of centralization, 

objectives and strategies pursued (as referred by e.g., Håkansson, 1982; Campbell, 1985; 

Hallén et al., 1993; Möller and Wilson, 1995). 

• Demand dynamics: depicts the volatility of demand. Hence, indirectly it is implied an 
analysis o f the main exogenous contingencies that affect the demand of the products of the 

interacting organizations (e.g., Cunningham, 1980; Håkansson, 1982; Möller and Wilson, 
1988, 1995). 

• Market structure: includes the concentration of both buyers and sellers (number and type 
of f irms operating in an industry - which is an indication of the power balance o f 

dependence between the buying and supplying firms); the rate of change of the market 
(i.e., dynamism); and the number of alternative relationships available to any one f i r m 
( c f , Cunningham, 1980). This variable is used by many authors (e.g., Arndt, 1979; 

Håkansson, 1982; Campbell, 1985; Hallén et al, 1991; Möller and Wilson, 1995; Low, 

1996). Content analysis of the concept market stmcture reveals that it encloses the 
resource dependence / availability of alternative sources of satisfaction as referred by e.g., 

Bagozzi (1974), Håkansson (1982) or Hallén et al. (1991). 

The measures utilized to capture the contextual factors included in this study's investigation 
are depicted in the fol lowing table {Table 2.5). It is important to emphasize that these 

measures are not apprehended in a static way (cross-sectional), rather time is enclosed as a 
pertinent variable and historical data leading to the present states w i l l be enclosed. 
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Table 2.5 Measures Used to Capture the Contextual Factors 

Dimension Entity/ 
Variables/ 
Constructs 

Conceptualization / 
Characterization 

Measure Used 

Context of 
the buying 
organization 

The buying 
organization 

• Size Number of employees; yearly mine 
production. 

Context of 
the buying 
organization 

The buying 
organization 

• Age Foundation year until present. 

Context of 
the buying 
organization 

The buying 
organization 

• Production Yearly mine production (tonnes of mined 
ore). 

Context of 
the buying 
organization 

The buying 
organization • Objectives and 

strategies 
Explicit statements included in company's 
overall policy and views of respondents. 

Context of 
the buying 
organization 

The buying 
organization 

• Structure and 
centralization / 
decentralization 

Organizational chart and centralization of 
the sourcing function. 

Context of 
the buying 
organization 

Demand 
dynamics 

• Volatility of demand Assessment of the main exogenous 
variables that affect the demand of the 
products of the buying organization (as 
perceived by respondents). 

Context of 
the selling 
organization 

The selling 
organization 

• Size Number of employees; sales volume. 

Context of 
the selling 
organization 

The selling 
organization 

• Age Foundation year until present. 

Context of 
the selling 
organization 

The selling 
organization 

• Objectives and 
strategies 

Explicit statements included in company's 
overall policy and views of respondents. 

Context of 
the selling 
organization 

The selling 
organization • Structure and 

centralization / 
decentralization 

Organizational chart and centralization of 
sales marketing function (Sales and 
Marketing department). 

Context of 
the selling 
organization 

Demand 
dynamics 

• Volatility of demand Assessment of the main exogenous 
variables that affect the demand of the 
products of the selling organization (as 
perceived by respondents). 

Common 
Context of 
the Focal 
Relationship 

Market 
Structure 

• Concentration Number and type of buyers and sellers 
operating in the investigated setting (metal 
mining industry). 

Common 
Context of 
the Focal 
Relationship 

Market 
Structure • Dynamism Rate of change in the market (stability 

versus instability). 

Common 
Context of 
the Focal 
Relationship 

Market 
Structure 

• Resource dependency Number of alternative relationships 
available to any one f i rm. 

2.4.3 Selection of Task Factors 

At the core of the interaction processes between the buying and selling firms, exchange of 

object(s) take place. These can be products, services, development of complex systems, tum 

key plants, etc. The nature of the interaction processes is shown to differ considerably 
depending on the characteristics of the focal task, i.e., the task factors (e.g., Campbell, 1985; 
Hallén et al, 1987, 1993; Metcalf and Frear, 1993; Möller and Wilson, 1995). The base for 

the selection o f the task factors to include in this study is the fol lowing rationale: 

include task-related factors shown relevant by the previous study (Study One), and 

- include factors commonly indicated in the literature studies reviewed 
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The focus of this study concerns the exchange of capital equipment. Results f r om Study One 

have indicated that high product importance and complexity were attributed by the metal 

mining companies to their capital equipment purchases. These factors were found to highly 

influence the buying behavior of these organizations with regard to their capital equipment 

buying. Hence, they can be expected to influence the development of the relationships 
established between these companies and their suppliers of capital equipment. Monetary value 

was also found to influence for example the buying center composition (along the dimensions 
of size and vertical involvement). Further, literature refers to substitutability (Möller and 
Wilson, 1988, 1995) or switching costs (e.g., Campbell, 1985) as relevant task factors. A 

priori , substitutability can be expected to be an important factor due to the already mentioned 
domesticated nature o f the market. In view of the aforementioned, the fol lowing factors are 
selected and defined: 

• Monetary value: concerning the cost of the investment for the buying company / price of 
the equipment for the selling company. 

• Product importance: referring to the extent to which the organizations (buying and 
selling) l ink the purchase input / sales output to its salient goals - adapted f r o m Metcalf, 
Frear and Krishnan's (1992) definition. 

• Product complexity: regarding the usage complexity, technical performance ( c f , Möller 

and Wilson, 1988). Also adopted by e.g., Campbell (1985); Hallén et al, (1987),(1993); 

Möller and Wilson (1995). 

• Substitutability: refers to the availability of substitute products or processes (e.g., Möller 
and Wilson, 1995). Wi th in the scope of this definition, a parallel to the concept "switching 

costs" used by e.g., Will iamson (1979) and Campbell (1985) can be established. 

Additionally (and arguably), the characterization of the commonly implemented buying 

processes and selling processes are included in the task(s) characterization. Although not 
commonly explicitly included in interaction and business relationships models, their 

description can add to highlight certain issues pertinent to the task(s). For example, 

descriptions of buying processes and departmental involvement are encountered in the 
original IMP Group study (Håkansson, 1982 - e.g. case description by Marcel and Valla). The 

incorporation of these concepts w i l l only serve the illustrative purposes of enriching the 
understanding of both buying and selling activities commonly held by the companies. The 

buying process and selling process which w i l l serve as a theoretical reference, are: 

• The buying process proposed by Robinson, Faris and Wind (1967) which has eight 
buyphases defined: (1) anticipation or recognition of a need; (2) determination of 

characteristics and quantity; (3) description of characteristics and quantity; (4) search and 
qualification of potential sources; (5) acquisition and analysis of proposals; (6) evaluation 

of proposals and selection of supplier(s); (7) selection of an order routine; (8) performance 

feedback and evaluation. This buying process was previously reviewed and used in Study 

One of this thesis and found suitable to the investigation of the buying processes of capital 

equipment in the setting of the Swedish and Polish metal mining industries. 
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• The selling process proposed by Shapiro and Posner (1976) as it is referred by many as 
one of the most comprehensive and empirically tested models of the industrial selling 

process (cf., Persson, 1995). The process consists of eight steps: (1) opening the selling 

process; (2) qualifying the prospect; (3) developing the sales strategy; (4) organizing the 
justification; (5) making the presentation; (6) coordinating resources and personnel; (7) 

closing the sale; (8) nurturing the account relationship. 

The measures used to capture the task factors selected in this investigation are given in the 

fol lowing table. 

Table 2.6 Measures Used to Capture the Task Factors 

Dimension Entity/ 
Variables/ 
Constructs 

Conceptualization / 
Characterization 

Measure Used 

Task 
The product 
exchanged: 
capital 
equipment 

• Monetary value Cost of investment for the buying company 
/ price of the equipment for the selling 
company. 

Task 
The product 
exchanged: 
capital 
equipment 

• Product Importance Extent to which the organizations (buying 
and selling) link the purchase input / sales 
output to its salient goals (based on 
respondents' perceptions). 

Task 
The product 
exchanged: 
capital 
equipment 

• Product complexity Assessments of usage complexity and 
technical performance by the study's 
respondents. 

Task 
The product 
exchanged: 
capital 
equipment 

• Substitutability The availability of substitute products or 
processes to the parties. 

Buying of 
Capital 
Equipment 

The Buying 
Process 

Conceptual scheme which 
has eight buyphases 
defined 

Description of the buying process(es) 
commonly conducted by the metal mining 
organizations when buying capital 
equipment. 

Selling of 
Capital 
Equipment 

The Selling 
Process 

Conceptual scheme which 
has eight steps defined 

Description of the selling process(es) 
commonly conducted by the suppliers when 
selling capital equipment. 

2.4.4 Selection of Interaction Process Factors 

Relationships develop over time as a chain of interaction episodes, a sequence of acts and 

counteracts ( c f , Håkansson and Snehota, 1995, p.25). Interaction process factors "refer to the 

basic processes through which the exchange of resources is carried out and controlled" 

(Möller and Wilson, 1995, p.26). At the most basic level, there seems to be an agreement in 

describing buyer-seller interaction through three subprocesses: exchange, adaptation, and 

coordination (cf., Johanson and Mattsson, 1987; Ruekert and Walker, 1987; Möller and 

Wilson, 1988, 1995). Based on this, these processes are incorporated in this study's model of 

analysis: 

• Exchange processes: these are divided into exchange of resources and social resources 
exchange (cf., Möller and Wilson, 1995). Exchange processes are commonly described 
through "episodes" - referring to actions performed by the organizations or their 
representatives. In order to understand the dynamic nature of the interaction - enclosed in 

the scope of this study - a stream of episodes must be analyzed within the timeframe of 
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the relationship (i.e., related to the age of the relationship). Hence, the variable frequency 
of purchase is included (i.e., how often purchases/sales take place wi th in the framework of 

the relationship). This is referred by Hallén, Johanson and Seyed-Mohamed (1993) as 

delivery frequency. Social resources exchange encloses the information exchange -
mapped through the frequency of interpersonal contacts established (Håkansson, 1982) -

and the interpersonal relationships existing between members of the buying and selling 

centers (Metcalf et al, 1992). 

• Adaptation processes: referring to the "extent to which the buyer and seller make 

substantial investments in the relationship" (Metcalf et al, 1992, p.29). Hallén et al, 

(1991) argue that customer (and supplier) adaptations are indicated by three items: 
adaptations of product, production process, and stockholding (in the case of supplier) or 
adaptation of production planning (in the case of the customer). Examples include 

modifications of product specifications, product design, manufacturing processes, 
planning, delivery procedure, stock holding (Håkansson, 1982). The high relevance of the 

adaptation processes in the development of business relationships is ascertained by the 
many studies which investigate its role and consequences as an interaction process (e.g., 

Ford, 1980; Håkansson, 1982; Hallén et al, 1991; Metcalf et al, 1992; Brennan and 
Tumbull , 1999). A classification of potential adaptations is given in the table that follows: 

Table 2.7 Classification of Buyer-Seller Adaptations 

Supplier-based adaptations Customer-based adaptations 
Product Production process 

Production process Production planning 

Production planning Stockholding 

Stock levels and deliveries 

• Coordination processes: refer to the extent to which the work of the buyer and seller is 
coordinated (i.e., reflect good and effective functioning). According to Möller and Wilson 

(1995), this means, the extent to which mechanisms are developed to facilitate the control 
of the exchange processes (for instance rules and procedures, conflict resolution 
platforms). Håkansson (1982) relates this to the degree of institutionalization of the 

business between the companies. Examples given include the institutionalization of terms 
of trade, contact procedures and protocols. Hence, it relates to the emergence of various 

rules, formalization (or non formalization) of various standard operating procedures in the 

relationship. In short, coordination processes are viewed as the control and follow-up 
procedures related to the exchange and adaptation processes in the relationship. Finally, it 

should be remarked that adaptation and coordination processes are at times hard to clearly 

differentiate (cf., Håkansson, 1982). 

Based on the above conceptual discussion, the measures utilized to capture the interaction 

processes included in this study's investigation are depicted in the table below (Table 2.8). 
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Table 2.8 Measures Used to Capture the Interaction Processes 

Dimension Entity/ 
Variables/ 
Constructs 

Conceptualization / 
Characterization 

Measure Used 

Exchange 
Processes 

Exchange of 
resources 

• Stream of episodes Stream of exchanges of capital equipment 
between the organizations within the 
timeframe of the relationship (information 
regarding the age of the relationship is 
enclosed). The total value of business 
between the parties also provides a good 
indication of the exchanges. 

Exchange 
Processes 

Exchange of 
resources 

• Frequency of 
purchase 

How often exchanges of capital equipment 
have occurred. 

Exchange 
Processes 

Social 
resources 
exchange 

• Information 
exchange 

Mapped through the frequency of contacts 
established between the parties. 

Adaptation 
Processes 

Supplier 
adaptations 

• Product Adaptations Modifications of product specifications and 
product design (capital equipment) specific 
to the relationship. Technical assistance that 
is idiosyncratic to the relationship. 

Adaptation 
Processes 

Supplier 
adaptations 

• Production process 
and planning 

Adaptations in the planning and 
manufacturing process of capital equipment 
that is specific to the relationship. Adaptation 

Processes 

Supplier 
adaptations 

• Stocks and deliveries Stocks of spare parts and components, 
policies adopted by the supplier. 

Adaptation 
Processes 

Customer 
adaptations 

• Production process 
and planning 

Modifications in the production process and 
the planning of production at the metal 
mining companies that are idiosyncratic to 
the relationship. 

Adaptation 
Processes 

Customer 
adaptations 

• Stockholding Policies regarding suppliers' spare parts and 
components held by the customer. 

Coordination 
Processes 

Coordination 
mechanisms 

• Control and follow-
up procedures 

Mapping of the terms of trade between the 
parties (payment terms; delivery policies); 
emergent rules; need for formality. 

2.4.5 Selection of Outcome Factors 

As stated by Möller and Wilson (1995, p.32) outcome factors "describes the results produced 

by the dyadic interaction process in all other category of the factors". The complexity of this 
last grouping of variables has already been highlighted. The review of studies conducted in 

this smdy has lead to the identification of many key constmcts which result f r o m the 

interaction processes. Examples are: commitment, tmst, satisfaction, stmctural bonds, social 
bonds, cooperation, collaboration, closeness, control. Many of these constmcts are extremely 
complex. The fol lowing statement by Gundlach, Achrol and Mentzer (1995, p.79) is 
illustrative of this fact: 

"As the marketing paradigm shifts to one in which social determinants of 

behavior such as trust and commitment play an even more important role, 

researchers are going to be faced with the problem of dealing with very 

complex, overlapping, amorphous, and often ambiguous constructs. " 
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The selection of the factors which are incorporated in this study's model of analysis is related 

to the degree of relative importance attributed by different scholars. For example, tmst is 

widely recognized as a critical component of industrial buyer-seller long-term relationships 

(cf., Wilson, Dant and Han, 1990; Nielson, 1997). Wilson et al, (1990, p.7), for instance, 

maintains that mutual trast "by far was the most important factor that, according to both buyer 
and sellers, characterized a good relationship". Seines (1998) also affirms that both trust and 
satisfaction are core concepts in understanding the dynamics of how relationships evolve. 

Both these concepts are complex. Both the trust and satisfaction experienced between the 
parties in a relationship is closely related to the development of the relationship itself. Huemer 

(1998, p.91) claims that "trust in an M P perspective builds up over time through a 
historically dependent process" and affirms that different arguments exist on whether this 

concept (in the view of the M P approach) concerns the organizational level, or i f i t is strictly 

interpersonal. In this study, no clear standpoint is assumed regarding this issue, as these two 
levels (organizational and interpersonal) are regarded as closely intertwined. However, in this 

smdy i t is assumed that tmst involves predictability (at least a certain degree) and that it 
implies looking ahead - the parties in a relationship are confident that certain outcomes w i l l 
occur. More generically, satisfaction/dissatisfaction is viewed as the overall affective state 

towards the relationship. The assessment of this construct is naturally based on past 
experience and it can be expected that comparisons to past and current experiences f r o m 

alternative relationships are made and may function as comparison standards (Anderson and 

Naras, 1984). 

Taking into consideration the above discussion, these two constructs are included in this study 

and are defined as follows: 

• Satisfaction: concerns "a positive affective state resulting f rom the appraisal of all aspects 
of a working relationship relative to alternatives experienced or observed" (Smith and 

Barclay, 1997, p.5 - based on Thibaut and Kelly (1959) and Anderson and Narus (1984). 

• Trust: "the f i rm ' s belief that another company w i l l perform actions that result in positive 

outcomes for the f i rm, as well as not take unexpected actions that would result in negative 
outcomes for the f i r m " (Anderson and Nams, 1990, p.45). Put simply, i t reflects 

confidence in an exchange partner's reliability and integrity (cf., Wilson, 1996). 

This study deals with the development of long-term relationships. Hence, it can be expected 

that commitment is present (or has been) as an outcome. As referred previously, the variable 
of commitment has a 'future orientation' and is an important variable to consider in the 

context of long-term relationships, for it refers to their stability (Heide and Miner, 1992) as 
well as the enduring quality and durability (Moorman, Zaltman and Deshpandé, 1992; 
Morgan and Hunt, 1994). Hence, commitment refers to the future orientation of the 

relationship, a desire which leads to future interaction between the parties. W i t h regard to this 
concept i t is also interesting to investigate whether existing contractual mechanisms 

established between the parties ensure its durability (Dwyer, Schurr and Oh, 1987) and how 
these parties perceive how disengagement (i.e., the termination of the relationship) would 

affect them (ibid.). 

Further, it is certainly interesting to focus on how assessments of the effectiveness o f the 
relationship are made. How the parties assess performance related aspects in the relationship 

can be captured through this concept (Wilson, 1996; Smith and Barclay, 1997).Hence, 
drawing on these considerations and the relevance attributed to these outcomes in the 

reviewed studies, the fol lowing "outcomes" are considered: 
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• Commitment: reflected by an enduring desire to maintain a valued relationship (Moorman 

et al, 1992; Morgan and Hunt, 1994). Hence, it encloses the future orientation o f the 
relationship: "...an implicit or explicit pledge of relational continuity between exchange 

partners" (Dwyer, Schurr and Oh, 1987, p. 19). Parallel to this, perceptions of the effects 

of disengagement w i l l also be enclosed. 

• Relationship effectiveness: is defined as proposed by Smith and Barclay (1997) based on 
the dimensions of perceived task performance (the extent to which the partners has been 

effective in realizing performance objectives - for example based on sales performance 
and customer satisfaction) and satisfaction (as defined earlier). As mentioned by Wilson 

(1996) performance measurement includes the assessment of either party's satisfaction 
with the performance of the other, often measured on a number of tangible and intangible 
dimensions. Effectiveness indicates the ability to attain a goal or a purpose, and should be 

differentiated f rom the efficiency concept. Effectiveness relates the output to the goal(s) 

set for the operation, whereas efficiency relates the output to the resources used (input) 

(Vuorinen, Järvinen and Lehtinen, 1998). 

The fol lowing table highlights key aspects that arise f rom the former discussion and include 

the measures that have been used to capture the outcome factors. 

Table 2.9 Measures Used to Capture the Outcomes 

Dimension Entity/ 
Variables/ 
Constructs 

Conceptualization / 
Characterization 

Measure Used 

Outcomes 

Satisfaction/ 
dissatisfaction 

• Affective state 
towards the 
relationship 

Feeling towards the relationship resulting 
from an overall assessment of its 
development over time (perceptions of the 
respondents). 

Outcomes 
Trust • Belief that the 

business partner wil l 
perform actions that 
result in positive 
outcomes for the f irm 

Overall assessment of the goodwill of the 
counterpart; entails predictability and an 
evaluation of past interactions (perceptions 
of the respondents). 

Outcomes 

Commitment • Future orientation of 
the relationship 

Statements of how do the parties view the 
future of the relationship; the contracts that 
are established between the parties; and the 
effects that disengagement would have in 
any of the parties (perceptions of the 
respondents). 

Outcomes 

Effectiveness • Perceived task 
performance and 
satisfaction 

Assessment of either party's satisfaction 
with the performance of the other and 
overall relationship (perceptions of the 
respondents). 

2.4.6 Development and Change of Relationships 

As suggested by Van de Ven (1992) development of buyer-seller dyadic relationships can be 

either viewed assuming that business relationships develop in certain consecutive stages (e.g., 
Ford, 1980; Dwyer, Schurr and Oh, 1987) or as an evolutionary development without definite 
stages. As Palmer and Bejou (1994, p.495) state: "models of the evolutionary development of 
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buyer-seller relationships l i fe cycle have remained largely theoretical, with little empirical 

validation of the l i fe cycle concept". Even Ford which is one of the early proponents of 

evolutionary stages in order to characterize the process of establishment and development of 
relationship over time (Ford, 1980) states that "any such attempt to codify evolution runs the 

risk of being overly deterministic" (Ford, 1994, p.229). Wi th this in mind and attending to the 

mainly descriptive purpose of this smdy, the view of an evolutionary process without definite 
stages is adopted in this study. 

How to tackle the development - i.e., the dynamic sequence of changes over time (Van de 

Ven, 1992) - aspects of the relationships is not an easy task. The inclusion of time as a 
relevant variable adds complexity to the investigation. Time itself, sets a frame of reference, 

which directly affects the perceptions of change (cf., Van de Ven, 1992, p. 181). Van de Ven 
(1992) argues that research has to be designed accordingly. It is important to understand the 

context and events leading to the present venture being investigated. A way to do this is by 
conducting retrospective case history. Stil l , the main focus of the study should entail real-time 
research to capture the present "states" of what is being investigated (cf., Van de Ven, 1992, 

p. 181). Hence, retrospection is necessary to determine " i f and "what" changes occurred, and 
real-time research is needed to understand "how" these changes occurred. Hence, focus w i l l 

be given to the present state of the development of the relationships and what issues and 
events have lead to this state. The research design w i l l be developed and specified in the 
methodology chapter of this smdy. 

2.4.7 Emerged Model of Analysis 

The research problem of this study is mainly descriptive and was stated as: "How can the 

development of long-term relationships between buyers and sellers of capital equipment in the 

metal mining industry be described?". Subsequently, two research questions were formulated: 

• How can the interaction processes that occur between buyers and sellers of capital 
equipment in the metal mining industry be described? 

• What are the factors that most aid or hinder the development of the relationships 
established between the buyers and sellers of capital equipment in the metal mining 
industry? 

In order to be able to tackle and achieve the purpose of this study an analytical theoretical tool 

is built - based on the conducted literature review and aforementioned selection of factors. 

The model explains graphically the main things to be studied - the key variables, factors and 

constmcts - and the presumed relationships among them. The model is dynamic in its nature, 
meaning that the variables (e.g., the interaction processes and outcomes) at a given time are a 
function (at least in part) of the same variables at an earlier time. This model w i l l then be 
tested empirically within the setting of this study, i.e., the Portuguese metal mining industry. 
The model is depicted in Figure 2.21. A brief explanation is given. 

Four groups of variables are proposed to influence the development of buyer-seller long-term 

relationships. These are: contextual; task; interaction processes; and outcomes. Each of these 

groups is represented by a shadowed box. The relationships between these groups of variables 
are indicated by arrows. Contextual variables are proposed to influence all the other three 

groups. Interaction processes and outcomes are inserted in a wider box (represented by a 
broken line). The circled shadowed arrows reflect the dynamic nature of the interaction 

129 



processes and the outcomes. Each continuously influences the other. Indirectly, they also 

influence the way(s) task characteristics are assessed by both parties in the relationship 
(represented by the reciprocal arrow in black). 

Contextual Variables 
Organizational characteristics (size, 
structure, age. centralization, objectives & 
strategies) and demand dynamics within: 
1. Context of the Buying Organization 
2. Context of the Selling Organization 

Market structure (concentration: dynamism; 
resource dependency) within: 
3. Common Context of the Focal 

Relationship 

Task Characteristics 
1. Monetary value; product importance; 

complexity; substitutability 

1 
i i 

r 

2. Buying of 
Capital Equipment 
" Buying 

process 

3. Selling of 
Capital Equipment 
• Selling process 

1 
INTERACTION PROCESSES 

• Exchange processes 

• Adaptat ion processes 

• Coordinat ion processes 

"Affect" and "are affected" 

OUTCOMES 

• Satisfaction 

• Trus t 

• Commitment 

• Effectiveness 

Figure 2.21 This Study's Model of Analysis 
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Chapter 3 - Methodology 

3.1 Introduction 

This chapter outlines the methodological path of this study, i.e., specifies how the researcher 

went about in order to f ind out what is required in order to f u l f i l l this study's purpose. The 

issues addressed include the specification of the methodological approach, the selection of the 
research strategy, the presentation of the research methods utilized, and finally a discussion 

regarding the assessment of the study's quality criteria. As such, this chapter is sub-divided 
into four main sections: 

1. The qualitative research approach. The reasons underlying this choice are given. 

2. The research strategy (i.e., the blueprint used for achieving the purpose of the study) 

is provided. Case studies are selected as the appropriate strategy and its design is 
commented. 

3. The research methods. The tools utilized as means to achieve the purpose of the 
research are specified (i.e., the sampling procedures, the instruments for data 

gathering, the techniques of writing, and the analytical rationale and techniques). 
4. Assessment of quality criteria. The constmcts validity/credibility, external validity/ 

transferability; reliability/dependability; objectivity/confirmability are discussed. 

3.2 The Qualitative Research Approach 

"The 'choice of research practices depends upon the questions that are asked, 

and the questions depend on their context' (Nelson, Treichler and Grossberg, 

1992), what is available in the context, and what the research can do in that 

setting " 

Denzin and Lincoln (1994, p.2) 

The above statement clearly indicates that when choosing research approach i t is most 

appropriate to closely consider the questions asked. In this smdy, the research problem is 
descriptive and formulated as follows: 

"How can the development of the long-term relationships between buyers and sellers of 
capital equipment in the metal mining industry be described?" 

With an overview of literature as a basis, a conceptual framework for this study was presented 
(in the former chapter), leading to the development of an analytical model. Based on the 

gained theoretical knowledge a number of issues can be asserted: 

• The investigation of a complex phenomenon is at stake in this study; 

• a complex set of nested variables influence the buyer-seller interaction processes and 

its outcomes; 

• many of the variables and constmcts which form the theoretical basis of the study 

have multidisciplinary roots and some are ambiguous and amorphous in their 

conceptual definitions; 

• interaction involves human interaction and behavior; 
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• research focuses on informal and relatively unstructured linkages and processes 
involving organizations in dyadic relationships. 

In line with the above outlined, it seems appropriate to study the development of long-term 

dyadic relationships in their natural setting, attempting to make sense and interpret the 
phenomenon in terms of the meanings people bring to them. This is basically what qualitative 

researchers propose themselves to do (cf., Denzin and Lincoln, 1994; Marshall and Rossman, 
1999). 

Many scholars are proponents of qualitative research (Miles, 1979; Rudestam and Newton, 

1992; Denzin and Lincoln, 1994; Potter, 1996; Marshall and Rossman, 1999). Particularly 
when the purpose of the study encompasses a holistic view and the understanding of the 

phenomenon in its entirety, qualitative data commonly outruns quantitative data. For instance, 
Miles (1979, p.590) argues: 

"qualitative data are attractive for many reasons; they are rich, earthy, holistic, 

'real'; their face validity seems unimpeachable; they preserve chronological 

flow where that is important, and suffer minimally from retrospective distortion; 

and they, in principle, offer a far more precise way to assess causality in 

organizational affairs that arcane efforts like cross-lagged correlations." 

This study also encompasses the issue of temporality. Hence, to be able to access data f rom 

the past wi th a minimum of distortion, a qualitative approach is deemed most suitable. 

3.3 The Research Strategy 

Qualitative research is many times associated with case studies as a research strategy. 
Although this is the case in many studies, one should remark that the case study is not an 

implici t companion of qualitative research (Yin , 1981, 1994; Easton, 1995b). Case studies do 
not imply a particular type of evidence - qualitative or quantitative. Although it may appear 

dislocated, such a distinction should be emphasized. Hence, it is not the qualitative research 

approach that underlies the selection of case study as a research strategy. The arguments 
leading to the selection of case studies are given below. 

3.3.1 Case Studies 

This smdy is posited within the realm of social sciences research. Wi th in this realm, Y i n 

(1994) identifies f ive major research strategies: experiments, surveys, archival analysis, 
histories, and case studies. He further argues that the selection of any of these strategies 

depends on three conditions: 

1. The type of research question posed. 
2. The extent of control an investigator has over actual behavioral events. 

3. The degree of focus on contemporary as opposed to historical events. 
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It has already been emphasized that the context is an intrinsic issue that needs to be 
investigated when focusing on the development of dyadic business relationships. Y i n (1981, 

p.59) argues, "because the context is part of the study, there w i l l always be too many 

'variables' for the number of observations to be made, thus making standard experimental and 
survey designs irrelevant". In fact, the named strategies attempt to isolate the phenomenon 
f rom its context. This implies that they are refuted as appropriate to tackle the research 

problem of this study. 

The remaining three strategies are: archival analysis, histories, and case studies. Archival 
analysis relies on evidence that is commonly produced to f u l f i l l other purposes than the 

purpose at hand. Hence, it can be assessed that the selection of this strategy is inappropriate or 

at least can be deemed as insufficient. Histories are the preferred strategy when one deals wi th 
the past and there is no control or access to the events (cf., Y in , 1994, p.8). This is not the 

case in this study. Although access to past events is necessary, focus is given to the 

contemporary states that have arisen f rom such events. 

Case study research is a strategy that is achieving increased acceptance in academic research 

concerning business administration (cf., Gummesson, 1988, p. 13). According to Y i n (1994, 

p. 13) "a case study is an empirical inquiry that: 

• investigates a contemporary phenomenon within its real-life context, especially when 

• the boundaries between phenomenon and context are not clearly evident" 

An important advantage of case study research is formulated as follows by Valdelin (1974): 

"The detailed observations entailed in the case study method enable us to study 

many different aspects, examine them in relation to each other, view the process 

within its total environment and also utilize the researcher's capacity for 

'Verstehen'22. Consequently case study research provides us with a greater 

opportunity than other available methods to obtain an holistic view of a specific 

research project." 

(as quoted by Gummesson ,1988, p.76) 

In agreement wi th this view, Easton (1995b, p.476) affirms: 

"case research allows the researcher the opportunity to tease out and 

disentangle a complex set of factors and relationships, albeit in one instance." 

Due to the above mentioned characteristics, this research strategy is selected as the one which 

best serves the purpose of this study where context intrinsically plays a major role and a 

holistic view is compulsory. 

empathetic understanding 
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3.3.2 Case Study Design 

This study adopts what Yin (1994) has described as a multiple case, embedded design. The 
unit of analysis is the development of long-term dyadic relationships. The conceptual 
framework has allowed the identification of sub-units of analysis - enclosed in the analytical 
model. These are grouped in: contextual factors; task factors; interaction process factors; and 
outcome factors. Thus, the embedded design. Pettigrew (1990) also emphasizes the role of 
embeddedness when investigating change (intrinsic in development): 

"the key points to emphasize in analysing change in a contextualist mode, are 
first the importance of embeddedness, studying change in the context of 
interconnected levels of analysis" 

(Pettigrew, 1990, 269) 

However, Yin's warning concerning the pitfalls of embedded designs should not be taken 
lightly. This author suggests that care must be taken not to focus solely on the sub-units of 
analysis and fail to return to the case's unit of analysis. 

Multiple case designs are usually preferable to single-case designs. Essentially, this relies on 
the fact that the evidence gathered from multiple cases is often considered more compelling 
and make the overall study more robust (Yin, 1994; Johnston, Leach and Liu, 1999). 

A critical issue in this study's design is how to capture the development aspect of the long-
term dyadic relationships. Temporality adds complexity into the research design (cf., Halinen, 
1995, 1998). 

In this study, it has been posited that development of buyer-seller dyadic relationships is 
assumed as an evolutionary development without definite stages. This view is grounded in 
evolutionary theory whose pioneers are Lamarck (1744-1829), Darwin (1809-1882), Mendel 
(1822-1884), Gould and Eldridge (1977) - cf., Van de Ven and Poole (1995, p.514). The 
premise is that "as in biological evolution, change proceeds in a continuous process of 
variation, selection, and retention" (Van de Ven ,1992, p. 179). Development in turn is simply 
defined as the dynamic sequence of changes over time. Halinen (1995, p.545) argues that "in 
a buyer-seller context, evolutionary theory can be used to explain the process of relationship 
development". Hence, the main issue in this methodological discussion is how to capture the 
dynamic aspects of relationship development. 

The analytical model of this study has applied concepts which can themselves be defined in 
relation to time (e.g., adaptation processes, tmst, satisfaction). However, it is not the absolute 
time dimension which is the issue. As in Halinen (1995) as well as in Halinen and Tömroos 
(1995), the "development of relationships is viewed in relation to the processes occurring in 
relationships and the events in the context of the relationship, not in relation to the mere 
passage of time" (Halinen, 1995, pp.545-546). 
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Longitudinal studies with retrospective or real-time methodology are appropriate for studying 
time-related phenomena (Halinen, 1995). Pettigrew (1990) undertakes longitudinal research 
by means of comparative case studies. Time is captured through a combination of 
retrospective and real time analysis. The incidence of any of these type of data is - as might be 
expected - related to the focus of the research. For instance, Halinen (1995, p.546) states, "the 
reconstruction of histories over long periods of time makes the identification of continuities, 
different periods in the relationship development, recurrent cycles, and break points possible. 
Following events in real-time on the other hand tends to draw attention to the complexity of 
real-life events and to minor events and changes in the relationship". In this smdy, a 
combination of the two is pursued. 

Initially, the dynamic aspects of the development of dyadic relationships in this setting are 
caught through conducting a retrospective case history. This case history is necessary to 
understand the context and the events that give place to the current events and activities. 
Naturally, this approach entails limitations. As Van de Ven (1992, p. 181) refers, "time itself, 
sets a frame of reference which directly affects our perceptions of change". Hence it is 
obviously different to ask managers how real-time incidents and events affect them today, 
than ask them how past events have once affected them. 

Longitudinal real-time research is also conducted although restricted to a period of 
approximately one and a half years. Ideally, this period could be extended indefinitely (or at 
least as long as the relationship is enduring). However, this would present inherent problems 
for the researcher - particularly in a setting where long-term relationships can easily go 
beyond a decade (cf., Study One of this thesis). 

3.4 Research Methods 

Based on the nomenclature followed by Easton (1995b), research methods highlight the 
logical path followed in order to be able to ultimately answer a smdy's research problem. As 
referred by Potter (1996, p.65), "Methodologies and methods are not the same thing. 
Methodologies are strategies that lay out the means for achieving the goals of research, 
whereas methods are the techniques used in the service of achieving those goals. 
Methodologies are the blueprint; methods are the tools". Hence, in this section we are 
concerned with the tools utilized to conduct this investigation, i.e., sampling, the instruments 
used to collect evidence, constraints encountered during the investigation, and the techniques 
used for the analysis (techniques for writing and analytical rationale). 

3.4.1 Sampling: The Selection of Case Studies 

As explained earlier, this investigation is conducted through case study research with a 
multiple-case, embedded-design. The unit of analysis, phenomenon under study, or as referred 
by Miles and Huberman (1994), the case, is the development of long-term relationships in the 
metal mining industry. At this stage it is important to set the boundaries for collection of data, 
i.e., sampling. 

Miles and Huberman (1994, p.27) state that sampling in qualitative research involves two 
actions: 
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"First, you need to set boundaries: to define aspects of your case(s) that you 
can study within the limits of your time and means, that connect directly to 
your research questions, and that probably will include examples of what 
you want to study; 
Second, at the same time, you need to create a frame to help you uncover, 
confirm, or qualify the basic constmcts that undergird your study" 

The first boundary set was (as referred during the introductory chapter of this study) the 
purposive23 selection of the Portuguese metal mining industry due to the existence of 
appropriate cases and given organizational access. It should be stressed that access was also 
required on a longitudinal basis (real-time research was extended for more than a year -
between May 1999 and December 2000). As referred previously, the unit of analysis of this 
study is, by its very nature, dynamic, and longitudinal research is incorporated to tackle the 
intrinsic temporal dimension. Due to the significant time and resources required, longitudinal 
studies are rarely conducted in social science (Easton, 1995b). Further, implementation 
problems commonly occur to the researcher in the form of organizational access (e.g., Van de 
Ven, 1992). Hence, organizational access has been the core criteria for selection of the case 
studies. 

The Portuguese metal mining industry was found suitable due to the following issues: 

• This industry consists of two metal mining companies, large and experienced companies 
where an extensive amount of data pertinent to this study's purpose could be found; 

• relationships between buyers and sellers of capital equipment were prominent and had 
existed for many years; 

• historical material regarding the development of long-term relationships was available; 
• key informants could be identified and were willing to participate. 

Applying these criteria, the Portuguese mining industry is the selected setting for this study. 
As in other studies (e.g., Cunningham, 1980; Håkansson, 1982; Tunisini, 1997), the 
nationality of the researcher has influenced this selection and eased the problem of 
organizational access. 

Other purposive sampling criteria were also applied regarding the selection of the 
development of long-term relationships, or cases, under investigation. These were directly 
related to what was referred by Miles and Huberman as the second sampling action, i.e., the 
creation of a sampling frame that is guided by the research problem and conceptual 
framework. In this study, particularly by the emerged model of analysis. Hence, the logic 
underlying the selection of the multiple cases is based on conceptual grounds (cf., Miles and 
Huberman, p.29). This rationale is also in agreement with Yin (1994, p.46) as he argues that 
"Each case must be carefully selected so that it either (a) predicts similar results (a literal 
replication) or (b) produces contrasting results but for predictable reasons (a theoretical 
replication)." In this study, the second sampling logic is followed and the development of 
long-term relationships which tumed-out differently - in terms of their outcomes (as defined 
in the conceptual framework) and based on the perceptions of those involved - were sought. 

Purposive sampling is very common in qualitative studies. As stated by Miles and Huberman (1994, 
p.27) "Qualitative samples tend to be purposive, rather than random (Kuzel, 1992; Morse, 1989)". 
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This approach has been used previously in other studies. For example, Keep, Hollander, and 
Dickison (1998) also looked for the development of relationships which, at least on the 
surface, differed from one another. Perry (1998, p.793) is also a proponent of this sampling 
logic, he states: "In brief, for qualitative research like the case study methodology, the 
selection of cases is purposeful and involves using replication logic and largely depends on 
the conceptual framework developed from prior theory". 

Specifically, the procedures that lead to the selection of cases were the following: 

(1) Al l the metal mining companies in Portugal (i.e., SOMINCOR and BERALT, TIN & 
WOLFRAM) were contacted by telephone. The contact was taken with the respective 
mine production manager, as these were deemed to be those holding the functional 
position most appropriate to authorize (or not) the investigation and provide the necessary 
information. The nature and scope of the study were introduced and questions asked 
regarding the existence of long-term relationships between these companies and their 
suppliers of capital equipment; 

(2) Each of these companies were asked to name two relationships that were long-term and 
important for the company. Additionally, key informants had to be available and the 
perception of the outcomes (in terms of satisfaction or dissastifaction, and/or 
effectiveness/performance) differed - at least to a certain extent. These two conceptual 
constmcts, satisfaction and effectiveness/performance, were selected due to their 
perceptibility for the respondents. 

Based on this, each mining company selected two suppliers of capital equipment. Curiously, 
these were the same: ATLAS COPCO PORTUGAL and S AND VEK PORTUGAL (who acted 
until recently as TAMROCK's representative company in Portugal) . However, it should not 
be regarded as surprising that both companies selected the same suppliers as the supplier's 
market of capital equipment for mining is an extremely concentrated market in this country 
(both geographically and regarding number of actors). 

The number of long-term relationships - or cases - investigated is limited to four. This is due 
to the complexity of the focal phenomenon (and hence the wide array of variables enclosed in 
the scope of the smdy) and the fact that data is collected at both ends of the dyad. Brennan 
and Tumbull (1999) are in solid agreement with Wilson (1996) when arguing that "the 
collection of richer data, incorporating the perspectives of respondents from both ends of the 
dyad, would compensate for the necessarily smaller sample size involved" (as quoted by 
Brennan and Tumbull, 1999, p.482). This rationale is adopted in this study. 

Hence, the four cases regard the investigation of the development of the following dyadic 
relationships in the Portuguese mining industry: 

• Case 1: The long-term relationship between SOMINCOR and ATLAS COPCO 
PORTUGAL. 

• Case 2: The long-term relationship between SOMINCOR and SANDVIK PORTUGAL. 
• Case 3: The long-term relationship between BERALT TIN & WOLFRAM and ATLAS 

COPCO PORTUGAL. 
• Case 4: The long-term relationship between BERALT TEN & WOLFRAM and 

SANDVIK PORTUGAL. 
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3.4.2 The Empirical Investigation 

Issues pertinent to the gathering of evidence are addressed in this section. First, data 
collection methods are discussed and selected. Second, the constraints encountered during the 
empirical data gathering are presented. 

3.4.2.1 Data Collection Methods 

There is a wide array of data-gathering methods or techniques when conducting case studies. 
There also exists a great proliferation of terms in the literature and different authors mention 
different methods. For example, Potter (1996, p.95) states that, "the qualitative approach 
relies on three types of evidence-gathering methods: document examination, interview, and 
observation". Yin (1994) discusses data collection methods in terms of six sources of 
evidence: documentation, archival records, interviews, direct observations, participant 
observation, and physical artifacts. Marshall and Rossman (1999) argue that there are 
typically four methods for gathering information: (a) participation in the setting, (b) direct 
observation, (c) in-depth interviewing, and (d) analyzing documents and material culture. 

Although there is a wide proliferation of terms and ideas concerning the different methods, on 
one issue qualitative scholars appear to be in agreement, i.e., that qualitative researchers 
should strive to use as many data collection methods as possible. In this way, converging lines 
of inquiry are made possible, i.e., the process of triangulation is applied (Yin, 1994). This 
principle was followed throughout the empirical investigation of this study. The following 
discussion regarding the selection of data collection methods has as a departure point Yin's 
sources of evidence for case studies, as these encompass those methods commonly referred by 
the other authors. 

Documentation may assume many different forms, e.g., letters, memos, notes, articles, books, 
administrative documents. This source of evidence is very useful, especially as a mean to 
corroborate and augment evidence from other sources (cf., Yin, 1994, p.81). As mentioned by 
Potter (1996, p.96) "documents may provide confirmatory evidence and strengthen the 
credibility of the results of interviews or observations". Hence, documentation was selected as 
a data collection method to provide secondary evidence (i.e., evidence that was produced to 
serve other purposes than to serve the present investigation). Documentation examined 
included the organizations' websites, brochures, and other administrative documents such as 
proposals, investment budgets, production progress reports, and media articles written 
regarding the organizations. Raw material databases, information from the London Metal 
Exchange (LME), mining directories, and specific websites especially designed to serve the 
mining industry were also examined (e.g., www.infomine). 

Archival records include those documents and records that were produced in the past and are 
also utilized as a source of evidence in this study. As it has been referred, the investigation of 
the development of the long-term relationships will go as far back as the time of their 
initiation. Hence, archival records are deemed useful, especially regarding the gathering of 
secondary evidence needed to build the case history. Such records preserve the past and 
highlight how things happened and were perceived at that time. Records examined include 
administrative documentation such as proposals and bids, geological and historical studies 
regarding the buying organizations, and computerized information of metal prices. 
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Interviewing is "the technique of gathering data from humans by asking them questions and 
getting them to react verbally" (Potter, 1996, p.96). This is the technique in which qualitative 
researchers conducting case studies rely most on (Yin, 1994; Marshall and Rossman, 1999). 
In this investigation, interviews are the core source of primary evidence, i.e., the gathering of 
data obtained specifically and solely to serve this study's purpose. 

The development of the long-term relationships between the buyers and sellers of capital 
equipment encompasses interaction between humans which in turn induces organizational 
behavior and the development of relationships between the organizations. In this way, 
personal interviewing with key informants - i.e., persons within the organizations which 
detain the knowledge and necessary insights into the phenomenon under investigation -
becomes paramount. As mentioned by Yin (1994, p.84) "key informants are often critical to 
the success of a case study. Such persons not only provide the case study investigator with 
insights into a matter but also can suggest sources of corroboratory evidence". Hence, careful 
attention was given to the identification of key informants and other respondents in the buying 
organizations (SOMINCOR and BERALT TEN & WOLFRAM) and the selling organizations 
(ATLAS COPCO PORTUGAL and S AND VEK PORTUGAL). However, before specifying 
who the key informants and respondents of the study were, it is important to determine what 
type of interviews best served the purpose of the study. 

There are several ways of characterizing interviews. Yin (1994) refers to three types: (1) the 
open-ended nature (characterized by being essentially unstructured leaving the possibility to 
the respondent to respond freely and provide various insights); (2) the focused interview 
(characterized by following a semi-structured guide but still assuming a conversational 
manner); and (3) the structured type (characterized by entailing more structured questions, 
along the lines of a survey). Marshall and Rossman (1999) adopt Patton's (1990) 
categorization in three types: (1) the informal conversational interview; (2) the general 
interview guide approach, and (3) the standardized open-ended interview. Al l these types 
refer to in-depth interviewing. 

Marshall and Rossman (1999, p. 108) explain: "Typically, qualitative in-depth interviews are 
much more like conversations than formal events, with predetermined response categories. 
The researcher explores a few general topics to help uncover the participant's views but 
otherwise respects how the participant frames and structures the responses". This rationale 
was adopted and in-depth interviewing by means of focused interviews was conducted. Based 
on the study's model of analysis, two semi-structured interview guides (respectively for the 
buyers and the sellers of capital equipment) were prepared with largely open-ended questions 
(see Appendices 1 and 2). Few questions were of a "fi l l- in the alternative" nature, and these 
were designed essentially with the purpose of verifying facts obtained via other open-ended 
types of questions. 

Personal interviews were also preferred to telephone interviews. By using personal interviews 
human interaction is present and probing is made possible. However, some issues were 
tackled through telephone interviews. Hence, a combination was used but it should be stressed 
that the core of the primary evidence was obtained through personal interviews and telephone 
was used solely as a way to establish initial contacts and verify and/or add to facts that had 
been obtained through the personal in-depth interviews. 
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After outlining the type of interviewing conducted, the discussion returns to the specification 
of key informants, respondents, and number of interviews that took place in order to gather 
the evidence pertinent to the study. 

As referred earlier during the sampling procedures of the study, initial contact was taken (via 
telephone) with the mine production managers of the buying organizations. Their judgement 
induced the selection of the long-term relationships whose development is under 
investigation. A preliminary introduction to the main topics of the investigation - determined 
by the study's model of analysis (i.e., the contextual variables, the task characteristics, the 
interaction processes, and the outcomes) - were given. Further, the mine production managers 
were asked to designate those within the organization who were responsible for the co
ordination of the focal relationships or commonly had contact with the selling organization 
(counterpart in the dyad). Hence, this allowed these key informants to identify and designate 
those within their correspondent organizations who were most appropriate to answer and 
provide insights concerning the development of these relationships. 

In the buying organization SOMINCOR, several respondents were identified originating from 
different functional areas. A total of ten personal interviews and three telephone interviews 
were conducted. This was the organization in which the number of interviews was the 
greatest. This is due to the fact that it is a large organization (the number of employees is over 
1,000) and many departments are (and have been) involved in the development of the long-
term relationships with the suppliers of capital equipment. Hence, it was necessary to 
interview representatives from the production, maintenance, engineering, and sourcing 
departments, in order to attain a more thorough picture of the phenomenon. In order to do so, 
the researcher spent approximately one week at the mine site. Underground mine visits also 
allowed the researcher to see the capital equipment in action. Becoming acquainted with the 
working environment was not difficult since the researcher had once worked at this mine 
(between 1985 and 1988). As suggested by Eisenhardt (1989) and Pettigrew (1990) no more 
interviews were conducted when the incremental learning was minimal. This was noticeable 
through repetition, meaning, for instance, that the researcher herself was already acquainted 
with the descriptions of the phenomena provided by the study's respondents. 

At the buying organization BERALT, TIN & WOLFRAM, only the mine manager was 
interviewed personally (three times). Additionally, three telephone interviews with this 
respondent and two telephone interviews with a former processing plant manager (done solely 
in order to gather generic information about the organization) were conducted. This 
organization is presently small (the number of employees is 160), and has a highly-centralized 
character. Hence, the mine manager holds the responsibility for several functional areas. 
These include the mine production, mine maintenance, and engineering. Besides these areas 
of responsibility, he oversees the administrative procedures related to the buying of capital 
equipment and handles most of the contacts with the suppliers of capital equipment. Hence, 
he is the key informant of this study regarding the development of the long-term relationships: 
BERALT-ATLAS COPCO PORTUGAL and BERALT-SANDVIK PORTUGAL. This 
interviewee did not find it necessary to designate other informants as he could answer all the 
questions posed. In order to gather the necessary data, the researcher also spent a couple of 
days at the mine site. This fact contributes to enhanced social interaction which ultimately 
leads to the collection of richer data. The mining environment was also familiar from the time 
in which the researcher was an engineering mining student (during the early 1980s). 
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Regarding the selling organizations involved in the relationships (ATLAS COPCO 
PORTUGAL and SANDVTK PORTUGAL) the key informants were also the study's 
respondents, respectively the business manager and the managing director/business manager -
as this respondent held both functions. As in BERALT's case, these respondents did not find 
the need to designate other respondents as they were those in the organization who detained 
the pertinent information regarding the relationships and were able to respond to the questions 
posed when conducting the interviews. A total of three telephone interviews and five personal 
interviews were conducted with ATLAS COPCO PORTUGAL'S business manager, while 
three telephone interviews and three personal interviews were conducted with SANDVTK 
PORTUGAL'S managing director. Again, the number of interviews needed was determined 
by the amount of data gathered and, again, no more interviews were conducted when the 
incremental learning became minimal. 

Concerning the real-time data collection, it should be specified that two main data collection 
periods were undertaken: the first during July 1999 and the second during January 2000. 
Besides these, data was collected periodically- essentially through telephone interviews. 
These were initiated during May 1999 and went on through December 2000. Hence, the 
approximately one and a half year of real-time research that was previously mentioned during 
the case study design. 

The following table illustrates the map of interviews conducted and the functional areas and 
positions held by the interviewees: 

Table 3.1 Map of Interviews 

Company / 
Position 

SOMINCOR BERALT, TIN & 
WOLFRAM 

ATLAS COPCO 
PORTUGAL 

SANDVIK 
PORTUGAL 

Mine Production Manager (D + l (3)+ 3 
Mine Manager 
Former Processing Plant 
Manager 

(2) 

Head of Production 
Department 

1 

Head of Maintenance 
Department 

2 

Head of Sourcing 
Department 

1 

Head of Engineering 
Department 

2 + G) 

Production Engineer 3 + ( l) 
Business Manager (2) + 3 + ( l ) + 2 
Managing director / 
Business Manager 

(3)+ 3 

Total of Personal 
Interviews 

10 3 5 3 

Total of Telephone 
Interviews 

(3) (5) (3) (3) 

Note: The numbers in parentheses indicates telephone interviews 

To summarize, interviews were the core source of primary evidence of this study. A total of 
21 personal in-depth focused interviews were conducted together with 14 focused telephone 
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interviews. Also, documentation and archival records were used as means to augment the 
evidence and to corroborate the facts provided in the interviews. 

To finalize this discussion, the remaining sources of evidence - as proposed by Yin (1994) -
are briefly addressed. These are: direct observation, participant observation, and physical 
artifacts. 

Potter (1996) argues that direct observation and interviewing often show considerable 
overlap. In fact, it is hard to separate the insights gained from interviewing from those gained 
through observation (cf., Potter, 1996, p.95). Yin (1994) also argues that field visits create the 
opportunity for direct observations and that these can range from formal to casual data 
collection activities. Hence, following this rationale it can be contended that - at least to a 
certain extent - direct observations were used as a source of evidence during the mine site 
visits and the interviews. However, it should be emphasized that these observations never 
assumed a formal character and that field notes regarding direct observation were few. 
Furthermore, regarding the historical data of the phenomenon under investigation, observation 
is minimum (seeing some capital equipment items that had been previously purchased). 

On the other hand, participant observation (where the researcher actually participates in the 
events being studied) is directly refuted as an appropriate data collection method, as a 
fundamental assumption of this research has been to attain the participants' perspectives of 
the phenomenon and influence their views to the minimum possible. Physical artifacts were 
also deemed as unsuitable due to non-fitness to this study's scope. Physical evidence would 
not add to highlight the management's perceptions on the issues related to the development of 
long-term relationships which could not already have been tackled through observation. 

To finalize, it is remarked that a relatively extensive presentation of the data collection 
methods was needed in order to discuss and select all those that were used to gather this 
study's evidence (which is extensive by itself due to the phenomenon at hand). The principle 
of triangulation was followed. Essentially, the evidence was gathered through in-depth 
interviews. Direct observations were intrinsic during interviewing and mine site visits, but the 
relative importance of this method is considered as low. On the other hand, documentation 
and archival records were used to the extent found suitable (by the respondents and the 
researcher) as a mean to corroborate and augment the primary evidence gathered through 
interviewing. 

3.4.2.2 Constraints Encountered During Data Gathering 

Constraints found during the gathering of empirical evidence were few. This fact is essentially 
due to the willingness and cooperation given by the study's key informants and respondents. 
As mentioned, organizational access was conceived and a great deal of interest was shown by 
the companies involved to ease the data collection. 

The development of long-term relationships studied have different characteristics. The 
relationships established between the mining companies (SOMINCOR and BERALT, TIN & 
WOLFRAM) with ATLAS COPCO PORTUGAL were particularly enduring, 19 and more 
than 40 years, respectively. ATLAS COPCO PORTUGAL is the ATLAS COPCO Group's 
own sales subsidiary of capital equipment in this country, hence the fact that direct channels 
have been selected means that one and the same company has continuously had contact with 
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the buying organizations. Regarding the development of the relationships between SANDVIK 
PORTUGAL with the buying organizations, this has not been the case. 

Concerning sales of capital equipment, the company SANDVIK PORTUGAL has been the 
sales representative of TAMROCK in Portugal during the period between 1994 and mid-
1999. Therefore, although the companies have had a more enduring relationship (with regard 
to sales in other business areas), it is the development of the relationship while acting as the 
representative company of TAMROCK's capital equipment which is the focus in this 
investigation. Whenever found suitable by the respondents, data regarding time periods when 
other companies were TAMROCK's representatives, was also included. This adds to the 
complexity of the data gathered but enhances the understanding of the phenomena under 
investigation - i.e., the development of the relationship between the buying organizations and 
SANDVIK PORTUGAL - as this evolvement is shown to be intrinsically dependent on prior 
relationships with the other representatives. In order to better pursue the understanding of the 
influence of prior relationships in this study's cases, attempts were made to find suitable key 
informants in those organizations. However, this was not possible. 

The company which was representative of TAMROCK's equipment in PORTUGAL in the 
period prior to SANDVIK was QUENTAL PINTO BASTO. This company was the first 
representative of TAMROCK in Portugal and held this position between 1985 and beginning 
of 1994. During this year, the company went bankrupt and ceased to exist. At present, suitable 
respondents were not found and thus the data concerning this period is solely gathered from 
the perspective of the buying organizations (SOMINCOR and BERALT TIN & 
WOLFRAM). 

Another constraint encountered was the fact that SANDVIK PORTUGAL ceased to be 
TAMROCK's representative during mid-1999. This was due to major stmctural changes 
occurring in the company as a result of the merging of the SANDVIK Group with the 
TAMROCK Group. Paradoxically, as a result of this, the representation of TAMROCK's 
capital equipment is transferred to another company external to the newly formed SANDVEK-
TAMROCK Group. Al l of these stmctural changes naturally add to the complexity of the data 
gathered. However, these constraints resulting from the changing states inside SANDVIK 
PORTUGAL should not be regarded as a problem, but rather as enriching the study. As the 
phenomena under investigation is (as mentioned) by its very nature, dynamic, all these aspects 
are encompassed in this investigation. 

3.4.3 The Analytical Process 

Miles (1979, p.590) affirms, "the most serious and central difficulty in the use of qualitative 
data is that methods of analysis are not well formulated". In a work that is viewed by many as 
the guiding work on case study research (cf., Easton, 1995b, 1998), Yin (1994) provides many 
insights as to ways the analysis of case study evidence should be conducted. Essentially, 
Yin's views are adopted in this study. 

3.4.3.1 Case Description 

The empirical evidence attained in this study is extensive. Hence, the case studies' evidence 
needs to be integrated in a way which facilitates the identification of key relevant issues and 
eases the analysis. There are pitfalls in ways in which obtained data can be organized. One 
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such pitfall is the intensive efforts developed by many researchers in writing their cases as 
note-taking narratives from, for example, personal interviews (Yin, 1981). Instead, the case 
narrative should be organized along the substantive topics of the case study. These in tum are 
guided by the conceptual framework. Moreover, interview segments from different 
respondents on the same topics should be assembled and integrated (cf., Jick, 1979; Yin, 
1981, 1994). This study's case descriptions follow this rationale. The substantive topics (as 
put by Yin) are those identified in the analytical model: the context; the task; the interaction 
processes; and the outcomes. 

3.4.3.2 General Analytical Strategy 

This study's analytical model serves as the theoretical basis against which the empirical 
evidence is analyzed. This basically follows what Yin (1994) claims to be the general 
analytical strategy that relies on theoretical propositions. With this in mind, explanation-
building is then pursued. This study's purpose is mainly descriptive - the formulation of the 
research problem clearly states this. However, this doesn't mean that explanations are not 
sought. Search for explanations as to why long-term relationships have (or have not) 
developed in a certain direction are implicit in the smdy. Yin (1994, p . l 10) argues that "to 
'explain' a phenomenon is to stipulate a set of causal links about it". The establishment of 
causal links among the array of variables entailed in the analytical model is pursued - and this 
is best done through the analytical technique of explanation-building (cf., Yin, 1981; 1994). 
Yin (1981) uses the analogy of detective work when trying to solve a crime and suggests that 
this technique entails: 

• an accurate rendition of the facts of the case; 
• considerations of alternative explanations of these facts; and 
• conclusions based on the single explanations that are more congruent with the facts. 

In order to do so - and once the empirical evidence is reported in the cases, a within-case 
analysis is first conducted. This means that evidence from each of the four cases is analyzed 
utilizing the model as a basis. Results regarding each of the embedded sub-units of analysis 
are compared against the conceptual framework of the study. This follows what has been 
proposed by Yin (1994, p. 120) when affirming that "the appropriate analysis of the embedded 
unit of analysis should first be conducted within each case". 

Second, results from the four cases are compared against each other. Hence, a cross-case 
analysis takes place based on the patterns or explanations arising from the within-case 
analysis (for each single case at each embedded unit of analysis level ). When comparing 
these, the replication logic is followed. As it was previously mentioned during the outline of 
the sampling procedures of this study, the theoretical replication logic was used when 
selecting the cases (i.e., the cases were expected to produce contrasting results). This 
analytical procedure is also in line with Yin's (1994, p. 120) thoughts: "The patterns or 
explanations for each single case may then be compared across cases, following the 
replication mode for multiple cases." 

Finally, it is important to return and focus on the study's unit of analysis or "case" - the 
development of the long-term relationships. Based on the patterns and/or explanations arising 
from the within- and cross-case analysis at the embedded units of analysis level, an 
interpretative analysis at the case level is conducted. This is also done through the 
explanation-building analytical technique previously mentioned. The conclusions drawn from 
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this interpretative analysis at the unit of analysis level will become the conclusions drawn for 
the overall smdy. The figure presented next provides a flow-chart of the analytical process 
followed in the study: 

EVIDENCE 
CASE ONE 

EVIDENCE 
CASE TWO 

EVIDENCE 
CASE 

THREE 

EVIDENCE 
CASE 
FOUR 

12 
Within-case analysis 

(at each of the four embedded units of analysis level) 

Patterns or 
explanations for 
each single case at 
each embedded unit 
of analysis level 

IT 

Cross-case analysis of the patterns or 
explanations 

for each single case compared across cases 
following the replication logic 

(at each of the four embedded units of analysis 

Patterns or 
explanations for 
the multiple 
cases at each 
embedded unit 
of analysis level 

I 
Interpretative analysis of the results 

through explanation-building 
(at the unit of analysis level) 

Figure 3.1 The Study's Analytical Process 

3.5 Assessment of Quality Criteria 

Regarding qualitative studies, there is no sole agreed-upon set of standards for judging the 
quality of research. As mentioned by Potter (1996), there is a variety of thinking about 
standards or quality criteria applied to qualitative research. There are scholars who argue that 
quality standards can never be developed as this research relies on the human mind that 
subjectively constmcts reality. Hence, "Because there is no objectivity, we should not expect 
all qualitative researchers to see the same thing (reliability) in the phenomenon. And if one's 
perception of tmth is any better than any one else's, then there can be no tmth standard for 
judging validity" (Smith, 1984 as quoted by Potter, 1996, p. 192). 

On the other hand, there are many scholars that strive for shared standards when judging 
qualitative research (e.g., Marshall and Rossman, 1989; Lincoln and Guba, 1990; Miles and 
Huberman, 1994). Many of the criteria proposed are based on the four criteria used to assess 
the quality of conventional positivistic social science, i.e., internal validity; external validity; 
reliability; and objectivity. The following table summarizes criteria proposed by some authors 
and establishes a parallel to the aforementioned criteria. 

145 



Table 3.2 Quality Criteria in Qualitative Research 
Conventional 
Positivistic 
Criteria 

Marshall & 
Rossman (1989) 

Lincoln & 
Guba (1990) 
(Trust
worthiness) 

Yin (1994) Miles & Huberman 
(1994) 

internal Validity: 
the degree to 
which findings 
correctly map the 
phenomenon in 
question 

Truth Value: 
the extent to which the 
findings are accurate 

Credibility: 
an analog to 
internal validity 

Construct Validity: 
establishing correct 
operational 
measures for the 
concepts being 
studied 
Internal Validity: 
(for explanatory or 
causal studies); 
establishing causal 
relationships 

Internal Validity / 
Credibility / 
Authenticity: 
Do the findings of 
the study make 
sense? Are they 
credible to the 
people studied and 
to readers? Do we 
have an authentic 
portrait of what we 
are looking for? 

External Validity: Applicability: Transferability: External Validity: External Validity / 
the degree to 
which findings 
can be 
generalized to 
other settings 
similar to the one 
in which the study 
occurred 

the extent to which 
findings are 
generalizable to 
another setting or 
group of people 

an analog to 
external 
validity 

establishing the 
domain to which a 
study's findings can 
be generalized 

Transferabilitv / 
Fittinsness: 
degree to which the 
conclusions of a 
study have any 
larger import 

Reliability: Consistency: Dependability: Reliability: Reliability / 
the extent to 
which findings 
can be replicated, 
or reproduced, by 
another inquirer 

the extent to which 
findings would be 
replicated if the study 
were conducted with 
the same participants 
in the same context 

an analog to 
reliability 

demonstrating that 
the operations of a 
study - such as the 
data collection 
procedures can be 
repeated, with the 
same results 

Dependabilitv / 
Auditabilitv: 
degree to which the 
study is consistent, 
stable over time and 
across researchers 
and methods 

Objectivity: Neutrality: Confirmabilitv: Obiectivitv / 
the extent to 
which findings 
are free from bias 

the extent to which the 
findings are reflective 
of the subjects and the 
inquiry itself rather 
than researcher's 
biases or prejudices 

an analog to 
objectivity 

Confirmabilitv: 
degree to which the 
findings are free 
from 
unacknowledged 
researcher biases 

In line with the quality criteria proposed, scholars also propose tactics that researchers should 
follow in order to abide to these criteria. Marshall and Rossman (1999, pp. 196-1997) mention 
that in order to assure the quality of their work researchers should: (1) provide explicitly and 
in detail the design and methods of the smdy; (2) make explicit and rigorously argue for the 
study's research questions and the data's relevance; (3) situate the study in a scholarly 
context; (4) keep records. Potter (1996) argues that internal validity can be tested by checking 
the accuracy of the data gathered with the subjects and by using triangulation. Miles and 
Huberman (1994) also suggest that internal validity can be tested through the use of 
triangulation and by testing whether the conclusions were considered to be accurate by 
original informants. In a more systematic way, Yin (1994) outlines the following case study 
tactics (given in the table below): 
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Table 3.3 Case Study Tactics for Four Design Tests 
tests case study tactic phase of research in 

which tactic occurs 

Construct validity 
- use multiple sources of evidence 
- establish chain of evidence 
- have key informants review draft case 

smdy report 

data collection 
data collection 
data collection 

Internal validity 
- do pattern-matching 
- do explanation-building 
- do time-series analysis 

data analysis 
data analysis 
data analysis 

External validity - use replication logic in multiple-case 
studies 

research design 

Reliability - use case study protocol 
- develop case study data base 

data collection 
data collection 

Source: Yin (1994, p.33)- Figure 2.3. 

Regarding this study, a number of measures were taken in order to assure its quality. As to 
construct validity/credibility all three of the tactics proposed by Yin (1994) were followed. 
Multiple sources of evidence were used (interviews, documentation, archival records and to a 
lesser extent direct observation). Hence, the principle of triangulation is followed. Also, a 
chain of evidence is maintained. The data is presented in a way which is linked to the 
developed model of analysis and the measures are found to reflect the concepts and variables 
specified in this model. Further, key informants in the organizations were asked to review the 
case reports and assess whether these were accurate. The fact that access was eased and 
respondents demonstrated interest and cooperation in this study highly contributes to its 
credibility. Moreover, the researcher has an intrinsic pre-understanding of this line of industry 
with a background as a mining engineer and having worked and been well-acquainted with 
the mining environment. Authors such as Carlson (1983) and Gummensson (1988) have 
argued for the value of pre-understanding when conducting research. 

Concerning external validity/transferability, there are limitations as to its generalizability. 
One cannot affirm conclusively that the study's findings are transferable to other settings 
which are in some way similar to the setting of the Portuguese mining industry. However, 
theoretical-connected inferences to other settings can be drawn. In this way, this study's 
findings can provide good indications and guidelines as to issues which are pertinent to study 
and analyze in other similar settings. This in line with what Firestone (1993) calls analytical 
transferability (or theory-connected transferability) - as referred by Miles and Huberman 
(1994, p.279). 

With regards to reliability/dependability, Yin's tactics were also followed. Both a case study 
protocol and records were kept. The research methods are also thoroughly outlined and peer 
reviews were made throughout the study's implementation. It is however difficult to assert 
whether another researcher would reach the same conclusions. In qualitative research, the 
researcher herself is an instrument, and thus interpretation is always biased - at least to a 
certain extent. However, great care was taken in outlining the procedures of this study and 
meaningful interpretations were made explicit. These issues are also connected to the criteria 
of objectivity/ confirmability. Again it is emphasized that the study's methods and procedures 
were clearly outlined, conclusions are explicitly linked to the empirical data whose 
presentation is guided by the model of analysis. Further, the study's data has been retained 
and is available for reanalysis by others. However, according to many qualitative scholars 
objectivity is not a relevant criteria to measure the quality of qualitative research (Potter, 
1996). Individuals perceive things differently and "we should not expect all qualitative 
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researchers to see the same thing (reliability) in the phenomenon" (Smith, 1984 as quoted by 
Potter, 1996, p. 192) 

3.6 Summary 

The methodological path pursued in this study is illustrated in the figure below. 

"How can the development oi long-term relationships between 
buyers and sellers of capital equipment in the Portuguese 

meta! mining industry be described?" 

Research 
Approach 

Research 
Strategy-

Research 
Methods 

The 
Qualitative 
Research 
Approach 

Multiple-
Case Studies 

with 
Embedded 

Design 

Sampling: Purposive sampling with 
theoretical replication logic 

Data Collection Methods: 
In-depth interviews (and enclosed 
direct observation) 
Documentation and Archival 
Records 

Analytical Process: 
Case narrative organized along 
topics identified in the model of 
analysis 
Within-case analysis (at the 
embedded units of analysis level) 
Cross-case analysis (at the 
embedded units of analysis level) 
Interpretative analysis (at the 
unit of analysis level) 

7ST 

Quality Criteria:  
construct validity/ credibility; external validity/transferability; 

reliability/dependability: objectivity/ confirmabilitv 

Figure 3.2 The Study's Methodological Path 
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Chapter 4 -The Empirical Evidence 

4.1 Introduction 

The empirical evidence concerns the four cases of development of long-term relationships in 
the Portuguese mining industry: 

• Case One: SOMINCOR - ATLAS COPCO PORTUGAL 
• Case Two: SOMINCOR - SANDVIK PORTUGAL 
• Case Three: BERALT - ATLAS COPCO PORTUGAL 
• Case Four: BERALT - SANDVTK PORTUGAL 

The case narrative is organized around the substantive topics or groups of variables identified 
in the conceptual framework. These are the contextual variables; the task characteristics; the 
interaction processes; the outcomes. The four cases are those illustrated in the figure below: 

s? —' ; 1—"~—~~~— -

f \ 

Lesend: 

Buying organizations 

Selling organizations 

Figure 4.1 The Four Cases of Development of the Business Relationships 

The four cases reflect the development of the long-term relationships between two buying 
organizations and two selling organizations. First of all, the contextual variables are 
addressed. As determined in the study's model of analysis in order to characterize the contexts 
of the buying and selling organizations it is important to provide: 

149 



(a) The organizational parties characterization in terms of size and age; 
(b) The major external contingencies that affect the demand of the products of the parties; 
(c) Organizational parties' objectives and strategies for the future. 
(d) Characterization of the sourcing/purchasing departments (respectively sales and 

marketing departments) in terms of centralization and stmcture. 

As to the common context of the focal relationship, this is defined in terms of the prevailing 
market stmcture. Secondly, the task characteristics - i.e., specification of the monetary value, 
importance, complexity, and substitutability of the capital equipment exchanged between the 
parties - are outlined. Additionally, the buying activities (respectively selling activities) that 
the organizations commonly carry out in order to purchase (respectively sell) capital 
equipment are given. Thirdly, the interaction processes (exchange, adaptation, and 
coordination) that have taken place between the parties are described. Fourthly, the perceived 
outcomes of the relationships are put forward. 

There is empirical evidence which is common to more than one studied development of 
relationship - for example, the context of the buying organization SOMINCOR in both the 
focal relationships SOMINCOR-ATLAS COPCO PORTUGAL (Case One) and 
SOMINCOR-SANDVIK PORTUGAL (Case Two). Another example is SANDVIK 
PORTUGAL'S organizational context in Case Three and Case Four. It is remarked that issues 
which are common to more than one relationship will not be repeated in text. Wherever found 
suitable, a reference is made to the previous section where these issues have been previously 
addressed. 

4.1.1 Brief Ref erence to Mining Terminology 

A brief reference to a certain mining terminology that is used in the cases is presented. With 
this, it is intended to provide the reader a better understanding of certain terms that are 
commonly used by the respondents and those active in this industry. 

The research problem of this study has been formulated in the following way: 

"How can the development of long-term relationships between buyers and sellers of 
capital equipment in the metal mining industry be described?" 

Hence, focus is given to capital equipment as the product exchanged between the dyad. 
Further, the type of capital equipment supplied by both of the selling companies under 
investigation in this study are essentially machines that are used in underground mining 
operations. In a simplified form, the different operations and associated equipment utilized in 
a mining production cycle are represented in Figure 4.2. 
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Drilling 
performed by 
drill rigs/ 
Jumbos. 

Topography (to 
prepare for new 
cycle) 

Rock reinforcement 
performed by rock 
bolting rigs (rock 
bolters) 

Scaling with scaling 
rigs (for stabilizing 
the face from loose 
rock/ore) 

4L 

Charging performed 
by equipment for 
mechanized 

explosives charging. 

Blasting 
(detonating 
explosives) 

Ventilation 
to clean the 
air 

Loading the rock 
performed by loaders 
and transportation 
with trucks. 

Figure 4.2 A Simplified Representation of a Mine Production Cycle 
Source: Adapted from http://www.sandviktamrock.com/applications 

The simplified representation of the mine production cycle serves solely for the illustrative 
purpose of enhancing the importance of capital equipment for the running of underground 
operations. This should be kept in mind when going through this study's empirical evidence. 
Further, a table is elaborated with terminology commonly used throughout the cases. 

Table 4.1 Mining Terminology 
Term Meaning 
Bit The part of a tool that cuts or grips when twisted (usually used as the tip - pointed 

edge - of a drilling rod) 
Blasting The process of detonating explosives to loosen rock for excavation. 
Complex ore An ore containing a number of minerals of economic value. The term usually implies 

there are metallurgical difficulties in liberating and separating the valuable minerals or 
metals. 

Concentrate A fine, powdery product of the milling process containing the valuable metal(s) or 
minerals and from which most of the waste material in the ore has been eliminated. 

Copper A red-brown metal and element. Copper is one of the most useful economic metals. 
Major uses of copper are in electrical services, household plumbing and various 
alloys. 

Curative 
maintenance 

The act of serving the equipment after malfunctions have occurred. 

Deposit An informal term for an accumulation of mineral(s) or other valuable geological 
material of any kind or origin. Such a deposit does not qualify as a commercially 
minable or body or as containing ore reserves, until final legal, technical, and 
economic factors have been resolved. 

Drill rig / 
Jumbos 

Type of capital equipment used for drilling holes in rock that will be blasted. 

Drill rod A section of threaded pipe used for drilling. 
(continues in the next page) 
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Term Meaning 
Environmental 
impact study 

A written report, compiled prior to a production decision, that examines the effects 
that proposed mining activities will have on the natural surroundings of an 
exploration property. 

Face The end of a drift, crosscut or stope in which work is progressing. 
Functional 
reliability 

The ability of a type of equipment to consistently with quality perform its functions. 

High grade Rich ore. As a verb, it refers to selective mining of the best ore in a deposit. 
Jackhammer Term for rock-breaking pneumatic hammer or rock drill. 
Level A horizontal tunnel or drift in an underground mine. 
London Metals 
Exchange 

A major bidding market for base metals, which operates daily in London. 

Metric tonne Equal to 1.102 standard short ton (U.S.). 
Mineral A naturally occurring homogeneous substance having definite physical properties 

and chemical composition and, if formed under favorable conditions, a definite 
crystal form. 

Ore A mixture of ore minerals and gangue from which at least one of the metals can be 
extracted at a profit. 

Orebody A natural concentration of valuable material that can be extracted and sold at a 
profit. 

Ore Reserves The calculated tonnage and grade of mineralization which can be extracted 
profitably; classified according to the level of confidence that can be placed in the 
data. 

Preventative 
maintenance 

The act of serving equipment in order to prevent malfunctions. 

Pillar A block of solid ore or rock left in place to structurally support the shaft, walls or 
roof in a mine. 

Pusher leg rock 
drills 

Type of rock drills, usually handheld, suitable for drilling small cross section 
tunnels/faces. 

Raise A vertical or inclined underground working that has been excavated from the bottom 
upward. 

Raiseboring 
machines 

Type of equipment equipped with reaming heads (heads, stems, saddles and 
cemented carbide cutters) used for boring raises. 

Recovery The percentage of valuable metal in the ore that is recovered by metallurgical 
treatment. 

Resource The calculated amount of material in a mineral deposit, based on limited drill 
information. 

Rock Any natural combination of minerals; part of the Earth's crust. 
Rockbolting The act of supporting openings in rock with steel bolts anchored in holes drilled 

especially for this purpose. 
Rockbolting 
rigs 

Type of equipment used for rock reinforcement (to help the rock mass to support 
itself) such as placing rock bolts to secure a stable and safe working environment. 

Room-and-
pillar mining 

A method of mining flat-lying ore deposits in which the mined-out area, or rooms, 
are separated by pillars of approximately the same size. 

Run-of-mine A loose term used to describe ore of average grade. 
Shaft A vertical or inclined excavation in rock for the purpose of providing access to an 

orebody. Usually equipped with a hoist at the top, which lowers and raises a 
conveyance for handling workers and materials. 

Tungsten 
(or wolfram) 

Hard, heavy gray-white metallic element found in wolframite and scheelite ores. It is 
primarily used as a carbide to harden metal-cutting tools and as an alloying agent in 
steelmaking. 

Tunnel A horizontal underground opening, open to the atmosphere at both ends. 
Waste Mineralized or unmineralized rock that is not ore. 
Source: Adapted from http:www.infomine /dictionary and primary data collected during interviews 

152 



4.2 Case One: The Development of the Long-Term Relationship Between SOMINCOR 
and ATLAS COPCO PORTUGAL 

4.2.1 Contextual Variables 

Evidence regarding three contextual issues are presented in this section: the context of the 
buying organization (SOMINCOR); the selling organization (ATLAS COCPO PORTUGAL); 
and the common context of the focal relationship. 

4.2.1.1 Context of the Buying Organization - SOMINCOR 

In accordance to the conceptual framework of this study, the context of the buying 
organization is characterized by a number of variables: the organizational characteristics of 
size, stmcture, age, centralization, objectives and strategies; and the demand dynamics 
affecting the company - that entails an examination of the main exogenous environmental 
contingencies that affect the demand of the products of the metal mining company. These 
issues are illustrated in Figure 4.3 and will briefly covered throughout this section. 

Environmental 
contingencies 
affecting demand  
dynamics, e.g.: 

• Economical 
• Legal; political 
• Technological 

SOMINCOR 

Producer of copper and 
tin concentrates 

p Oreanizational characteristics: 
• Size; age; production 
• Objectives and strategies 
• The Sourcing Department: centralization; 

structure 

Figure 4.3 The Context of the Buying Organization - SOMINCOR 

The Buying Organization 

SOMINCOR is the biggest copper producer in the Western world. The company is State-
controlled (51-percent) and Rio Tinto 2 4 holds a 49-percent stake. The company runs the 
Neves Corvo copper and tin mine located in Southern Portugal, around 250 Km from Lisbon. 
This mine is currently the largest operating mine in Europe. The company was founded during 
1980 and production started October 1988. Since then, the tonnage of ore hoisted steadily 

Rio Tinto is one of the world's leading mining Groups. It was created by the merger in 1995 of the RTZ 
Corporation PLC and CRA Limited. Its operations are worldwide with companies in 40 countries that employ 
some 34,500. In 1999 Group sales were $9.3 billion and net earnings were $1.2 billion. 
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increased to the present levels of 2,300,000 tons during 1999. The following Table 4.2 
provides some key indicators of SOMINCOR since it began production. 

Table 4.2 Key Statistics - SOMINCOR 
Key Indicators 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 

Turnover (PTE 2 5 billion) 31,2 41,5 33,7 33,4 29,4 37,6 41,0 28,9 28,6 

Operating costs (PTE 
billion) 

8,0 11,6 13,1 12,5 12,7 12,4 13,5 13,2 12,8 

Gross margin (PTE billion) 21,9 28,0 18,3 18,8 14,3 23,2 26,0 13,6 14,0 

Profit after tax (PTE 
billion) 

10,7 17,3 9,4 8,9 -0,3 6,2 9,3 1,5 1,1 

Number of employees 709 913 1103 1062 1073 1013 1000 1015 1033 1075 

Statistics 

Average copper price 
(ctc/lb) 

118,1 129,2 120,8 106,1 103,6 86,8 104,7 133,2 104,0 103,3 

Average USD exchange 
rate 

144,0 157,5 142,6 144,5 135,0 160,8 165,8 150,0 154,0 175,0 

Inflation in Portugal (%) 9,7 12,6 13,4 11,4 8,9 6,8 5,2 4,1 3,1 2,2 

Tonnes ore hoisted 
(103ton) 

105 1002 1517 1617 1602 1716 1761 1903 1861 1916 2304 2300 

% Cu feed grade 9,64 11,17 11,17 10,52 9,86 9,43 8,51 7,75 6,25 6,27 5,79 

Source: Annual Report SOMINCOR (1997) and secondary data obtained during 
interviews 

Based on a recent assessment of ore reserves (realized in the end of the first half of 1997) ore 
reserves26 were on the 31 s t of December 1997, 23,6 million tons of copper ore with 5.1% Cu, 
1,9 million tons of copper and tin ore with 9.6% Cu and 2.2% Sn and a further 27,2 million 
tons of zinc ore with 5.7% Zn. Based on this, it is estimated that the mine will continue to 
produce until the year 2017 (without the zinc reserves) and the year 2030 including the zinc 
reserves. Based on this estimation and attending to the fact that the company started 
production in 1988, the mine is considered to be between the slow growth and maturity stage 
of the life cycle 2 7. 

Major External Contingencies 

The external contingencies commented below are given in descending order of attributed 
relevance in terms of their corresponding effects on the mining company's demand dynamics. 

As most mining companies, SOMINCOR is particularly exposed to metal prices (copper and 
tin), treatment and refining costs applicable to concentrates sold, and to the exchange rate of 
the Portuguese escudo (PTE) against the United States dollar (USD). 

Regarding copper metal prices, SOMINCOR has been exposed to an unfavorable external 
framework (see Figure 4.4). 

2 5 1 U S D = 190.503PTE (exchange rate on the 10 t h of September 1999) 
2 6 For the purpose of estimating ore reserves, geological cut grades were: copper ores >2.0%Cu, tin ores > 1.0% 
Sn and zinc resources > 3.3% Zn. This last cut grade was used for all known zinc mineralizations. 
2 7 When asked about the "age" of the organization, respondents answer in terms of the stage of the life cycle of 
the mine. A parallel can be established to the stages of the product life cycle: introduction, growth, maturity, and 
decline. 
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I 
Average copper price - "London Metal Exchange" (LME) 

C 5 «ST 0 5 CE) CO O5 C 5 0 5 , 0 5 0 5 O5 O5 

Figure 4.4 Average Copper Prices (London Metal Exchange) 

The copper market has had a downward trend. The lowest average yearly price was observed 
during the year 1999. It should also be remarked that strong fluctuations might occur during 
the year. For example, in the first half of 1997, the copper price was constantly above the 
annual average, reaching a maximum of 123 cts/lb. In the second half of the year there was a 
continuous fall in price which by the end of the year was 77 cts/lb. This value was the 
minimum for the year and the lowest record since 1993. 

The effect of copper and tin prices on the profitability of SOMINCOR is extremely high and 
considered to be the major external contingency. For example, the difference between the 
very profitable year of 1995 (net profit of 9,3 billion PTE - around 46,5 million EUR) and the 
deficit of 1993 (-0,3 billion PTE - around -1,5 million EUR) is due essentially to copper 
metal prices. 

Another major contingency is the labor and union relationships with SOMINCOR. The 
mining industry is "labor intensive", characteristically conservative and traditional. Besides, 
the educational level of many of the mining workers is not that high (comparatively to other 
industries), and this means that the implementation of changes is sometimes hard. An example 
was provided regarding two strikes that occurred in July and November 1997 with many 
negative consequences to the mining company. These strikes were due to differences of 
positions between SOMINCOR and the labor Union in the way the implementation of 
continuous laboration28 should happen. The atmosphere of labor unrest which culminated in 
the mentioned strikes led to inevitable losses in production and sales, at a time when the 
copper prices fell by more than 30 percent compared to the first half of the year. Thus, human 
resource management is extremely important in this setting. 

Another external factor that influences the profitability of the mining company is the 
variations on the exchange rate US$/PTE. For example, during 1997 this factor was adverse 
to SOMINCOR. The recovery of the North American economy, together with the crisis on 
Asian markets, contributed to the strengthening of the North American dollar which rose 
considerably against the escudo (to an average exchange rate in 1997 of 175 PTE/USD, 14% 
higher than the average of 154 PTE/USD in 1996). The escudo also fell against some of the 
currencies in the European Monetary System. 

By continuous laboration it is meant that the mine should produce continuously on a three-shift basis 
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Environmental policies determined by the European Union (EU) and the deregulation of 
energy supply were also referred to considerably influence the mining company. Harder 
environmental regulations imply additional costs, e.g., when processing ore. Further, some 
technical solutions become unfeasible. For example, in view of the present regulations, the 
building of a waste rock dam with a similar capacity to the existing one would cost 
SOMINCOR around 15 billion PTE (around 75 million EUR). In tum, energy supply 
deregulation has a positive impact on the company's profitability due to the decrease in 
energy costs. 

Objectives and Strategies 

To best adapt to a more competitive world mining sector, SOMINCOR adopted during 1998 
/99 the following guidelines and objectives for the coming years: 

• Consolidate the reorganization of operations while at the same time examine the 
organizational behavior of the company and regularly adjust it to the strategies defined. 

• Aim to produce 2,3 million tonnes of hoisted ore per year, and treat it at the lowest 
possible cost. 

• Produce to make the capital expenditure required so that as from 1999 the Company will 
be ready to treat 2,5 million tonnes of ore a year (should that be strategically desirable and 
economically feasible). 

• Continue with the evaluation smdy on recovering zinc as a by-product, and revise the 
economic feasibility smdy for using polymetallic ores, as ways of increasing Company's 
value. 

The Sourcing Department 

The sourcing/purchasing function at SOMINCOR is centralized, i.e., there is a sole 
department which handles all the company's purchasing needs for the running of the mine 
(both underground and surface - processing plant). A total of 30 people are presently working 
at this department which is organized as follows (see Figure 4.5): 

Head of the Sourcing Department 

Purchasing 

= 10 persons 

Materials Handling & 
Management 

= 17 persons 

Figure 4.5 Organization of SOMINCOR's Sourcing Department 

In order to achieve planned production and to be able to steadily increase the tonnage of ore 
hoisted and treated annually, SOMINCOR is continuously investing in capital equipment. 
Mobile capital equipment for the running of underground operations such as drilling rigs, 
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loaders, trucks, etc., account for 11% of the total volume of purchases and 90% of the capital 
equipment purchases. This type of equipment is submitted to adverse environmental 
conditions (humidity; temperature; light; water) and has to carry out tasks such as drilling and 
loading ore which imply their wear in a shorter period of time comparably to the life-time of 
capital equipment purchased for the processing plant. 

During 1998, the volumes of purchases at SOMINCOR are given in the figure below (in 
percentages of total purchases). Half of the total purchased volume is stocked (51%) while the 
other half is used directly in mine operations (direct application, 49%). Capital equipment 
used in the running of the mine's underground operations - essentially mobile production 
equipment - represents 20% of the purchase volume of the direct applications purchases. 

Total Purchase Volume 
(1998) 

Stocks 
(51%) 

Direct Application (DA) 
(49%) 

Mobile production 
equipment used in 
underground 
operations is 90% of 
the capital equipment 
purchases 

Capital 
Equipment 
(22% of DA) 

Services 
Capital 
(Projects) 
(18% DA) 

Operational 
Goods 
(23% DA) 

Operational 
Services 
(37% DA) 

Figure 4.6 Purchase Volumes in SOMINCOR 

4.2.1.2 Context of the Selling Organization - ATLAS 

The issues illustrated in the next figure will be presented within the context of the selling 
organization (Figure 4.7). 

Environmental 
contingencies 
affecting demand  
dynamics, e.g.: 
• Economical 
• Legal; political 
• Technological 

A T L A S C O P C O 
P O R T U G A L 

Supplier of specialized equipment, 
know-how and technology for the 
manufacturing, building and 
construction and mining industries. 

Organizational characteristics: 

• Size; age; sales volume 
• Objectives and Strategies 
• The Sales and Marketing Department 

Figure 4.7 77ze Context of the Selling Organization - ATLAS 
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The Selling Organization 

ATLAS COPCO PORTUGAL is the subsidiary that handles the sales operations of the 
ATLAS COPCO Group in Portugal. ATLAS COPCO is a global provider of specialized 
equipment and services for the manufacturing, building and construction, and mining 
industries. 

The company was founded in 1873 and since then has experienced steady growth. The 
organization has been continually reshaped and business areas developed in a way that 
technical capacity is enhanced. By doing so, the company has managed to keep pace with the 
market's changing needs. The ATLAS COPCO Group has a strong market presence and 
strives to maintain close and long-term relations with its customers. ATLAS COPCO 
products are marketed through the Group's own sales operations in some 70 countries and 
through distributors in another 80 countries. Europe is the dominant market (more than 50% 
of total revenues), followed by North America. Presently, the company has a number of long-
term prospects for growth in the Asian markets. 

The Group's organization is decentralized in three business areas that were formed in 1968. 
These are Mining and Constmction Technique, Airpower, and Tools (see also Figure 4.8). 
Each of the three divisions is specialized within a specific product area and has total 
responsibility for product development, manufacturing, and sales and service operations. 

Board of Directors 

President and Chief Executive Officer 

Airpower 
(Compressor 
Technique) 

Construction 
and Mining 
Technique 

Tools 
(Industrial 

Technique) 

Figure 4.8 ATLAS COPCO's Business Areas 

ATLAS COPCO PORTUGAL (hereafter ATLAS), the Group's own whole sales subsidiary, 
was established in Portugal for forty years ago and has a total of 150 employees. The Group's 
organizational motto that "the person closest to the problem is also closest to the solution" is 
the underlying principle of the decentralized organizational chart of ATLAS in Portugal. Each 
division (Airpower, Tools, and Constmction and Mining Technique) is fully responsible for 
the respective operation. Further, within the Mining and Constmction Technique division 
there is an autonomous operational unit which handles the sales of capital equipment for 
mining and constmction. This individualized business area is composed by Rock Drilling 
Equipment and Wagner and a total of 27 people is working there (Figure 4.9). 
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Managing Director PORTUGAL 

Airpower 
(Compressor 
Technique) 

Tools 
(Industrial 

Technique) 

Atlas Copco Rock 
Drilling Equipment 

Atlas Copco Wagner 

Atlas Copco Craelius 
(prospeotion) 

Uniroc (drilling steel; 
consumables! 

Alias Copco 
Construction Tools 

Construction 
and Mining 
Technique 

11 Organizational Structure of Rock  
Drilling & Wagner 

Business Area 
Manager 

Marketing 
and Sales 

(7 p.) 

Administrative 
Support (4 p.) 

Technical 
Assistance 
(15 p.) 

Figure 4.9 ATLAS' Organization in Portugal 

The products sold within this business area include tunneling and mining equipment (such as 
drilling rigs) and loading equipment (Wagner). The application areas of such products are 
essentially the building and construction industry and the mining industry. 

Products and applications in the building and constmction industry include power tools, 
constmction equipment, rock drilling rigs and portable compressors for constmction of 
buildings, highways, power plants and tunnels, among other things. The mining industry 
requires rock drilling rigs and tools, loaders and compressors for its comprehensive mining 
operations and quarrying. 

Major External Contingencies 

ATLAS' business and profitability are mainly affected by the external factors that affect the 
mining and construction industries. As such, the sales and revenues of the Constmction and 
Mining Division with focus to the business area which handles capital equipment sales are 
indirectly affected by the following factors: 
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• The number of State-awarded construction works which in turn is dependent on the 
country's economy, development plans, and share of State budget attributed to civil 
constmction works - such as highways, tunneling, roads, demolition constmction projects, 
subways, etc. The amount of "works" is also depending on political and environmental 
policies determined by the European Union. Particularly the latter influences considerably 
the number and start-up of a number of civil constmction works. Nowadays, all major 
Public works can only be approved after the implementation of "environmental impact 
studies". 

• Investments in the mining industry are particularly affected by the metal prices and 
exchange rate of the Portuguese escudo against the United States dollar. 

Demand for capital equipment is stable, particularly regarding the capital equipment acquired 
by the mining industry customers. Small fluctuations occur concerning demand from 
constmction industry customers; as demand tends to increase or decrease with the raise or 
decline of the number of major infrastructure constmction works approved by the 
Government. With the raise in civil constmction works, demand for gravel and material for 
coating buildings also increases leading to a higher demand for capital equipment in the 
quarries. Therefore, the derived nature of demand - common in many industrial markets -
influences the sales and profitability of ATLAS regarding the civil constmction customers' 
demand (see Figure 4.10). A good demand indicator is the amount of geological and 
geotechnical studies performed since these are always the first step for the approval of civil 
constmction works. If the constmction words are approved, investments in capital equipment 
are always expected in the beginning of the projects / works. During the past decade a number 
of important "Public Works" have taken place influencing positively the demand for ATLAS 
COPCO's products. 

Political and 

Environmental 
European Union 
Policies 

Metal prices 
Exchange rate USS/PTE 

Mining organizations' 
investment plans 

Number of State 
Awarded 
Construction 
Works 

Portugal's Economical 
Macroenvironment 

• Development plans 

• Budgeted "works", etc. 

l J 

Metal 

Mining 
Industry 
Demand 

Civil 

Construction 
Contractors' 
Demand 

ATLAS COPCO 

PORTUGAL'S Sales 
& Profitability of 
Rock Drilling 
Equipment & 
Wagner Business 
Area 

Figure 4.10 Major Factors Influencing ATLAS" Sales and Profitability 
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Objectives and Strategies 

ATLAS' guidelines for the future are in line with the Group's long-term goal in becoming the 
world's leading company within its areas of business. The business concept is to provide a 
broad range of products and services, which meet the needs of customers in the areas of: 

• Air and gas compression, as well as air treatment; 
• Industrial manufacturing and the automotive after-market; 
• Rock excavation, light constmction and demolition; 
• Installation, repair and service. 

A top priority for the company is to secure long-term profitability through growth. In 
Portugal, ATLAS wants to maintain its market leading position in several areas such as rock 
drilling equipment, compressor technique, and tools. In order to attain growth, increasing 
revenues related to the "use of products" (such as maintenance, spare parts, accessories, as 
well as equipment rental) are pursued. The Group's motto that "the person closest to the 
problem is also closest to the solution" is firmly followed. Among the Group's qualitative 
objectives, priority is given to the increase of customers' productivity through the acquisition 
of ATLAS COPCO's products and services. 

Marketing and Sales of Capital Equipment 

The business area "ATLAS COPCO Rock Drilling and Wagner" is responsible for the sales 
of ATLAS COPCO's product range of equipment for rock drilling and reinforcement, and 
loading equipment such as the Wagner loaders. ATLAS COPCO is presently the world-
leading supplier of rock drilling equipment for blast hole drilling in mining and constmction. 
In Portugal, it is estimated that around three quarters of the annual sales are coming from the 
sales of capital equipment while the remainder arises from after-sales services and spare-parts. 

This operational unit handles between 200 to 300 active sales accounts per year. For each 
customer a sales account is attributed. The supplier's market is relatively concentrated as few 
customers, around 20 accounts, account for more than 90% of invoiced sales. 

There are two differentiated market segments: the mining industry, which represents around 
20% of the company's sales potential of this unit, and the constmction industry and quarries 
which account for approximately 80% of the sales potential. 

In terms of invoiced sales, the market is concentrated in two areas of the country: Lisbon and 
Oporto. However, the customers' production sites where the capital equipment is sold are 
dispersed geographically throughout the country. 

As mentioned earlier, a total of 27 people works directly in this operational unit (see also 
Figure 4.11). The business area manager is a graduated mining engineer with extensive 
experience from the mining industry in Portugal. Within the "marketing and sales" 
department, the minimum required educational background is a bachelor degree. In the 
technical assistance department, the head has a bachelor degree and mechanical workers have 
full high school studies. Requirements to work at the administrative support include a 
secretarial degree and fluency in English. Presently, English and knowledge of computer 
science (users' level) are required for all new personnel. 
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Figure 4.11 Rock Drilling and Wagner - Business Organization 

4.2.1.3 Common Context of the Focal Relationship 

In line with the conceptual framework, the market stmcture characterizes the common context 
of the focal relationship. Thus, the issues illustrated in the following figure will be briefly 
covered. 

SOMINCOR 

Common Context of the Focal 
Relationship: 

< T = > 
ATLAS COPCO 

"Buying and Selling of Capital 
Equipment for Mining Production'' 

Market structure characterization in terms of: 

• Concentration (number and type of actors: buyers 
and sellers) 

• Dynamism (stability / instability) 
• Resource dependency 

Figure 4.12 The Common Context of the Focal Relationship (SOMINCOR-ATLAS) 

The common context of the focal relationship (SOMINCOR and ATLAS) is the capital 
equipment market for use in mining operations. At a national level - and even at a global 
level - the market is characterized by having few actors. In other words, both the number of 
buyers and sellers of such capital equipment is low and thus, the market is concentrated. The 
mining industry market can be characterized as a mature, stable market where very little 
demand variation occurs. The existing suppliers of capital equipment are powerful sellers with 
a wide range of products for rock and mineral excavation and support. There is a wide 
diversity of products offered to best meet the different needs of customers. Regarding the 
buyers, the operating mines in Portugal are considered also as powerful buyers, especially 
SOMINCOR which is the biggest copper producer in the Western world and continuously 
invests in capital equipment for mining production in order to improve its productivity. 
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Regarding the purchases of capital equipment there are few available suppliers of such 
equipment, which meet the operational requirements of SOMINCOR even at a global level. 
Initially, the company always considers manufacturers that have a representative in Portugal. 
This is considered due to the ease of communication and prompt access. However, it is also 
limiting the potential sources of supply to only a few. For example for drilling equipment 
there is solely ATLAS COPCO and Tarnrock; for loaders only four are available (Tamrock; 
ATLAS COPCO; Catterpillar and GHH). The supplier industry also exhibits a geographical 
concentration in two areas of the country, Lisbon and Oporto. 

Concerning the number of buyers of capital equipment for mining production, the national 
market is also limited. Nowadays, major buyers of drilling rigs are reduced to five 
(SOMINCOR, Beralt Tin & Volfram, Epos, Mota & Co, and Tecnorocha). Hence, and 
according to this study's respondents, the capital equipment market in Portugal can be 
characterized as a domesticated market, i.e., a market composed of relatively few buyers and 
sellers where cooperative modes of interaction are adopted. The actors are interdependent and 
the purchasing and marketing strategies tend to be essentially cooperative. 

4.2.2 Task Characteristics 

The following issues pertinent to the task characteristics of buying and selling capital 
equipment in the focal relationship are covered in this next section (see also Figure 4.13): 

S O M I N C O R 

< r = > 
A T L A S C O P C O 

"Buying and Selling of Capital 
Equipment for Mining Production" 

Buying Capital 
Equipment: 
• The buying process 

Task Characteristics: 
• Monetary value 

• Importance 

• Complexity 

• Substitutability 

Selling Capital 
Equipment: 
• The selling process 

Figure 4.13 Task Characteristics of the Focal Relationship (SOMINCOR-ATLAS) 

4.2.2.1 Generic Task Characteristics 

The type of capital equipment sold by ATLAS to the buying company SOMINCOR are drill 
rigs (Boomer development rigs and SIMBA Production drill rigs) and rock bolting rigs 
(Boltec rock bolting rigs) - see also Figure 4.14. The monetary value associated with these 
products is high - perceived both by the buying and selling company - and is commonly 
between the range of 70 to 100 million PTE (between around 350,000 to 500,000 EUR). 

The importance attributed to this type of equipment is extremely high as the buying 
company's productivity is highly dependent on the running of its underground operations 
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which in turn relies essentially on the capital equipment's feasibility or functional reliability. 
The importance attributed by the selling company is also high due to the high monetary value 
and hence the sales revenues associated. Furthermore, the future business attained through the 
after-sales services and spare parts supply throughout the lifetime of the equipment (which 
can be superior to ten years) is also high. The spare parts of such capital equipment have a 
relatively costly monetary value associated. For example a rock drill costs around two million 
PTE (approximately 10,000 EUR) and a feed beam costs around seven million PTE 
(approximately 35,000 EUR). 

Figure 4.14 Examples of A TLAS' Products 
Source: ATLAS Copco's Rock Drilling Equipment Website 

(http:www.A TLAScopco. com/rde) 

The equipment is complex technically and a wide range of standard applications is offered by 
ATLAS in order to cover different customer needs. Hence, the customization of the 
equipment is low, however, at times adaptations / modifications need to be done in order to 
meet the specificity of the working environment of the customer. 

The substitutability of the capital equipment is low since the availability of substitute products 
or processes is low. This type of equipment is the "core of the production process" (as stated 
by SOMINCOR) and there are no "good" alternatives in the market to ATLAS' products for a 
certain range of underground mining applications such as drilling or rock bolting. 

4.2.2.2 Buying of Capital Equipment for Mining Production 

Generically speaking there are three departments involved and exerting influence in the 
purchases of capital equipment for mining production at SOMINCOR. These are the 
production, maintenance, and purchasing departments. The board of administration is 
included as a fourth in cases of purchases that exceed the monetary value of 50 million PTE 
(around 250,000 EUR). Thus, in cases where SOMINCOR purchases capital equipment from 
ATLAS, the board is participating. 

The flowchart presented in the following figure summarizes in a sequential way the phases 
that comprise the purchasing process of capital equipment for mining production at 
SOMINCOR. Thereafter a description of the activities taking place in each of the buyphases 
is provided. 
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Phase I 

Need Recognition 

Phase 2 

Technical 
Specifications 

Phase 3 

Search for Potential 
Sources of Supply 
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(Bid) 
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Acquisition and Evaluation 
of the Proposals  

(Quotations')  

Negotiation & 
Supplier Selection 

Phase 7 Phase 8 

Contract & Order 
Approval 

Performance Feedback 
and Evaluation 

Figure 4.15 The Buying Process of Capital Equipment at SOMINCOR 

The buying process of capital equipment for mining production is commonly initiated by the 
production department which as a user determines the need for an acquisition of this type. The 
maintenance department may also be the initiator if the need for a new purchase is determined 
when serving equipment or equipment has gone beyond its expected lifetime. Secondly, 
technical specifications and requirements are developed by the production and maintenance 
departments. Eventually, the engineering department will participate in this phase if the 
technical complexity of the equipment is high. In such cases, this department assumes the role 
of a technical consultant. 

Thirdly, the search for potential sources of supply takes place. This search is executed 
essentially by the purchasing department. The maintenance department also takes contacts 
with potential suppliers, essentially in the cases where technical discussions need to take place 
(such as the specifications of type of engine, lubrication system, etc.). In cases of substitution 
of "old" models, the same supplier is usually considered at first-hand - when the historical of 
the relationship and feasibility of the equipment have been satisfactory to SOMINCOR. The 
benefits arising from standardization are many for the company. For example, issues such as 
spare parts' compatibility entail many economic benefits for SOMINCOR. 

Fourthly, an inquiry is issued by the purchasing department and sent at least to two potential 
suppliers. In this inquiry, documentation is included such as a letter of invitation, instructions 
and information to tenders, technical specifications, and evenmal drawings. The reception of 
proposals is done by the purchasing department and subsequently sent to the maintenance 
department. Next, the evaluation of the proposals takes place. Both technical and economic 
assessments are carried out. The former is done by the maintenance and production 
departments while the latter is conducted by the purchasing department. In the technical 
evaluation comparative maps are usually prepared. Relevant evaluation criteria are the 
technical features of the equipment, estimated life-cycle cost (meaning the estimated 
operational cost including maintenance and spare parts during the life-time of the equipment), 
guarantees offered, unit price, payment terms. When this evaluation is complete, the 
maintenance department issues a written recommendation specifying a preliminarily selected 
supplier to the purchasing department. In tum, the economic evaluation is done by the 
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purchasing department and focuses more in the evaluation of the commercial terms of the 
proposals. These include, e.g., delivery terms, freights, payment terms such as currency terms, 
and prices. 

Sixthly, negotiations are initiated with one or two potential suppliers. Key issues for 
discussion relate to the maintenance and repair agreement where spare parts' availability and 
after-sales support play a major role and can be the key criteria for the ultimate choice of a 
certain supplier. During negotiations the involvement of the purchasing department is 
compulsory. The maintenance department may be involved depending on the technical 
complexity of the purchase. Negotiations are taken in a "round-table" style, with a non
coercive friendly approach. When agreement terms are reached the supplier is formally 
selected as a result of the evaluation and negotiation phases. 

Seventhly, a contract is prepared by the purchasing department. Approval is required from the 
mine production manager and the mine manager. Usually, purchases of capital equipment for 
mining production are planned ahead in time and included in the company's annual budgets. 
In such cases, the approval of the orders/contracts is commonly automatically granted. 
However, there have been cases where management has altered or even denied certain 
purchases. Finally, the users of the equipment, i.e., the production department, continuously 
implement the control and feedback of the purchase. Information is given at the end of each 
shift to the maintenance department regarding the number of operating hours, the functional 
reliability, and overall performance of the equipment. Eventual problems are dealt with 
directly by the maintenance department with the supplier. Greater anomalies are conveyed 
also to the purchase department. 

Usually between four to seven persons are involved in purchases of capital equipment. At 
least one representative of the maintenance and purchasing departments participates. 
Moreover, two persons from the production department are involved (the head of the 
underground operations and the production manager). Further, the increase in the number of 
participants is dependent on the technical complexity of the task -e.g., involvement of 
representative(s) from the engineering department- and/or monetary value due to the need for 
approval from the top management (board) in cases where the value exceeds 50 million 
(around 250,000 EUR). 

Regarding supplier selection criteria the following ratings were attributed by the manager of 
the sourcing department when considering purchases of capital equipment for mining 
production (Table 4.3). These ratings were regarded as overall ratings and not specific to the 
focal relationship between SOMINCOR and ATLAS. 
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Table 4.3 Ratings of Supplier Selection Criteria 
Supplier Selection Criteria 1 

lowest 

2 3 4 5 
highest 

Quality of the equipment iL.." • 
Price :-~\' 

Compatibility of supplier's product with 
other purchased equipment/products (Mine) 

X 

Technical support (Assistance) X 
Spare parts availability A 

Training aids 
Past experience with supplier X 
Performance history of the equipment X _ J 
Standardization of spare parts X 
Technical capability of the supplier X 
Reputation / Credibility X 
Delivery reliability X 
Payment terms 
Guarantees 
After-sales support X 
Confidence/trust in the sales representative X 
Financial stability X 
Geographical proximity X 

Remark: The score 5 is the highest rate - greater importance 
lowest rate - lesser importance. 

while 1 stands for the 

4.2.2.3 Selling of Capital Equipment for Mining Production 

Concerning the sales of capital equipment for mining production, ATLAS has relatively few 
customers in number and these are treated as strategic accounts. Each strategic account has an 
assigned "sales responsible" which handles and coordinates the sales and marketing, technical 
assistance, and spare parts for that particular account. Strategic accounts with assigned 
managers have been implemented since 1994 and have had many advantages for the 
company. A positive effect of this organization of the sales effort has been the heavy decrease 
in the number of complaints, both internal and external. 

Personal selling is used as the cornerstone of the sales and marketing of ATLAS' capital 
equipment in Portugal. Direct contact with the customers - through telephone or face-to-face -
is the most effective way to reach customers, introduce new products, discuss design and 
performance of the equipment, and conduct a number of activities which may ultimately lead 
to the closure of a sale. The mining industry has a very limited number of potential buyers and 
each has specific needs for the running of their underground operations. It is therefore very 
important for ATLAS to be continuously aware and follow-up the needs of the customer 
mining companies through close contact and personal interaction. 

ATLAS has been active in the Portuguese market for capital equipment used in mining 
operations for more than 40 years. As such, the mapping of customers and know-how of the 
market's needs, expectations, and wants is high and continuously followed-up and revised. 
For example, ATLAS is continuously up-dating its customer register with new information 
gathered. 

The selling process of capital equipment is regarded as a continuous process where five main 
activities are identified: the development of the sales strategy, the organization of the 
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justification/reasoning of the sale; the presentation of the sales message; specific proposal(s) 
and negotiation(s); and the closure of the sale. This process can be visualized in the figure 
below. 

Figure 4.16 The Selling Process of Capital Equipment at A TLAS 

Long-term relationships with customers are extremely common at ATLAS, and most focal 
transactions of capital equipment occur in the context of a long-term relational exchange. 
Moreover, ATLAS has developed knowledge and familiarity with the Portuguese mining 
industry customers. As such, prospecting the industry is not enclosed in the selling activities 
of the selling process of capital equipment. Information is gathered continuously regarding the 
mining companies and customers register is up-dated. This in tum provides the knowledge of 
the timeframe for repeated and/or new purchases of capital equipment. 

Once a need from the customer has been identified or a contact from the prospective buyer 
has been taken, the selling process for a focal transaction is initiated through the development 
of a sales strategy. Needs are assessed, technical specifications discussed, performance 
expectations specified, etc. This discussion, which commonly takes place in a face-to-face 
informal way, provides the basis for the sales engineer responsible for the strategic account to 
organize the justification as to why ATLAS products will best serve the customers' needs. 

For a good and effective presentation of the sales message it is essential to visit the 
customer's production site. When doing this, the sales engineer is able to observe and detect 
potential exchange situations and problems which can be solved or partially solved through 
the acquisition of ATLAS' products. The presentation should take place in an informal setting 
with the technical personnel which influences the buying process of capital equipment. 
Namely, these are those who have a better understanding of the potential technical benefits 
and their effects on productivity. Representatives from the production and maintenance 
departments from the prospective buying companies are usually included. It is also important 
to provide references from other customers which have purchased similar equipment and 
specify the benefits attained. In such a domesticated market in which most actors "know" 
each other, references and word-of-mouth are essential. This selling activity affects the 
preparation of proposals (when requested by the prospective customer) and subsequent 
negotiations. 

The proposal(s) is/are carefully prepared by the sales engineer responsible for the strategic 
sales account. The sales engineer requires technical and administrative support to the 
departments of technical assistance, marketing and sales, and administrative support of this 
operational unit. Once the proposal is formally sent to the prospective buyer's company, 
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negotiations are initiated. The negotiation strategy adopted by ATLAS is always of the 
problem solving type, aiming at both companies' gain and development. Key issues during 
negotiations are after-sales support issues. The sales engineer and eventually the business 
manager participates in the negotiations - depending on the value or complexity of the sale -. 
Once an agreement is reached the closing of the sale entails the signing of the contract/ 
purchasing order by the parties. Payment terms are usually not an issue for discussion with 
those customers who have good financial capabilities. For customers who have unstable 
finances, ATLAS prefers (sometimes) to "force" a leasing alternative. 

The sales engineer responsible for the specific customer account is always a participant in the 
selling process of capital equipment for mining production. It is also this person that carries 
out most of the selling activities. As mentioned during the process description, personnel from 
the departments - sales and marketing, technical assistance, and administrative support -
become involved during the preparation of the proposal. Eventually, the business manager 
may participate during the negotiations. The specificity of the sale in terms of the complexity 
of the capital equipment and its value will determine their involvement. 

4.2.3 Interaction Processes 

As specified in the conceptual framework, the interaction processes are described through 
three sub-processes: exchange, adaptation, and coordination. 

4.2.3.1 Exchange Processes 

The relationship between SOMINCOR and ATLAS has a history of approximately 19 years. 
During the early 1980s, by the time that the mining company was founded, ATLAS sold its 
first drilling rig to the main contractor of the development of the underground mining works, 
the company EPOS. Shortly after, SOMINCOR acquired its first drilling rig from ATLAS. At 
the time, ATLAS' products were considered due to the well-known brand name, superior 
technical design of the equipment in relation to its competitors, and proven performance in 
SOMINCOR's underground environment. Namely, the main underground contractor (EPOS) 
had similar equipment. 

Ever since this first exchange "episode", many other capital equipment transactions have 
occurred between the two firms, at a rhythm of at least one acquisition / sale of underground 
mining equipment per year. During certain periods, such as the most intense development of 
the underground works - which took place between August 1986 and October 1988, date 
when the mine started production - more intensive investments were made in capital 
equipment. During the 1990s, the average number has been one capital equipment item per 
year, although certain years, such as during 1997, the capital expenditure of the buying 
company was superior and four capital equipment items were acquired /sold (two drilling rigs 
and two rock bolting rigs). Increases in capital equipment investments are commonly due to 
the need of renewing mobile production equipment to obtain cost reductions for 
maintenance/operations and guarantee efficiencies in future increases in activity. 

The exchange "episodes" are highly dependent on the type of mobile production equipment 
that the buying company intends to acquire. Throughout the first years of the relationship, 
SOMINCOR has attained a technical "tmst" in the performance of a certain type of ATLAS' 
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products - both Boomer and Simba drill rigs - and the technical assistance and spare parts 
provided by the selling company. This equipment has proven to be well suited for 
SOMINCOR's underground environment. The buying company considers ATLAS' drilling 
rigs superior in technical design and performance to any of the competitors' products. Due to 
this technical superiority, these drilling rigs require less maintenance and repair, which means 
that great savings in labor hours are achieved comparatively to drilling rigs that have been 
supplied by ATLAS' competitors. 

When purchasing other type of mobile production equipment such as rock bolting rigs or 
loaders, SOMINCOR prefers other equipment than ATLAS' products. In such cases, for 
example, the competitor Tamrock (Sandvik-Tamrock) is usually selected as a supplier due the 
greater suitability of their equipment to the underground environment. Tamrock's rock bolting 
rigs are regarded as more "robust" and as offering superior functional reliability2 9 (relative to 
competitors' products). Again, estimated savings in maintenance and repair are a key criterion 
for selection of supplier of a certain type of capital equipment. Despite this, ATLAS has 
managed to sell two rock-bolting rigs to SOMINCOR during 1997. However, the selling 
company believes that this exchange episode was successful due more to the "failure of the 
competitor Tamrock" rather than SOMINCOR's credibility in ATLAS' rock bolting rigs. 

Presently, i.e. year 2000, ATLAS' fleet of equipment at SOMINCOR consists of 11 drilling 
rigs (nine Boomers - face drilling rigs and two Simbas - long-hole drilling), and two rock
bolting rigs (Boltec). Furthermore, the buying company is currently considering the 
acquisition of another of ATLAS' capital equipment for mining production. The monetary 
value of ATLAS' capital equipment is between 70 and 80 million PTE (around 350,000 to 
400,000 EUR). 

The value of business that has occurred between the companies throughout these years (1980 
to 1999) is estimated to be between 3 to 4 billion PTE (around 15 to 20 million EUR) 
regarding capital equipment and spare parts. The selling company estimates an annual value 
of business of approximately 200 million PTE per year (around one million EUR) while the 
buying company refers to 140 million PTE per year (around 700,000 EUR) without including 
the spare parts. 

SOMINCOR and ATLAS are frequently in contact with each other. ATLAS' account 
responsible is actively establishing contact every second week regarding issues such as 
technical information, spare parts needs, and up-date of the performance of the capital 
equipment fleet. ATLAS has also four mechanics at the buying company's site with whom 
daily contact is taken. This local personnel is permanently in contact with SOMINCOR's 
production and maintenance personnel. In this way, the selling company follows-up and 
nurtures the relationship with the buying company. The buying company also seeks contact 
with ATLAS. Most frequently it is the purchasing department who establishes contact to 
request diverse information. Besides this department, the production and maintenance 
departments are often in contact with ATLAS regarding essentially daily operational items. 
The pattern of contacts was described as identified in Table 4.4. 

Functional reliability of the equipment relates to the ability of that equipment to consistently and with quality 
perform its functions. 

170 



Table 4.4 Pattern of contacts between SOMINCOR and ATLAS 
Who Frequency of 

contacts 
Topic / Why 

SOMINCOR - Purchasing 
Department 

Daily Request for proposals, price information 
regarding consumables (e.g., rockbolts), 
components, diverse spare parts, etc. 

SOMINCOR - Maintenance 
Department 

Two - three 
times a week 

Technical information; labor issues related to 
the locally hired ATLAS' personnel; requests 
for catalogues, specifications, etc. 

SOMINCOR - Production Once a week Technical information regarding steel, rods, 
"bits"; drilling accessories, etc. 

ATLAS - Account 
Responsible 

Once every 
second week 

Technical information, spare parts needs, and 
up-date of the performance of the capital 
equipment fleet. Information concerning new 
products. 

ATLAS -Site Technical 
Support Personnel 

Daily The personnel follows daily production shifts 
of the buying company. Permanent contact 
with production and maintenance departments 
of SOMINCOR. 

SOMINCOR considers ATLAS' personnel extremely competent technically. ATLAS' follow-
up and control of the mobile production equipment at SOMINCOR is continuous. The 
equipment is technically complex and operates in a tough environment. The ware of 
equipment in underground mines is also superior to any other working environment (e.g., 
open-pit mines or surface works such as constmction sites or quarries), thus; the monitoring 
of the equipment's performance is essential to avoid malfunctions. 

4.2.3.2 Adaptation and Coordination Processes 

ATLAS offers a wide range of products and solutions which fit a diversity of mining 
environments. As such, the need for product adaptations is not common - the company 
serves a niche market. As a policy, ATLAS doesn't usually modify the design of its products 
to meet specific customer demands. Nevertheless, there have been cases where small 
adaptations were necessary. One example has been the adaptation of the drilling rods to 4 
meters (the standard is 4,30 meters) to fit the range of application of a rock drill of the drilling 
rig BOOMER H I 15. During two years, SOMINCOR was the only user of four meters drilling 
rods in Europe. 

The delivery policy of mobile production equipment has worked out well throughout the 19 
years relationship. There is no recall from any of the companies of any conflict that has arisen 
due to late delivery of equipment. Capital equipment of the type purchased by SOMINCOR is 
manufactured after the orders are issued and delivery time is not immediate. No special 
delivery terms are offered to SOMINCOR. Delivery priorities are scheduled in accordance to 
the entry date of the order in the manufacturer's factory. However, SOMINCOR perceives 
that "preference" is given to their company in terms of reducing delivery leads. 

Concerning payment terms, the common practice is 45 days after invoice for spare parts and 
components. However, variations occur depending on the financial simation of the customer 
company. In SOMINCOR's case there is a proven financial stability which guarantees 
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payments. Special quantity discounts are offered with regard essentially to consumables, such 
as rockbolts, or certain drilling accessories. Concerning the mobile production equipment, 
where the monetary value is considerably superior, special terms may be negotiated. Both 
companies find it important to be flexible and not have "a priori" defined terms but rather 
reach favorable agreements in accordance to each situation. However, the price of the 
equipment is basically uniform for all customers. Spare parts and components prices are 
negotiated in a separate contract. 

Although the companies have done business for 19 years and the relationship is considered as 
mature, the need for formal written documentation is high. The companies find this necessary 
due to the high volume of business and wide range of products acquired / supplied (mobile 
production equipment, rock drills, compressors, consumables, etc.). Furthermore, to formalize 
agreements doesn't hamper flexibility and is the best way to comply with internal regulations 
and ISO900230. ATLAS also believes that the "more rigid" the administrative system of the 
buying company the better it is for the selling company. 

The selling company assures technical assistance to the mobile production equipment 
acquired by SOMINCOR. Furthermore, training of the buying company's personnel is a 
common procedure when requested by the buying company. This occurs when SOMINCOR's 
personnel is unfamiliar with a new equipment model. 

In order to increase mutual benefits from the relationship for the companies, ATLAS has 
established a "Support Center" at the customer's site. A total of four people work at this 
center; one handles the administrative work while three mechanics work underground with 
SOMINCOR's shift personnel. This support center provides technical assistance, and spare 
parts to their own equipment. ATLAS' personnel work for SOMINCOR on a contract basis 
and are paid per hour. The support center also has a local warehouse where a number of (few) 
components and spare parts are made available. However, the customer considers that the 
existing stocks have been too little and that the components / spare parts prices have been too 
high - in some cases 500-600% higher than market prices! 

To maintain a stock of components is costly for any of the companies. A component for 
drilling rigs such as rock drills may cost around 5 million PTE (around 25,000 EUR). 
Boomers cost approximately 15 million PTE (around 75,000 EUR). ATLAS' policy has been 
to maintain the level of stocks as low as possible and presently it is the buying company that 
has maintained incredibly high level of stocks (around 2 to 3 billion PTE, i.e., around 10 to 15 
million EUR). Both companies have regarded the level of components' stocks as a problem 
that requires a better solution. In line with this, during 1997, the buying company proposed 
ATLAS a "Sole Supplier Agreement" for spare parts and components of ATLAS' light and 
capital equipment. 

ATLAS has worked for approximately two years with the preparation and terms of this 
agreement, which wil l soon come into force. SOMINCOR has given access to ATLAS to all 
files and registers of ware/consumption and unit prices of components and spare parts sold by 
other suppliers. Obtaining complete and thorough information concerning the "consumption 
patterns" of SOMINCOR has been essential. Based on these, future estimations of quantities 
were made possible and these are indirectly determining the terms of ATLAS' offerings. 
However, it was not easy for the selling company to gain access to this type of information. 

Standard quality regulations in which the specification in writing of supply agreements is requested and needs 
to be complied with. 
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ATLAS' mentions that a "cultural barrier" of confidentiality had to be by-passed. A local 
Canadian manager working for SOMINCOR contributed heavily for the decision of giving 
access of company files to the selling company. 

The philosophy behind this agreement is Just-In-Time (JIT); keeping the stocks level down to 
a minimum and at the same time guaranteeing delivery of any spare part / component within 
three days. The general terms of such agreement includes that ATLAS will be the sole 
supplier of components and spare parts for all of ATLAS' equipment in the mine at a cost that 
doesn't exceed 3% of SOMINCOR's prior agreements / purchases from other suppliers. 

Both companies expect many benefits from such an agreement. SOMINCOR has the 
possibility to considerably decrease the levels of their stocks, which reduces tied-up capital. 
Spare parts and components are guaranteed as manufacturer's parts which means that their 
quality and suitability is superior to the other alternatives found in the market. This raises 
considerably the substitutability time - in some cases three times as much, such as from 500 
hours to 1500 hours. Hence, the functional reliability of the equipment increases. Further, by 
avoiding malfunctions, equipment stand-by hours decrease and maintenance and repair costs 
are reduced. 

In the short-term, ATLAS will not gain considerably from this agreement. The unit prices of 
the parts and components will be lowered; however, gains are attained in increased invoiced 
volume. In the long-term the selling company perceives many benefits. The concept of 
"preventative maintenance" instead of "curative maintenance" can be more effectively 
applied. This means that ATLAS will be able to focus on avoiding malfunctions and in this 
way can prevent many eventual maintenance and repair problems through providing 
specialized technical assistance and quality parts/ components. Consequently, the customer is 
satisfied, further investments are made in the relationship and repeated purchases occur. In 
short, as mentioned by ATLAS' business manager, by increasing the levels of customer 
satisfaction, customer loyalty is achieved. 

Outsourcing maintenance and repair of mobile production equipment has to be done 
gradually. Although both companies perceive many future benefits and positive synergy 
effects by transferring these functional responsibilities to the selling company, modifications 
have to be done in phases, due essentially to SOMINCOR's internal organizational stmcture. 

Concerning the sales of mobile production equipment, ATLAS views the product offering as 
expanding from equipment to equipment plus spare parts plus labor in maintenance and 
repair. As a market leader, ATLAS considers extremely important to early adapt to this reality 
and propose solutions to customers which create a positive interdependency and mutual 
growth for the companies. 

In the long-term, ATLAS views itself as rendering services to SOMINCOR. The transfer of 
property of the equipment looses significance and efforts are put in the forming of "Technical 
Assistance Contracts". The buying company purchases equipment hours, specialized technical 
assistance, and manufacturer's parts and components. 

ATLAS adapts its product strategy to meet SOMINCOR's needs and expectations. The three 
categories of mobile production equipment (drilling rigs, rock bolting rigs, and Wagner 
loaders) require different marketing strategies within the relationship setting. ATLAS drilling 
rigs hold preference to any of the currently available competitors' products. As such, focus is 
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given to the spare parts and maintenance and repair contracts. Although SOMINCOR has 
acquired ATLAS's rock bolting rigs it is of common knowledge that the customer still prefers 
competitor's Tamrock rock bolting rigs. ATLAS believes that technical problems that have 
occurred are due to the utilization of the equipment to perform other functions (such as 
scaling) than those that the equipment is designed to perform. Of course this is questioned by 
the buying company that affirms that the equipment is "too complex and automated". ATLAS 
believes that training of SOMINCOR's operators together with a more intense technical back
up support (provided by ATLAS' local personnel) is a way to improve the company's product 
image. Namely, the latest sale of rock bolting rigs (that occurred during 1997) included the 
full-time technical support of one specialized mechanic during one year. ATLAS further 
affirms that the "productivity and availability" levels of the equipment were still above 
average. 

Regarding the third category product, the Wagner loaders, ATLAS has adopted a long-term 
perspective. The mining industry market is conservative in its thinking and has "fixed ideas" -
according to representatives from both companies. It is hard to induce changes in buying 
behavioral patterns and preferences. As perceived by ATLAS, Wagner loaders offer many 
advantages to the users. Many functions are computerized and in this way they can be 
optimized - such as the emission of exhaustion gases or control of diesel consumption. So far, 
ATLAS hasn't been successful in selling Wagner loaders to SOMINCOR. However, ATLAS 
believes that it is important to "enter this niche". A possibility is to offer SOMINCOR a "trial 
regime contract", meaning that for a lesser price the company could try new equipment for 
testing of performance. The company feels that perseverance together with positive word-of-
mouth from other mining companies are key ingredients in this product's long-term strategy. 

Product development in the area of mobile production equipment is towards "ful l-
automation". For example, fully automated drilling rigs are becoming the "standard"; 
hydraulic control is no longer applied. Most functions are computerized leading to 
optimization of mining operations. 

At the same time, ATLAS is aware that automation and technical complexity are not always 
regarded as positive features in mobile production equipment working in underground mines. 
Harsh environmental conditions such as high humidity, dust, mud, etc. jeopardize electronic 
components leading to malfunctions and stand-by hours of the equipment. The consequences 
of failure are costly for the mining company as the production cycle is highly dependent on 
the running of the mine's underground operations. SOMINCOR is a customer that cannot be 
considered as "an early adopter" and some times it is better to adopt "more traditional" 
solutions. 

ATLAS considers that the company has a considerable competitive advantage in the mobile 
production equipment market in relation to its competitors in Portugal. ATLAS is the ATLAS 
Copco's Group own subsidiary in Portugal. Other main competitors, such as Sandvik-
Tamrock or GHH, have selected manufacturer representatives or industrial distributors as 
their business channel strategy; or have no representation at all in the country. ATLAS has 
been established in Portugal for more than 40 years. Medium and long-term objectives and 
strategies are possible due to the selection of direct channels of distribution. A representative 
company can only plan for a short-term perspective. In some cases, companies selected for 
manufacturer's representatives last no longer than three to five years. 
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The positioning of ATLAS is different to their direct competitors. Customer companies are 
aware that ATLAS is a stable company supported by a leading Group within the field. Long-
term agreements and substantial relationship-specific investments are made possible, such as 
the "Support Center" or the implementation of a "Sole Supplier Agreement". 

Research and development projects in which both companies participate rarely happen. 
ATLAS is merely a subsidiary company, and research and development is not carried-out in 
Portugal. It has happened that product trials have been done at the customer's site. These 
product trials usually last six months and refer to the testing of rock drills. As recalled, this 
has occurred three times during the past eleven years that the mine has been in production, 
and it is naturally free-of-charge for the buying company. The last product testing took place 
during 1996. 

Both companies are not connected through EDI (Electronic Data Interchange). However, this 
is considered as a future option depending on the viability of the computer systems. Presently, 
ATLAS' monitoring of the performance of the equipment is done through the access of the 
support center personnel to the production department's daily shift reports - in which 
equipment hours are specified. Additionally, the account responsible often establishes 
contacts with the heads of the underground maintenance and production. 

4.2.4 Outcomes 

In line with the constmcts selected in the analytical model, the considerations concerning the 
following outcomes are presented: satisfaction, tmst, commitment, and effectiveness. 

4.2.4.1 Satisfaction, Tmst, Commitment, and Effectiveness 

The companies, SOMINCOR and ATLAS, express their "satisfaction" (past and present) with 
the long-term relationship established between the companies and look positively to its 
continuity. Both companies have had many benefits arising from the relationship. Examples 
referred include the support center and the "Sole Supplier Agreement" which wil l bring 
considerable financial and technological gains for the companies. 

SOMINCOR's head of the sourcing department expresses his satisfaction as follows: 
"Throughout the years, ATLAS has proven to be a reliable supplier with a much better 
performance than their immediate competitors. It's a stable company, part of a major mining 
Group, which is in Portugal to stay. There is a thorough technical follow-up of the equipment 
and the company's personnel is competent and attentive to the customer's needs. Personal 
contacts with ATLAS personnel are informal and easy, and we believe the company cares and 
nurtures the relationship with SOMINCOR ". 

ATLAS' equipment is of key importance for the running of SOMINCOR's underground 
operations. The buying company has developed "tmst" for the performance of certain type of 
equipment - measured in terms of the functional reliability - and related technical assistance. 
This "tmst" has been acquired through an history of good experiences which have included 
actions such as: maintaining and enhancing high functional reliability of the equipment; 
bidding compliance; readiness to help and provide support in unforeseen simations; high 
product quality and good technical knowledge of ATLAS' personnel; willingness to exchange 
information. 
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ATLAS also "trusts" SOMINCOR. The business manager expresses his trast in the following 
way: "The buying company is a stable mining company that abides to the agreements made 
with ATLAS. There have been no conflicts that I can recall, at least any that have jeopardized 
the relationship. Terms of contract and informal understandings have always been honored. 
We are confident that SOMINCOR perceives ATLAS to be a trustworthy supply partner, also 
in the future. Exclusive agreements such as the sole supplier agreement are corroborative of 
this trust. SOMINCOR is also an important customer that serves as a good reference and 
contributes to give a good image to ATLAS - even globally. " 

ATLAS nurtures its relationship with SOMINCOR through actions that brings and will bring 
benefits for both companies. Long-term commitment and continuity are essential in the 
relationships with mining industry customers. As stated by ATLAS' business manager: 

"We cannot have a short-term perspective when dealing with mining industry customers. It's 
no occasional market. Mining companies value long-term partnerships with the suppliers of 
mobile production equipment. There is also a high interplay among all customers in the 
mining industry. We have to be extremely aware of this. We are assessed not only by the way 
we interact with a customer - a certain mining company - but also through the way we 
interact with the other mining companies. To nurture and enhance informal personal contacts 
also contributes to positive word-of-mouth and this is very important in this setting". 

There is also a high familiarity among those who work in the Portuguese mining industry. 
Many managers have a background as mining engineers and are members of the same 
professional association. People know each other or know someone that knows the other. 
Periodically, at least once a year, engineers from buying and selling companies join in 
conferences or annual meetings for the mining engineers. Hence, word-of-mouth is enhanced 
as a marketing tool in such an interdependent market. 

Agreements established between the companies are temporary - usually renewable every 
second-third year. There are no capital bonds between the companies. Hence, it is regarded as 
relatively easy for any of the companies to terminate the relationship, or bring to an end any 
of the contracts and agreements established. Even the "Sole Supplier Agreement" would be 
easy to brake (if wanted) - as expressed by the companies. 

Although it is assessed as structurally easy, both companies would lose from the termination 
of the relationship. Most of SOMINCOR's mobile production equipment underground has 
been supplied by ATLAS. Even if no process adaptations have been done, there are not many 
reliable alternatives in the market for the supply of products such as e.g., drilling rigs. Hence, 
extra maintenance and spare part costs could be expected from the change of supplier. 
Moreover, throughout the years, ATLAS has developed a know-how of the customer's mine 
and behavior of the equipment in those environmental conditions which is beneficial for the 
buying company. 

The termination of SOMINCOR's relationship would be a considerable financial backlash for 
ATLAS. SOMINCOR is a powerful buyer, not only with regard to capital equipment but also 
components, spare parts, and services. Also, the loss of the support center (although not a 
major investment for the selling company) or the sole supplier agreement would imply a 
considerable decline in sales revenues, essentially in the long ran. Further, the damages it 
would bring to ATLAS' reputation in the national industry would be considerable. 

176 



4.3 Case Two: The Development of the Long-Term Relationship Between SOMINCOR 
and SANDVIK PORTUGAL 

4.3.1 Contextual Variables 

Evidence regarding the contextual issues are presented in this section. The context of the 
buying organization (SOMINCOR) will not be repeated. In tum, the context of the selling 
organization (SANDVIK PORTUGAL) and the common context of the focal relationship are 
addressed. 

This case is about the development of the relationship between SOMINCOR and SANDVIK 
during the period when the latter company was handling the sales and marketing of 
TAMROCK's drillrigs, bolters, and loaders in Portugal. However, in order to attain a broader 
perspective - and as much as possible - data regarding the other time periods when other 
companies were Tamrock' s representatives is also put forward. 

4.3.1.1 Context of the Selling Organization - SANDVIK 

The issues illustrated in the next figure will be presented within the context of the selling 
organization (Figure 4.17). 

Environmental 
contingencies 
affecting demand  
dynamics, e.g.: 
• Economical 

• Legal; political 

• Technological 

SANDVIK 
P O R T U G A L 

Supplier of machinery, 
equipment and tools for 
mining and construction 
industries. 

Organizational characteristics: 
• Size; age; sales volume 

• Objectives and Strategies 

• The Sales and Marketing Department 

Figure 4.17 The Context of the Selling Organization - SANDVIK 

SANDVIK PORTUGAL (hereafter SANDVTK) is the subsidiary company of SANDVTK 
TAMROCK Corp. that is a leading producer and supplier of machinery, equipment and tools 
for mining and constmction industries. This company is part of Sandvik Mining and 
Constmction (SMC) - that is incorporated in the SANDVTK Group - and represents the 
largest business sector of this Group with sales above 50%. The stmcture and companies 
incorporated in Sandvik Mining and Constmction are given in the figure below: 
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President 

Supply 
Carbide Production 

Finance/IT 
Business 
Development 
Human Resources 
Legal Op. Support 

Sandvik Tararock Roxon Group Drililech Mission VA-Eimco 

Tamrock Roxon Drilitech Voest-Alpine 
Bergtechnik 

TORO Prok Mission 

EIMCO 
Rammer Voest-Alpine Drillmaster 

Sandvik M G T 
EJC Kopo 

Sandvik Rock Tools Gurtec 

Broyt Rox'n Roll 

Figure 4.18 Sandvik Mining and Construction (SMC) - Organizational Structure 
Source: http://www. tamrock. com/overview 

As it can be noticed, SANDVIK TAMROCK's offering is divided into six brands: Tamrock 
(underground drill rigs and bolters); TORO (underground loaders and haulers); Rammer 
(hydraulic hammers, booms for quarries); EJC (underground loaders and haulers); Sandvik 
Rock Tools (drill steels, bits, tools); Broyt (surface and underground face loaders for 
quarrying and tunneling). 

Sandvik Tamrock consists of two different business sectors (equipment, and tools and 
services) with several divisions. Marketing is done via twelve geographical market regions. 
The company has representation in some 300 companies in 130 countries. The structure is 
presented in the following figure. 
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Sandvik Tamrock 
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Loaders 
Breakers 
EJC Loaders 

Tools and Services Tools and Services 
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Rotary tools 
Service 
Parts 
Rentals 

Research Center 

Marketins Communications 

Market Areas: 
Canada 
USA & Mexico 

Latin America 

Northern 
Europe 
CIS 

Central Europe 

Southern 
Europe 
India 
China 

Other Asia 
Australia 

Africa 

Figure 4.19 Sandvik Mining and Construction (SMC) - Company Structure 
Source: http://www.tamrock.com 

In Portugal, SANDVIK is Sandvik-Tamrock's own sales subsidiary in the country. The 
company was established in the country during late 1970s. The number of employees is 
presently 30 persons (January 2000). During 1999 the company's working force has been 
considerably reduced (from 70 persons in 1998 to 30 by the end of 1999). This is due to 
internal stmctural changes that occurred in SANDVIK as a result from policies directed by 
the parent company - the SANDVTK Group. Mentioned stmctural changes include the 
following (see also Figure 4.20): 

• The local dissolution of the Steel business area (Southern European sales are nowadays 
handled through a regional central office located in Holland); 

• the connection of Coromant - division that handles essentially the sales of tools made of 
cemented carbide and ceramics - to the local Spanish subsidiary; 

• the selling of the "Saws and Tools" business area to Snap On; 
• an on-going dissolution of the Tamrock Rock Tools division due to the fact that from 

mid-1999 the division has ceased to be the local representative of Tamrock's equipment. 
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Figure 4.20 SANDVIK's Organization in Portugal 

The referred stmctural changes are essentially attributed to the consolidation of country-based 
operations (such as Portugal) in regional-based operations. The agglomeration of country 
operations in regional market areas - such as the Southern European segment - is expected to 
bring about cost reduction benefits for the Group. The stmctural alterations are also part of a 
comprehensive restmcturing program implemented by the Sandvik Group due to the 
acquisition of Tamrock (by the end of 1997) and the subsequent merging of this Finnish 
company with Sandvik Rock Tools. The new company, Sandvik Mining and Constmction 
(SMC) was officially formed on April 1 s t, 1998. 

In Portugal, until mid-1999, the business area which was responsible for the sales of 
Tamrock's capital equipment is the "Tamrock & Rock Tools" division. Capital equipment 
sold within this business area include Tamrock drill rigs and rock bolting rigs and loaders 
(TORO). Until mid-1999 there were 15 persons working in this division. At present (January 
2000) the working force has been reduced to eight. 

Major External Contingencies 

SANDVIK's business and profitability is mainly affected by the external factors that affect 
the mining and constmction industries. As such, Governmental global investment plans in 
"Public Works" are the major external factor that affects SANDVIK's profitability. During 
the past decade, Portugal has considerably and increasingly invested in the building and 
constmction of main infrastructures. Hence, demand originating from the constmction 
industry has been subjected to a positive trend. 

Concerning the constmction industry, predictions for the future are also positive. An 
investment of around five thousand billion PTE (around 25 billion EUR) in building and 
construction industry in the "Public Works" sector is predicted for the period 2000 to 2006. 
These investment plans are negotiated at the European Union level, and they are needed in 
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order for the country to reach the average values of development of European Union 
countries' in main infrastructures such as: highways; railway network; residual water 
treatment stations; etc... Major events such as EXPO-98 (worldwide exposition) and the 
European Football Championship 2004 are also driving forces for the development of the 
building and constmction industry. It is also predicted that around 24,000 jobs wil l be created 
each year, during this period. 

In tum, demand deriving from the mining industry has slightly decreased during the past 
decade. Demand from the mining industry has been affected adversely by depressed prices for 
metals and raw materials. Metal prices such as copper and tungsten have continuously fallen 
to their lowest levels for 10-15 years. Consequently, many Portuguese mines have been 
subjected to closure or have been forced to trim their operations. However, an optimistic view 
of the future of mining rules at present. For the near future, an upward trend of metal prices is 
expected. Rising metal prices should result in a gradual improvement in the demand situation 
for machines. 

However, a fall of the metal prices does not always have an immediate adverse effect in the 
demand of capital equipment. In fact, many of the capital equipment investments are made 
when metal prices fall. The customers' mines are then forced to reduce operational costs in 
order to remain competitive. Hence, in a short-term basis, the effects - in terms of demand for 
capital equipment - for supplying companies can be positive. 

During the 1980s inflation and exchange rate of the Portuguese escudo against the United 
States dollar was also considerably affecting SANDVIK's profitability. During that decade 
inflation could reach values of around ten percent. During the 1990s the effects of inflation 
can be mostly disregarded. 

Objectives and Strategies 

The company SANDVTK in Portugal is presently going through a very uncertain period. As a 
result of the restructuring program that the Sandvik Group is implementing, the local national 
operations have been subjected to extensive trimming. Hence, locally, the integration of 
Tamrock and Sandvik Rock Tools has not been regarded as positive for the company. 
Socially, the reduction of working force from 70 to 30 employees was taken harshly. 

Sandvik Mining and Construction's (SMC) broad business objectives enclose market 
leadership while cutting costs effectively - for example, through reducing the workforce from 
7,000 people to 6,000. The business philosophy is "the belief that future business 
relationships will be based on and measured by the extent to which suppliers create value for 
their customers". To achieve better relationships, closeness to the customer is necessary. 
However, closeness doesn't necessarily mean physical proximity. 

An alignment to the prevailing business climate has required gradual adaptations of the 
marketing organization of SMC with the trend being towards larger sales regions and 
increased electronic sales via the Internet. Consolidation of country-based sales operations in 
regional-based sales operations is taking place. It is argued that this is possible nowadays due 
to the sophistication and efficiency of the distribution systems. These systems allied to 
rational, strategically localized central warehouses make it possible to serve effectively the 
different business areas in the various selected regions of the world. 
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In Portugal, SMC has opted during mid-1999 to divest the business area responsible for the 
sales of capital equipment. Today (year 2000) the sales of capital equipment such as drilling 
rigs, bolters, and loaders are handled through a locally based industrial distributor - the 
company CMERTEX. SANDVIK Portugal opposes this policy and does not envisage 
positive effects from this change. Management believes that through this move, the company 
will lose its remaining market share to the main competitor ATLAS COPCO PORTUGAL. 
Technical and commercial support will be lost as technical assistance contracts expire and are 
not renewed. SANDVIK also argues that this position is a paradox as SMC's present policy is 
to focus on the aftermarket through sales of service, spare parts and tools to increase revenues. 

Marketing and Sales of Capital Equipment 

As mentioned earlier, until mid-1999, the business area responsible for the sales of Tamrock's 
capital equipment was the "Tamrock & Rock Tools" division. Capital equipment sold within 
this business area include Tamrock drilling and reinforcement rigs and loaders (TORO). Up to 
this period, there were 15 persons working in this division. The division's organizational 
stmcture is given below (Figure 4.21). 

Business Area 
Manager 

Administrative 
I Support (2 persons) 

Rock Tools Tamrock 
Sales and Technical Sales and Technical 
Assistance Assistance 
(4 persons) (9 persons) 

Figure 4.21 Tamrock and Rock Tool's Divisional Structure in Portugal 

The business area manager of this division was simultaneously the managing director of 
Sandvik Portugal. Regarding Tamrock - i.e., the sales of capital equipment - personnel 
included one mining engineer, two mechanical engineers, and six mechanical workers. The 
division had around 300 customers. Concerning Tamrock, the market is concentrated as 
around 25 customers accounted for most of the sales revenues (between 80 to 90% is 
estimated). Sales of capital equipment represented the major slice of the revenues. After-sales 
services and spare parts are also significant and are regarded as an intrinsic part of capital 
equipment sales. 

The division segmented the market in two: the constmction industry customers and the 
mining industry and quarries' customers. Strategies were developed for each of these 
segments. The first segment answered for more than 75% of the sales revenues. 
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4.3.1.2 Common Context of the Focal Relationship 

In line with the conceptual framework, the following issues are briefly covered (Figure 4.22): 

SOMINCOR 

< r = ^ > 
SANDVIK-
TAMROCK 

"Buying and Selling of Capital 
Equipment for Mining Production" 

Common Context of the Focal 
Relationship: 

Market structure characterization in terms of: 

• Concentration (number and type of actors: 
buyers and sellers) 

• Dynamism (stability / instability) 
• Resource dependency 

Figure 4.22 The Common Context of the Focal Relationship (SOMINCOR-SANDVIK) 

In this study, focus is given to capital equipment used in underground mining. More 
specifically, attention is directed to the underground drilling rigs and bolters (reinforcement 
rigs) which are part of the Tamrock brand. Moreover, the underground loaders TORO are 
considered. In Portugal, the company representing Tamrock's equipment was, until April 
1999, SANDVIK. However, this has not always been the case. It is therefore important to 
provide a brief review of Tamrock's representation in Portugal as this has affected and will 
affect customers' perceptions and evaluation of Tamrock's equipment. Hence, it is an intrinsic 
issue which has affected the focal relationship between SOMINCOR and SANDVIK. 

The first company to be the local representative of Tamrock in Portugal was the industrial 
distributor Quental Pinto Basto (hereafter QPB). The company held the representation for a 
period of approximately ten years - from 1985 to the beginning of 1994. This company went 
bankrupt in 1994 and since then has ceased to exist. The relationship between these two 
companies was regarded as harmonious by the buying company. Unfortunately, the view of 
the local representative at the time was not possible to obtain due to the fact that respondents 
were not available for interviewing. 

At the time of QPB's bankruptcy (beginning of 1994), some companies were interested in 
taking over the representation of Tamrock. Among others: Volvo BM and Sandvik Portugal. 
The latter was selected as the local representative due essentially to the extremely good know-
how of the Portuguese mining and constmction industries. Moreover, this company had been 
doing business for many years with most of the customers of QPB - although in different 
business areas. Enlarging SANDVIK's product portfolio with TAMROCK's products was 
also regarded as positive to the company due to the complementary offerings - e.g., Sandvik 
rock bits are used in Tamrocks' rigs - and expected increase in sales revenues. Hence, 
SANDVIK takes over, headhunts personnel from the main competitor Atlas Copco Portugal, 
and expands the Rock Tools division to "Rock Tools and Tamrock". 
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Expanding was nothing new to SANDVIK; in fact, an expansion policy had been taken by the 
the company since 1989. By this time, Sandvik Rock Tools positioned itself as a "sales-
oriented" division and ceases to be traditionally bounded and identified solely as a 
"production-oriented" division. By then SANDVIK also headhunted personnel from ATLAS. 
To hire experienced personnel is extremely important. To establish an effective "sales and 
marketing" function is a process that takes long time and this can be streamlined by acquiring 
personnel who has previously established personal relationships to important customer 
companies - as it was the case in ATLAS. 

Hence, when during 1994 SANDVIK takes over Tamrock's representation, the company is 
well-equipped in terms of staff to satisfy market needs. However, many problems were 
inherited from the previous representative. Although holding a good reputation and having 
established a good relationship with SOMINCOR, QPB made some "mistakes" in the final 
period of its existence. "Old" equipment was sold, components and spare parts supplied by 
Tamrock in Finland had not be duly paid, "cannibalization" of equipment, etc. As a result of 
this, SANDVIK chose not incorporate QPB's old personnel in the organization. 

From the beginning of 1994 to mid-1999, SANDVIK was representing Tamrock's equipment 
in Portugal. It is this more than five-year relationship which is under focus in this study. 
Further in this case, many details will be provided concerning the evolution of this 
relationship. 

As mentioned earlier, stmctural changes occurring at the Sandvik's Group level - due 
essentially to the merger with the Finnish company Tamrock - have led, paradoxically, to the 
ceasing of Tamrock's representation by SANDVIK in Portugal. Explanations given include 
the regionalist tendency of MNCs - i.e., centralization of country-based operations in 
regionally-based operations - and the necessity to cut costs by trimming the workforce. 

Presently (year 2000), the industrial distributor CTMERTEX holds Tamrock's representation. 
By selecting an industrial distributor, Tamrock reduces costs and investment risks 
considerably. This company was selected due to their well-established distribution network 
throughout the country (distributors and delegations), know-how of the market, and good 
financial capability. Cimertex has long been the representative of Komatsu and Rammer 
(hydraulic hammers, booms for quarries which are part of Sandvik Tamrock Corp.). Cimertex 
has extended it's personnel by hiring for example an old employee of QPB - that was 
established as a free lancer - and giving him the responsibility for sales in the Northern part of 
the country. Further, the responsible for the Southern area of the country is an old employee 
of Ingersoll-Rand (also a well-established equipment brand in the country). 

So far, SOMINCOR has not formed any idea of the performance of CIMERTEX. 
Representatives from the buying company believe that the company is still prospecting the 
market and no formal contacts have been initiated. 

This brief review of the history of Tamrock's representation serves to highlight the relative 
instability that has characterized Tamrock's positioning in the country. A summary of the 
history of Tamrock's representative companies is given in Table 4.5. 
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Table 4.5 Tamrock's Representatives in Portugal 
Time Period Representative Remarks 
1985-beginning 
1994 

QUENTAL PINTO 
BASTO (QPB) 

Had a relationship with SOMINCOR for around 10 
years. Bankruptcy occurs in 1994. 

Beginning 1994-
mid-1999 

SANDVIK PORTUGAL Inherents "problems" from final period of QPB's 
representation. SANDVIK expands and invests 
heavily in the "Rock Tools and Tamrock" division. 

mid-1999 onwards CIMERTEX Industrial distributor with a wide net of contacts in 
the Portuguese civil construction industry. 

The common context of the focal relationship (SOMINCOR and SANDVTK) is the capital 
equipment market for use in mining operations. At a national level - and even globally - the 
market has few actors and is therefore concentrated. The buyer (SOMTNCOR) and the seller 
(SANDVTK) are powerful players acting in a mature, relatively stable market. 

With regard to the mobile capital equipment utilized in SOMINCOR's underground 
operations, the availability of local sources of supply - i.e., brands with representation in the 
country - is scarce. Regarding drilling rigs, the sole competitor is ATLAS. With regard to 
underground loaders, choices are limited to four: Tamrock's TORO; ATLAS Copco Wagner 
loaders; Catterpillar and GHH). Al l these seller companies' are regarded as powerful sellers, 
members of global suppliers of capital equipment for mining applications that offer a wide 
range of products supported by well-known and highly regarded brand names. 

The buyers' market of this type of equipment is also limited in number. During the period that 
SANDVTK held Tamrock's representation in Portugal there were solely four operating mines 
in Portugal - three of which are metal mines (Neves Corvo, owned 51% by Somincor; 
Panasqueira, wholly-owned by Avocet Mining; and Aljustrel, majority owned by Pirites 
Alentejanas S.A.). These buyers are considered as powerful buyers of mobile production 
equipment such as drill rigs and loaders. Other buyers such as constmction companies (e.g., 
Tecnorocha; Epos; Mota & Companhia) highly invest in this type of equipment for their 
tunneling activities. 

4.3.2 Task Characteristics 

The task characteristics of buying and selling capital equipment in the focal relationship are 
addressed in this section (see also Figure 4.23): 

SOMINCOR S N. SANDVIK-

Si 1 / 
T A M R O C K 

"Buying and Selling of Capital 
Equipment for Mining Production" 

\ r 1 r 
Buying Capital 
Equipment: 
• The buying process 

Task Characteristics: 
• Monetary value 

• Importance 

• Complexity 

• Substitutability 

Selling Capital 
Equipment: 
• The selling process 

Figure 4.23 Task Characteristics of the Focal Relationship (SOMINCOR-SANDVIK) 

185 



4.3.2.1 Generic Task Characteristics 

The type of capital equipment sold by TAMROCK to the buying company SOMINCOR are 
essentially drilling rigs and rock bolting rigs, and loaders (TORO) - see also Figure 4.24. The 
monetary value associated with these products is high - perceived both by the buying and 
selling company - and can range from 70 to 120 million PTE (around 350,000 to 600,000 
EURO). 

This type of equipment - which is classified as mobile capital equipment - is also extremely 
important for SOMINCOR. Underground production is dependent on the good functioning of 
this equipment that is subjected to extremely harsh environmental conditions (humidity, mud, 
pronounced slopes which demand much effort and ware from the equipment, etc.). 
Stoppages in the production cycle due to equipment malfunctions have serious consequences 
for the mining company as it implies big losses in profitability. 

This type of equipment is also regarded as extremely important for the selling company. The 
major slice of sales revenues originates from these sales. Besides the high monetary value and 
associated business volume associated, it is also to be considered the spare parts and services 
which are commonly part of such a sale. For example, a bucket for a TORO loader can cost 
more than 2 million PTE (around 10,000 EUR). Furthermore, service support packages are 
usually associated with major sales of capital equipment and form a considerable revenue for 
SANDVIK. 

Figure 4.24 Examples of SANDVIK's Products 
Source: http:www. sandviktamrock. com 

The capital equipment is considered as extremely complex. SOMINCOR considers 
SANDVIK's drilling rigs technically complex and maintenance demanding - in terms of 
more man-hours in relation to ATLAS' drilling rigs. TORO loaders are also complex. This 
equipment clearly holds SOMINCOR's preference in terms of underground loaders. The 
equipment is robust and fits very well to the underground working environment of the Neves 
Corvo mine. SANDVIK's rock bolting rigs are also highly regarded by the buying company. 
This equipment is also regarded as strong and resistant to rough treatment. 

SANDVTK also thinks that the equipment is complex. The degree of standardization is low. 
The selling company stated that: "We start with a tailor-made product and end-up having a 
SOMINCOR-standard'. Customization is usually required as a means to adapt the capital 
equipment to the working environment of the buying company. 
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In terms of substitutes, there is limited choice available in the capital equipment for mining 
operations' market. Hence, when a certain product has proven its applicability to the buyer's 
mine it is difficult to replace it for another competitor's product. Besides, economies of scale 
are gained if mining companies have similar type of capital equipment (although it can be 
different models) - for example, by having a fleet of TORO loaders, SOMINCOR can 
optimize the stocks of spare parts and reduce maintenance hours due to acquired experience 
of the personnel with this type of equipment (according to the buying company). 

4.3.2.2 Buying of Capital Equipment for Mining Production 

Buying capital equipment at SOMINCOR follows the generic patterns that were indicated 
during the previous case. The description provided is applicable to purchases of capital 
equipment, independently of the fact that they are supplied by ATLAS, SANDVIK, or any 
other supplier. The activities that commonly take place when SOMINCOR purchases capital 
equipment used in underground operations have already been outlined and will therefore not 
be repeated (for recollection, see section 4.2.2.2, pp. 164-165 of this thesis). 

4.3.2.3 Selling of Capital Equipment for Mining Production 

The market for sales of capital equipment for the mining industry has few customers. These 
are handled as strategic accounts. Moreover, the managing director had the direct 
responsibility for the four main customers which were handled as key accounts. These are: 
SOMINCOR, EPOS, BERALT, and MONIZ da MAIA. 

Personal selling was the centerpiece of SANDVIK's marketing and sales of capital 
equipment in Portugal. Personal interaction is essential for the purpose of facilitating 
exchanges and building relationships that carry mutual advantages for the selling and buying 
firms. In such a concentrated market, SANDVIK is highly dependent on the key accounts. 
Customer service is given an extremely high importance. Hence, personal contacts are 
frequent, including courtesy visits to senior managers and the buying processes' decision
makers and influencers. In terms of product development it is also paramount to be in the 
technological forefront and grasp all opportunities to work with these customers. 

Although SANDVTK has only held Tamrock's capital equipment representation during the 
time-period 1994 to 1999, it's sales personnel had long-term experience and know-how of the 
customers' market. As it has been referred earlier, SANDVIK's personnel had been operating 
in this market for a long time (some had been previously working for more than a decade with 
the main competitor ATLAS). Hence, personal relationships were already established and 
prospecting the market is no longer necessary as this knowledge was in-built in the company. 
Customer registers containing contact names of the customers' decision makers, influencers, 
managers detaining the technical know-how, etc... were promptly prepared. 

Strategically, long-term relationships characterized by cooperative behavior were always 
sought with the capital equipment customers. Hence, exchange situations have occurred in the 
context of a long-term relational exchange. The selling activities enclosed in a focal 
transaction with these type of customers are described as follows: identification of new 
prospective sale; preparation of the "scope of the sale"; presentation of the initial proposal; 
further proposals and negotiations; contract signing or sale closure; and sale follow-up (this 
process can be visualized in the figure below). 
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Figure 4.25 The Selling Process of Capital Equipment at SANDVIK 

The identification of a new prospective sale was done through frequent contacts with the 
customer companies. Both telephone-contacts and site visits were constantly pursued by the 
selling company. Through these, SANDVTK managed to maintain itself up-dated as to 
customers needs and problems that could be solved through new capital equipment 
acquisitions. 

Once a specific need was identified, the sales engineer started preparing the scope of the sale. 
In this, besides the capital equipment item (such as a loader, rock bolting rig, drilling rig), it is 
important to determine the associated spare parts required as well as the scope of maintenance 
and repair which would best suit the particular exchange. Based on an initial idea of what the 
exchange might include - i.e., the scope of the sale - a presentation of an initial proposal 
takes place. Technical design and specifications of the different models of capital equipment 
were carefully discussed, advantages put forward, performance expectations argued, etc. The 
outcome of these discussions naturally influence the scope of the sale, which changes as the 
parties interact and decide on the best way(s) to satisfy customers needs. This usually takes 
place in the customers' sites and in a rather informal way. For a good and effective 
presentation of the initial proposal/sales message it is essential to visit the customer's 
production site with the appropriate personnel from the buying company. By appropriate it is 
meant those within the organization that use capital equipment (production and maintenance) 
and therefore can best perceive and understand the advantages that arise from new equipment 
acquisitions. Depending on the scope of the sale, visits to mine sites abroad where similar 
equipment is operating may be included. These visits are very important as a selling activity. 
Besides the clear advantage of "seeing" and discussing with other peers the advantages and 
disadvantages of the equipment, good social contact is established. 

Based on the former activities, a proposal is prepared and subsequently negotiations may 
begin. These two activities follow each other in a loop until a proposal that has acceptable 
terms for both parties is put forward. The responsible for the sale that can be a sales engineer 
or the managing director itself (in case of the key accounts) is always involved during 
negotiations. Assistance is required from SANDVIK's administrative support and technical 
assistance may also be required from other sales engineers - i f needed. Key issues during 
negotiations include: necessary product adaptations, spare parts required, after-sales support 
(maintenance and technical assistance). These issues are determinants of the price tag that will 
be associated with the final proposal or tender. Negotiations are always handled with a 

188 



cooperative spirit and the selling company strives to satisfy customers' requirements. At this 
stage, the selling activities start to entail "formalization", in the sense that written 
documentation is carefully prepared. 

Issuing a final contract that will be signed by both parties formalizes the closure of the sale, 
which is the objective of SANDVIK's selling process. Once the sale is effectuated, 
SANDVIK commonly continues to work closely with the customer by accompanying the 
performance of the capital equipment - directly through its own personnel that provides 
technical assistance in the customer's site or through frequent contacts taken with customer's 
production and maintenance personnel that serve the equipment. 

The sales engineer or managing director responsible respectively for the customer's account 
or key account is always involved in capital equipment sales. As it can be noticed from the 
aforementioned, it is also this person who carries out most of the selling activities. Eventually, 
other persons may get involved depending on the specific needs and complexity of the 
exchange - that will determine the degree of technical or administrative support required. 

4.3.3 Interaction Processes 

The interaction processes of exchange, adaptation, and coordination will be discussed in the 
next two sections. As mentioned in the beginning of this case, it is the development of the 
relationship between SANDVIK and SOMINCOR which is in focus. However, in order to 
attain a broader perspective, and due to the fact that it was occasionally found appropriate by 
the respondents, data regarding other time-periods is also included. 

4.3.3.1 Exchange Processes 

The relationship between SOMINCOR and Tamrock's representatives has a history of 
approximately 15 years. During the mid-1980s, more specifically during 1985, SOMINCOR 
acquired its first Tamrock rock-bolting rig (bolter - Jumbo No.l 1) from the local distributor at 
the time - which was the company QPB. At the time this rock bolting rig was considered due 
to the technical design of the machine and the well-known brand name. Also during this 
period, Tamrock's drilling rigs were eliminated as potential purchases due to the fact that the 
technical design was considered too complex and hence required additional man-hours of 
maintenance in relation to competitors' products - such as ATLAS' drill rigs. 

During the second-half of the 1980s, no major exchange episodes occurred between 
SOMINCOR and QPB (Tamrock's representative during this period). However, indirectly 
Tamrock's capital equipment was well represented in SOMINCOR's mine as the main 
contractor for the development of the underground works - that took place between 1986 and 
1988 - was mainly using this type of equipment. Hence, Tamrock's equipment with emphasis 
on TORO loaders acquire a good reputation among SOMINCOR's technical personnel. 

In the beginning of 1994, SANDVIK becomes the representative of Tamrock in Portugal. 
However, SANDVIK's history with SOMINCOR dates back to the foundation year of the 
buying company (1980) as the companies have always been connected through business 
conducted in other areas (such as steel, coromant, and rock tools). Hence, the parties were 
acquainted with each other. 

189 



During this first year with Tamrock's representation, the first exchange episode of capital 
equipment occurs between the companies when SOMINCOR purchases a TORO loader (the 
model TORO 400) from SANDVTK. Every year, exchange episodes occurred. Particularly, 
the year 1996 starts promising for the selling company as SOMINCOR asks for quotations 
from SANDVIK and the main competitor - ATLAS - concerning the intention to renew 
considerably the mine's machine park. At this time, maintenance costs for capital equipment 
were extremely high - "astronomical" even - and the need for new acquisitions essential to 
reduce production costs. Furthermore, during 1997, the downward trend of copper metal 
prices became even more pronounced and the need for new capital equipment acquisitions 
that would lead to reduced production costs became a priority for SOMNCOR's top 
management. It was also during this year that the climate of labor unrest that culminated in 
two strikes occurred. As mentioned, the strikes were a result of the difference of positions 
between management and union regarding the implementation of the regime of continuous 
laboration (i.e., working continuously on a three-shift basis). 

Between 1996 and 1999, extremely important exchange episodes took place. Totally, eleven 
capital equipment items were purchased by SOMINCOR. Specifically: six loaders (TORO) 
and five JUMBOS (drilling rigs and rock bolting rigs). During this period SANDVTK 
managed to continuously win orders from SOMINCOR to ATLAS' detriment. 

The exchange "episodes" are highly dependent on the type of mobile production equipment 
that the buying company intends to acquire. SANDVIK's rock bolting rigs and TORO loaders 
are preferred to any of functionally similar products available in the market. This equipment 
type has proven its high performance in SOMINCOR's underground operational (production) 
environment. The past performance of this equipment when operated by the main 
underground contractor (EPOS) has also played an important role in the establishment of this 
reputation. The machinery is regarded as robust and operator-friendly. A main criteria when 
selecting mobile production equipment is the estimated amount of maintenance and repair that 
the equipment needs throughout its life-time. High functional reliability , i.e., the ability of the 
equipment to consistently and with quality perform its functions is emphasized as a basis for 
equipment selection. 

Presently, i.e., year 2000, SANDVIK's fleet of capital equipment of Tamrock's brand at 
SOMINCOR consists of four rock bolting rigs, six underground loaders, two drilling rigs 
(long-hole). SANDVTK is no longer Tamrock's representative in Portugal, however, the 
service agreements are on-going, and in this sense the relationship continues. However, as 
SANDVIK's position in the market changes drastically and the organization is subjected to 
intense reduction of its working force, the technical and commercial support is lost and 
management foresees no continuity to this relationship - at least as a capital equipment seller. 

During the years the relationship lasted (1994 to 1999), both companies invested heavily in 
the relationship. This investment is reflected both in monetary terms as well as social terms. 
The unit cost for capital equipment is, as referred earlier, high. For example, the unit cost for 
TORO loaders was around 3,000,000 FTM (1997 prices). The total value of business is 
estimated to be around 1,5 billion PTE (around 7,5 million EUR) during the more than five 
years relationship. 
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Socially, SANDVIK and SOMINCOR have also invested. This can be evidenced by the 
pattern of regular contacts established. SANDVIK's managing director (who also held the 
responsibility for Tamrock's business area) visited regularly the mine site, as often as weekly. 

He tried to be present during mine production meetings in order to acquire first-hand 
information regarding the equipment's performance and eventual problems. SANDVIK's 
technical support personnel were also located at the mine site. With these, contact was taken 
on a daily basis. SANDVIK had one supervisor and three service specialists at the mine on a 
full time basis. This was part of a service support package provided which will be thoroughly 
described when addressing the adaptation and coordination processes that have taken place 
between the companies. Therefore, SOMINCOR's shift personnel (production and 
maintenance) was in daily direct contact with SANDVIK's support personnel. Further, 
production, maintenance, and purchasing managers took often contact with SANDVIK's 
management. Besides, all major acquisitions were even discussed at a top management level. 

The pattern of contacts was described as identified in Table 4.6. 

Table 4.6 Pattern of contacts between SOMINCOR and SANDVIK 
Who Frequency of 

contacts 
Topic / Why 

SOMINCOR - Purchasing 
Department 

Regularly / 
weekly basis 

Request for proposals, price information 
regarding spare parts, consumables related to 
other business areas within SANDVTK, etc. 

SOMINCOR - Maintenance 
Department 

Weekly Technical information; labor issues related to 
the SANDVIK's personnel; requests for 
catalogues, specifications, etc. 

SOMINCOR - Production Once a week Technical information regarding steel, rods, 
"bits"; drilling accessories, etc. 

SANDVIK - Managing 
Director 

Weekly Technical information, spare parts needs, and 
up-date of the performance of the capital 
equipment fleet. Information concerning new 
products. 

SANDVTK - Site Technical 
Support Personnel 

Daily The personnel follows daily production shifts 
of the buying company. Permanent contact 
and support with production and maintenance 
departments of SOMINCOR. 

SOMINCOR did not consider SANDVIK's personnel technically competent. Although 
SANDVIK emphasized in providing continuous service of the equipment, the buying 
company doesn't perceive this technical support as satisfactory. Among other things it was 
mentioned that the personnel was not helpful in needing situations - such as those where 
serving capital equipment from other brands was required. Such attitudes led to conflicting 
situations, especially in an environment that is so dependent on the good functioning of "all" 
the equipment that is in operation. 
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4.3.3.2 Adaptation and Coordination Processes 

Adaptive behavior characterizes the development of SOMINCOR-SANDVIK's relationship. 
For example, adapting the products with the purpose of best serving customer requirements 
has been SANDVIK's policy throughout the relationship. Interestingly, the selling company's 
managing director affirmed that: "We start with a tailor-made product and end-up having a 
SOMINCOR-standard". By this it is meant that the degree of customization tended to 
increase to the point where specific-company standards are created. 

The range of product adaptations is wide: from small adaptations like incorporating a sound 
signaling system to warn the operator when oil is running out, to bigger adaptations like the 
incorporation of an emergency steering system. Several examples were provided: the 
adaptation of the drilling rods to 4 meters (the common standard is 4,30 meters); adaptations 
of the design of the buckets of the loaders to meet the requirements of an extremely abrasive 
geological environment; 48 mm rock drilling bits; etc. Particularly, the TORO loaders needed 
reinforcement in some parts (e.g., axles broke easily even with double protection) in order to 
meet the very harsh haulage in the underground drifts. Al l these adaptations lead to increased 
efficiency (input/output) of the customer's production process. 

Special delivery policies were created with SOMINCOR. Particularly, during the years 1996 
to 1999 where a series of important exchange episodes occurred. Reduced delivery leads were 
created. In tum, payment conditions were standard, i.e., 30 days from delivery date with the 
specific requirement that the payment currency would be FTM (Finnish Marks). 

SANDVIK has opted for not having a "Support Center" at the customer's site. The previous 
representative of Tamrock, QPB held a components' stock at the mine site. This was highly 
appreciated by SOMINCOR, however, SANDVIK's position of stock rationalization led to 
the option of not keeping stocks of components at the site. 

In tum, SANDVTK invested heavily in the creation and implementation of a "Service Support 
Package for Somincor Mine". As a result of the renewal of the "machine park" at 
SOMINCOR and consequent series of acquisitions of mobile capital equipment - as much as 
11 items - the fleet of Tamrock's equipment require specialized technical assistance around 
the clock. Hence, SANDVTK together with Tamrock created a service support package whose 
intent was: "to create a long term partnership with Somincor and earn the status as 
Somincor's preferred supplier by contributing to the mine's short and long term objectives 
concerning reduction of equipment operating costs and parts inventory value at the mine. The 
success of this partnership will require an open and close cooperation by both parties" — as it 
is stated in the tender documents issued in the beginning of 1997. 

This service package is regarded as an integral part of the supply of several capital equipment 
items - referred as "The Equipment". The scope of the service support package included 
supervision, maintenance, and training. Hence, SANDVTK placed one supervisor and three 
service specialists at the mine on a full time basis. The supervisor was a Tamrock's expatriate 
factory representative. The main task of this personnel was to increase the skill levels and 
knowledge of SOMINCOR's operators and maintenance personnel; thus reducing "The 
Equipment" operating costs. Details of this "Service Support Package" are provided in Table 
4.7. 
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Table 4.7 Scope of the "Service Support Package " 
Scope of the "Service Support Package"between SANDVIK & SOMINCOR 

Item Description 
SANDVIK's 
supervision 
task 

• Review and adjust "The Equipment" preventative period maintenance 
programs; and ensure that they are properly followed; 

• Monitor "The Equipment" parts consumption's, evaluate the abnormal and 
make recommendations for the corrections; 

• Evaluate the level of skills for both maintenance and operation personnel, 
then together with Somincor's training department set-up detailed training 
programs; 

• Establish an exchange component program which optimizes the equipment 
operation, shortens unexpected downtime and controls operational costs; 

• Promote the overall process of proper preventative maintenance by 
integrating the hands-on service specialists into mine's preventative 
maintenance teams for "The Equipment"; 

• Participate in the spare parts stock control program; 
• Provide feedback to Tamrock's factory on "The Equipment's" 

performance under local conditions; and make recommendations which 
can be used to improve the overall function and reliability. 

SANDVIK's 
service 
specialists 
tasks 

• Perform, together with mine's maintenance teams "The Equipment's" 
preventative maintenance according to the established program; 

• Lead and train the mine's members of preventative maintenance teams. 

Training aids • Overhead transparency sets; 
• Videos; 
• Computer animated training programs (e.g., basics of hydraulics; Power 

class jumbos hydraulic systems, rock drills, characteristics of loaders, 
etc.) 

Inventory 
Control and 
Parts 
Deliveries 

• SANDVIK will assist SOMINCOR in identifying and controlling an 
optimal and practical spare parts inventory based on supply logistics, 
actual usage intensity and the criticality of the parts. This will be applied 
through the implementation of Tamrock's Inventory Control Principles 
(ICP). 

• Based on the above mentioned ICP, SANDVTK will guarantee the 
following availability of spare parts: 
- All frequently moving parts (considered as critical items) shall be 

ordered by stock replenishment order once per week. At least 90% of 
the parts will be delivered within 14 days to SOMTNCOR's site 
warehouse, while the remaining 10% are delivered within a maximum 
of 21 days. 

- Non frequently moving parts will be delivered as follows: a) in case of 
breakage, at leasts 90% within 48 hours (exception made for 
Portuguese and Finnish holidays); b) non-break order, at least 90% 
within 21 days while the remaining 10% within a maximum of 45 
days. 

193 



The preparation of this "Service Support Package" took several months and implied - among 
other things - the mapping of Tamrock's parts inventory at SOMINCOR (which was at the 
time - February 1997 - as much as 220 million PTE! - around 1,1 million EUR). When 
confronted with this value SANDVIK established as a short-term objective the reduction of 
this inventory by 25 million PTE (around 10% - meaning approximately 125,000 EUR). 
Further, the long-term objective of reducing it to 50% (in a period between 12 to 18 months) 
was established. 

It is important to refer that this "Service Support Package" was designed to serve solely "The 
Equipment" - i.e., the equipment supplied by SANDVTK. It was particularly emphasized that 
the supervisor and the service specialists should solely concentrate on the preventative 
maintenance programs of "The Equipment". 

An intrinsic guarantee of this service support package was that the spare parts consumption of 
certain capital equipment items would not exceed a certain level. For example, the 
H205Dpower Class Jumbos would not exceed USD 0.78/ Drilled Meter averaged over 12,500 
percussion hours. With each jumbo drilling 1,250 percussion hours per year, this relates to 10 
years of operation. This type of guarantee that operating costs wil l not exceed a certain 
amount is very rare, and risky to the seller's company due to the wide array of contingencies 
(e.g., operator's malpractice) that can influence the equipment's performance and are beyond 
the control of the supplier. 

Very special payment terms and "tailor-made" discounts were also created specifically for 
this "Service Support Package". For example, the supervisor and the three service specialists 
were not invoiced during the first 12 months period provided that SOMINCOR entered into 
the exclusive parts supply agreement with SANDVTK. 

In short, the scope of this agreement included many perceived benefits for the buying 
company as well as the selling company. For the latter, essentially long-term benefits were 
perceived through the continuous supply of spare parts of "Tamrock's origin", i.e., 
manufacturer's spare parts. In this way, quality is assured and equipment's performance is 
enhanced. Ultimately, manufacturer's reputation gets better and leads to repeated purchases 
that increase sales revenues for the selling company. 

Although conceptually this "Service Support Package", originally, entailed many perceived 
benefits for both parties, its implementation was not a success. Many problems arose along 
the way leading to its termination in December 1998. Despite all the efforts taken, the 
agreement was only valid for one year! 

What went wrong? Both parties can identify several flaws in the implementation of the 
agreement. SOMINCOR states that the cooperative behavior of SANDVIK's personnel was 
not the best. As referred earlier, "SANDVIK's service personnel was too stuck to agreement 
clauses and failed to assist SOMINCOR in needing situations - such as repairing equipment 
from other brands" - stated SOMINCOR's heads of production and maintenance 
departments. Spare parts delivery didn't follow the agreement's premises. For example, the 
local representative "didn 't know the prices of spare parts and it could take two to three 
months to get them" - as affirmed by SOMINCOR's head of the sourcing department. 

To a certain extent SANDVIK's managing director asserts these comments and further 
identifies other problems, emphasizing on miscommunications due to cultural differences 
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between the Portuguese and the Finnish. Cultural problems were also emphasized by the 
buying company. SANDVIK's communication with Tamrock in Finland was not the best. As 
commented: "The necessity of formalization was extreme with the Finnish. Every small issue 
became extremely complicated. If we requested prices for sp>.re parts, we could receive 
different versions of the same item. Besides, we were never sure. Every response always came 
with a 'but'... They always acted suspiciously... We were used to another pattern of 
communication with the Swedes - oral agreements were abiding, business was conducted in a 
smoother way, with another mentality...". Naturally, these internal problems with the parent 
company were reflected in the relationship with the customer company. SOMINCOR felt that 
they "were one more customer, and not 'the' customer" - as stated by the head of the 
sourcing department. "Many times, the strictness of the Finnish supervisor to contractual 
clauses was not justifiable" - as commented by SOMINCOR's production engineers. 
Furthermore, critics include the fact that SANDVTK didn't take the initiative to propose 
possible technical solutions to operational problems that occurred. As a result of this the 
technical competency of SANDVIK's personnel is not highly regarded. 

Although agreeing to many of the aforementioned issues, SANDVIK thinks that many of the 
miscommunications had their origin in the "bad operation practices of SOMINCOR's 
machine operators who don't conduct preventative maintenance; focus is always on 
production rather than maintenance. You run the machine until it breaks... - it's very difficult 
to serve and assist equipment with this type of standpoint... Remember, problems are always 
two-sided. " - as remarked by SANDVIK's managing director. 

SANDVIK's managing director believes that this type of agreement that encompasses the 
sales of capital equipment with a guarantee of operational cost will be the future and a first 
step towards the outsourcing of maintenance services by mining companies. He also believes 
that the fact that the "service support package agreement" was not renewed was more due to 
the internal problems and structural changes within the Sandvik Group rather than insoluble 
problems with the buying company. Conceptually, the idea is extremely good, however, more 
care must be given to basic implementation aspects - such as a good coordination between the 
subsidiaries and the parent company, and personnel with good adaptability to the customer's 
environment. 

Presently, the divestment of the Tamrock business leads to the termination of the relationship 
with SANDVTK in what regards sales of mobile capital equipment. The local managing 
director believes that this is a major error: "We're giving all the market share to ATLAS! 
Before, we held a 50%-50% market share. Together, we have managed to keep other 
competitors away. Even in other areas we have managed to keep strong competitors away -
such as Ingersoll-Rand in the air compression business area. The Tamrock - Rock Tools 
'marriage' has been too dominated by the Finnish and as a result the technical and 
commercial support is lost..." 

By attributing the Portuguese representation of Tamrock's equipment to an independent 
distributor, the company CTMERTEX, cost reductions are achieved through the dilapidation 
of SANDVTK' s administrative and technical support areas (in terms of heavily reducing fixed 
personnel costs). These strategic moves by the parent company - the Sandvik Group - are 
taken harshly locally. The buying company categorizes the present situation as "dubious" and 
assumes the position to "wait and see". The fact that there is a lack of exclusivity in terms of 
representation of Tamrock's capital equipment is, however, highly criticized. This is 
translated in a lack of continuity that is not praised by SOMTNCOR. 
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4.3.4 Outcomes 

In line with the constructs selected in the analytical model, considerations concerning the 
following outcomes are outlined: satisfaction, tmst, commitment, and effectiveness. 

4.3.4.1 Satisfaction, Tmst, Commitment, and Effectiveness 

The companies, SOMINCOR and SANDVIK, expressed their "dissatisfaction" with many of 
the aspects that the long-term relationship between the companies entailed. Naturally, this 
view is expressed in view of the present (year 2000). This was not the feeling that was held 
back in 1996 and 1997 when major "exchange episodes" were on-going and the service 
support package was created. 

Looking back, SOMINCOR believes that SANDVTK was not inclined or even endowed to be 
an effective after-sales provider. Although the quality of certain Tamrock's products is 
superior to many of the competitor's products (such as the TORO loaders or the rock bolting 
rigs), SANDVTK failed to provide competent technical assistance and after-sales support. An 
essential aspect in which the selling company failed was for example the prompt delivery of 
necessary spare parts. Although conceptually an extremely good service support package was 
conceived, its implementation failed. For instance by not abiding to planned delivery schedule 
for spare parts, trust is lost as reliability and integrity start to be questioned. Also, initial 
contradictory positions such as the closing of the site Service Support Center - held by the 
previous representative QPB - were not well-regarded by SOMINCOR. 

The financial and technological gains for the companies arising from the implementation of 
the "Service Support Package" were also overestimated, specifically if one considers that it 
was only ruling (on-going) for one year. Investments made, can, to a certain extent, be 
considered as lost, particularly from the seller's perspective. However, the total value of 
business attained during the years of the relationship are regarded as high, and in this sense, 
the performance of SANDVTK translated in sales volume is regarded as good by the selling 
company. 

Dissatisfaction from SOMINCOR's perspective is mainly expressed in terms of lack of 
technical competence, lack of information sharing - particularly when comparing to the 
working relationship with the main competitor ATLAS. The issue of instability - in terms of 
the succession of different representatives of Tamrock's equipment - is also emphasized by 
the buying company as creating a climate of lack of long-term confidence (or tmst). 

On the other hand, SANDVIK managed to - in the short period of five years (short relatively 
to the main competitor ATLAS) - create a continuous flow of important exchange episodes 
and design a support package that encompassed commitment from both parties. As stated in 
this agreement, the purpose being "to create a long term partnership with Somincor and earn 
the status as Somincor's preferred supplier by contributing to the mine's short and long term 
objectives concerning reduction of equipment operating costs and parts inventory value at the 
mine...". Hence, the desire to commit existed during the first years. However, real 
commitment or rather the enduring desire to pursue the relationship was not maintained -
who's to blame, the parent company or the local subsidiary, or the buying company is beside 
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the point due to the fact that this desire has always to be mutual... (as commented by 
representatives of both companies). 

The termination of the relationship SOMINCOR- SANDVIK (in what regards the sales of 
Tamrock's capital equipment) represents a big loss to the selling company. A big financial 
backslash is partially attributed to this termination. Sales revenues originated from the sales of 
capital equipment (which represent the major slice) are lost and the attached technical and 
commercial support is also lost. From 1998 to 1999, sales revenues decreased as heavily as 
from 3,5 million PTE to 1,5 million PTE (total for the former Tamrock and Rock Tools 
division) - meaning approximately from 17,500 to 7,500 EUR. 

The buying company could not clearly state whether the termination is a gain or a loss. For 
instance, the "Service Support Package" was beneficial in the way that it lead to a better 
conception of the "Sole Supplier Agreement" with the main competitor ATLAS - which will 
come into force during the year 2000. Of course, Tamrock's mobile capital equipment is still 
of key importance for the running of SOMINCOR's underground operations and the need for 
adequate technical support and spare parts delivery extremely important. As SANDVIK's 
personnel were not regarded as providers of good technical assistance, their termination is not 
perceived as any major loss. However, the necessity to "start all over again", establishing 
functioning patterns of contact, social interaction with new sales representatives, etc... with 
the new industrial distributor CIMERTEX requires an investment from the buying company. 
In this sense, SOMINCOR considers the lack of continuity as a lost. Whether it wil l be a gain 
or a loss, the future will tell, and this will be measured in relation to the performance of the 
prior agent (in this case SANDVTK) - as SANDVIK's performance was many times 
measured or perceived in comparison to the performance of the former representative QPB. 

There were no major operational linkages instituted between the companies. Although 
entailing a long-term perspective (at least throughout the life cycle of the equipment), 
contracts signed regarding the sales of capital equipment link the companies only temporarily 
(e.g., until delivery is completed). The "Service Support Package" agreement, although 
having aimed at long-term commitment was legally designed to be renewed every year. In the 
case of this relationship it was easily terminated through its non-renewal during 1999. No 
capital bonds were created between the companies 
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4.4 Case Three: The Development of the Long-Term Relationship Between B E R A L T , 
TIN & WOLFRAM and ATLAS COPCO PORTUGAL 

4.4.1 Contextual Variables 

Evidence regarding the contextual issues are presented in this section. Firstly, the context of 
the buying organization (BERALT, TIN & WOLFRAM) is presented. The selling 
organization's context will not be repeated as it was already referred in the first case 
(SOMINCOR- ATLAS COPCO PORTUGAL). Secondly, issues pertinent to the common 
context of the focal relationship are addressed. 

4.4.1.1 Context of the Buying Organization - BERALT, TIN & WOLFRAM 

The issues illustrated in the next figure will be presented within the context of the buying 
organization (Figure 4.26). 

Environmental 
contingencies 
affecting demand  
dynamics, e.g.: 
• Economical 
• Legal; political 
• Technological 

s* 
B E R A L T , TIN 
& W O L F R A M 

Producer of tungsten 
concentrates 

Organizational characteristics: 
• Size; age; production 
• Objectives and strategies 
• The Sourcing Department; centralization; 

structure 

Figure 4.26 The Context of the Buying Organization - BERALT 

The Buying Organization 

BERALT, TIN & WOLFRAM (hereafter BERALT) is a mining company wholly owned by 
AVOCET MINING PLC. This United Kingdom based group is a major western world 
producer and processor of tungsten (also know as Wolfram), and gold. At present, the Group 
holds approximately eight per cent of current world tungsten production. Tungsten has a wide 
range of industrial uses. This metal is an essential commodity primarily used in cemented 
carbide (also called hardmetals) and high speed steel tools (essential in the mining and 
constmction industries). Among others, household wise, tungsten is used in light bulbs, 
television sets, computer displays, and magnetrons for microwave ovens. The group's 
stmcture is presented in the figure below: 
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Figure 4.27 AVOCET MINING'S Structure 
Source: AVOCET's Web-site (http://www.avocet.co.uk) 

The buying organization, BERALT, runs the Panasqueira mine located in East Central 
Portugal. The history of BERALT and the Panasqueira Mine goes back more than 100 years! 
The company was founded in 1896 and production and ore concentrating date from the 
beginning of the 20 t h Century. 

Throughout more than 100 years BERALT has been subjected to many business fluctuations. 
Extreme prosperity has been associated to the two World War periods. In 1914, there was a 
big development of the mining operations. The number of people working with mineral 
extraction ascended to 1800. Between 1918 and 1928, mining activities oscillated - increasing 
and/or decreasing - following tungsten prices. In 1934, there was a big increase in tungsten 
prices and this trend continue until the end of the second world war. Production reached the 
highest levels ever. There were as many as 5790 people working directly for the company. 
Additionally, there were 4780 miners working as free-lancers that sold recovered ore to 
BERALT. Totally, there were more than 10,000 people involved in mining activities! 
However, in July 1944, the Portuguese government ordered the closure of all tungsten mines 
in the country. Until the end of this decade, wolfram price drastically fell as a result of the 
termination of the war and recovery only happened in 1950, associated with the Korean war. 

Between the 1950s to mid-1960s, mine production was relatively stable while the company 
matched metal prices oscillations by improving considerably cost efficiencies in production. 
From 1966 to 1970 an expansion period occurred associated with the positive evolution of 
metal prices. After 1974 (year of the Portuguese Revolution of the 25 t h of April), labor costs 
increased considerably leading to a bigger mechanization of the underground operations. 
Therefore, between 1980 to the mid-1980s, major investments in capital equipment were 
conducted in order to mechanize underground production. Simultaneously, new methods of 
exploration were adopted (namely the room-and-pillar method). The deepening of the mine 
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was also executed and a new deeper level (Level Two) started-up in 1982. From 1983 
onward, tungsten prices started to go down. Unfortunately, this downward trend was never 
reversed (until the present). 

During 1990, MLNORCO (a North-American Mining Company) acquires 80% of BERALT, 
however, due to the pronounced fall of tungsten prices, the mine is closed in 1993. In June 
1994, AVOCET MINING acquires MINORCO's shares and remaining 20%, and the mine re
opens in January 1995. 

During the last five years of the 1990s, the mine was subjected to a major turnaround strategy 
that included: the further deepening of the mine through the opening of a new deeper level 
(Level 3); the constmction of a new processing plant; and the commissioning of a new shaft 
connecting Levels 2 and 3 (during July 1997). This shaft was intended to facilitate mining 
higher grade reserves that are located at greater depths. During 1998 this shaft was put into 
operation. However, metal prices continue to fall and production is reduced. The working 
force is also trimmed and consideration is given, again, to place BERALT's operations in care 
and maintenance. To forestall these actions, the Portuguese government agrees to support a 
training program for the workers that permits the mine to continue its operations for three of 
its five day workweek. This special agreement expired on 31 s t of December 1999. For the next 
three years (2000-2002), BERALT has agreed to contracts with two major customers 
representing minimum sales volume of 200,000 mtus3 1. These contracts assure minimum sales 
prices that are favorable for the company relative to the average cash cost of production which 
is at present USD$36/mtu. 

In short, in terms of organizational context, significant events that have occurred during the 
past decade include: 

• 1990: Acquisition of BERALT by MINORCO. 
• 1993: Production ceases and the mine is placed on care and maintenance due to 

unfavorably low tungsten prices. 
• 1995: Acquisition of BERALT by AVOCET MINING PLC. Re-start of mine operations 

and start-up of the implementation of the turnaround strategy. 
• 7997; Inauguration of the final element of the concentration plant. Commissioning of the 

subvertical hoisting shaft. As the year progressed, BERALT reduced its production to 
meet customers' decrease in demand. 

• 1998-99: Reduction in production is implemented to match downward trend in metal 
prices and lower sales. The workforce is further reduced and consideration is taken by 
AVOCET to place BERALT's operations in care and maintenance. The Portuguese 
government supports a training program and the mine remains in operation three out of 
the five days in the week. 

• 2000: BERALT assures sales of 200,000 mtus for the next three years. 

As it can be noticed from the above description of the history of the company, BERALT's 
business profitability is extremely dependent on tungsten (or wolfram) prices. The highly 
unfavorable prices that have mied since the beginning of the 1980s have led to the closure of 
most tungsten producing mines in Western Europe. At present there are solely two operating 
tungsten mines in Western Europe: the Mittersill mine in Austria and the Panasqueira mine in 
Portugal. Both are owned by AVOCET MINING PLC. The following Table 4.8 provides 
recent indicators and predictions related to production for BERALT. 

3 1 "mtu" stands for metric ton unit 
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Table 4.8 Recent Indicators and Predictions - BERALT 
Indicators 1997 1998 1999 2000 2001 2002 2003 

Ore concentrates production 
(mtus32 ofWOj). 

100,070 60,000 63,000 105,000 170,000 170,000 221,000 

Number of employees 235 180 165 165 165 165 165 

Average cost of production 
($US/mtu) 

43 48 36 

Average annual tungsten price 
($US/mtu) 

76 66 

Source: Primary data obtained during interviews 

The mine is considered to be in the declining stage of its life cycle. If the estimated rhythm of 
production is maintained, the mine with be subjected to closure in five to six years time. 
However, with this type of geological environment - with horizontal veins - predictions are 
hard to make. The mine may develop deeper and continue to produce i f external 
contingencies, such as an upward trend of tungsten prices, would justify economically the 
extraction of deeper ore reserves. 

Major External Contingencies 

The major external contingency that affects BERAJLT's profitability is tungsten prices. 
Regarding this, BERALT has been exposed to an extremely unfavorable external framework 
(see Figure 4.28). 

Average tungsten price (US$/mtu) 

Year 

Figure 4.28 Average Tungsten Prices 
Source: Metal Market Statistics and Metal Bulletin 

As it can be noticed, tungsten prices evolution have not been favorable for tungsten 
concentrates producers'. A number of reasons underlie the downward trend of tungsten prices. 
During the 1980s the decrease in price can be essentially attributed to a continued oversupply 
of Chinese tungsten. China holds around 40% of world tungsten resources. This country is 
also the dominant supplier of tungsten to world markets. 

A metric ton unit (mtu) of tungsten trioxide (W0 3) contains 7.93 kilograms of tungsten. 
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By the early 1990s, imports of Chinese tungsten concentrates and intermediate products reach 
around 75% of Market Countries' supply of primary tungsten. As a result of this, most mines 
in Market Economy countries were forced to shut-down. During the early 1990s the price 
decline is attributed to the worldwide recession , the decrease in imports by former Soviet 
countries (the Soviet Union breakup occurred during 1991), and de-stocking by consumers. 
By 1994, even the Chinese mine production was at extremely low levels of production due to 
persistently low tungsten prices. By mid-1995, world industrial activity increased leading to a 
raise in demand for tungsten concentrates. Subsequently, this increase in demand led to a raise 
in the concentrate price. At this time, large releases of tungsten from Governmental stockpiles 
in China, Kazakhstan and Russia occurred. Hence, a situation of oversupply developed 
leading again to a strong decrease in price. This situation was maintained during 1997. 

During the first-half of 1998, world demand for tungsten was very strong. However, it was 
weaker during the second-half of the year. World consumption during this year was higher 
than production. The shortfall was met by releases of stockpiled tungsten materials from 
Russia, Kazakhstan, and Eastern Europe. Hence, the prices of tungsten concentrates continued 
to decrease and a further decrease in mine production from market economy countries 
occurred. During 1999, the situation has not been reversed. However, as inventories of 
tungsten ran out in the former Soviet Union countries and CIS (Community of Independent 
States) a turning point and an upward trend is expected for the next coming years. 

For the next millenium years, predictions in BERALT are optimistic. An upward trend in 
tungsten prices is expected as stocks in former Soviet Union countries and Eastern Europe are 
soon exhausted and hence cannot continue to flood the world market. BERALT has extremely 
high quality concentrates (with 76% W O 3 ) . Mining and processing costs are also low as a 
result of the recent investments in the mine (new hoisting shaft) and the processing plant. As 
mentioned earlier, for the next three years (2000-2002), BERALT has agreed to contracts with 
major customers (e.g., JTAXI, KENEMETAL, PHILIPS, OSRAM) that assure a minimum 
sales volume of 200,000 mtus. Assuming that the average production costs remain at the 
present level of $36/mtu, BERALT will again operate at a profit. 

Another external factor that influences considerably the profitability of the mining company is 
the variations on the exchange rate US$/PTE. Another contingency is the labor and union 
relationships with BERALT. During the past decade the mining company has been forced to 
reduce its workforce considerably. Naturally, measures like this - although determined by 
market forces - are not taken lightly and bring about social conflicts. BERALT is the sole 
mining company employer in the region, and no alternatives are available for many of the 
workers that are released. However, the mining company affirmed that an open dialog has 
always been kept with the union, who has extremely sound interlocutors. 

Environmental policies determined by the European Union (EU) and the deregulation of 
energy supply were also referred to influence the mining company's profitability. Harder 
environmental regulations infer additional costs, e.g., when processing ore. Further, some 
technical solutions become infeasible. In rum, energy supply deregulation has a positive 
impact on the company's profitability due to the decrease in production costs. 

Technologically, tungsten substitutes are not regarded as any major threat to the producer 
mining company. Cemented tungsten carbide remains as a primary cutting-tool due to its 
versatility, and considerable advantages in relation to steel-based drilling tools (e.g., increases 
lifetime of rockdrills by a factor of at least ten). However, ceramic-metallic composites are 
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continuously being developed and may become substitutes of some of the industrial 
applications of tungsten. In relation to filaments, electrodes, and contacts in lamp and lighting 
applications, tungsten is still preferred for commercial and industrial use. The light bulb 
industry represents the largest commercial application of tungsten wire. 

Objectives and Strategies 

In order to best adapt to the more competitive world mining sector, BERALT has the 
following guidelines and objectives for the coming years: 

• Consolidate the reorganization of operations while at the same time examine the 
organizational behavior of the Company with a view to regularly adjusting it to strategies 
defined. 

• Aim to produce 200,000 mtus of tungsten concentrates during the next three-years at the 
lowest possible cost. 

• Maintain or reduce the present operational costs of $36/mtu. 

The Sourcing Function at BERALT 

The sourcing/purchasing function at BERALT is highly decentralized, i.e., different 
departments have the responsibility for the purchases related to their specific needs. Hence, 
for the mnning of the underground operations the production department holds the 
responsibility for the purchases while for the processing plant, this department conducts the 
purchases. There exists also a specific sourcing department (under the supervision of the 
financial and administrative management) which handles mainly the purchases of 
consumables and certain components, in order to secure the necessary levels of stocks. 
BERALT is organized as illustrated in the following figure. 

Board Management/ 
Managing Director 

Mine 
Manager 

Processing 
Plant Manager 

Mine Production 

Maintenance 
General 
(consultant) 

Mine Maintenance 

Engineering Support 

Geology 

Topography 

Financial and 
Administrative 
Management 

Sourcing 

Storage 

Personnel 

Figure 4.29 Organizational Structure of BERALT 
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During the past decade, except for the investments related to the modernization program 
conducted ate BERALT - i.e., the mentioned turnaround strategic moves - investments in 
capital equipment for the mnning of underground operations have been kept to a minimum. 
The investment capital of this modernization program implemented between 1995 and 1998, 
amounted to five billion PTE (around 25 million EUR). 

4.4.1.2 Common Context of the Focal Relationship 

As referred earlier, the context of the selling organization - ATLAS - will not be repeated. 
Hence, this case pursues by addressing those issues relevant to the common context of the 
relationship BERALT- ATLAS. In line with the conceptual framework, the following aspects 
are briefly covered (Figure 4.30): 

BERALT TIN 
& WOLFRAM <=> ATLAS COPCO 

PORTUGAL 

"Buying and Selling of Capital 
Equipment for Mining Production" 

Common Context of the Focal 
Relationship: 

Market structure characterization in terms of: 
• Concentration (number and type of actors: 

buyers and sellers) 
• Dynamism (stability / instability) 
• Resource dependency 

Figure 4.30 The Common Context of the Focal Relationship (BERALT- ATLAS) 

The common context of the focal relationship is the capital equipment market for use in 
mining operations. The capital equipment under consideration are essentially drilling rigs, 
rock drills and loaders. Hence, as with the previous cases, the market can be characterized as 
concentrated, stable, and saturated. Existing suppliers are regarded as powerful sellers and this 
applies to ATLAS. The wide range of products offered for rock and mineral excavation and 
support, make this company a necessary reference in the seller's market. BERALT has been 
considered as a very powerful buyer - specially during the years where profitability and 
acquisition power were high. Nowadays, BERALT is not "powerful" in terms of purchasing 
volumes, however, this mining company is always regarded as a reference mark with its 100 
years of mining history. 

4.4.2 Task Characteristics 

The following issues pertinent to the task characteristics of buying and selling capital 
equipment in the focal relationship are covered in this next section (see also figure below): 
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B E R A L T < > A T L A S 

"Buying and Selling of Capital 
Equipment for Mining Production" 

T i r 

Buying Capital Task Characteristics: Selling Capital 

Equipment: • Monetary value ^ Equipment: 

• The buying process ^ • Importance ~™^^ • The selling process 
• Complexity 
• Substitutability 

Figure 4.31 Task Characteristics of the Focal Relationship(BERALT-ATLAS) 

4.4.2.1 Generic Task Characteristics 

The type of capital equipment sold by ATLAS to the buying company BERALT is the 
following: 

• loaders (WAGNER); 
• drilling rigs (Boomer Jumbos); 
• pneumatic rock drills (manually driven); 
• auxiliary hauling equipment (Enco tracks); and 
• mechanized charging (Nitro Nobel). 

The monetary value associated with these products is high - perceived both by the buying and 
selling company. The loaders and drilling rigs have the highest monetary value -
comparatively to the other type of equipment - and range around 50 to 70 million PTE 
(around 250,000 to 350,000 EUR). The pneumatic rock drills have a considerably lower 
monetary value (around 3 to 4 million PTE - meaning approximately 15,000 to 20,000 EUR) 
but on the other hand the frequency of purchase is much higher. 

The importance attributed to this type of equipment is extremely high. The running of the 
underground operations and mine production is totally dependent on suitable and well-
functioning capital equipment. Both the buying and selling company are aware of this and 
attribute an extremely high importance to capital equipment acquisition/sale. Further, the high 
monetary value associated leads to important investment costs respectively sales revenues for 
the companies. After-sales services and spare parts supply throughout the lifetime of the 
equipment also represent an important cost/ sales revenue for these companies. 

The type of equipment that is exchanged between ATLAS and BERALT is complex 
technically. ATLAS offers a wide range of standard applications, however, the underground 
environment of the Panasqueira Mine presents some challenges to the selling company. For 
example, the geological environment imposes some constraints in the mining method leading 
to a great extent to equipment customization and a higher technical complexity. BERALT 
perceives ATLAS' equipment as versatile (i.e., flexible and having the aptitude to conduct 
diverse tasks), endowed with good design, performance and clear technical specifications. 
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The substitutability of the capital equipment is low, as the availability of substitute products 
or processes is low. This is particularly true regarding drilling rigs where solely ATLAS or 
TAMROCK's products are viable alternatives. Concerning loaders, options exist in the 
market (although limited), but it is always possible to find many compatible components from 
other suppliers that ATLAS and TAMROCK. Some components of manufacturer's origin are 
irreplaceable (e.g., transmission), however, many others can be found in the market for 
acceptable prices (such as buckets, engines). 

4.4.2.2 Buying of Capital Equipment for Mining Production 

As referred earlier, sourcing is a decentralized function at BERALT. The purchases of capital 
equipment for the underground operations rely essentially in the "Mine Manager". This 
person also holds the responsibility and coordination for the following areas: mine production, 
mine maintenance, engineering support, geology, and topography. Other functional areas 
involved are the financial and administrative management department (handles related 
administrative issues), and top management (that grants the final approval). 

The flowchart presented in the following figure summarizes in a sequential way the phases 
that comprise the purchasing process of capital equipment for mining production at BERALT. 
Thereafter, a brief description of the buying activities is given. 

Phase 1 Phase 2 Phase 3 

Need Recognition 
Technical 

Specifications 
Search for Potential 

Sources of Supply 

Phase 4 Phase 5 Phase 6 

Inquiry 
(Bid) 

Acquisition and Evaluation 
of the Proposals (Quotations) 

Negotiation & 
Supplier Selection 

Phase 7 Phase 8 

Contract & Order 
Approval 

Performance Feedback 
and Evaluation 

w 
Contract & Order 

Approval w 
Performance Feedback 

and Evaluation 

Figure 4.32 The Buying Process of Capital Equipment at BERALT 

The buying process of capital equipment evolves through a number of stages establishing a 
rather standardized pattern. Commonly, the production department under the supervision of 
the mine manager initiates the process. Essentially, capital equipment acquisitions result from 
the compulsory need to reduce production and/or maintenance costs, and/or the adoption of 
new mining methods. Secondly, expected performance specifications and technical 
requirements are set by this department together with mine maintenance and engineering 
support. These activities are very centralized around the mine manager who acts as a 
coordinator and supervisor for all these departments (mine production, mine maintenance, and 
engineering support). There is an in-built extensive know-how of different types of capital 
equipment considered suitable for Panasqueira's underground environment. As such, potential 
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sources of supply are usually reduced to a few. The fact that the capital equipment market is 
concentrated also adds to this know-how. Hence, the third buying activity considered 
concerns the identification of potential sources and this is implemented by the production 
department (by the mine manager himself). 

At first hand, suppliers with whom BERALT has a history are always considered. This is due 
to the economic benefits that the compatibility of spare parts entails. Informal discussions are 
initiated with the selected potential suppliers. Fourthly, an inquiry is issued by the sourcing 
department under the supervision of the financial and administrative management. 
Bureaucratically, things are handled by this department, however, under the directives given 
by the mine manager. 

Fifthly, the evaluation of received proposals is carried out. Both the technical and economical 
evaluations are taken by the mine manager with the necessary input from the production, 
maintenance, and/or engineering support as requested. Legal aspects rely entirely on the 
administrative and financial area. Estimated maintenance costs associated with the capital 
equipment are an extremely relevant criteria that serves as a basis for determination of the real 
price of the equipment. Maintenance and spare parts costs need to be considered as a basis for 
comparison. A lower price tag from the beginning doesn't mean that the equipment will mm 
out cheaper. A more expensive machine from the beginning can tum out to be the cheapest i f 
maintenance requirements are low and spare parts costs reduced. In terms of the economic 
evaluation important issues are the delivery time for the equipment, incoterms definitions, 
payment terms specified, etc... 

Next, negotiations take place with one or two potential suppliers. Key issues for discussion 
relate to the maintenance and repair agreement where spare parts availability and after-sales 
support play a major role and can be key criteria for the ultimate choice of a certain supplier. 
Again, negotiations are essentially carried out by the mine manager. Sporadically, the 
involvement of the general maintenance can be requested by the mine manager i f the 
acquisition is highly complex technically. In these cases, the maintenance manager acts more 
as a consultant. Negotiations are carried out in an open, friendly way. 

Seventhly, a contract is prepared by the financial and administrative area/ sourcing 
department. The mine manager signs the contract and ultimate approval is requested from the 
managing director. Usually this approval is considered as a mere formality, as discussions on 
investments in capital equipment do not occur as "surprises" but are planned in advance with 
knowledge of the managing director. Finally, the users of the equipment, i.e., the production 
department, continuously implement the control and feedback of the purchase. 

The number of persons involved in the purchases of capital equipment at BERALT varies 
commonly between three to six. The mine manager is always involved and plays several roles 
as he is the coordinator and manager of the mine's underground production, maintenance, and 
engineering support. Representatives from these departments may (or not) be involved 
depending on the degree of technical complexity of the acquisition. Further, approval from the 
managing director is always required. The participation of the administrative and financial 
area is always a must to handle most bureaucratical issues. 

Regarding supplier selection criteria the following generic ratings were attributed by the mine 
manager when considering purchases of capital equipment for mining production (Table 4.9). 
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Table 4.9 Ratings of Supplier Selection Criteria at BERALT 
Supplier Selection Criteria 1 

lowest 
2 3 : 4 s 

1 highest 
Quality of the equipment : X 
Price X f 

; Compatibility of supplier's product with 
; other purchased equipment/products (Mine) 

X 

i Technical support (Assistance) X 
Spare parts availability I X 
Training aids X 
Past experience with supplier X 
Performance history of the equipment X 
Standardization of spare parts X 
Technical capability of the supplier X 
Reputation / Credibility X 
Delivery' reliability X 
Payment terms X 
Guarantees X 
After-sales support j X 
Confidence/trust in the sales representative X 
Financial stability x ! 
Geographical proximity X 1 

Remark: The score 5 is the highest rate - greater importance — while 1 stands for the 
lowest rate - lesser importance. 

4.4.2.3 Selling of Capital Equipment for Mining Production 

Selling capital equipment for mining production by ATLAS follows the generic patterns that 
were described in the first case presented (the development of the long-term relationship 
between SOMINCOR and ATLAS) - for recollection see section 4.3.2.3, pp.187-189 of this 
thesis. 

4.4.3 Interaction Processes 

The interaction processes between BERALT and ATLAS described through the sub-processes 
of exchange, adaptation, and coordination are addressed in the next two sections. 

4.4.3.1 Exchange Processes 

The relationships between BERALT and ATLAS dates back to the establishment of the latter 
as a sales subsidiary in Portugal, i.e., more than forty years ago (late 1950s). Recollection 
from capital equipment acquisitions dating as far back are - as could be expected - vague. 
However, recollection points to "episodes" such as continuous acquisitions of manually 
driven "pusher-leg" pneumatic rock drills during the period when all drilling was manually 
driven. At the time, these rock drills were revolutionary through the use of the so-called 
"Swedish method". Other equipment mentioned were rail wagons used for the transport 
system. It is with a certain nostalgia that representatives from both companies recollect the 
beginning of the relationship, when mechanization was not ruling in the mine. 
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The 1960s and the 1970s are characterized by successive acquisitions of rock drills but 
specific "episodes" are blurred. In turn, "episodes" related to the intensive modernization 
period of the mine that occurred between 1980 and 1984 are more clear. During these years, a 
ful l mechanization of the underground operations was made possible through the adoption of 
a new mining method - the room and pillars method - that allowed a much greater recovery 
of the ore body (as much as 85%). Several acquisitions of capital equipment supplied by 
ATLAS took place during these years. Until the beginning of the 1990s as much as nine 
Wagner loaders and three drilling rigs (BOOMER HI26) were exchanged between the 
companies. For example, during 1991, as much as two electrically-driven Wagner loaders and 
two trucks were exchanged. Additionally, other type of equipment such as ventilators, pumps, 
and several compressed air machines are also acquired by BERALT. 

ATLAS easily established a relationship with BERALT due to its well-renowned brand name. 
"ATLAS COPCO's brand name is by itself a guarantee of good performance"- as mentioned 
by BERALT's mine manager. Further, the successful application of the "Swedish method" 
and related equipment added to the good reputation of the company. With regard to rock 
drilling BERALT considers ATLAS to have the supremacy in relation to competitors' 
products. In tum, regarding loading equipment, TORO loaders (manufactured by Tamrock) 
are considered superior to the Wagner loaders. The fact that ATLAS' loading equipment was 
successively acquired during the 1980s is due to several factors: 

• Tamrock didn't have the capability to deliver within the schedule required by BERALT; 
• TORO loaders had a much higher quotation price (10-15% higher than ATLAS' 

Wagners); 
• ATLAS offered a wide range of product adaptations suitable to the underground 

environment of the Panasqueira mine (which will be duly specified in the next section). 

After 1992 and until the present days, acquisitions of capital equipment are kept to a 
minimum due to the unfavorable framework of extremely low tungsten prices that have and 
continue to affect BERALT's profitability. Investments made were related to the conducted 
turnaround strategy (modernization program implemented since 1995). The need for new 
capital equipment for underground operations was not compulsory due to the acquisitions 
made until the beginning of the decade. Even rock drills of a minor monetary value (3 to 4 
million PTE - i.e., approximately 15,000 to 20,000 EUR) were seldom acquired. By the end 
of the decade (1999), companies recall episodes related to the exchange of three pneumatic 
rock drills. Presently, year 2000, negotiations are on-going regarding the possible acquisition 
of a raise-boring head. ATLAS is also considering the offer of two second-hand Wagner 
loaders. Due to the present financial instability of the buying company, the leasing alternative 
is under consideration. 

At present (year 2000), ATLAs' fleet of equipment at BERALT consists of the following: 
nine Wagner loaders (eight operating); three drilling rigs (Boomers); and four tracks (Enco 
91 lelectrically-driven and Enco 910 diesel model). 

The value of business that has occurred throughout the life of the relationship is hard to 
precisely estimate, however, a rough estimation provided by BERALT is 0,5 bilion PTE (i.e., 
around 2,5 million EUR for capital investments solely) - e.g., each Wagner loader cost 45 
million PTE (around 225,000 EUR) during the 1980s. ATLAS mentions around 300,000 
million PTE (i.e., around 1,5 million EUR) during the two past decades (1980s and 1990s). 

209 



ATLAS' considers that the exchange episodes that have led/or not to capital equipment 
acquisitions have been highly dependent on those that have been the mine managers and top 
managers at BERALT. Those holding these positions have "certain 'schools of thought' 
regarding underground mining operations and the way to run them. Hence, it has been 
obvious throughout the years that ATLAS' equipment acquisitions have been related to a 
certain way of running the mine. For example, during certain periods, such as the beginning 
of the 1990s (when management was influenced by South-African mines' way of thinking), 
Tamrock Jumbos were preferred..." - as commented by ATLAS' business manager. Hence, 
although the type of capital equipment intended to be purchased influences the probability of 
the exchange (such as ATLAS' drill rigs or Tamrock's loaders), the realized acquisition may 
turn out quite different than what was predicted by the selling company. 

The pattern of contacts between the companies has varied throughout the years. Contacts 
were established more frequently during the 1980s and beginning of the 1990s -
coincidentally with major capital equipment acquisitions - and more seldom during the 
recession periods of the buying organization. However, throughout the relationship's life 
contacts have always been taken at least on a weekly basis. Presently, this is the case. This 
regularity is explained based on the continuous necessity to acquire for instance ware 
materials and components such as bits (rock drills) and steel rods. Purchases / sales of capital 
equipment entail long-term relationship between companies (at least throughout the lifetime 
of the equipment at stake, which means commonly around 10 yeais). 

Essentially, the communication is handled between the mine manager and the business area 
manager or those responsible for the technical support at ATLAS. Besides the strict business 
relationship these representatives have always a strong personal relationship that was 
established for more than 20 years ago - they graduated together from the University. 
ATLAS' business manager mentions that these strong social links lead to a greater frequency 
of contacts. The frequency and topics discussed were described as identified in the table 
below. 

Table 4.10 Pattern of contacts between BERALT and A TLAS 
Who Frequency 

of contacts 
Topic / Why 

BERALT-Mine 
Management Department 

Once a week Request for proposals, price information regarding 
consumables/ ware materials (e.g.,bits, stell rods), 
components, diverse spare parts, etc. Technical 
support. 

ATLAS - Business 
Manager 

Once every 
second week 

Technical follow-up of the performance of the 
capital equipment fleet. Quotations. Information 
concerning new or second-hand products available 
in the market. 

ATLAS - Technical 
Support 

Once a 
month 

Follow-up of the equipment and measurement of 
consumption of ware materials such as bits, drill 
rods, etc. 

BERALT considers ATLAS' personnel extremely competent technically. As referred by the 
mine manager: "It's a company that does its homework - they continuously seek information 
and are thoroughly up-dated regarding the performance of their equipment". The technical 
support is considered so good that BERALT is (presently) equipping competitor's products 
(such as Tamrock's drilling rigs) with ATLAS' equipment - namely pneumatic rock drills. 
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ATLAS is BERALT's main supplier, but this dependency is not regarded as a menace due to 
the extremely good historical of the relationship between the companies. 

4.4.3.2 Adaptation and Coordination Processes 

ATLAS as a policy does not customize products to a great extent. This is due to the fact that 
the amount of "standard" products offered covers a wide range of mining applications and the 
need of tailor-made products is usually not compulsory. This is not the case in the specific 
case of this relationship. ATLAS and BERALT's relationship is characterized by continuous 
adaptations that have led to totally customized products - such as the electrically-driven 
Wagner loaders. 

As referred in the previous section , ATLAS managed to sell several Wagner loaders to 
BERALT, although the buying company held preference to the competitor Tamrock's 
products (i.e., the TORO loaders). As stated by the mine manager: "the TORO loader is a 
superior to the Wagner: the machine has a 'robustness' which is appropriated to the 
underground environment - it's a strong machine able to survive rough treatment. It's 
durability is also greater than Wagner's. Functional reliability is higher and hence although 
the cost is 10-15% higher than competitors' products, the cost is diluted throughout the life 
cycle of the equipment. It also requires less maintenance in terms of man-hours". During the 
1980s Tamrock also introduced the technological innovation of a new technical design of the 
bucket (in "Z" shape) thus allowing a greater transport capacity, a bigger versatility in 
unloading and operational handling (loading, driving, etc.), and a much better raising 
ability. Hence, it appears to be a paradox the fact that BERALT consecutively acquires 
Wagner loaders, essentially after the acquisition of a TORO loader - as asserted by the mine 
manager. 

The reason why BERALT has opted to do so, relies essentially in the series of product 
adaptations conducted by the selling company. These adaptations led to a "truly" customized 
products - the electrically-driven Wagner loaders with an adapted lower height (due to the 
height of the ore rooms/ chambers that is solely two meters). The loaders were also made 
electrically-driven (instead of using diesel). The Panasqueira mine had, during this period, 
considerable ventilation problems and it was very hazardous for the working environment to 
have diesel-driven equipment (that would raise air pollution to unacceptable levels). The 
desire of ATLAS and flexibility shown to attend to specific customer wishes was determinant 
for the choice of ATLAS as the main supplier of loading equipment. Tamrock (through the 
local representative at the time QPB) was unable to respond to the buying company's wishes 
and requests, thus losing considerable sales revenues and future business. During the 1980s 
"the delivery capability of Tamrock was not at its bestl" - as pointed by the mine manager. 

Major product adaptations were also implemented by ATLAS with the drilling rigs sold - the 
one-boom BOOMERs H126 - in "lowering" the equipment to make it suitable for operation 
in the two meters high ore chambers. In turn, BERALT doesn't consider that they have 
adapted considerably their production processes in order to fit ATLAS's equipment. To a 
certain extension adaptation was made in case of drilling in order to adapt to the "one-boom" 
drilling rigs. 

Although major product adaptations have characterized the exchange processes between the 
companies, ATLAS argues that there are many disadvantages with adaptations that lead to 
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major product modifications. For example, spare parts have to be tailor-made and thus 
economies of scale in production are lost, the equipment is more expensive, and delivery 
leads longer. It's not good for neither the selling or the buying company. The buyer becomes 
too dependent on the seller. The trend is towards standardization and interchangeability of 
components - such as what has happened recently at BERALT when the buying company 
equipped Tamrick's drilling rigs with ATLAS pneumatic rock drills! However, some mines 
have such particularities (e.g., peculiar geological environments) that "standard" equipment 
offerings have to be adapted (for instance the Kiruna mine in Sweden, or the Panasqueira 
mine in Portugal). 

Delivery procedures have worked out well throughout the more than 40 years of the 
relationship. As far back as respondents can recollect, there have been no conflicts that have 
been grounded in the non-abidance to contractual delivery terms of capital equipment. In 
some exchange "episodes" delivery schedules have been extended to accommodate product 
modifications (e.g., Wagner loaders), however, these were mutually agreed and delivery terms 
were kept. 

Payment terms have never originated any conflicting atmosphere. There are no "a priori" 
established payment terms; these are determined in each acquisition through an open-friendly 
negotiation. The social bonds between the mine manager and the business area manager - that 
are also their companies' deciders - naturally leads to the adoption of this negotiation style. 
Adaptations are also sought in the establishment of flexibly payment terms. An example is the 
leasing alternative that is presently under consideration (year 2000) regarding the acquisition 
of two loaders. It is to be remarked that although BERALT has suffered many years of 
financial instability - e.g., the company has suffered many years with loss and has been 
subjected to closure - payments to suppliers have been honored. Sometimes BERALT has 
been late in their payments, but has mentioned by ATLAS' business manager this is common 
practice among many companies (even those that are stable financially). 

Another example provided was the fact that when BERALT acquired three rock drills (during 
1999) to install in their Tamrock Jumbos, ATLAS "bought" the Tamrock rock drills and 
associated spare parts in stock. By offering these special terms, ATLAS secures future 
business and gains market share. As stated by the mine manager: "When we buy ATLAS rock 
drills, simultaneously we are hampering Tamrock's business as this means that three of their 
rock drills are no longer in the market." Additionally, special quantity discounts and payment 
terms (60, 90 or 120 days attending to the financial simation of BERALT) are offered for 
purchases of e.g., steel rods, bits. 

Where the buying and selling companies have contradicting wills regards the establishment of 
stocks of components "on consignment"33 at the mine site. This would entail many benefits 
for BERALT, for the mnning of their underground and processing operations. ATLAS 
considers this initiative to be "too expensive" for the company. Stocks are expensive and the 
general policy is to keep them to a minimum. Nowadays, freight forwarders are extremely 
efficient and ATLAS can guarantee the delivery of spare parts to the Panasqueira mine (which 
is indeed located in a remote area of the country with difficult access and bad infrastructure) 
within 48 hours. However, ware material such as drill rods and bits are stocked at site "on 
consignment". ATLAS' technicians follow-up the consumption of the ware material, invoice 
the materials that have been used and up-date the stocks. 

"on consignment" means that ATLAS would hold a stock of components but would only get paid for these 
components after they are sold (i.e., are used by BERALT). 
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At present (year 2000) a mapping of all the spare parts that ATLAS sells at a higher price than 
what can be found "in the market" (other suppliers) is on-going (under BERALT's 
implementation). Further, an agreement is under preparation with the intent of the selling 
company to become the sole supplier of these spare parts. For such to happen, ATLAS agrees 
to practice prices which are below the specified - as long as certain minimum levels of 
purchases are guaranteed. 

The need for formalization is low between the companies. Written agreements are associated 
with equipment acquisitions and spare parts agreements. Otherwise, informality rules: "There 
is no rigidity, oral agreements taken informally by telephone are valued as much as the most 
complex contract. There exist a spirit of gentlemen's agreement - we mutually trust each 
other. The formalization comes later... and doesn't hinder things from happening" - as stated 
by the mine manager. 

ATLAS provides "excellent technical assistance to the equipment at the mine site" - as stated 
BERALT. Technical advice is often given (and received) and the exchange of relevant 
technical information is constant. It is not (and has not been for the past decade) justifiable -
in relation to the value of business- for ATLAS to have service personnel at BERALT's site. 
However, the company promptly answers the request for technical assistance by sending 
technicians to the mine. During these occasions, there is a follow-up of the performance of the 
equipment that is not limited to the number of operating hours but addresses preventative 
maintenance issues. Training is also offered to BERALT's personnel when required by the 
latter. On the other hand, BERALT constantly informs ATLAS regarding the performance of 
their equipment, spare parts, and ware materials (bits, rods, etc.). If certain "a priori" 
consumption patterns are not observed, it is important for ATLAS to test and ascertain 
performance standards with the factory in Sweden. An example provided related to the ware 
of bits (rock drills) before the expected 200 meters drilling. In such cases it is important for 
the selling company to test and implement analysis of the material in order to determine what 
went wrong. 

ATLAS is very much aware of the state of BERALT's equipment fleet. Most capital 
equipment has been acquired for more than a decade ago, and hence, under normal 
circumstances, the life-cycle of the equipment would come to an end (equipment's 
exhaustion) and new equipment acquisitions would be at stake. However, these investments 
are delayed due to the ruling uncertainty on the evolution of tungsten prices. BERALT has 
kept its equipment operating due to a succession of "ingenious" solutions - such as 
"cannibalizing" its own equipment, and/or purchasing components to lower prices and 
adapting them in their own workshops to fit equipment, etc. ATLAS makes an effort to find 
technical solutions that best serve BERALT (as perceived by both companies). ATLAS is 
without any doubt the most important supplier of BERALT. Actions taken during the harsh 
periods have even increased this dominance. This is regarded as positive by the buying 
company. As remarked: "If I could, I would substitute all Tamrock equipment by ATLAS' 
equipment. It's a mess to try to get Tamrock's spare parts. The present representative has 
absolutely no 'answering power'... ATLAS solves problems, Tamrock creates them....". 

Common research and development projects between the companies are non-existing. To a 
limited extent, the technical information exchanged regarding essentially drilling material 
may provide valuable input for further investigation and testing. For example, there has been 
an occasion where a different configuration of the bits "bottoms" was designed due to data 
provided by BERALT. 
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4.4.4 Outcomes 

Finally, perceptions of the dyad regarding satisfaction, trust, commitment, and effectiveness 
are outlined in the next sections. 

4.4.4.1 Satisfaction, Tmst, Commitment, and Effectiveness 

The companies, BERALT and ATLAS, express their satisfaction (past and present) with the 
long-term relationship established between the companies and look hopefully to its continuity. 
Both companies have had many benefits arising from the relationship. 

BERALT is still a reference mark for the mining industry in Portugal. To have established a 
successful relationship with this buying company for more than 40 years is a real 
accomplishment for ATLAS. As expressed by the business manager "ATLAS has always been 
a business partner with BERALT. We were very active during the times when the mine was 
flourishing and full-mechanization was implemented. This was a magnificent period of the 
relationship with consecutive exchanges and ATLAS positioning itself as a major seller of 
loading equipment". During the past decade, BERALT-ATLAS' relationship can be 
characterized to be in a somewhat "stand-by" status in what regards acquisitions respectively 
sales of capital equipment. However, this is solely due to the negative series of externally 
determined events that have affected BERALT's profitability. The Panasqueira mine has 
survived many crisis throughout their 100 years of mining history. Somehow, there has 
always been a regeneration. 

However, to be as old as this buying organization is, also imposes many constraints - as 
referred by representatives of both companies. The stmcture (skeleton) of the mine has long 
ago been determined, and stmctural changes require extremely high investments which are no 
longer viable attending to the estimated ore reserves (that predict that the mine will solely 
remain in production for the coming 5 to 6 years). To have an idea of the magnitude of the 
mine, the mine manager informed that the Panasqueira mine has more than 12,000 Km of 
drifts, openings, and "small drifts" underground! Technologically innovative capital 
equipment does not necessarily bring many benefits to BERALT as new techniques maybe 
are not possible to implement. Hence, it is extremely important to have capital equipment that 
is compatible to the underground environment. ATLAS is very aware of this fact. 

BERALT expresses an extreme satisfaction with the relationship. The mine manager affirms: 
"We have an excellent relationship. ATLAS has been efficient and effective throughout all the 
years of the relationships. This characterizes this company's positioning in Portugal. They 
have an excellent know-how of the mining 'world', both mines and quarries. Their technical 
assistance is very good. ATLAS business manager is a very flexible business partner with 
whom I am happy to have established important social bonds. He acts in the best way for both 
companies." Efficiency in replying to quotation requests regarding for example spare parts is 
also highly valued. 

Trust is also a shared feeling between the companies. This tmst is perceived in both technical 
and social aspects. Regarding the technical tmst, it is expressed: "ATLAS is a very reliable 
supplier of capital equipment. A buyer knows that he is acquiring equipment that has already 
been thoroughly tested - don't forget that many mines in Sweden act as field tests for Atlas 
Copco's prototypes. The machine's functional reliability is already tested. Tamrock doesn't 
do this." Regarding social aspects it is referred that ATLAS knows how to act in conformance 
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to BERALT's financial "sensibilities" and for instance takes initiatives that benefit the 
company by making possible certain acquisitions otherwise non-viable economically. 
Examples can be suitable payment terms or beneficial trades of equipment (as in the case of 
Tamrock's rock drills). 

Throughout the years, ATLAS has (and still) nurtures the relationship with BERALT in ways 
that have (and bring) benefits for both companies. The business manager says in relation to 
tmst: "The mining industry is a very conservative market. Also, everybody knows everybody. 
It is important to have a solid continued policy. ATLAS has and intends to pursue the same 
line of providing first-class capital equipment attached with customer-designed after-sales 
services and support. We are here to stay and the decision-makers know this. This gives them 
trust." 

Regarding BERALT, ATLAS says that: "We will continue committed to the company, as we 
have always been in the past. Further, we are here to help in any possible way with viable 
solutions regarding the running of their underground operations and acquisitions of capital 
equipment. That's what we are for!" As to BERALT , an upward trend in tungsten prices is 
anxiously awaited, as it will permit the company to work at a profit and intensify the 
exchanges with the selling company. However, the level of commitment is considered to be 
the same, independently of the associated value of business. 

ATLAS perceives the future as challenging. Since mid-1999, the industrial distributor 
CTMERTEX became Tamrock's representative in Portugal. This company has a wide well-
established distribution network and has managed to conduct some interesting exchanges of 
capital equipment with civil constmction customers. Yet, they have not attempted to enter the 
mining industry's market. However, ATLAS thinks it is only a question of time, and regards 
this as positive for business. As referred: "Customers like alternatives, and so do we. 
Competition enhances 'craftiness' and in the long-run it is beneficial to everyone." 

Agreements established between the companies are temporary. Furthermore, there are no 
capital bonds between the companies. Structurally, there is solely a minor stock of ware 
materials "on consignment" that is kept at Panasqueira mine by the selling company. Hence, it 
is perceived by the companies that it is relatively easy (in theory) for any of the companies to 
terminate the relationship. 

Although it is structurally easy, both companies would loose from the termination of the 
relationship. However, this lost would be considerably greater for BERALT. As referred, this 
company has ATLAS has the mine's main supplier - it is estimated that as much as 80% of 
total purchases are made with this company (ware materials, components, Alvenius pipes, 
hoses, compressors, etc.). Furthermore, most of BERALT's mobile production equipment 
underground has been supplied by ATLAS. Even i f no process adaptations have been done 
there are not many reliable alternatives in the market for the supply of products such as e.g., 
drilling rigs. Hence, extra maintenance and spare part costs could be expected from the 
change of supplier. Moreover, throughout the years ATLAS has developed a know-how of the 
customer's mine and behavior of the equipment in those environmental conditions which is 
beneficial for the buying company. Besides, the level of technical assistance provided is - at 
least presently - irreplaceable. 

The termination of BERALT's relationship would not be a considerable financial backlash for 
ATLAS. However, it would damage the well-renowned reputation of this company among 
other mining industry customers. 
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4.5 Case Four: The Development of the Long-Term Relationship Between B E R A L T TIN 
& W O L F R A M and SANDVIK PORTUGAL 

This case addresses essentially the evolvement of the relationship between BERALT and 
SANDVIK. Although focus is given to this dyadic relationship, historical data from the 
relationship of BERALT with previous Tamrock's representatives is provided. Additionally, 
aspects that are concerned with the relationship with the present representative (CIMERTEX) 
are included. This is done to the extent found valid by the respondents. 

As with the previous cases, the empirical data is presented following the relevant topics 
identified in the study's model of analysis. The contexts of the buying organization 
(BERALT) and selling organization (SANDVIK) will not be repeated. Thus, regarding the 
contextual variables solely the common context of the focal relationship is outlined. Further, 
when addressing the task characteristics, only the generic characteristics are given, as the 
patterns of buying and selling of capital equipment basically follow those previously 
described in previous cases (respectively case three, section 4.4.2.2, and case two, section 
4.3.2.3). Finally, data concerning the interaction processes and outcomes will be presented. 

4.5.1 Contextual Variables 

The contexts of the buying and selling organizations has already been duly presented. As 
such, only the context of the focal relationship is addressed. 

4.5.1.1 Common Context of the Focal Relationship 

In line with the conceptual framework, the following issues are briefly covered (Figure 4.33): 

BERALT SANDVIK-
TAMROCK 

"Buying and Selling of Capital 
Equipment for Mining Production" 

Common Context of the Focal 
Relationship: 

Market structure characterization in terms of: 
• Concentration (number and type of actors: buyers 

and sellers) 
• Dynamism (stability / instability) 
• Resource dependency 

Figure 4.33 The Common Context of the Focal Relationship (BERALT-SANDVIK) 

The market for capital equipment used in mining operations is - as already mentioned in the 
previous cases - a concentrated, stable, and saturated market. SANDVIK has already been 
characterized as a powerful seller, a subsidiary company of a major mining Group offering a 
wide range of products for application in mining, that expanded their product portfolio in 
Portugal between 1994 to 1999 by holding Tamrock's representation. 
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BERALT has also been characterized as a powerful buyer and a reference mark for the 
mining industry in the country. However, and very specifically during the years that 
SANDVIK was Tamrock's representative, the mining company went through extremely 
difficult times with negative profitability in result of external contingencies (such as the 
accentuated downward trend tungsten prices). The mine was even subdued to closure during 
1993 and investments in capital equipment were kept to a minimum. Hence, during this 
period, one should not characterize BERALT as a powerful buyer. Even so, BERALT as a 
given place as a customer mining company in the country and tradition determines its status 
as an "important buyer". This can be asserted by the fact that the company is regarded as a 
key account for SANDVIK (independently of the sales volume) with sales been handled 
directly by the managing director. In order to understand the relative importance given to key 
accounts, it is important to recall that the managing director of SANDVIK handled directly 
sales for solely four key accounts (Somincor, Beralt, Epos, and Moniz da Maia). 

Regarding the capital equipment market utilized in BERALT's mine and relatively to 
SANDVIK's products offerings the market is very limited in number. Regarding drilling 
equipment solely ATLAS is considered as a competitor in the national market - as it is 
important to the buying company to select equipment brands that have local representation in 
Portugal, and therefore are able to provide suitable after-sales support such as spare parts and 
technical assistance. With regard to underground loaders, choices are limited to four: 
Tamrock (TORO); ATLAS Copco Wagner loaders; Catterpillar and GHH. 

During the period that SANDVIK held Tamrock's representation in Portugal, the number of 
operating mines in Portugal were four. By considering solely the metal mining industry, this 
number is further reduced to three. However, potential customers for the selling are many 
more when considering the highly fragmented dimensional stone industry (quarries) and civil 
constmction contractors involved in e.g., tunneling activities. 

4.5.2 Task Characteristics 

The generic task characteristics of the capital exchanged between the companies is briefly 
addressed. As aforementioned the descriptions of the buying respectively selling activities 
carried out buy these companies will not be repeated as they follow patterns earlier described 
in the previous cases (see also Figure 4.34): 

BERALT SANDVIK-
T A M R O C K 

"Buying and Selling of Capital 
Equipment for Mining Production" 

Task Characteristics: 
• Monetary value 
• Importance 
• Complexity 
• Substitutability 

Figure 4.34 Task Characteristics of the Focal Relationship (BERALT-SANDVIK) 
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4.5.2.1 Generic Task Characteristics 

The type of capital equipment sold by SANDVIK to the buying company BERALT is 
essentially drilling equipment (Boomer drilling rigs and pneumatic rock drills) and loaders 
(TORO). The monetary value associated with these products is high - perceived both by the 
buying and selling company - and can range from 50 to 70 million PTE (around 250,000 to 
350,000 EUR). Pneumatic rock drills have a lower monetary value (3 to 4 million PTE - i.e., 
around 15,000 to 20,000 EUR) but the frequency of purchase is higher. Tamrock's equipment 
(sold by SANDVTK) is more expensive than competitor's products (in terms of initial price 
tag). For instance it was referred that loading equipment (TORO loaders) are 10 to 15% more 
expensive than ATLAS' Wagner loaders. Spare parts for the equipment are also more 
expensive comparatively to competitors' similar type of products. 

The importance of this type of equipment is extreme for the mnning of underground 
operations. Hence, their strategic value for the buying company is great, specially during 
recession times as operating costs can be considerable reduced i f the mine is equipped with 
suitable capital equipment. I f the functional reliability of the equipment is high, maintenance 
and mnning costs are lowered, thus enhancing underground mine production. 

This type of equipment is also regarded as extremely important for the selling company. The 
major slice of sales revenues originates from the sales of capital equipment and associated 
spare parts and after-sales services. Hence, sales of capital equipment entail long-term 
commitment from the companies, as they will continue to do business at least as long as the 
life-cycle of the equipment is not terminated (common range given was around 10 years). 

The complexity of this equipment is regarded as high (perceived by both companies). The 
loading equipment supplied by SANDVTK - the Tamrock loaders TORO - have the 
supremacy of loading equipment in the market, according to BERALT. The equipment is 
versatile, robust, and considered to be well suited for the mnning of underground operations -
a harsh environment that entails much wear to machine's components. As to drilling 
equipment, Tamrock's equipment is rated as number two in terms of functional reliability. 
ATLAS' equipment is considered to be superior (number one). Overall, Tamrock's drilling 
rigs are said to require more maintenance and spare parts (which are also more expensive than 
ATLAS' spare parts). 

Substitutability is low attending to the limited number of alternative sources of supply for this 
type of equipment. The frequency of purchase can be regarded as low but leading to a high 
frequency of purchase of spare parts and ware materials. These repeated purchases that last as 
long as the equipment is operational, are due to the initial acquisition of a certain 
manufacturer's brand equipment. 
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4.5.3 Interaction Processes 

The interaction processes in the focused dyadic relationship will be presented in the next 
sections. To a great extent events and views regarding the pre- and post-period of the 
relationship (with other Tamrock's representatives) are included. This was found appropriate 
by the respondents as a valuable input to attain an holistic view of BERALT- SANDVIK's 
relationship evolution. 

4.5.3.1 Exchange Processes 

The relationship between BERALT and SANDVIK has a history of more than 15 years. 
During 1984, for instance, SANDVIK recalls selling a major capital equipment item, a raise 
boring machine (drilling equipment used among other things to open ventilation raises). 
During the 1980s SANDVTK was not representing Tamrock's equipment, however, the 
relationship with BERALT was on-going through e.g., sales of consumables and ware 
materials (e.g., rock tools). 

As outlined earlier, QPB was Tamrock's representative between 1985 and early-1994. Until 
the end of the 1980s, not many capital equipment sales respectively acquisitions occurred 
between the companies. Respondents recall the acquisition of a TORO loader during 1985. 
TORO's reputation preceded the machine. This equipment is highly regarded among mining 
industry customers. However, QPB failed to sell additional TORO loaders to BERALT due to 
low delivery capability and lack of product adaptation. This policy was not followed by the 
main competitor (ATLAS), that in this way managed to establish itself as the main supplier of 
loading equipment for the Panasqueira mine - with an equipment which was before-hand 
considered inferior to the TORO loaders (as outlined in detail in the previous case). 

In the beginning of the 1990s a number of equipment acquisitions of Tamrock's brand was 
done. Totally, five drilling rigs (Boomers) were exchanged between 1989 and 1992. Although 
already in a recession period, BERALT made a succession of capital equipment acquisitions 
in an attempt to lower operating costs and remain profitable. The choice of Tamrock's 
equipment is essentially attributed to the different ideas regarding mining methods held by 
certain managers at BERALT employed during the period that MTNORCO (North-American 
Mining Group) partially owned the mine. 

Unfortunately, metal prices stubbornly decreased and the mine was subjected to closure 
between 1993 and 1995. Therefore, when SANDVTK became Tamrock's representative in the 
Portuguese market during 1994, the Panasqueira mine was on a maintenance and care regime, 
and investments in capital equipment were simply out of the question. However, SANDVIK's 
and BERALT's personnel were already acquainted through the many sales of other types of 
SANDVIK's products conducted throughout many years. During the more than five years 
time period, in terms of capital equipment, companies solely recall episodes related to the 
exchange of pneumatic rock drills. Presently, i.e., January 2000 (later July 2000), 
SANDVIK's fleet of operating capital equipment at BERALT consists of five drilling rigs. 
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During the years the relationship lasted (1994 to 1999), the contacts established between the 
companies were scarce. However, respondents explain that this was the case due to the fact 
that the mine was on maintenance and/or no capital equipment investments (of the type 
supplied by SANDVIK) were under consideration. The selling company affirms that a follow-
up of the company's simation was always done through sporadic contacts and visits to the 
mine site (even i f only on a monthly basis). The nature of the interpersonal contacts was 
friendly and open. The total value of business is roughly estimated to be less than a quarter of 
a billion PTE (including maintenance costs). 

With the present Tamrock's representative in Portugal, the company CIMERTEX, BERALT 
has established no relationship, yet! However, the mine manager has a bad opinion of this 
company. This opinion is built on many small episodes that have no positive outcome. For 
example, in several occasions BERALT has taken the initiative to contact CIMERTEX to 
request proposals and/or ask for price quotations. The selling company has always failed to 
reply. As commented be the mine manager: "I phone, they don't know the prices for spare 
parts, they don't understand the technical questions I pose. They promise they'll call back in a 
couple of days, and they never do it....until today! Imagine that I get to know the prices for 
their equipment through their main competitor ATLAS!" 

BERALT believes that this company (Cimertex) is used to another way of doing business and 
comes from another world: the constmction subcontractors' world. As affirmed: "The mining 
'world' is very different - we have a very peculiar way of doing business. We need to rely on 
our suppliers. We don't buy on a transactional basis, we establish relationships but in order 
to do so, the supplier company has to show interest in the commitment. And this starts with 
basic things... such as answering customers' requests...In my opinion, this CIMERTEX's 
business won't work." 

As to SANDVTK, although the relationship was not so intensive in terms of acquisitions of 
capital equipment, contacts were maintained on a friendly basis and business was conducted 
correctly. 

4.5.3.2 Adaptation and Coordination Processes 

Neither of Tamrock's representatives (QPB and SANDVTK) managed to adapt Tamrock's 
products to meet particular customer requirements. This lack of product adaptation is in the 
origin of the continuous loss of sales of loading equipment to the main competitor ATLAS 
(who invested heavily in adaptive behavior). This is partially explained through the lack of 
desire from the parent company in Finland (e.g., insufficient delivery capability). 

Regarding drilling equipment, QPB and later SANDVTK manage to outran ATLAS during the 
1990s (through the sales of five Boomers and complementary spare parts and after-sales 
services). However, BERALT has complaints regarding the spare parts, and after-sales 
support. In the opinion of the mine manager, the after-sales support was not well-developed 
and insufficient at SANDVTK. The technical know-how of the company was inferior to 
ATLAS' and hence the technical assistance was not the best. Presently, with CIMERTEX, 
after-sales support is non-existent. "There is a total lack of competency, and the notion of 
feedback simply doesn't exist!" - as referred by the mine manager. 
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The lack of proper after-sales support is in the origin of the present policy (started during 
1999) to substitute to the extent possible Tamrock's components and rock drills by compatible 
products supplied by ATLAS. 

Special delivery policies were not designed in BERALT-SANDVTK's relationship. With the 
previous representative - QPB - they were even one of the causes of loosing important 
equipment orders. Components stocks were not held by SANDVIK and technical assistance 
was provided based on a one-to-one basis (when requested by the buyer). Payments were 
done in the currency of origin of the manufacturer Tamrock, i.e., FIM, for the purchases of 
capital equipment. 

4.5.4 Outcomes 

Finally, considerations concerning the following outcomes are outlined: satisfaction, tmst, 
commitment, and effectiveness. 

4.5.4.1 Satisfaction, Tmst, Commitment, and Effectiveness 

Perceptions regarding satisfaction with the relationship are quite neutral for both companies. 
Essentially, SANDVTK is perceived as a competent supplier of rock tools. Regarding capital 
equipment, BERALT believes that it is not their area of expertise. Spare parts are expensive 
and after-sales support was not the best. However, communication was effective and no major 
conflicts arose during the years. In any way, and as stated by both companies, there were not 
many reasons for conflicts as on-going business was scarce. For example, it is said that during 
1,5 year communication between the companies was practically non-existing (during the 
closure years of the Panasqueira mine). Nevertheless, a big differentiation is made between 
the level of competency of ATLAS' personnel and those of SANDVTK. 

Naturally, perceptions of satisfaction have varied throughout the years. For example in the 
beginning of the 1990s (when the five Boomers were acquired), BERALT was satisfied with 
the equipment performance and functional reliability, and thus its supplier. During the last 
year when SANDVTK held Tamrock's representation (1999), a certain dissatisfaction is 
expressed - due to delays in providing information on prices, spare parts, etc... 

BERALT expresses that the feeling of trust was not really developed with SANDVTK. There 
is an intrinsic tmst in the technical features of Tamrock's equipment, particularly the TORO 
loaders. Equipment's functional reliability is mentioned as a measure for this "tmst". 
Regarding social tmst, it is mentioned that there exists integrity and SANDVIK has been a 
reliable supplier. However, representatives from both companies do not perceive that tmst has 
been really developed. The financial instability of the buying company has also contributed 
for the scarcity of business and contacts, and hence for the lack of a firm feeling of tmst. 
However, it should be emphasized that there exists no "distrust" between the companies. 

Commitment does not characterize this relationship. During the relationship years, 
SANDVIK's commitment to BERALT was low. This is attributed to the mining company's 
profitability problems and the years of uncertainty towards the future. The mine was several 
times basically regarded as "closed". This uncertainty years for BERALT coincide to the 
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period when SOMINCOR heavily invested in capital equipment and the "Service Support 
Package" for the Neves Corvo mine was created (described in case two). Thus, company's 
resources were directed to this mining company. From BERALT's perspective commitment 
exists in other areas than capital equipment (such as rock tools). Regarding Tamrock's 
equipment, according to the dyad, relationship effectiveness cannot really be measured as 
common objectives were never set. 

The termination of the relationship (in what concerns capital equipment) is taken quite lightly 
by any of the companies. SANDVIK didn't expect to do much business with BERALT in the 
future - due to the fact that the mine is in the declining stage of its existence and capital 
equipment investments would probably not occur. BERALT wasn't really satisfied with 
SANDVIK's representation during the "agitated" year of 1999. Any way, BERALT much 
more dissatisfied with the present representative. In this sense, the termination is regarded as a 
loss: "At least we we 're in the same world' - as commented by the mine manager. 

No operational linkages were instituted between the companies. Contracts signed regarding 
the sales of capital equipment were done on a one-by-one basis (although entailing the long-
term perspective of following the equipment throughout the life cycle). Hence, links 
established between the companies were only temporarily (e.g., until delivery is completed). 
No capital bonds were created between the companies. 
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Chapter 5 - Analysis 

5.1 Introduction 

The empirical evidence of this study will first be analyzed against the theoretical framework 
(within-case analysis) at each of the embedded-units of analysis level. These are: the 
contextual variables; the task factors; the interaction processes; and the outcome variables. 
Thereafter, a cross-case analysis is conducted (also at the embedded-units of analysis level). 

Once these first analytical procedures are completed, the analysis pursues at the study's unit 
of analysis level, i.e., the "cases" or the development of the long-term relationships in this 
particular setting. As a result of the analysis, the research questions of the study are formally 
answered and ultimately a modified model of analysis is proposed. 

For the sake of simplifying the writing of the analysis, the cases of the development of the 
long-term relationships will be referred in an abbreviated form: 

• Case One: SOMINCOR-ATLAS, when addressing the development of the long-term 
relationship between these two companies; 

• Case Two: SOMINCOR-SANDVIK, when addressing the development of the long-
term relationship between these two companies; 

• Case Three: BERALT-ATLAS, when addressing the development of the long-term 
relationship between these two companies; 

• Case Four: BERALT-SANDVIK, when addressing the development of the long-term 
relationship between these two companies. 

5.2 Analysis at the Embedded Units of Analysis Level 

This analysis is sub-divided in four. Data gathered regarding each of the four embedded units 
of analysis of the study is addressed individually against the theoretical framework. Insights, 
patterns and/or explanations are put forward and discussed. In each of the four sub-sections, 
initially, tables that summarize main empirical facts are presented. Afterwards, analytical 
considerations are drawn. 

5.2.1 Analysis of the Contextual Variables 

The table provided in the next page (Table 5.1) summarizes main empirical facts gathered 
during the empirical investigation regarding the contextual variables included in the model of 
analysis of this study. Based on this, the cases description, and the theoretical framework, the 
analysis of the contextual variables is conducted. 
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Table 5.1 Summary of Facts Regarding the Contextual Variables 
= C O N T E X T U A L V A R I A B L E S = 
O R G A N I Z A T I O N A L 
C H A R A C T E R I S T I C S 

S O M I N C O R B E R A L T A T L A S S A N D V I K 

Size • Continuous increase of number 
of employees (e.g., from 709 in 1988 
to 1075 in 1999). 
• Increased growing production to 
present levels of 2,3 million tons of 
hoisted ore. 

• Strong variations in size and 
production output. Past two 
decades personnel trimming to 
present level of 165 employees. 
Production decrease or cease 
twice during past decade. 

• Own sales subsidiary of 
powerful mining Group. 
• Steady increase and growth; 
150 employees (2000). 

• Member of powerful mining 
Group. 
• Intensive personnel trimming 
(from 70 to present level of 30 
people). 

Age • 20 years ; 
• Mine cycle stage: from slow 
growth to maturity stage. Predicted 
remaining years in production: 17 to 
30 years (including zinc reserves) 

• More than 100 years 
• Mine cycle stage: declining 
stage. Predicted remaining years 
in production: 5 to 6 years. 

• Established for more than 40 
years ago. 

• Established during late 1970s. 
• Acted as agent for Tamrock's 
capital equipment (1994 to mid-
1999). 

Objectives and Strategies From growth to consolidation of 
operations / reduce operational costs/ 
maintain production output 

Very uncertain future during the 
1990s. Acquisition by two 
different mining Groups. 
Presently: reduce operational 
costs and operate at a profit. 

Long-term profitability through 
growth. Maintain leading position 
and increase sales in "use of 
products" (after-sales). 
Direct channel selected as channel 
strategy. 

Divestment. Dissolution of Tamrock 
& Rock Tools division. 
Consolidation of operations and 
personnel reductions. Instability 
rules on views about the future. 
Use of distributor as channel 
strategy for capital equipment. 

Centralization / 
Organizational Structure 

Centralized sourcing; functional 
structure. 

Decentralized sourcing; 
functional structure. 

Product structure; decentralized in 
specialized business areas. 
• Rock Drilling and Wagner 
division employs 27 persons 

Product structure; decentralized in 
specialized business areas. 
• Tamrock & Rock Tools division 
employed 15 persons (until 
dissolution) 

Demand Dynamics High volatility of demand. Variations 
depending on copper and tin metal 
prices. 

High volatility of demand. 
Strong variations depending on 
wolfram metal prices. 

Stable demand for capital 
equipment (both civil construction 
and mining industry customers). 

Stable demand although slight 
decrease from mining industry 
customers due to depressed metal 
prices. 

M A R K E T S T R U C T U R E 
(within common context) 

C A S E O N E : 
S O M I N C O R & A T L A S 

C A S E T W O : 
S O M I N C O R & SANDVIK 

C A S E T H R E E : 
B E R A L T & A T L A S 

C A S E F O U R : 
B E R A L T & SANDVIK 

Concentration Few actors, highly concentrated. Few actors, highly concentrated. Few actors, highly concentrated. Few actors, highly concentrated 
Dynamism Stable and homogenous. Stable and homogenous. Stable and homogenous. Stable and homogenous 
Resource Dependency Powerful buyer and seller; high 

resource dependency. 
Powerful buyer and seller; high 
resource dependency. 

Powerful seller and powerful buyer 
in the past (tradition rules still). 
Extreme resource dependency on 
BERALT's part towards ATLAS. 

Powerful seller and powerful buyer 
in the past (tradition rules still). 
Presently, BERALT's attempts to 
eliminate resource dependency. 
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5.2.1.1 Within-case Analysis 

Relationships do not evolve in a vacuum. In the theoretical framework the importance of the 
contextual variables was stressed. In this investigation, the features of the environment are 
shown to considerably influence the ways relationships evolve over time. 

Within-case Analysis of the Contextual Variables of SOMINCOR-ATLAS 

In the SOMINCOR-ATLAS case the organizational characteristics of the parties can be 
directly identified as driving forces for the development of the relationship. This is 
particularly noticeable regarding the establishment of the relationship. In the very beginning it 
was stressed by the buying company that ATLAS was a company member of a major mining 
Group, what by itself was a guarantee of a certain quality of the equipment. As referred 
during the case, "ATLAS's products were considered due to the well-known brand name, and 
perceived superior technical design". Hence, there is a certain familiarity with the company 
which exists prior to the actual "birth" of the relationship. Campbell (1985) and Håkansson 
(1982), also refer to the existence of a relative familiarity as a positive feature driving the 
establishment of relationships. Regarding the buying organization SOMINCOR, 
organizational features are also positive to the development of the relationship. It's presently 
the bigger copper producer in the Western world and since the early foundation years, the 
richness of the ore reserves were a guarantee for profitability. Huge investments in capital 
equipment were made in order to develop and start-up the mining operations. The mine has 
been in production since 1988 and the mine cycle stage is considered to be in transition from 
slow growth to the maturity stage. Further, many years are remaining until the ore reserves are 
considered to be exhausted. Estimations given by the company point to between 17 to 30 
years (considering the zinc reserves). Hence, this company has always been regarded (and still 
is) as an attractive potential customer for ATLAS. 

Another organizational-related issue that positively influences the development of the 
relationship is the fit or match between these companies objectives and strategies. Since the 
early years of its foundation (1980) to start-up of production (1988) and to the present days 
(year 2000), SOMINCOR has had a growth strategy. To implement this strategy has meant 
that this mining company has continuously invested in capital equipment. ATLAS has also 
had growth as the strategy to pursue long-term profitability. The more recent strategy of 
augmenting sales turnover through after-sales is also fitting SOMINCOR's policy of 
outsourcing maintenance of the equipment to suppliers. The establishment of the "Sole 
Supplier Agreement" is an example of this policy. This compatibility between organizations' 
objectives and strategies contributes to the development of the relationship and has also been 
referred in prior studies (e.g., Cunningham in Håkansson, 1982). 

A very important issue that strongly contributes to the evolvement of the relationship between 
these two companies is the selected direct channel as a mode for interaction. Throughout the 
case, the fact that ATLAS is the own-sales subsidiary of the ATLAS COPCO GROUP in the 
country was emphasized positively (several times) by representatives of both companies. The 
position in the manufacturing channel that leads, or not, to direct interaction was proposed as 
an influencing factor in Håkansson (1982). On the other hand, the fact that sourcing is 
handled in a centralized way (by the sourcing department) doesn't hinder direct interaction 
between the equipment users and the selling company. 
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Another contextual variable identified theoretically was the demand dynamics affecting each 
of the parties involved in the relationship. Curiously, results from this case, apparently do not 
follow the theoretical premises that stability (from the customer's viewpoint) affects 
positively the probability of relationship development (e.g., Blois, 1996). The demand for 
SOMINCOR's products is volatile and highly dependent of copper and tin metal prices. 
However, this is not shown to affect the exchange "episodes" and the interaction processes 
occurring between the companies. 

Finally, the contextual variable of market structure can be identified as a determinant of the 
development of this long-term relationship. The market stmcture of this focal relationship can 
be characterized as being concentrated, stable and homogenous. Several authors have already 
pinpointed that long-term relationships tend to be present in this type of market (e.g., Arndt, 
1979; Håkansson, 1982; Campbell, 1985; Low, 1996). Results from this case fit well these 
theoretical propositions. The term domesticated market (as proposed by Arndt, 1979) can 
even be adopted. The number of players in this market is noticeably small and interaction 
styles are cooperative. This is also in line with Campbell's proposition regarding the choice of 
cooperative purchasing and marketing strategies when acting in domesticated markets. This 
can be illustrated by the "round-table" negotiation style adopted by SOMINCOR and the 
problem solving type of negotiation conducted by ATLAS. 

Due to the low availability of alternative sources of supply of capital equipment, a high 
resource dependency also exists between these companies. This is also shown to aid to the 
development of the long-term relationship. This is in agreement with what has been referred 
by e.g., Bagozzi (1974); Håkansson (1982) and Hallén et al. (1991). 

Within-case Analysis of the Contextual Variables of SOMINCOR-SANDVIK 

In the SOMINCOR-SANDVIK case, the organizational characteristics of the companies 
constituted driving forces for the initiation of the relationship concerning the buying and 
selling of capital equipment. SANDVTK was the subsidiary company of a major mining 
Group (The SANDVTK GROUP) that has a well-renowned reputation in this industry as a 
high quality steel and rock tools supplier. Hence, the incorporation of sales of Tamrock's 
capital equipment during 1994 appears to be a natural extension of SANDVTK" s product 
portfolio in the country. Intelligently, this company also recruited experienced personnel from 
the main competitor ATLAS to handle sales in this newly constituted business area. 
Tamrock's capital equipment was also highly regarded by the customer company due to its 
performance while mnning on behalf of the main contractor of the underground works. 
Hence, familiarity - i.e., a certain degree of knowledge of Tamrock's products and 
SANDVTK - existed what contributed to uncertainty reduction and the establishment of the 
relationship. This fits with was proposed theoretically by e.g., Campbell (1985) and 
Håkansson (1982). SOMINCOR's was also a well-known mining company for SANDVTK. 
This company had been acting as SOMINCOR's supplier of steel and rock tools since the 
early years of the foundation of the mining company. 

Concerning the objectives and strategies of these companies, there seems to exist a 
organizational fi t in the early years of the relationship - that resulted in interaction 
intensification through for instance the implementation of the "Sole Supplier Agreement". 
The strategic intention of this agreement (1996 and 1997) was to create a long-term 
partnership between the companies. However, very soon, strategic mismatches or 
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incompatibilities can be identified. SOMINCOR intended to have an effective after-sales 
provider and SANDVIK was not "inclined or even endowed to be this effective after-sales 
provider" - as referred by representatives of both companies. This naturally depends on 
objectives and strategies of the selling company which are ultimately determined by the 
parent company, Tamrock in Finland. Most probably, the mining industry in Portugal doesn't 
represent a sufficiently attractive market segment that justifies the selection of direct channels 
as a strategy. This is in fact verified during 1999 when the decision to divest the Tamrock & 
Rock Tools division in Portugal is taken by the Sandvik-Tamrock Group (resulting from the 
merging of Tamrock with Sandvik Rock Tools by the end of 1997). 

Paradoxically, the formation of this new mining Group (Sandvik-Tamrock) leads to the 
dissolution of the relationship SOMINCOR-SANDVIK due to the ceasing of the former 
agent's representation and selection of a local distributor to handle the sales of Tamrock's 
equipment (the company CIMERTEX). Consolidation of country-based operations in regional 
market areas (such as the Southern European area) - that are expected to bring cost reduction 
benefits to the Group - are the basis for such a strategic decision. According to Cunningham 
in Håkansson (1982) this type of strategic choice hinders the development of long-term 
relationships between companies. Direct channels ease the establishment of an atmosphere of 
cooperation, tmst, and loyalty between companies. Tamrock's channel strategy has functioned 
as hindrance to the development of the relationship. This was also clearly expressed by 
SOMINCOR when several of the interviewees stressed a lack of perceived long-term 
commitment by Tamrock due to the change of agents or distributor companies. 

Stability has not characterized SOMINCOR's demand dynamics. However, this has not 
affected the probability of relationship development (as proposed by Blois, 1996). Demand 
for Tamrock's capital equipment is not affected by the patterns of demand of the products of 
the buying company. 

On the other hand, the market structure that characterizes the common context of these 
companies is shown to considerably influence the development of the relationship. The 
market is concentrated, stable and homogeneous, domesticated even. As proposed by many 
authors referred previously (Arndt, 1979; Håkansson, 1982; Campbell, 1985; Low, 1996) the 
limited number of players in the market enhances the probability for interaction and leads to 
the adoption of cooperative purchasing and marketing strategies. 

Within-case Analysis of the Contextual Variables of BERALT-ATLAS 

BERALT constitutes a reference mark as a producer of tungsten concentrates in the 
Portuguese metal mining industry. This company runs a mine that has existed for more than 
hundred years and has managed to adapt to several business cycles. During the period when 
the relationship was established with ATLAS (during the late 1950s) both companies' 
organizational characteristics were positively influencing the initiation of the relationship. 
BERALT referred to ATLAS as a member of an important Swedish Group who was known to 
be in the technological forefront in mining. The revolutionary (at that time) "pusher-leg" rock 
drills, and the "Swedish method" were referred by BERALT as examples. During the 1960s, 
1970s and 1980s, BERALT oscillated between stability and expansion depending on the 
variations of metal prices. However, mechanization of the underground production and 
adoption of new exploration methods were on-going. In this way, ATLAS has always 
regarded BERALT as an attractive customer that also enhanced the supplier's own reputation, 
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i.e., legitimizes the supplier. This issue of legitimacy is beneficial for the development of 
relationships, as for instance referred by Blois (1996). 

Although ATLAS' organizational characteristics have continued to contribute positively to 
the pursue of the relationship, the same cannot be said regarding BERALT's. Due to the 
extremely negative downward trend of wolfram prices, which has been ruling for the past 17 
years, BERALT has been subdued to great organizational instability. Only during the 1990s, 
the company has changed owner twice and has been "closed" or placed in care and 
maintenance two times. Remarkably, however, this doesn't seem to have affected the 
development of the BERALT-ATLAS relationship considerably. This, partially at least, 
contradicts what is posited in previous studies where it is mentioned that organizational and 
objectives incompatibility of the parties involved in the relationship hampers its development 
(e.g., Håkansson, 1982). Naturally, it is noticed that patterns of interaction change (e.g., 
reduced frequency of contacts and number of exchanges episodes) but the relationship 
pursues to the extent that BERALT wants ATLAS to more or less acquire the status of "sole 
supplier" of capital equipment. Although ATLAS doesn't view the adoption of this policy as 
positive for neither company, a certain social consciousness is clearly existing and driving the 
continuity of the relationship. 

From the previous discussion it can be drawn that objectives and strategies of these 
companies have not always fitted. Investments in capital equipment have been kept to a 
minimum and this doesn't fit ATLAS growth strategy. Augmenting sales revenues through 
providing after-sales services doesn't either fit BERALT's policy of conducting the care and 
maintenance of their equipment "in-house". On the other hand, a strategic decision that has 
always contributed positively to the development of the relationship is the choice of direct 
channel as a mode of interaction. 

As it can also been drawn from the analytical considerations regarding BERALT's 
organizational characteristics it is clearly shown that the demand dynamics affecting this 
company influence considerably the development of the relationship. Effects of this are 
noticeable in the reduced number of exchange episodes taking place between the parties. 
These results are in agreement with what is predicted by many authors (e.g., Cunningham, 
1980; Håkansson, 1982; Blois, 1996). On the other hand, demand dynamics affecting ATLAS 
do not seem to influence the development of the relationship. 

The prevailing market structure clearly affects the development of the relationship. This case 
results confirm for example Low's (1996) theoretical proposition that few number of players 
in a domesticated market encourage the developing and maintenance of long-term 
relationships. Cooperative purchasing and marketing strategies are also adopted, what is in 
line with what has been proposed by Campbell (1985). 

In mm, the fact that there exist a great resource dependency on the part of BERALT towards 
ATLAS doesn't seem to affect negatively the relationship. BERALT views ATLAS as a 
"business partner" - as stated by the mine manager - and this dependency is not perceived as 
a negative feature. The fact that the power inbalance existing between these two companies 
might lead to opportunistic behavior is not supported by this case's results (e.g., Håkansson, 
1982). 
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Within-case Analysis of the Contextual Variables of BERALT-SANDVIK 

SANDVIK, while acting as Tamrock's agent in the country, has always had an organizational 
mismatch with BERALT. SANDVTK was striving for growth through diversification of their 
product portfolio while BERALT was dealing with extremely difficult times with negative 
profitability and production ceasing. This fact has hampered the development of the 
relationship and fits what was noticed by Cunningham in Håkansson (1982). However, it 
should be stressed that the companies were well familiarized with one another (through 
relationships established regarding other business areas) and that BERALT was still 
considered to be a strategic account, directly handled by SANDVIK's managing director. 
Legitimacy certainly contributes to this fact (as mentioned by Blois, 1996). As referred 
previously BERALT is an important reference mark for the Portuguese mining industry. 

Ultimately, the strategic decision to divest the Tamrock and Rock Tools division leads to the 
termination of this relationship. The newly-taken strategic decision of using an industrial 
distributor which has very limited knowledge of the "mining world" - as commented by the 
mine manager - to handle the sales of Tamrock's capital equipment, is viewed very 
negatively by BERALT. As mentioned by Cunningham in Håkansson (1982) by not selecting 
direct channels companies might create barriers to the development of relationships. 
However, while SANDVTK was acting as Tamrock's agent this was not referred to constitute 
any particular problem. SANDVTK belongs to the "same world", i.e., the mining industry, 
while the distributor CTMERTEX has traditionally been active in the constmction industry 
where the way(s) of conducting business differ. The need to have common traditions and 
norms that regulate certain way(s) of doing business seems to affect the probability of 
initiating the relationship between BERALT and CIMERTEX. 

The contextual variable of demand dynamics affecting BERALT has considerably affected the 
development of the relationship. For example, the exchange episodes and frequency of 
contacts were scarce. Finally, the market structure has contributed to the development (or at 
least maintenance) of the relationship. Cooperative purchasing and marketing strategies were 
adopted while acting in this domesticated market (Håkansson, 1982; Campbell, 1985; Low, 
1996) 

To finalize this section, a contextual variable that was not initially included in the model of 
analysis is lifted. It regards the personality traits of the business manager of ATLAS. His 
personality seems to affect very positively the perceptions of the outcomes of the 
relationships, both in the SOMINCOR-ATLAS and particularly in the BERALT-ATLAS case. In 
the theoretical framework it was mentioned a study by Dion, Easterling and Miller (1995) 
where two propositions (among others) were made: 

1. A salesperson's personality unilaterally influences sales outcomes. 
2. Sales outcomes will be enhanced when buyers and sellers exhibit the same 

personality types. 

Results from the Dion et aZ.'s study showed that these two propositions were not supported. 
The issue of personality types was not under focus in this investigation, however, it should be 
noticed that empirical evidence of the present study at least points out that personality traits 
can indeed be influential to the evolution of relationships. 
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5.2.1.2 Cross-case Analysis 

A cross-case analysis at the contextual variables level leads to the identification of many 
similarities and dissimilarities between the cases. First of all, it is pertinent to highlight that 
there exists considerable organizational differences between the buying organizations 
(SOMINCOR and BERALT) and the selling organizations (ATLAS and SANDVTK). These 
differences are determinant to the evolution of the relationships investigated. 

Regarding the mining organizations it is salient that the mine cycle stages in which they have 
been (and are presently) is different during the period under investigation (i.e., the period in 
which the relationships with the suppliers was established and developed). SOMINCOR is a 
"new" mining organization that went through the mine development stage, start-up of 
production to the present level of slow growth on the border to mamrity. Mine development 
and start-up of mining operations are characterized by heavy and continuous investments in 
capital equipment. Naturally, this is very attractive for sellers of capital equipment and leads 
to great efforts and interest from their part to establish and develop relationships. This is 
noticeable both in the SOMINCOR-ATLAS and SOMINCOR-SANDVIK cases. 

On the other hand, BERALT is an "old" mining organization which is in the declining stage 
of the mine cycle (and has been in this stage basically for the past two decades). In the 
BERALT-ATLAS case the relationship continues active - at least it is maintained - essentially 
to the fact that it is well-grounded in the past. As to BERALT-SANDVIK (concerning capital 
equipment) the relationship seems to be very passive. None of the parties is particularly 
interested in the other and this is due to the existing organizational mismatch. 

Concerning the selling organizations, the most noticeable difference is the fact that ATLAS is 
the own-sales subsidiary of the Atlas Copco Group while SANDVTK acted solely as 
Tamrock's agent. The selection of the channel strategy (direct or indirect) seems to affect 
considerably respondents' perceptions of selling companies' commitment to a market based 
solely on this fact. The lack of continuity regarding Tamrock's representation in Portugal was 
perceived negatively by respondents of SOMINCOR in the SOMINCOR-SANDVIK case. 

With connection to the demand dynamics affecting the organizations, differences are also to 
be found. Both mining organizations have been subjected to downward trends of metal prices. 
Comparatively, BERALT has been faced with lower prices than SOMINCOR. Maybe this is 
the explanation as to why the demand dynamics of BERALT is shown to affect the 
relationships while SOMINCOR's demand dynamics doesn't seem to affect any of the 
relationships. 

With reference to the contextual variable market structure, empirical evidence found in the 
four cases presents similarities. This variable is clearly identified as influential to the 
development of any of the relationships. Cooperative and marketing strategies are also 
common among all the cases. 
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5.2.2 Analysis of the Task Factors 

This section deals with the task characteristics of the capital equipment which is exchanged 
between the companies. The attributes that are proposed (in the model of analysis) to 
characterize the task are the: monetary value, importance, complexity, and substitutability. 
Further, descriptions of the buying processes and selling processes are analyzed. Table 5.2 
(given in the next page) summarizes the main empirical facts gathered. 

5.2.2.1 Within-case Analysis 

The first set of task-factors under analysis relates to the generic characteristics of the tasks, 
i.e., those generic characteristics of the capital equipment exchanged between the parties. 
Four factors emerged deductively from the review of theoretical studies and were included in 
the model of analysis. These were: monetary value, importance, complexity, and 
substitutability. Gathered empirical data regarding these factors evidences a similarity of 
results (see also Table 5.2). Hence, it is not necessary to comment on these results on a case-
by-case basis and an aggregate analysis against the theoretical framework is conducted. 

Results show that the monetary value of the capital equipment is perceived in all the cases as 
being high. Besides the initial price/cost tag associated to the actual purchase, associated spare 
parts during the lifetime of the equipment (that is estimated to be in average 10 years), 
represents both a considerable cost and sales revenues for the buying and selling companies 
respectively. 

The importance attributed to the capital equipment is mentioned to be "extremely high". Both 
SOMINCOR and BERALT refer that feasible and functionally reliable capital equipment (in 
any of the four relationships) is essential to the mnning of the companies' underground 
operations and hence to the attainment of production goals and associated profitability. These 
results are in agreement with Metcalf, Frear and Krishnan's (1992, p.29) definition of 
perceived product importance as "the extent to which the purchasing organization links a 
purchased input to its salient goals". These authors also indicated that perceived product 
importance leads to high levels of: interfirm cooperation, information exchange, social 
exchange, extensive inter-organizational communication networks. In this study, results from 
all the four cases evidenced the existence of cooperative strategies (both purchasing and 
marketing), and a high degree of information and social exchange. 

With reference to the complexity dimension of the capital equipment, this was perceived as 
high in all the four cases. Hallén, Johanson and Seyed Mohamed (1993) have indicated that 
complexity of product exchange has an influence on interfirm adaptations. Results from this 
study support this proposition. Illustrative examples of interfirm adaptations due to product 
complexity are: product adaptations in the length of the drilling rods (SOMINCOR-ATLAS); 
reinforcement of buckets of the loaders (SOMINCOR-SANDVIK); lowering of the electrically-
driven drill rigs (BERALT-ATLAS). However, results from the BERALT-SANDVIK do not 
support this statement. 

Substitutability is considered to be low in all the cases. Reasons given are related to the 
limited number of alternative sources of supply and difficulty in the interchangeability of the 
equipment's spare parts. Low availability of substitute products or processes is referred to be 
a driving force for the development of long-term relationships (e.g., Möller and Wilson, 
1995). This is also confirmed by this study's empirical evidence. 
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Table 5.2 Summary of Facts Regarding the Task Characteristics 
= T A S K F A C T O R S = 
G E N E R I C T A S K 
C H A R A C T E R I S T I C S 

C A S E ONE: 
S O M I N C O R & A T L A S 

C A S E T W O : 
S O M I N C O R & SANDVIK 

C A S E T H R E E : 
B E R A L T & A T L A S 

C A S E F O U R : 
B E R A L T & S A N D V I K 

Specification of capital 
equipment type: 

• Drill rigs (Boomer development 
rigs and SIMBA production rigs) 
• Boltec rock bolting rigs 

• Drill rigs 
• Rock bolting rigs 
• Loaders (TORO) 

• Drill rigs (Boomer) 
• Loaders (WAGNER) 
• Pneumatic rock drills 
• Auxiliary hauling equipment 
• Mechanized charging 
equipment 

• Drill rigs (Boomers) 
• Pneumatic rock drills 
• Loaders (TORO) 

Monetary value High: between 70 to 100 million 
PTE 

High: between 70 to 120 million 
PTE 

High for drill rigs and loaders (50 to 
70 million PTE); lower for 
pneumatic rock drills (3 to 4 million 
PTE) 

High for drill rigs and loaders (50 to 
70 million PTE); lower for 
pneumatic rock drills (3 to 4 million 
PTE) 

Importance Extremely high Extremely high Extremely high Extremely high 
Complexity High High High High 
Substitutability Low Low Low Low 

B U Y I N G O F C A P I T A L 
E Q U I P M E N T 

S O M I N C O R 
(applicable to both cases) 

B E R A L T 
(applicable to both cases) 

The Stages of the Buying 
Process 

(1) Need recognition; (2)Technical specifications; (3) Search for 
Potential Sources of Supply; (4) Inquiry (Bid); (5) Acquisition and 
Evaluation of the Proposals; (6) Negotiation and Supplier Selection; (7) 
Contract & Order Approval; (8) Performance feedback and evaluation 

(1) Need recognition; (2)Technical specifications; (3) Search for Potential 
Sources of Supply; (4) Inquiry (Bid); (5) Acquisition and Evaluation of the 
Proposals; (6) Negotiation and Supplier Selection; (7) Contract & Order 
Approval; (8) Performance feedback and evaluation 

The Departmental 
Involvement in the Buying 
Process 

Production , maintenance, engineering, purchasing, lop management 
• Production is the most influential 

Production , maintenance, engineering, administrative and finance, top 
management 
• Production is the most influential (mine manager's centralization) 

Highest Rated Supplier 
Selection Criteria 

(1) quality; (2) price; (3) compatibility to other equipment (1) quality, (2) compatibility; (3) standardization of spare parts; (4) 
technical capability 

S E L L I N G O F C A P I T A L 
E Q U I P M E N T 

A T L A S 
(applicable to both cases) 

SANDVIK 
(applicable to both cases) 

The Stages of the Selling 
Process 

1) Development of sales strategy; (2) Organization of the justification; 
(3) Presentation of the sales message; (4) Proposal(s) and ncgotiation(s); 
(5)Closure 

(1) Identification of new prospective sale; (2) Preparation of the "scope of 
the sale"; (3) Preparation of initial proposal; (4) Proposal(s) and 
negotiation(s); (5) Contract signing; (6) Follow-up 

The Departmental 
Involvement in the Selling 
Process 

Sales engineer (responsible for sales account); support personnel 
(administrative, technical, marketing); business manager (eventually) 

Sales engineer / Managing director (handles key accounts) 
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Within-case and Cross-case Analysis of the Buying of Capital Equipment 

Data concerning the succession of buying activities commonly conducted by the mining 
organizations when buying capital equipment was collected. The descriptions given are said 
to be applicable - affirmed by representatives of both SOMINCOR and BERALT - to the 
respective cases of development of long-term relationships. Hence, independently of the 
evolvement of the relationships there seems to be a set of standard procedures taken by 
companies when buying capital equipment. Data collected regarding the buying process is 
analyzed against the theoretical buying process model proposed by Robinson, Faris and Wind 
(1967) - the "buygrid" framework - which was used as an analytical tool in Study One of this 
thesis. 

It can be noticed that the descriptions of the buying processes given fundamentally follow the 
eight fundamental activities (buyphases) found in the "buygrid" framework. Results present 
many similarities to results attained in Study One of this thesis. For example, it is shown that 
negotiations are emphasized as a buying activity and are clearly differentiated in a particular 
buyphase. 

Focusing on the departmental involvement, results essentially match the findings of Study One 
of this thesis. A clear dominance of the production department is present throughout the 
buying process (as with the Swedish cases in the previous study). Hence, it is shown that it is 
production that operates at the interface between the metal mining companies and their 
suppliers of capital (exception made for the case of the Polish mining company in Study One). 
These results contradict what was for instance mentioned by Cunningham in Håkansson 
(1982) where he states that it is purchasing which holds this position. In both studies the role 
of purchasing is more administrative and relegated to a more secondary level, as decisions are 
taken essentially by production. Maintenance and engineering are important actors in the 
buying process as they possess necessary technical know-how of the capital equipment, 
particularly important when the complexity of the exchange increases. 

Within-case and Cross-case Analysis of the Selling of Capital Equipment 

The descriptions provided concerning the set of selling activities commonly conducted by 
ATLAS and SANDVIK regarding capital equipment sales are said to be applicable to each of 
the selling companies' relationships under study. Results are very alike between the cases and 
many similarities are found with the industrial selling process proposed by Shapiro and 
Posner (1976). It is actually the first two initial steps which are not included in the empirical 
descriptions provided, i.e., opening the selling process and qualifying the prospect. However, 
these two steps are intrinsic in the first selling activity mentioned by any of the companies. 
Respectively, development of sales strategy (by ATLAS) and identification of new 
prospective sale (by SANDVIK). Both companies have such a well-developed know-how of 
the Portuguese mining industry that no introduction and/or qualification is required as 
companies are well aware and informed about potential counterparts. Proposal(s) and 
negotiation(s) are more clearly emphasized as a selling activity than in Shapiro and Posner 
(1976). The centralization and importance of the sales engineer responsible for the respective 
account is evidenced throughout the selling processes. Other departments get involved at their 
request and merely as supportive functions. 

233 



5.2.2.2 Cross-case Analysis 

As mentioned earlier, due to the similarity of the results attained pertinent to the generic 
characteristics of the tasks (from the deductive perspective of the task factors included in the 
model of analysis), the cross-case analysis was intrinsic in the within-case analysis. However, 
there are a number of dissimilarities that can be identified among the cases that need to be 
discussed from a more inductive-based perspective. 

Buying organizations have preferences for particular types of capital equipment. SOMINCOR 
prefers ATLAS' drill rigs and SANDVIK's (rather Tamrock's) rock bolting rigs and TORO 
loaders. BERALT prefers ATLAS' drill rigs and TORO loaders (although successively 
acquired WAGNER loaders). Hence, there is a consensus in the views expressed by 
managers' of both mining companies. 

When analyzing the empirical evidence provided, two task-related factors can be identified as 
determinants of the stated preferences. The first is functional suitability, that can be translated 
in the degree of fitness of the capital equipment to the underground mining environment of 
the buying companies. As referred in SOMINCOR-ATLAS, ATLAS' Boomer and Simba drill 
rigs have proven to be well-suited to the underground environment. The fitness of the TORO 
loaders to SOMINCOR's underground mining environment is also emphasized both in the 
SOMINCOR-ATLAS and SOMINCOR-SANDVIK cases. 

The second factor that can be inductively identified relates to the degree of standardization/ 
customization of the capital equipment. This factor is highly dependent on the geological 
environment particular to the mining company. This fact is particularly noticeable in the 
BERALT-ATLAS case. The degree of customization required was extremely high for the 
Boomer drill rigs. As referred, the equipment had to be "lowered" to f i t the two meters high 
ore chambers. Moreover, the fact that ATLAS' abided to a high degree of customization 
required for underground loaders operating in the Panasqueira mine was the main reason as to 
why the electrically-driven WAGNER loaders were preferred to the TORO loaders (which 
were considered as "superior" from the beginning). 

The empirical evidence of this study leads to the identification of these factors. They are also 
found to considerable affect the interaction processes, particularly the "exchange" episodes 
occurring in all of the investigated relationships. 
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5.2.3 Analysis of the Interaction Processes 

According to the theoretical premises of this study, the interaction processes are described 
through the sub-processes of exchange, adaptation, and coordination. The exchange processes 
are divided into exchange of resources and social resources exchange (as proposed by Möller 
and Wilson, 1995 and outlined in the selection of factors to include in the model of analysis). 
Hence, the stream of "exchange episodes" is analyzed within the timeframe of the 
relationship. As in Håkansson (1982), the value of business is also included as a pertinent 
variable for analysis in this context. Social resources exchanges are assessed through the 
mapping of the frequency of contacts. 

In connection to the adaptation and coordination processes it is remarked that when presenting 
data regarding these processes (in the former chapter), it was hard to isolate the processes 
from one another. Attending to the gathered empirical evidence it was deemed that such a 
separation would have disturbed the clarity of the cases description. In Håkansson (1982) it 
was also noticed that these processes were hard to clearly differentiate. However, when 
analyzing the empirical evidence, a categorization is attempted. 

The adaptation processes encompass the supplier-based adaptation processes and the 
customer-based adaptation processes. In the first category, the empirical evidence has shown 
that it is important to consider product-design adaptations, issues regarding technical 
assistance, stockholding, after-sales agreements, and tendencies that influence the need for 
adaptations in the future. The theoretical framework had already emphasized many of these 
issues as important to study when considering the adaptation processes. However, and based 
on the empirical results, issues like the scope of adaptations in after-sales agreements need 
special emphasis due to their importance in the interaction processes between the parties. 

The coordination processes refer to the mechanisms that have been developed to facilitate the 
control of the exchange processes (as mentioned in the theoretical framework). Hence, the 
policies that are adopted by the companies when dealing with one another are included in this 
category. These are: delivery policies, payment terms, formality aspects, research and 
development, and performance follow-up. 

Three tables summarize main empirical facts concerning the interaction processes. Table 5.3 
summarizes data relevant to the exchange processes, Table 5.4 summarizes evidence 
connected to the adaptation processes, and finally Table 5.5 summarizes data concerning the 
coordination processes. 
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Table 5.3 Summary of Facts Regarding the Exchange Processes 
= INTERACTION PROCESSES = 
EXCHANGE 
PROCESSES 

CASE ONE: 
SOMINCOR & ATLAS 

CASE TWO: 
SOMINCOR & SANDVIK 

CASE THREE: 
BERALT & ATLAS 

CASE FOUR: 
BERALT & SANDVIK 

Age of the 
Relationship 

• Approximately 19 years. • Approximately 15 years (with 
Tamrock's distributors and 
agents). 

• 19 years with SANDVIK 
(including other business areas) 

• 5 years (with SANDVIK while 
Tamrock's agent) 

• More than 40 years. • Approximately 15 years 
(with Tamrock's distributors 
and agents). 

• More than 15 years with 
SANDVIK (including other 
business areas) 

• 5 years (with SANDVIK as 
Tamrock's agent) 

Stream of Exchange 
Episodes 
(frequency of purchase) 

• one drill rig (early 1980s) 
• one equipment/year (1981 to 

1986) 
• more than one per year (1987 to 

1988) 
• one equipment/year (/ 990s) 
• two drill rigs & two rock bolting 

rigs (during 1997) 

• one rock bolting rig (1985, from 
QPB) 

• loader TORO (1994) 
• one equipment (1995) 
• six loaders TORO & five drill 

rigs and rock bolting rigs (1996 
to 1999) 

• "pusher leg" rock drills (1950s) 
• exchanges occurred on a regular 

basis (1960s & 1970s) 
• Increase in exchanges (1980-1984) 
• Nine loaders & three drill rigs 

(during the 1980s) 
• Two loaders and two trucks (1991) 
• Kept to a minimum (after 1992 to 

present); rock drills 
• Second-hand loaders and raise-

boring (under consideration) 

• loader TORO (1985, from 
QPB) 

• five drill rigs (1989-1992, 
from QPB) 

• pneumatic rock drills 
(between 1994 to present); 
kept to a minimum 

Present Equipment 
Fleet 

• 11 drill rigs (9 Boomers & 2 
Simbas) 

• 2 rock bolting rigs 

• 6 loaders TORO 
• 2 drill rigs (long-hole) 
• 4 rock bolting rigs 

• 9 loaders WAGNER 
• 3 drill rigs 
• 4 trucks 

• 5 drill rigs 
• pneumatic rock drills 

Value of Business • Total: 3 to 4 billion PTE (capital 
equipment & spare parts) 

• Average per vear (estimated): 200 
million PTE (ATLAS); 140 
million PTE (SOMINCOR 
excluding spare parts) 

• Total: 1,5 billion PTE (capital 
equipment & spare parts) 

• Total: 0,5 billion PTE (rough 
estimation for capital equipment 
only) 

• Total: less than 0.25 billion 
PTE (including spare parts) 

Information 
Exchange 
(frequency of contacts) 

SOMINCOR's initiative: 
Purchasing: daily; Maintenance: 2-3 
times/week; Production: once/week 
ATLAS' initiative: 
Account responsible: once/ second 
week; Site personnel: daily 

SOMINCOR's initiative: 
Purchasing: weekly basis; 
Maintenance: weekly; Production: 
once/week 
SANDVIK's initiative: 
Managing director: weekly; 
Site personnel: daily 

BERALT's initiative: 
Production: weekly basis 
ATLAS' initiative: 
Account responsible: once/ second 
week; Technical support personnel: 
monthly 

BERALT's initiative: 
Production: scarce, when needed 
SANDVIK's initiative: 
Account responsible: monthly 
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Table 5.4 Summary of Facts Regarding the Adaptation Processes 
= I N T E R A C T I O N P R O C E S S E S = 

ADAPTATION 
P R O C E S S E S 

C A S E ONE: 
S O M I N C O R & A T L A S 

C A S E T W O : 
S O M I N C O R & S A N D V I K 

C A S E T H R E E : 
B E R A L T & A T L A S 

C A S E F O U R : 
B E R A L T & S A N D V I K 

Supplier-Based 
Adaptation: 
• Product-design 

adaptations 

Limited, standardization sought; minor 
adaptations when required 

Extensive, "taylor-made" products Extensive, "taylor-made" 
products 

Lack of desire to abide to 
necessary adaptations 

• Technical assistance Yes, by site placed personnel, personnel 
training included 

Yes, by site placed personnel, 
personnel training included 

When required by BERALT Insufficient 

• Stockholding "Support Center" with components stocks No support center; stock 
rationalization policy 

Stocks of ware materials "on 
consignment"; no components' 
stocks 

Non-existent. 

• After-sales agreements "Sole Supplier Agreement" (2 years 
preparation / access) - 1997 
• Preventative maintenance 
• Manufacturer spare parts delivery at a 

guaranteed price level 
(on-going implementation) 

"Service Support Package" 
• Preventative maintenance 
• Manufacturer spare parts delivery 

at a guaranteed price level 
• Guarantee on operational costs 
• special discounts in personnel 

costs and payment terms 
(failure in implementation) 

No No; complaints regarding 
spare parts and after-sales 
support 

• Tendencies JIT; stocks kept to a minimum; 
preventative maintenance "partnership"; 
service (after-sales) providers 

Integration of capital equipment sales 
and service packages; preventative 
maintenance; guarantees on 
equipment's operational costs 

Standardization and 
interchangeability of 
components; stocks kept to a 
minimum; preventative 
maintenance; JIT 

Customer-Based 
Adaptation: 
• Production process & 

planning 

No No No No 

• Maintenance planning "Sole Supplier Agreement" / Outsourcing "Service Support Package" / 
Outsourcing 

No No 
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Table 5.5 Summary of Facts Regarding the Coordination Processes 

COORDINATION 
PROCESSES 

CASE ONE: 
SOMINCOR & ATLAS 

CASE TWO: 
SOMINCOR & SANDVIK 

CASE THREE: 
BERALT & ATLAS 

CASE FOUR: 
BERALT & SANDVIK 

• Delivery policies Standard policy (after order entry in 
manufacturer's factory) 

Special policies created Standard policy Not meeting customer 
requirements 

• Payment terms • 45 days (spare parts and 
components); uantity discounts 

• terms of agreement (negotiated on a 
one-by-one basis for capital 
equipment) 

• standard; 30 days after delivery in 
Finnish currency 

• one-by-one basis 
• special terms due to 

financial instability of 
BERALT 

• standard; 30 days after 
delivery in Finnish 
currency 

• Need for formality High, perceived as positive High (both between the parties and 
agent and parent company), perceived 
as negative 

Low, "gentlemen's agreement" -
high social bonds 

High 

• Conjoint Research and 
Development 

Rarely; Product trials at customer site No No No 

• Performance Follow-up Access to daily shift reports & local 
personnel 

Access to daily shift reports & local 
personnel 

Monthly through access to 
reports on equipment hours 

No 
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5.2.3.1 Within-case Analysis 

The nature of the interaction processes taking place between the parties is shown to highly 
influence the development of the relationships investigated. 

Within-case Analysis of the Interaction Processes of SOMINCOR-ATLAS 

Continuity in the stream of episodes - more specifically, exchanges of capital equipment -
characterizes the relationship between these organizations. More "intensive" periods of 
exchanges are determined essentially by investment decisions taken by the buying company. 
As referred in the theoretical framework, intensity can be defined in terms of the level of 
contact and resource-exchange between the parties (Marrett, 1971 in Ford, 1980). Indeed, 
increases in exchange processes are shown to be related to SOMINCOR's mine development 
stage or related to the need of substituting "older" equipment. Further, exchange episodes tend 
to occur due to the imperative need to lower production and maintenance costs (as it was the 
case at SOMINCOR during 1997 that lead to the exchange of two drill rigs and two rock 
bolting rigs). During the approximately 19 years of the relationship, the total value of business 
is estimated to be between 3 to 4 billion PTE (around 15 to 20 million EUR). 

Information exchange between the companies is extremely frequent. Product-service 
information is continuously requested and daily contact is taken by the selling company. 
Product importance and complexity are certainly affecting the pattern of contacts and great 
need for information exchange. The patterns of communication seem to be independent of on
going and future exchanges of capital equipment. In tum, the communication taken place 
between the site personnel (ATLAS) and SOMINCOR's production, maintenance and 
purchasing relates more to issues related to the support and mnning of the capital equipment 
in production - and in this sense they can be associated to the coordination processes 
occurring between the companies. Both information and social exchange are referred to be 
predictors of co-operation between parties in a relationship (Metcalf et al., 1992). Co
operation defined as the extent to which the work of buyer and seller is co-ordinated. In this 
case, the role of the ATLAS' service support personnel is of key importance to the co
ordination and follow-up of the capital equipment at SOMINCOR's site. 

In Metcalf et al.'s (1992) study it was shown that co-operation was also found to be a 
predictor of the willingness of either firm to adapt to the other. This is certainly the case in 
this relationship in what concerns the supplier-based adaptations. Throughout the 19 years 
relationship, many examples are found of adaptive behavior, particularly from ATLAS' side. 
Technical assistance is provided and its scope is adapted to customer's requirements. 
Stockholding and after-sales agreements are shown to be key elements in the adaptation 
processes. Stockholding has been previously emphasized as an adaptation process (e.g., 
Håkansson, 1982; Hallén et aZ.,1991). However, in this study, the importance of the after-
sales agreements as a strategic tool for suppliers of capital equipment outruns stockholding as 
an adaptation process. The on-going implementation of the "Sole Supplier Agreement" 
clearly illustrates this. Stockholding has also been a source of conflict between the companies. 
In fact, the only source of conflict that could be identified in this relationship. 
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This type of adaptation, i.e., after-sales agreements, are also the only identifiable customer-
based adaptation process in this case. Production and planning processes' adaptations were 
said to be non-existent, however, in connection with the after-sales agreements customer-
based adaptations are required in terms of maintenance planning and implementation. The 
type of adaptation that this type of after-sales agreement entails can be characterized as a 
"strategic adaptation" (according to the nomenclature proposed by Brennan and Tumbull, 
1999). It means that it is a major adaptation for both companies with a high degree of 
formality. Preventative maintenance of the capital equipment was mentioned as the major 
advantage of this type of agreement. Outsourcing maintenance - at least to a certain extent -
is another consequence of the implementation of such an agreement. These issues are also 
related to major business tendencies referred by the business manager of ATLAS: JIT as a 
business philosophy which means that stockholding is kept to a minimum; the emphasis 
placed on preventative maintenance and the possibility of its implementation through the 
establishment of partnerships with customers, and the fact that manufacturers of capital 
equipment will be more and more regarded as after-sales providers. 

It should be remarked that product-design adaptations are not welcomed by the selling 
company. Similarly, the buying company has never considered production process 
adaptations to match eventual supplier's capital equipment. Examples of customer adaptation 
processes are found in previous studies (e.g., Håkansson, 1982; Hallén et al., 1991; Brennan 
and Tumbull, 1999), however, their importance in this case can be essentially disregarded. 

The coordination processes are well established between the parties. No conflicts arise/ or 
have arisen from delivery and/or payment terms proceedings. It is interesting to notice that the 
need for formality is high (and has always been) and that this is regarded as positive by both 
companies. 

Within-case Analysis of the Interaction Processes of SOMINCOR-SANDVIK 

The development of this relationship is characterized by a very "intensive" period of 
exchanges (both contact and resource-exchanges). Investment decisions were due to the pre
emptive need to lower maintenance costs and hence indirectly production costs at 
SOMINCOR. During the period of approximately five years, as much as thirteen major 
capital equipment sales/purchases occurred, and the value of business was estimated to be 1,5 
billion PTE (including spare parts) - meaning approximately 7,5 million EUR. The degree of 
supplier-based adaptations conducted by SANDVIK has contributed to this intensity of 
exchanges. 

Metcalf et al. (1992) have indicated in their study that product importance was found to affect 
the willingness of firms to adapt to each other. Results of this case, partially support these 
findings, at least in what concerns the willingness and efforts conducted by SANDVTK in 
order to adapt to SOMINCOR's requests regarding product-design adaptation, technical 
assistance, and scope of after-sales agreement. The only issue where there was no adaptation 
to customer's request concerned stockholding in which SANDVTK was stuck to the policy of 
stock rationalization, and therefore did not hold a stock of components at the customer's site. 
This lead indeed to successive conflicts between the parties. SOMINCOR complains that 
spare parts delivery was commonly delayed and prices given didn't follow previous premises. 
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Conceptually, a very good "Service Support Package " was conceived (as referred by both 
parties). Issues like the guarantee on equipment's operational costs are regarded as innovative 
and an important strategic tool for equipment manufacturing companies. Taylor-made 
discounts on service personnel (free off charge during 12 months period) were also very 
attractive for the buying company. 

However, its implementation was a failure. SOMINCOR's attributes this fact essentially to 
the organizational characteristics of SANDVIK - that functioned only as an Tamrock's agent 
and was not endowed to provide after-sales support. Complaints were also made regarding the 
technical assistance provided, due for instance to the unwillingness of SANDVIK's site-based 
personnel to attend to "needing situations" outside the scope of the agreement. SANDVIK 
identifies communication conflicts with a third-party - the Finnish parent company, Tamrock 
- that in their opinion contributed to the failure of the "Service Support Package". 

From the previous discussion it can be drawn that the coordination processes were never 
well-established between the parties. Conflicts arose from delivery and/or payment terms 
proceedings. Communication patterns were mal-functioning and good coordination was never 
achieved (both between the relationship parties and the agent and parent company). Hence, 
due to the fact that co-operation (i.e., coordination work between the buyer and the seller 
according to Metcalf, et al, 1992) was never achieved, adaptations were not possible to 
implement. Strictness to formal rales and agreement terms were also regarded by the buying 
company as negative to the development of the relationship. 

Within-case Analysis of the Interaction Processes of BERALT-ATLAS 

The exchange processes that have taken place for more than two decades ago are somewhat 
blurred in the memory of the respondents. However, it is interesting to notice that 
technological innovation (the "pusher-leg" rock drills) is associated to the first exchange 
episodes that were registered. Similarly, technology seems to be in the origin of many other 
exchange episodes. For example, it was mentioned that the adoption of a new mining method 
lead to successive exchange episodes - nine loaders and three drill rigs during the 1980s. The 
relevancy of technology for buyer-seller relationships is emphasized by e.g., Håkansson 
(1989). 

In the past decade, investments are kept to a minimum and the relationship attains a somewhat 
"inert" state. Not much is happening in terms of exchange episodes and this is determined by 
the negative external contingencies affecting BERALT. The frequency of contacts reflects 
this inertia, however, it should be noticed that contacts are stills kept regularly (even beyond 
strictly business needs). Social bonds created between representatives of both companies lead 
to the regular contact pattern. The importance of inter-personal communication has been 
recognized by, for example, Cunningham and Tumbull in Håkansson (1982). 

As in Hallén et al. (1993), product complexity is a determinant of interfirm adaptation. 
Metcalf et al. (1992) refer that highly perceived product importance also leads to adaptive 
behavior. This is certainly the case in the development of this relationship. The scope of 
supplier-based adaptations has been extensive and this need has been determined by 
particularities of BERALT's geological environment and underground production processes 
(mining methods). The degree of customization has been extremely high and supplier's 
compliance to buyer's needs in terms of product-design adaptation has been in the origin of 
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several exchange episodes. The importance of the adaptation processes as an interaction 
process has been emphasized in many studies (e.g., Ford, 1980; Håkansson, 1982; Hallén et 
al, 1991; Metcalf et al, 1992; Brennan and Tumbull, 1999). However, it is curious to notice 
that adaptations have been supplier-based adaptations. Customer-based adaptations in terms 
of production and maintenance planning and processes have been referred as nil. 

The coordination processes in the relationship have worked-out well throughout the years. 
The degree of formality is regarded as very low and the spirit of "gentlemen's agreement" 
prevails. Strong social bonds created between representatives of both companies contributes 
to this, the mutual tmst and good faith of those involved leads (and has done so throughout 
the years) to a good co-operation between the companies. Adaptive behavior has also 
characterized the payment terms established in the relationship. 

Within-case Analysis of the Interaction Processes of BERALT-SANDVIK 

The exchange processes taken place between the companies were limited. The period when 
SANDVIK was acting as Tamrock's agent coincided with the harsh recession that has 
affected BERALT. Therefore the context of the buying organization has been determinant to a 
certain lack of interaction between the companies. None of the parties has particularly 
invested in a regular pattern of contacts, but still contact was kept monthly. Adaptation 
doesn't characterize the evolution of this relationship. Lack of adaptation was even the cause 
for loosing important sales of capital equipment, like the continuos losses of potential sales of 
TORO loaders (to the main competitor ATLAS and its WAGNER loaders). Lack of 
appropriate delivery terms together with a lack of product-design adaptations had a 
detrimental effect on the development of the relationship. Although these measures were 
related to the previous agent, QPB, the reputation effects are inherited by SANDVIK. 
SANDVIK's technical assistance, spare parts information and delivery were not highly 
regarded by the buying company. Adaptation and coordination processes were never well-
developed between the companies. 

5.2.3.2 Cross-case Analysis 

When analyzing the empirical data regarding the interaction processes in all four cases, 
similarities and dissimilarities can be identified. 

Similar in all the cases is that the extent of the exchange processes in the relationships is 
related to investment decisions of the buying companies which are driven essentially by the 
internal need to lower production and maintenance costs. This need is in turn driven -
partially at least - by the fall of metal prices. It seems then that capital equipment suppliers 
should be particularly attentive towards the fluctuations of metal prices, as these can be 
indicators of mining companies' investment decisions. 

By comparing the results from the four cases it is noticeable that the age of the relationship is 
apparently not connected to the total value of business between the relationship partners. 

Information exchange in the two cases (SOMINCOR-ATLAS and SOMINCOR-SANDVIK) can 
be deemed as extremely frequent. Capital equipment suppliers are requested by the buying 
company to continuously follow-up the performance of the equipment. Also, in these two 
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cases, the fleet of equipment of ATLAS and SANDVIK (respectively) at SOMINCOR is 
considerable. Hence, relationship partners are constantly in contact with each other regarding 
all the issues that are required for the smooth mnning of the capital equipment. 

On the other hand, the information exchange of the two cases (BERALT-ATLAS and BERALT-
SANDVIK) is characterized by being less frequent and even scarce in the latter case. This is 
explained by the fact that the maintenance and support of the capital equipment is performed 
in-house (by BERALT's personnel). By not having technical support personnel at the site, the 
daily contact is lost. 

With respect to the adaptation processes in the development of the four relationships a 
number of interesting considerations can be drawn. Concurrent results are attained, i.e., the 
scope of adaptations in the four relationships concerns essentially supplier-based adaptations. 
Customer-based adaptations are few or even non-existing (in the two cases where BERALT is 
involved) and relate solely to adaptations in the maintenance of the equipment which is 
outsourced rather than conducted by SOMINCOR. After-sales agreements appear as 
extremely important to consider when analyzing the adaptive behavior in the two 
relationships (SOMINCOR-ATLAS and SOMINCOR-SANDVIK). After-sales agreements 
which encompass issues such as guarantee of spare price levels and guaranteed operational 
costs seem to have a growing importance (relevant for the past five years). Through these 
types of agreements, supplier companies expect to be able to implement preventative 
maintenance which is expected to bring about many benefits for the mining companies. 
Stockholding and technical assistance through site-based personnel are no longer sufficient 
and outsourcing maintenance appears to be a growing tendency of the mining companies. 

With respect to product-design adaptations, data gathered is somewhat contradictory. ATLAS 
has as a standing point to standardized as much as possible (as they feel that the product offer 
covers most customers' needs) while SANDVIK argued for "taylor-made" products. In the 
two cases, SOMINCOR-ATLAS and SOMINCOR-SANDVIK, this was indeed the case. 
However, regarding both relationships where BERALT was the counterpart the data gathered 
contradicts the previous statements. ATLAS was customizing to the extent of developing truly 
"tailor-made" products. Also, when comparing the scope of adaptations conducted by ATLAS 
and SANDVTK concerning the corresponding relationships with SOMINCOR it seems that 
they are independent on the age of the relationship (19 years respectively 5 years). Results 
from Brennan and Tumbull (1999) also reveal that the age of the relationship is a poor 
predictor of current adaptation activity. 

Finally, regarding the coordination processes, there is a clear disparity between the results 
from the ATLAS' cases and SANDVIK's cases. ATLAS has managed to co-operate and 
coordinate the work with the counterparts in a way which was praised by both. SANDVTK 
has never managed to develop and implement suitable coordination mechanisms with the 
mining companies. With SOMINCOR the lack of coordination lead to many conflicts in the 
relationship. With BERALT, there was a lack of interest which is easily understandable due to 
the fact that BERALT was not a potentially profitable partner during the period in focus. 
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5.2.4 Analysis of the Outcome Variables 

The last set of variables under analysis are those termed the outcome variables. In accordance 
to the theoretical premises of this study, four constmcts have been included in the developed 
model: satisfaction, trust, commitment, and effectiveness. These constmcts are proposed to be 
affected by all the other sets of variables included in the model for analysis - i.e., all the other 
three embedded units of analysis (the contextual variables, the task variables; the interaction 
processes). 

When summarizing the main facts regarding these constmcts, the perspectives of the buyer 
and the seller in the particular relationship under analysis are isolated. In this way, it is easier 
to identify the issues that lead to the corresponding perceptions of the constmcts. The first two 
constmcts, satisfaction and tmst, go somewhat hand-in-hand, however, a differentiation is 
attempted. Table 5.6 (presented in the next two pages) summarizes data concerning the 
outcome variables. 
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Table 5.6 Summary of Facts Regarding the Outcome Factors 
= OUTCOME FACTORS = 

CASE ONE: 
SOMINCOR & ATLAS 

CASE TWO: 
SOMINCOR & SANDVIK 

CASE THREE: 
BERALT & ATLAS 

CASE FOUR: 
BERALT & SANDVIK 

Satisfaction Buyer's perspective: 
Yes. Reliable supplier; good technical 
follow-up; competent personnel; attentive to 
customer's needs. 

Seller's perspective: 
Yes. Honors and abides to agreements, terms 
of contracts and informal understandings. 

Buyer's perspective: 
No. Lack of competent technical 
assistance; lack of appropriate after-sales 
support; no prompt delivery of spare 
parts; failed in the implementation of the 
"Service Support Agreement". 

Seller's perspective: 
No. Lost of "investment". Problems with 
parent company lead to non-compliance 
with existing agreements; co-operation 
problems with buyer's production 
personnel (non-applicability of 
preventative maintenance). 

Buyer's perspective: 
Yes. Efficient and effective 
supplier; positioning in Portugal as 
a leading Group to stay; excellent 
know-how; very good technical 
assistance; flexible business 
partner. 

Seller's perspective: 
Yes. Buyer contributed to position 
ATLAS as a major seller of capital 
equipment (e.g., loading 
equipment). 

Buyer's perspective: 
Neutral. Competent supplier of 
"rock tools", however, capital 
equipment is not the area of 
expertise; effective 
communication. 

Seller's perspective: 
Neutral. Business conducted was 
limited. 

Trust Buyer's perspective: 
Yes. Good functional reliability of the 
equipment and related technical assistance. 
Several actions that benefit customer: bidding 
compliance; readiness to help and provide 
support in unforeseen situations; high quality 
products; good technical knowledge; 
willingness to exchange information. 

Seller's perspective: 
Yes. Stable mining company and interest in 
the "Sole Supplier Agreement". 

Buyer's perspective: 
Lost due to the non-abidance to 
agreements (e.g., spare parts delivery) 
which led to mistrust in supplier's 
reliability. Lack of information sharing. 

Seller's perspective: 
Yes. Stable mining company but conflicts 
arose during the last year of the 
relationship. 

Buyer's perspective: 
Yes. Good functional reliability of 
the equipment 

Seller's perspective: 
Yes. Mining company is a 
reference mark in the Portuguese 
mining industry; honors 
agreements; strong social bonds 
with business partner. 

Buyer's perspective: 
Not developed. Technical trust in 
terms of equipment's functional 
reliability. Social trust: integrity 
and reliability of supplier. 

Seller's perspective: 
Not developed. Financial 
instability of the buyer hindered 
the development of trust. 

[Continues in the next page] 
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Table 5.6 Summary of Facts Regarding the Outcome Factors [Continued] 
= OUTCOME FACTORS = 

CASE ONE: 
SOMINCOR & ATLAS 

CASE TWO: 
SOMINCOR & SANDVIK 

CASE THREE: 
BERALT & ATLAS 

CASE FOUR: 
BERALT & SANDVIK 

Commitment Buyer's perspective: Buyer's perspective: Buyer's perspective: Buyer's perspective: Commitment 
Yes. Stahility, own-sales subsidiary. Cares 
and nurtures the relationship (e.g., scope of 
the after-sales agreements). 

Seller's perspective: 

Not maintained. Lack of continuity 
translated by a succession of different 
<gents for Tamrock's equipment. 
Instability. 

Seller's perspective: 

Yes. Stability, own-sales 
subsidiary. 

Seller's perspective: 

Not really. Solely an "agent" of 
Tamrock's equipment. 

Seller's perspective: 

Commitment 

Yes. Continuity is essential. Long-term 
perspective required in the mining industry. 
Importance of word-of-mouth. 

Not maintained. Divestment of Tamrock's 
business area leads to termination of the 
relationship. 

Yes. Solid continued policy; 
provider of first-class capital 
equipment attached with customer-
designed after sales services and 
support; attentive to buyer's needs 
and situation. 

Not really. Mismatch of business 
partners' objectives and strategies. 

Contractual 
mechanisms/ 
disengagement 

Existing legal bonds arc short-term, yet, 
high termina! i . costs of the relationship 
(perceived by both parties). 

Legal bonds are short-term. High 
termination costs for the seller, led to a 
considerable financial backslash. 

Temporary agreements. High 
termination costs for buyer. No 
viable alternatives. 

Legal bonds existed solely on a 
one-by-onc bases. Temporary 
links. Termination costs non
significant. 

Effectiveness Buyer's perspective: 
Good performance in relation to the 
competitors. 

Seller's perspective: 
Managed to achieved commonly set goals. 
Good value of business. 

Buyer's perspective: 
Not good. Failed to achieve the objectives 
of the "Sole Supplier Agreement" 

Seller's perspective: 
Good performance in terms of the total 
value of business. 

Buyer's perspective: 
Extremely good. Very effective 
supplier (particularly in relation to 
other competitors performance). 

Seller's perspective: 
Stagnation due to financial 
situation of buyer. 

Buyer and seller's perspectives: 
Cannot be measured as common 
objectives were never set. 
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5.2.4.1 Within-case Analysis 

Relationships evolve, develop, stagnate, terminate, are close or distant depending on a wide 
array of intervening variables. In this section, the outcomes of the four cases under study are 
analyzed against the theoretical framework formerly presented. 

Within-case Analysis of the Outcome Factors of SOMINCOR-ATLAS 

Satisfaction and trust are found to be two closely related constmcts, at least when considering 
the buyer's perspective. When weighing all the aspects of the working relationship with 
ATLAS, SOMINCOR's mentions supplier reliability, technical assistance, competency and 
attentiveness to customer's needs as key issues leading to the positive state of satisfaction 
with the relationship development. When considering tmst, good functional reliability of the 
supplier's equipment and related technical assistance are emphasized. Tmst expressed in 
terms of confidence in the exchange partner's reliability and integrity is found in several 
studies (e.g., Anderson and Nams, 1990; Morgan and Hunt, 1994; Boles et al, 1997). Indeed, 
the results of this study are in line with previous studies. However, it is interesting to remark 
the highly technical component enclosed in the assessment of relationship tmst by the buyer. 
The more social aspects of tmst, such as the willingness to exchange information are only 
secondarily referred. 

Considering the seller's perspective, ATLAS' views satisfaction very much in terms of the 
buyer's integrity to abide by agreements (formal and informal). Further, tmst is connected to 
the issue of stability and shared goals and that is basically in agreement to what is proposed 
by several authors (e.g., Morgan and Hunt, 1994; Boles et al, 1997; Doney and Cannon, 
1997). Doney and Cannon (1997) particularly emphasize on credibility - i.e., the expectancy 
that the partner's word or written statement can be relied upon - and this study's results fi t 
well with this theoretical premise. 

It should be noted that results from this case do not follow Wilson and Mummalaneni's 
(1986) proposition that satisfaction results from the assessment of the relationship regarding 
the rewards and costs (Satisfaction = Rewards - Costs). 

With regard to commitment it is shown that this constmct is perceived in terms of stability and 
continuity. The buying company particularly emphasizes the fact that ATLAS' is the Group's 
own subsidiary in the country. This is, according to the respondents, a good indicator of 
stability and hence commitment to the relationship. ATLAS also stresses the importance of 
continuity and a long-term perspective when dealing with mining industry customers. These 
results are in solid agreement to definitions of commitment found in the literature where the 
issues of future orientation, stability, continuity are emphasized (e.g., Wilson and 
Mummalaneni, 1986; Anderson and Weitz, 1989; Morgan and Hunt, 1994; Nielson, 1997). 

Although commitment is expressed by both companies, the contractual mechanisms 
established do not reflect this commitment. Solely short-term contractual bonds are mentioned 
although the termination costs of the relationship are assessed as high. These results differ 
from Wilson and Mummalaneni's (1986) where is it suggested that bonding may be a 
measure of the strength of the relationship and tends to increase in those relationships that are 
considered satisfactory (as in this case). As in Morgan and Hunt (1994), termination costs are 
assessed through the perceived lack of comparable potential alternative partners and switching 
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costs. Dissolution expenses are not emphasized (as in Morgan and Hunt, 1994), while 
reputation damage is particularly stressed by the selling company. 

Relationship effectiveness is assessed as high by both partners. As in Smith and Barclay 
(1997) perceived performance and attainment of commonly set goals serve as bases for this 
assessment. 

Within-case Analysis of the Outcome Factors of SOMINCOR-SANDVIK 

Both companies express a certain dissatisfaction with the relationship. This negative affective 
state arises from the lost of credibility and integrity of the supplier that results essentially from 
the non-abidance to contractual agreements (e.g., failure in spare parts delivery, lack of proper 
technical assistance). The seller attributes the origin of many of these problems to a third 
party, the parent company in Finland. Further, co-operation problems with the buyer's site 
personnel are indicated. For both companies, the expectations with the relationship (e.g., the 
successful implementation of the "Service Support Agreement") haven't been met, and hence 
dissatisfaction surges. These results are in agreement to what has been proposed by for 
example Evans and Laskin (1994) that have defined customer satisfaction in terms of how 
expectations have been met. To a certain extent, it can be said that satisfaction is also assessed 
by the seller (SANDVIK) in terms of rewards and costs (like it was proposed by Wilson and 
Mummalaneni, 1986 - Satisfaction = Rewards - Costs) as it is affirmed that investments have 
been lost. 

Considering trust, the constmct is perceived by the buyer (SOMINCOR) very similarly to 
satisfaction. Tmst is "lost" due to the mentioned loss of credibility. In a business setting, 
Burchell and Wilkinson (1997) affirmed that tmst can be translated in the belief that the 
supplier can be relied upon to deliver on time the right quantity, and quality of the product or 
service. The results from this case are in agreement with these authors; mistrast in the supplier 
arises exactly from the non-compliance to these issues. From the seller's perspective, the issue 
of stability is connected to the construct of trust. 

In short, and taking into consideration the aforementioned, results regarding satisfaction and 
trust are essentially in line with what has been proposed in previous studies (e.g., Morgan and 
Hunt, 1994; Boles etal., 1997; Doney and Cannon, 1997). 

Concerning commitment, it is referred that commitment to the relationship ceased to exist, i.e., 
was not maintained. Hence, the exchange partners ceased to believe that the ongoing 
relationship was so important as to warrant maximum effort at maintaining it. Morgan and 
Hunt (1994) have posited that tmst is major determinant of relationship commitment. Results 
from this case seem to agree with this proposition. As trust is lost, commitment is no longer 
maintained. 

The contractual mechanisms established between the parties also reflect a certain lack of 
commitment. Even in such an important and wide scope agreement such as the "Sole Supplier 
Agreement", the legal bonds created were short-term. As the relationship was not considered 
to be satisfactory, these results are in agreement to what for instance is proposed in Wilson 
and Mummalaneni (1986). Termination costs were considerable for the selling company. As 
referred in Morgan and Hunt (1994), the lack of comparable potential alternative partners 
leads to high termination costs. 
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Relationship effectiveness is regarded by the buyer as insufficient. This assessment is made on 
the basis of the non-achievement of the goals and objectives of the "Sole Supplier 
Agreement". These results are in line with Smith and Barclay's (1997) definition of 
relationship effectiveness. On the other hand, the seller (SANDVIK) views effectiveness in 
terms of its own sales performance, and thus considers it as good. Perceived task performance 
based on sales performance and customer satisfaction are also referred by Smith and Barclay 
(1997), however, the latter is disregarded by SANDVIK in this assessment of relationship 
effectiveness. 

Within-case Analysis of the Outcome Factors of BERALT-ATLAS 

Satisfaction and trust are closely inter-related constmcts according to the results of this case. 
The buyer, BERALT, emphasizes on the technical aspects: the development of tmst is related 
to the good functional reliability of the equipment while satisfaction is expressed very much 
in terms of the technical assistance provided. Tmst expressed in terms of confidence in the 
exchange partner's reliability and integrity is found in several studies (e.g., Anderson and 
Nams, 1990; Morgan and Hunt, 1994; Boles et al, 1997). However, it should be remarked 
that the assessments of satisfaction and tmst rely essentially on the technical components. The 
more social aspects, such as the flexibility of the business partner, are referred more 
secondarily. 

From the seller's perspective (ATLAS), the buyer's reputation and past experience are 
referred to be the basis for the assessment of satisfaction. Tmst is closely related to the 
buyer's integrity to abide by agreements (formal and informal). The social bonds created are 
also contributive for the feeling of tmst with the exchange partner. 

Regarding commitment, stability and continuity are the basis for the assessment of 
commitment to the relationship. These issues are also referred in previous studies (e.g., 
Wilson and Mummalaneni, 1986; Anderson and Weitz, 1989; Morgan and Hunt, 1994). For 
the buyer stability the fact that ATLAS is the Group's own sales subsidiary in Portugal is 
regarded as a guarantee for stability and commitment to the relationship. ATLAS' emphasizes 
the need to have a solid stable policy that is appropriate to the development of the particular 
relationship. 

Paradoxically, the agreements established between the companies are temporary and have a 
short-term perspective. The operational linkages established are minor. In contrast to what is 
proposed by Wilson and Mummalaneni (1986), bonding doesn't appear to be a measure of the 
strength of this relationship that is considered as satisfactory and where long-term 
commitment exists (the age of the relationship is more than 40 years). Termination costs are 
assessed as extremely high by the selling company based on the perceived lack of comparable 
potential alternative partners and switching costs (as in Morgan and Hunt, 1994). For the 
buyer, dissolution expenses are considered as irrelevant and termination costs are assessed in 
terms of the damage for the reputation of the company. 

The assessment of relationship effectiveness varies somewhat depending on the partner. The 
buying company considers the relationship to be extremely effective (in terms of the 
supplier's performance), while the selling company indicates that a certain stagnation has 
characterized the relationship (due to the buyer's financial situation). Hence, the latter 
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assessment is based very much in their own sales performance (or value of business). Smith 
and Barclay (1997) also refer to sales performance as a basis for this assessment. 

Within-case Analysis of the Outcome Factors of BERALT- SANDVIK 

When weighing all the aspects of the relationship, both companies express their neutrality in 
the assessment of satisfaction. As the business conducted was limited and no common goals 
were set, no expectations were created and hence satisfaction is not really assessed. Ganesan 
(1994) refers that satisfaction is an antecedent to tmst. Results from this case are apparently in 
agreement to this. As satisfaction is neutral, tmst is not developed. However, "technical" tmst 
defined in terms of the equipment's functional reliability is existent. Moreover, a certain 
social tmst in the integrity and reliability of the supplier is expressed by the buying company 
(BERALT) as no conflicts arose during the period of the relationship. Hence, the basis for the 
assessment of these constmcts are basically those that have been proposed in studies such as 
Anderson and Nams (1990), Morgan and Hunt (1994), and Boles et al. (1997). The seller 
(SANDVTK) relates tmst to the issue of stability, or rather financial instability, of the buying 
company. This can be indirectly related to what Doney and Cannon (1997) refer as credibility, 
i.e., the expectancy that the partner's word or written statement can be relied upon - or the 
expectancy (or not) that BERALT would (or not) comply to the payment terms of possible 
contractual agreements. 

None of the companies is committed to the relationship. It is interesting to notice that the 
buying company perceives the seller as non-committed by referring that the selling company 
is solely "an agent". Contractual arrangements have always been determined on a one-to-one 
basis. Relationship effectiveness is not assessed due to the fact that common goals were never 
set. 

5.2.4.2 Cross-case Analysis 

It is very noticeable that the constmcts of satisfaction and trust are hard to differentiate by the 
respondents. It seems that the assessments of the overall affective state towards the 
relationship (i.e., satisfaction as it was conceptualized in the study) and the overall 
assessments of the goodwill of the counterpart - belief that it will perform actions that result 
in positive outcomes for the firm - (i.e., tmst as it was conceptualized) are perceived quite 
similarly. In fact, this high degree of inter-relation is present also in several theoretical 
studies. The constmcts are highly intertwined and it seems that satisfaction acts as an 
antecedent to tmst (as proposed by for instance Ganesan, 1994). This is noticeable when 
analyzing the results from SOMINCOR-ATLAS and BERALT-ATLAS (where both satisfaction 
and tmst are expressed) in comparison to SOMINCOR-SANDVIK's and BERALT-SANDVIK's 
cases (where dissatisfaction and loss of tmst respectively neutrality and non-development of 
tmst are referred). 

There are a number of interesting similarities that can be identified in the four cases. The 
criteria for the assessment of these constmcts differs whether it is the buyers' (SOMTNCOR 
and BERALT) or the sellers' (ATLAS and SANDVIK) perspectives under consideration. 
From the buyers' perspectives, satisfaction and tmst, are assessed essentially through 
technical components, with the functional reliability of the equipment highly emphasized as a 
relevant criterion (in all cases except for SOMINCOR-SANDVIK where dissatisfaction and 
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loss of trust were expressed). Further, technical assistance and abidance to contractual 
agreements are referred. Only secondarily the social aspects are mentioned as leading to the 
building of satisfaction and trust. From the sellers' perspectives credibility and stability of the 
buying companies are emphasized and these results are common among all cases. 

With regard to commitment, a similarity in the results of the four cases can also be identified. 
Commitment is assessed through stability and continuity. By the buying companies 
(SOMTNCOR and BERALT) stability is particularly connected to the choice of channel 
strategy of the selling company (own sales subsidiary versus agent). The first choice is 
connected to the perception of stability (and hence commitment), while the latter is related to 
instability. The contractual mechanisms established between the parties in all of the studied 
relationships are temporary and do not ensure its durability. Paradoxically, this seems to be 
independent of relationship satisfaction, trast or commitment. Termination costs are assessed 
as high. Perceived lack of comparable potential alternative partners and reputation damage are 
the basis for this assessment, respectively for the buying companies and selling companies. 

Relationship effectiveness is also assessed similarly in all the cases. Perceived performance 
and attainment of commonly set goals serve as a basis for this assessment according to the 
buying companies. The selling companies emphasize on their own sales performance as the 
basis for the assessment of the relationships' effectiveness. 

5.2.5 Synthesis of the Analysis at the Embedded Unit of Analysis Level 

The empirical evidence reported in the cases was analyzed at the embedded-units of analysis 
level. A within-case analysis was conducted followed by a cross-case analysis. This analysis 
has led to many interesting considerations and the identification of relationships between 
variables initially proposed in the theoretical model of analysis. Moreover, inductively, other 
variables have been identified as important to include when studying the evolution of the 
long-term relationships established between buyers and sellers of capital equipment in the 
Portuguese metal mining industry. 

As this analysis has been extensive, a brief synthesis of relationships and main considerations 
that could be identified at each of the embedded-units of analysis is presented. The way these 
relationships between variables relate to the development of the long-term relationships (i.e., 
the study's unit of analysis) will be further developed in the next section. 

The context within which the relationships evolve is found to indeed influence the parties' 
interaction and relationship outcomes. The following table synthesizes important relationships 
found: 
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Table 5.7 Synthesis of Important Considerations Regarding the Contextual Variables 
CONTEXTUAL VARIABLES AFFECT EFFECT 
BUYER'S CONTEXT: 
• Mine-cycle stage 
• Legitimacy (Reputation) 

EXCHANGE PROCESSES Increase or decrease in the number of 
exchange "episodes". 

BUYER'S CONTEXT: 
• Demand dynamics 

EXCHANGE PROCESSES Undetermined. Contradicting results 
regarding the effect on the number of 
exchange "episodes". 

SELLER'S CONTEXT: 
• Brand-name (Reputation) 

EXCHANGE PROCESSES Exchange "episodes"; particularly the 
initiation of the relationship. 

SELLER'S CONTEXT: 
• Channel Strategy 

OUTCOMES Perceptions of the commitment to a 
market. 

SELLER'S CONTEXT: 
• Personality traits of sales 

engineer 

TASK; INTERACTION & 
OUTCOMES 

Undetermined. 

COMMON CONTEXT: 
• Fit or match of partners' 

objectives and strategies 

INTERACTION 
PROCESSES 

In all the three sub-processes. 
Increase in the degree of exchange, 
adaptation, and coordination. 

COMMON CONTEXT: 
• Market Structure 

(concentrated, stable, 
homogeneous) 

TASK; INTERACTION & 
OUTCOMES 

e.g., Age of relationship 
(development and maintenance of 
long-term relationships). 

COMMON CONTEXT: 
• Resource dependency 

TASK; INTERACTION & 
OUTCOMES 

Overall positive to the development 
of long-term relationships (e.g., age 
of the relationship). 

The task characteristics, i.e., the variables that characterize the objects of interaction that are 
exchanged between the parties in the relationships, are also found to affect the development of 
the long-term relationships under study. Particularly, the interaction processes are affected. 
The following table synthesizes important relationships found: 

Table 5.8 Synthesis of Important Considerations Regarding the Task Characteristics 
TASK FACTORS AFFECT EFFECT 
GENERIC TASK 
CHARACTERISTICS: 
• Monetary value 

Not particularly influential 

GENERIC TASK 
CHARACTERISTICS: 
• Importance 

EXCHANGE 
PROCESSES 

High degree of information and social 
exchange and cooperative strategies in 
the buying and selling processes. 

GENERIC TASK 
CHARACTERISTICS: 
• Complexity 

ADAPTATION 
PROCESSES 

Increase in inter-firm adaptations, 
particularly supplier-based adaptations. 

GENERIC TASK 
CHARACTERISTICS: 
• Low Substitutability 

INTERACTION 
PROCESSES 

Driving force for the development of 
long-term relationships. 

GENERIC TASK 
CHARACTERISTICS: 
• Functional suitability 

INTERACTION 
PROCESSES & 

OUTCOMES 

Increase in number of exchange 
"episodes" and customer-based 
satisfaction and trust. 

GENERIC TASK 
CHARACTERISTICS: 
• Degree of customization 

INTERACTION 
PROCESSES 

Increase in number of exchange 
episodes and adaptive behavior. 

STANDARD BUYING AND 
SELLING PROCESSES 

Not affected by the context 
of a particular relationship 
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The analysis of the interaction processes has also led to identification of many aspects that are 
particular to the evolution of the long-term relationships in this smdy's setting. Some of these 
considerations are entailed in previously identified relationships found (enclosed in Tables 5.7 
and 5.8); others are new. In common is the fact that they arise from the analysis at this 
embedded unit of analysis level. In synthesis, some important analytical considerations are: 

• A continuity and/or increase in the stream of exchange "episodes" is dependent on the 
investment decisions of the mining companies. These investment decisions are in turn 
depending on the mine development (cycle) stage, the preemptive desire to lower 
production and/or maintenance costs, and/or the adoption of new mining methods 
(exploration methods). 

• Technological innovation introduced by supplier companies' may lead to an increase in 
the number of the exchange "episodes" in a particular relationship. 

• The patterns of communication among the parties seem to be, to a certain degree, 
independent of the on-going exchanges of capital equipment. In tum, these 
communication patterns seem to be determined by the degree of technical assistance 
provided / required by the selling respectively buying company. 

• The adaptation processes occurring in the investigated relationships are essentially 
supplier-based adaptations. The scope of these adaptations include: product-design 
adaptations, technical assistance; stockholding; after-sales agreements (which has a 
growing importance as a strategic tool since it allows the implementation of preventative 
maintenance). 

• Customer-based adaptations are minor. Solely, maintenance-based adaptations could be 
identified in the scope of the after-sales agreements established between the parties. 

• Product importance and complexity were found to lead to an increase in the scope of the 
supplier-based adaptations. 

• The levels of stockholding leads invariably to conflicts between the parties involved in the 
relationship. 

• The lack of suitable coordination processes leads to lack of co-operation between the 
parties and jeopardizes the outcomes of the relationships. 

• The buying companies mining environment influences the degree of importance and 
complexity required in the capital equipment what in tum influences the degree of 
supplier-based adaptations required. 

• The geological environment of the buying company affects the degree of customization 
required and hence the degree of inter-firm adaptation occurring (supplier-based 
adaptations, particularly product-design adaptations). 

• The age of the relationship doesn't apparently have any influence in the adaptation 
activity and value of business. 

• The ways that the buying companies' downward trend in metal prices affects the 
investments in capital equipment is contradictory (while BERALT's investments were 
found to be affected negatively by the downward trend, the same was not occurring at 
SOMINCOR, where even the opposite was found to be true). 

Similarly, the analysis of the outcome variables has also led to identification of many 
interesting aspects. These constructs are influenced by all the other sets of variables 
considered. Perceptions of these constmcts were found to vary whether they were assessed by 
the buying or the selling party in the relationship. In synthesis, important considerations 
include: 
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• Customer-based satisfaction derives from perceived supplier reliability, good technical 
assistance, and a high degree of information exchange. (Related to the adaptation-
dimension) 

• Customer-based tmst is highly related to the functional reliability of the capital equipment 
supplied. (Related to task characteristics of the equipment) 

• Supplier-based satisfaction is related to the buyer's integrity and credibility (to abide to 
formal and informal agreements). (Related to coordination processes) 

• Supplier-based tmst is related to the stability and shared goals with the buying company. 
(Related to the buyer's context) 

• Satisfaction appears to be an antecedent to tmst which in tum is an important determinant 
of commitment. 

• The selling company's commitment is essentially assessed by the choice of channel 
strategy in the market. (Related to the seller's context) 

• The buying company's commitment is assessed by the perceived continuity and financial 
stability. (Related to the buyer's context) 

• Effectiveness is perceived in terms of the overall relationship performance. The customer 
considers the overall performance together with the achievement (or not) of commonly set 
goals, while the supplier considers essentially its own sales performance. 

• Although termination costs are invariably perceived as high, the contractual mechanisms 
established between the parties do not ensure its durability. 

The above synthesis is by no means complete, however, the purpose has been to repeat and 
highlight some of the important issues that can be drawn from the aforementioned analysis 
and that wil l certainly serve as an input and will be further developed in the next section, i.e., 
the interpretative analysis at the unit of analysis level. 

5.3 Interpretative Analysis at the Unit of Analysis Level 

In this section, the analysis at the study's unit of analysis level, i.e., the "cases" or the 
development of the long-term relationships is conducted. As a result of this analysis, the 
research questions of the study are formally answered and ultimately a modified model of 
analysis is proposed. 

5.3.1 The Development of Long-term Relationships 

The research problem of this study has been stated as: 

"How can the development of long-term relationships between buyers and sellers of capital 
equipment in the Portuguese metal mining industry be described?" 

Four relationships were carefully investigated, and the subsequently conducted within- and 
cross-case analysis has led to many valuable insights in the attempt to answer this question. 
Results from this analysis (at the embedded units of analysis level) serve as the input and 
attempts at explanation-building at the unit of analysis level. Hence, turning now to the 
development of the long-term relationships "per se" and following the analytical premises of 
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the replication logic (selecting cases that might produce contrasting results), it is now 
interesting to analyze: "Why have the relationships established evolved differently and 
produced contrasting outcomes?" 

Two relationships were deemed as successful - with the parties expressing their satisfaction, 
tmst, commitment, and effectiveness regarding the developed relationships, i.e., SOMINCOR-
ATLAS and BERALT-ATLAS. In turn, the other two relationships, SOMINCOR-SANDVIK and 
BERALT-SANDVIK were respectively terminated or evolved to an inert ("stand-by") state. 

The market structure that characterizes the context in which all four relationships evolve is 
similar, i.e., a market that is highly concentrated, stable and homogeneous and where an high 
resource dependency is present. Indeed, this "quasi" domesticated market raises the 
probability of the development of long-term relationships. So, these contextual variables do 
not seem to be the origin of the different outcomes. 

What can be directly identified as distinctive between the successful versus non-successful 
relationships is the fact that ATLAS has somehow managed to develop satisfactory 
relationships (for both parties) while SANDVIK has not. 

Both ATLAS and SANDVIK are supplier companies members of powerful mining Groups. In 
fact, both these Groups are global, leading producers and suppliers of machinery, equipment 
and tools for mining and constmction industries. Hence, the strong brand name and reputation 
are driving forces for the establishment of relationships with the Portuguese metal mining 
industry customers. Yet, the objectives and strategies of these companies in the local market 
have been completely different. ATLAS is the own sales subsidiary of the Group in the 
country while SANDVIK has been solely an "agent". The word "agent" has a negative 
connotation (as expressed by several of this study's respondents) as it is associated to a lack 
of continuity and stability - or commitment - to a market. The choice of channel strategy by 
the parent company (seller's context) can thus be identified as a very important factor that 
influences all the other aspects in the development of the relationships. 

The customer mining companies had particular "preferences" for certain types of capital 
equipment. The "preferences" were also the same: ATLAS' drill rigs and SANDVIK's (rather 
Tamrock's) rock bolting rigs and TORO loaders. These preferences were based on the 
assessment of two task-related factors that were inductively identified: the functional 
suitability and the degree of customization required. Former performance of the equipment in 
the mining environment, word-of-mouth, and technical features were indicative of these 
factors. However, and although these preferences are held and influence the selection of a 
certain type of capital equipment, they are not determinant of the exchange "episodes" that 
have occurred between the companies. ATLAS doesn't hold the monopoly of drill rigs and 
SANDVIK (or more appropriately Tamrock) doesn't hold the monopoly of rock bolting rigs 
nor of loaders. Yet, these preferences were expressed and were identified as providing a 
certain "before-hand" advantage to a certain supplier of capital equipment. 

Hence, and if this is the case, why is it then that SANDVIK has not managed to build on these 
"preferences" in a way that they would lead to the evolution of relationships that could be 
perceived positively by the customers? For instance, the TORO loaders seem to have a clear 
supremacy (in the eyes of the beholder) in relation to the Wagner loaders. The answer to this 
question is found on the interaction processes that have occurred between SOMINCOR and 
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SANDVIK and BERALT and SANDVIK rather than on specifically task-related 
characteristics of the equipment. 

The interaction processes described through the sub-processes of exchange, adaptation, and 
coordination provide valuable insights into the development of the relationships over time and 
are shown to be determinant of their outcomes. In what way have they differed in the studied 
relationships, and most particularly between those relationships deemed successful in contrast 
to those deemed as non-successful? 

Both sellers have been very much engaged in exchange and adaptation processes (except in 
the BERALT-SANDVIK case). The high importance, complexity, low substitutability, required 
degree of functional suitability, high degree of customization - in short, the generic task 
factors - all lead to an increase in information exchange, inter-firm adaptations (particularly 
supplier-based adaptations). These task factors can also be identified as driving forces to the 
development of the long-term relationships. However, the supplier-based adaptations 
developed by ATLAS have essentially met the buyers' expectations while SANDVIK's 
supplier-based adaptations failed its implementation. Product-design adaptations do not seem 
to be in the origin of the problems nor of the conflicts existing between the companies 
(SOMINCOR and SANDVIK), but indubitable complaints were made with regard to the 
technical assistance provided, stockholding levels, and the failure of the implementation of 
the after-sales agreement. An extremely well-conceived after-sales agreement with a long-
term orientation, and pioneer of important issues such as preventative maintenance and 
guarantees on the equipment's operational costs that were extremely praised by the buying 
company, failed! ... and the causes for this failure can very much be found in the lack of 
development of the appropriate coordination processes in the relationship. 

Indeed, a clear distinction between the cases concerns the way the coordination processes 
were established and developed in the relationships. ATLAS managed to establish effective 
delivery policies, suitable payment terms, and a well-conducted follow-up of the performance 
of the capital equipment. SANDVTK failed to do so. This is essentially attributed to a third-
party, the parent company Tamrock in Finland. Apparently, the Portuguese metal mining 
industry was not a sufficiently attractive market and the priorities to serve this market were 
low. In fact this explanation seems sensible in light of the decision that was taken afterwards 
to divest the Tamrock business area. 

Thus, lack of suitable adaptation and coordination processes cause severe damages in the 
development of relationships. Customer-based assessments of the outcomes of the 
relationships were indeed based on variables that are related to these processes. For instance, 
lack of competent technical assistance, lack of appropriate after-sales support, no prompt 
delivery of spare parts, failure in the implementation of after-sales agreements were leading to 
the state of "dissatisfaction" with the development of the relationship. Customer-based 
assessments of tmst were primarily related to the functional reliability of the capital 
equipment, i.e., a technical-dimension related to the task characteristics of the object of 
exchange. Views regarding this were expressed in both the relationships that were deemed as 
successful (SOMINCOR-ATLAS and BERALT-ATLAS). Hence, in these two cases, the overall 
assessment of the goodwill of the counterpart to act in ways that result in positive outcomes to 
the companies, is based essentially on the functional reliability of the capital equipment. In 
the other two relationships, assessments of tmst go beyond the functional reliability of the 
equipment and again properly developed adaptation and coordination processes are 
paramount for the development of tmst. In these cases, although a "technical" tmst in the 
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functional reliability of Tamrock's capital equipment existed, tmst was lost due to the lack of 
appropriately developed adaptation and coordination processes. Thus, in these cases, tmst is 
assessed not only in relation to the capital equipment supplied but also in relation to the 
interaction processes taking place in the relationships. In other words, tmst is developed 
through time if (and only i f ) the capital equipment is functionally reliable - i.e., pure 
"technical" tmst - and proper adaptation and coordination processes are developed between 
the parties. 

At this point and in an attempt to tie-up many of the analytical considerations drawn, it seems 
appropriate to once again return to the main question of this study: "How can the 
development of long-term relationships established between buyers and sellers of capital 
equipment in the Portuguese metal mining industry be described?" and formally answer 
the two subsequently posed research questions: 

• How can the interaction processes that occur between buyers and sellers of capital 
equipment in the metal mining industry be described? 

• What are the factors that most aid or hinder the development of the relationships 
established between buyers and sellers of capital equipment in the metal mining 
industry? 

Entailed in this study's research setting, and attending to the set of variables that characterize 
the capital equipment exchanged between the buyers and sellers in the Portuguese metal 
mining industry, the development of these long-term relationships can indeed be described 
through the interaction processes occurring between the parties. These interaction processes 
are always affecting the outcome of the relationship that simultaneously serve as an input for 
further interaction. The relationships develop as an evolutionary development - i.e., entailing 
a dynamic of changes over time - where no definite stages can be specified. In fact, no 
deterministic stages of development could be identified in the studied development of 
relationships. 

The interaction processes can be described through the three sub-processes of exchange, 
adaptation, and coordination. The exchange processes can be described through the stream of 
episodes occurring within the time-frame of the relationship. The information exchange 
mapped through the frequency of contacts established between the companies seems to be 
independent of on-going exchanges of capital equipment. In tum, the frequency of the 
communication seems to be more connected to activities included in the adaptation and 
coordination processes. No particular relation was found between the age of the relationship 
and total value of business. 

The adaptation processes are paramount in the development of these relationships. These can 
be categorized in customer-based and supplier-based adaptations. The importance of supplier-
based adaptations by far outruns the importance of the customer-based adaptations. Supplier-
based adaptations can be described along the variables: product-design adaptations, technical 
assistance, levels of stockholding, after-sales agreements (in which the scope is determined to 
a certain extent by a number of identified tendencies - such as the outsourcing of maintenance 
by the customer companies, implementation of preventative maintenance, guarantees on the 
operational costs of the capital equipment). Customer-based adaptations can be described 
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along the variables: maintenance planning adaptations, and production process and planning 
adaptations. 

The coordination of the work between the companies is deemed to be extremely important for 
the positive development of the relationships. The coordination processes can be described 
along the variables: delivery policies, payment terms, need for formality, and performance 
follow-up. These variables are closely inter-related to those variables which characterize the 
adaptation processes. 

Turning now to the second research question, the factors that most aid or hinder the 
development of these relationships, results from this smdy lead to a number of very 
interesting findings. 

First of all, a fit or match between the parties' objectives and strategies is paramount to 
relationship development. Such a fit greatly determines the extent to which the companies are 
willing to conduct adaptations (for example product-design adaptations) that are required for 
exchanges to happen. A well-regarded reputation or legitimacy of the parties is also a driving 
force to the development of the relationships. A concentrated, stable, and homogeneous 
market is also shown to increase the probability of relationship establishment and 
maintenance. This market stmcture encloses a resource dependency for both parties which in 
tum is overall positive to the development of long-term relationships. 

Investment in capital equipment by the mining companies is related to the mine-cycle stages 
of the mine (e.g., more intensive during the mine development stage) or to the preemptive 
need to lower production and/or maintenance costs. Hence, within the buyer's context a 
certain probability for investments in capital equipment can be predicted based on the mine-
cycle stage and the objectives and strategies of the mining organizations. Heavy investments 
periods also aid the development of the relationships. Within the seller's context the choice of 
a direct channel strategy is certainly an aid to the development of the relationships, while 
indirect channels are certainly identified as a hindrance - due to the fact that this choice is 
connected to the perception of a certain lack of commitment to the market (and thus a short-
term perspective). The effect of the demand dynamics affecting each of the parties is 
undetermined due to attainment of somewhat contradictory results. As referred previously, the 
demand dynamics of BERALT was found to affect relationship development (through a 
decrease in the number of potential exchange episodes) while results regarding the affect of 
this variable in the relationships established with SOMINCOR could essentially be 
disregarded. 

The functional suitability of the capital equipment to the mining environment together with a 
high propensity to customize the product are aiding considerably relationship development. In 
contrast, lack of functional suitability (e.g., proper robustness, etc.) and standardization act as 
hindrances to the development of the relationship. High attributed importance, complexity, 
and low substitutability of the capital equipment all act as factors aiding relationship 
development. 

As mentioned earlier, the extent to which supplier-based adaptations are conducted are 
paramount for relationship development. The variables which are important regarding these 
adaptations have already been identified, i.e.,: product-design adaptations, technical 
assistance, stockholding, after-sales agreements (enclosing the identified tendencies). Further, 
proper coordination processes need to be instituted between the parties. Hence, these 
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processes go hand-in-hand and if any of them fails in its implementation, the relationship 
development suffers severe damage, which is extremely hard to repair. 

5.3.2 A Modified Model of Analysis 

In light of the drawn analytical considerations and the gained knowledge from this study, a 
modified model of analysis is proposed as more appropriate for the investigation of the 
development of long-term relationships in the metal mining industry. The main similarities 
and differences between this modified model and the a priori defined model of analysis of this 
study are briefly outlined. 

The same main four groups of variables initially proposed to influence the development of 
buyer-seller long-term relationships - i.e., the contextual, the task, the interaction processes, 
and the outcomes - are maintained. 

In the first main conceptual group, the contextual variables, the variables enclosed in the 
buyer's context, seller's context, and common context, are made graphically more explicit 
(see also Figure 5.1 in page 261 of this thesis). Further, when characterizing the parties' 
(buyers and sellers) context, beyond the initially proposed variables, the importance of 
studying three additional variables is emphasized: mine-cycle stage (buyer's context); and 
brand name, and channel strategy (seller's context). Additionally, in the common context 
dimension, two issues are accentuated: whether there is a f i t or match between the companies' 
objectives and strategies; and the characterization of the market stmcture. 

In the second main conceptual group, the task variables, two variables are included in this 
modified model, namely: the functional suitability, and the degree of customization/ 
standardization of the capital equipment. The other a priori defined variables (exception made 
for monetary value) were also deemed important to include (based on the study's results). 
Monetary value was deemed as not particularly that influential for relationship development 
and is thus not included in this model. The characterization of the common buying and selling 
activities conducted by the industrial organizations when buying, respectively, selling capital 
equipment is also included. These descriptions were found to provide valuables insights that 
aid to a more comprehensive understanding of the interaction processes and related outcomes. 

The third main conceptual group, the interaction processes, is (as before) further sub-divided 
in three: exchange, adaptation, and coordination. The variables needed to characterized each 
of these sub-processes are made explicit. Further, the adaptation processes are sub-divided in 
customer-based adaptations and supplier-based adaptations. Both these dimensions need to be 
captured in order to understand the scope of adaptations taking place within the relationship 
development. Results from this study have also indicated that the content and extent of the 
adaptations conducted by the seller and the buyer may differ considerably. Hence, these 
adaptations need to be made explicit and investigated through a number of identified 
dimensions, such as product-design adaptations; technical assistance; stockholding; after-sales 
agreements (and tendencies) - for the supplier-based adaptations. Important dimensions for 
the characterization of customer-based adaptations are: production process and planning, and 
maintenance planning. 
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In the fourth main conceptual group, the outcomes, the same initially proposed constmcts are 
enclosed, i.e.: satisfaction, tmst, commitment, and effectiveness. However, new relationships 
between these constmcts are proposed. Satisfaction is viewed as an antecedent to trast. Both 
these constructs are closely intertwined and their assessment differs whether it is customer-
based or supplier-based. This is clearly outlined in this modified model of analysis. Different 
dimensions are specified as potential for the assessment of satisfaction and trust. The 
technical dimensions are enhanced, i.e.: functional reliability, and technical assistance (for the 
customer-based assessments); and credibility and stability (for the supplier-based 
assessments). Trust is regarded as an important determinant of commitment. Counterpart's 
commitment is assessed essentially through the dimensions of choice of channel strategy 
(customer-based) and stability (supplier-based). Effectiveness is included and the dimensions 
through which it is perceived are enclosed in this model. Again, perceptions differ whether 
they are customer-based or supplier-based. The first, view effectiveness of the relationship 
with regard to the overall task performance and attainment of common goals, while the 
supplier views effectiveness of the relationship more as a measure of their own sales 
performance. 

Relationships are proposed to develop in an evolutionary process, in such a way that no pre
determined stages can be identified. In order to understand the development of long-term 
relationships in the metal mining industry, the contextual variables and the task variables need 
to be carefully characterized. The context is proposed to influence all the other three main 
groups of variables (which is indicated by the arrows in black that emerge from this first 
shadowed box). Further, the task characteristics are proposed to affect and be affected by the 
interaction processes and outcomes. Both the interaction processes and the outcomes are 
inserted in a wider box (represented by a broken line). Interaction processes and outcomes 
from these go hand-in-hand. As referred, the interaction processes are always affecting the 
outcomes of the relationship that simultaneously serve as an input for further interaction. This 
is represented by the bold reciprocal arrow that unifies the two boxes that enclose these main 
conceptual groups of variables. The next figure (Figure 5.1, in next page) depicts this 
modified model. 
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Figure 5.1 A Modified Model of Analysis 

261 



5.3-3 Network Effects on the Development of the Focal Relationships 

As mentioned earlier, the purpose of this study is to describe the development of the long-
term relationships between the buyers and sellers of capital equipment in the Portuguese metal 
mining industry. As a result of this study, a modified model of analysis was proposed in the 
former section. This model is regarded as more appropriate to the study of the development of 
long-term relationships in the metal mining industry than the one proposed when having 
conducted the theoretical review. Theoretical models can be regarded as simplifications of a 
certain "reality" - in this case, "reality" being the complex phenomenon of the development 
of business relationships in a particular setting (i.e., the metal mining industry). However, this 
"reality" is even more complex than it can be assessed solely by this model. 

Business relationships evolve within the business network context in which they occur. The 
development of the long-term relationships studied is influenced by other organizations and 
relationships that interact and influence the parties in the dyadic interaction. Although the 
purpose of this smdy has not been to pursue the investigation of the stmcture and dynamics of 
the business network in which the relationships evolve, some considerations regarding the 
network effects on the relationships wil l be drawn. As argued during the introductory chapter 
of this chapter (cf., page 16 of this thesis), the positional perspective of the focal relationship 
is adopted. Thus, analytical considerations are drawn concerning detected networks effects on 
the investigated relationships (SOMINCOR-ATLAS, SOMINCOR-SANDVIK, BERALT-
ATLAS, and BERALT-SANDVIK). The following statements are illustrative of network effects 
on the development of investigated relationships: 

"We cannot have a short-term perspective when dealing with mining industry 
customers. It's no occasional market. Mining companies value long-term 
partnerships with the suppliers of mobile production equipment. There is also a 
high interplay among all customers in the mining industry. We have to be 
extremely aware of this. We are assessed not only by the way we interact with a 
customer - a certain mining company - but also through the way we interact 
with the other mining companies. To nurture and enhance informal personal 
contacts also contributes to positive word-of-mouth and this is very important in 
this setting ". 

(Statement by ATLAS' business manager in page 176 of this thesis) 

"SANDVIK's communication with Tamrock in Finland was not the best." 
(Comment by SANDVIK's managing director in page 195 of this thesis) 

"Whether it will be a gain or a loss, the future will tell, and this will be 
measured in relation to the performance of the prior agent (in this case 
SANDVIK) - as SANDVIK's performance was many times measured or 
perceived in comparison to the performance of the former representative QPB." 

(Commented by SOMINCOR's respondents regarding the future assessment of CIMERTEX's 
- the new Tamrock's agent in Portugal - future performance, in page 197 of this thesis) 
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With basis on the focal perspective assumed in this study, detected network effects in which 
the relationships evolved can be graphically represented as given in the following figure. In 
this figure, it is important to note that the boundaries of this network are drawn based on the 
study's results, which in turn are building upon expressed managers' perceptions of the 
connectedness of other organizations and/or relationships to the focal relationship under 
investigation. Naturally, these boundaries are impute at the outset by the researcher according 
to the purpose of the investigation. 

The four organizations, SOMTNCOR, BERALT, ATLAS COPCO Portugal and SANDVIK 
Portugal are represented respectively by two bold-line ellipses and two-bold line circles. 
Black reciprocal arrows connect the buyer and seller organizations and represent the dyadic 
interaction occurring in each focal relationship. Other organizations beyond the dyads 
investigated have then been identified to have influenced the development of the focal 
relationships. For example, Tamrock in Finland has considerably affected SANDVIK in 
Portugal in a way that has induced certain effects in the development of the relationships of 
this selling company with its two counterparts (SOMINCOR and BERALT). Both direct and 
indirect network effects can be considered. By direct effects it is meant those decisions that 
were taken by Tamrock (the parent company) which have caused an immediate impact on the 
seller (SANDVIK Portugal). By indirect effects - that are represented by broken lined 
reciprocal arrows in the next figure - it is meant, for instance, those effects that result from 
Tamrock's policies and/or decisions but that were not obviously aimed at having a direct 
effect on the development of the focal relationships, although it has resulted so, indirectly (see 
also Figure 5.2). 

Indirect effects on the relationships 

Figure 5.2 Network Effects on the Focal Relationships 
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In the following four sub-sections, analytical considerations are drawn concerning the effects 
that other organizations and/or relationships have had on the focal relationships under 
investigation. The above figure will guide this analysis. Selected portions of this figure wil l be 
isolated in order to best follow the reasoning and prevalence of important network effects (as 
perceived and highlighted by this study's respondents). 

5.3.3.1 Network Effects on SOMINCOR-ATLAS 

When considering the network effects on the development of the business relationship 
between SOMINCOR and ATLAS, the following effects - represented in the next figure -
have been referred in connection to this focal relationship. The analytical considerations are 
drawn with Figure 5.3 as a guiding tool. 

Legend: 

^ • ^ Focal relationship SOMINCOR-ATLAS 

$j==fr Direct effects on sellers' organization 

Indirect effects on the relationships 

Figure 5.3 Network Effects on SOMINCOR-A TLAS 

Although the focal relationship is connected to other organizations and relationships, the 
network effects cannot be deemed to be particularly influential to the development of this 
relationship. The empirical facts gathered have shown that policies, overall objectives and 
strategies, are dictated by Atlas Copco in Sweden. However, the Group has showed a long-
term commitment to the Portuguese market and there are no indications that this policy will 
change. ATLAS is the Group's own sales subsidiary in Portugal. The Group has a 
decentralized organization and this applies to the mnning of its operations in Portugal. The 
relationship with the parent company was referred to be smooth. No conflicts were registered 
and the existence of the relationship between ATLAS and the parent company has had no 
particular effect in the development of the SOMINCOR-ATLAS relationship. 

The existence of a direct competitor to ATLAS has had its indirect effects on the development 
of SOMINCOR-ATLAS. Both SANDVTK in the past, and now CIMERTEX, influence this 
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relationship. These companies respectively acted and act as agents to Tamrock, a capital 
equipment supplier company that has an highly substitutable product range and compete on a 
range of aspects - e.g., functional suitability of the equipment, after-sales agreements, 
technical assistance, etc. For instance, the scope of the after-sales agreement between 
SOMINCOR and SANDVTK has affected the scope of the present "Sole Supplier Agreement" 
that ATLAS has with SOMINCOR. Furthermore, the head-hunting of ATLAS' personnel 
conducted by SANDVTK at the time when SANDVIK became Tamrock's agent in Portugal 
has certainly affected the development of the relationship with SOMINCOR. However, these 
effects were not assessed in this investigation. 

Finally, it is interesting to remark that ATLAS' viewed direct competition as a positive force 
to the development of business relationships (inclusive the SOMINCOR-ATLAS 
relationship). As referred by the business manager: "Customers like alternatives, and so do 
we. Competition enhances 'craftiness' and in the long-run it is beneficial to everyone" 
(statement in page 215 of this thesis). 

5.3.3.2 Network Effects on SOMINCOR-SANDVIK 

Analytical considerations regarding important network effects on the development of the 
relationship SOMINCOR-SANDVIK will be drawn. As in the previous case, the following 
figure illustrates important effects that have been detected in the course of this study. 

Legend: 

^ • ^ Focal relationship SOMINCOR-SANDVIK 

Direct effects on sellers' organization 

Indirect effects on the relationship 

Figure 5.4 Network Effects on SOMINCOR-SANDVIK 

The development of the SOMINCOR-SANDVIK relationship has been considerably affected 
by a third-party, the company Tamrock in Finland. For instance the direct effects of 
Tamrock's policy to cease Tamrock's representation by SANDVTK has led to the dissolution 
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of the "Rock Tools and Tamrock" division and ultimately to the termination of this 
relationship. Tamrock in Finland was also referred to be in the origin of the conflicts and 
problems that arose in the adaptation and coordination processes occurring in the 
SOMINCOR-SANDVIK relationship. Hence, considerable networks effects can be identified 
in the development of this focal relationship. 

Indirect effects between the prior agent, QPB, and SANDVIK could also be identified. As 
referred previously in the presentation of the empirical evidence regarding the development of 
this relationship (cf., page 184 of this thesis), SANDVIK inherited problems that were 
attributed to the bad performance of the prior agent - such as the sales of "old" equipment, 
delayed payments of spare parts supplies to Tamrock in Finland, "cannibalization" of 
equipment. This has certainly affected the development of the relationship, at least initially. 
Another indirect network effect that can be identified regards the existence of the direct 
competitor ATLAS that strives to maintain its dominance with the main mining industry 
customer in Portugal (SOMTNCOR). The interaction processes occurring between 
SOMINCOR and SANDVTK are indirectly affected by the interaction processes that occur in 
the SOMINCOR-ATLAS relationship. SANDVTK was very much aware of the history of that 
relationship, e.g., the buyer's preferences and scope of adaptations conducted. Naturally, this 
knowledge influences the nature of the interaction processes of this focal relationship. 

5.3.3.3 Network Effects on BERALT-ATLAS 

Network aspects have also affected the development of the BERALT-ATLAS relationship. In 
the following figure those that could be identified during the course of this study are outlined. 

Legend: 

^•f Focal relationship SOMINCOR-SANDVIK 

Direct effects on sellers' organization 

Indirect effects on the relationship 

Figure 5.5 Network Effects on BERALT-ATLAS 
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A number of indirect network effects have considerably affected the development of the 
BERALT-ATLAS' over forty years' relationship. For example, the incapability of Tamrock 
in Finland during the 1980s to deliver and adapt their TORO loaders led indirectly to the 
repeated acquisitions of the Wagner loaders supplied by ATLAS (cf., page 209 of this thesis). 
Thus, the interaction processes between ATLAS and BERALT have indirectly been affected 
by this third-party. Moreover, Tamrock's agents have also influenced this relationship. By 
having provided a limited scope of supplier-based adaptations to the customer company they 
have successively lost the capital equipment market to ATLAS, to the extent that BERALT 
presently is considering ATLAS to become the sole supplier of mining equipment (for 
underground production) and associated spare parts. 

Although the focal relationship has connectedness through ATLAS to ATLAS COPCO in 
Sweden, this network effect has solely had positive effects in the evolvement of this 
relationship. ATLAS has showed to be able to operate quite independently (i.e., in a 
decentralized way) from ATLAS COPCO in Sweden in what regards the interaction with 
BERALT. As far as it can be assessed, both the adaptations and coordination processes have 
been conducted smoothly and to both partners satisfaction. The extent of supplier-based 
adaptations in product design (e.g., the electrically-driven loaders that were lowered to f i t the 
ore chambers of BERALT) are illustrative of the cooperation and commitment of ATLAS 
COPCO in Sweden to the development of this relationship. 

5.3.3.4 Network Effects on BERALT-SANDVIK 

The following figure illustrates the network effects that can be connected to the development 
of the relationship between BERALT and SANDVIK. 

Legend: 

^ • ^ Focal relationship BERALT-SANDVIK 

Direct effects on sellers' organization 

Indirect effects on the relationship 

Figure 5.6 Network Effects on BERALT-SANDVIK 
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The most relevant network effect that has considerably influenced the development of the 
BERALT-SANDVTK relationship relates to incapability of the manufacturing company, 
Tamrock in Finland, to deliver (within the schedule requested by BERALT) the loading 
equipment during the 1980s. This particularly influenced the relationship with QPB, that was 
the agent at that time. Furthermore, it also affected the development of the relationship with 
SANDVIK, at least to the extent that the supplies of components and spare parts associated 
with this equipment was lost. The lack of suitable supplier-based adaptations has led to the 
present policy of BERALT to substitute Tamrock's components and rock drills by compatible 
products supplied by ATLAS (cf., page 220 of this thesis). The lack of adaptations is -
according to SANDVIK - attributed to the lack of interest of Tamrock in Finland in 
BERALT. 

Besides the aforementioned, other network effects (such as the indirect effect arising from the 
connectedness to ATLAS) cannot be deemed to be particularly influential. It is solely 
included in Figure 5.6 due to the fact that perceptions of outcomes with the relationship with 
SANDVIK are assessed - to a certain extent - comparatively to the assessments of the 
outcomes of the relationship established with ATLAS. 

5.3.3.5 Summary of the Analysis of the Network Effects 

From this brief analysis of the network effects on the development of the relationships 
investigated it is important to notice the importance that a third-party can have on the 
development of dyadic relationships. In this study, the development of two relationships were 
particularly affected. Curiously, those relationships whose outcomes were assessed as 
unsatisfactory. Further, the origin of conflicts and problems existing in these relationships 
(SOMINCOR-SANDVIK and BERALT-SANDVIK) were attributed to a great extent to this 
third-party, i.e., Tamrock in Finland. Decisions taken by this company have ultimately led to 
the termination of these two relationships. Unfortunately, the reasons underlying the decision 
to cease SANDVIK's representation of Tamrock's equipment in Portugal were identified 
solely from the perspective of the organizations involved in the focal relationships in 
question. As referred earlier, this decision was taken on the basis of the new regionalist policy 
of the recently formed Sandvik Mining and Constmction (that resulted from the merging of 
Sandvik and Tamrock) and the consolidation of country-based operations (such as Portugal) 
in regional-based operations. 

Another important network effect relates to the connectedness of a selling company (ATLAS 
or SANDVTK) to the other potential direct competitor (respectively SANDVTK or ATLAS). 
The capital equipment (for use in mining production) market in Portugal is domesticated, 
composed of few buyers and sellers and is characterized by an high interdependence between 
buyers and sellers. ATLAS and SANDVTK (rather, Tamrock) have highly substitutable 
products and compete on a wide range of aspects - e.g., functional suitability of the 
equipment, after-sales agreements, technical assistance, and other dimensions of the 
interaction processes that are established between the partners in a relationship. The customer 
mining companies investigated (SOMTNCOR and BERALT) have each established 
relationships with these two sellers of capital equipment. The development of a particular 
focal relationship is shown to be influenced - for instance the exchange episodes, scope of 
after-sales agreements - by the development of the other parallel relationship. The outcomes 
of the relationships are also assessed in relation to these "parallel" relationships. This 
competitive relationships' impact upon the focal relationship could be detected in all the four 
cases investigated. 
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Chapter 6 - Conclusions and Recommendations 

The overall conclusions of this study, managerial recommendations, and directions for future 
research are addressed in this chapter. 

6.1 Overall Conclusions 

The results and the recommendations drawn from this smdy should be viewed in light of the 
research methods employed. Hence, the following overall conclusions are naturally tempered 
by the fact that solely the development of four long-term relationships were investigated. 

The study provides substantial support as to the applicability of many of the variables / 
constmcts and respective conceptualizations provided in theory to the study of the 
development of long-term, close relationships between buyers and sellers. The study's model 
of analysis was also shown to be well-suited to the investigation of the development of long-
term relationships in the Portuguese metal mining industry. 

Based on the results of this smdy it can be concluded that in order to understand the 
development of long-term relationships in the Portuguese metal mining industry the four sets 
of variables proposed in the modified model of analysis need to be addressed. Beyond the 
scope of this particular mining environment, a number of inferences (or indications) to other 
somewhat similar mining environments (in terms of context) can be drawn: 

First of all, the context in which the relationships between buyers and sellers of capital 
equipment evolve needs to be understood. Investigating the context from the three proposed 
angles - the buyer's context, the seller's context, and the common context - adds to a deeper 
understanding of the particular external contingencies/factors and internal factors that affect 
each of the parties in the relationship and allows for the identification (and understanding) of 
those issues that are specific to the evolvement of a particular relationship. 

To address the context in terms of buyer's context, seller's context, and common context was 
proposed by Möller and Wilson (1988,1995). It was based on the theoretical propositions of 
these authors that these three groups of contextual variables were included in the initially 
developed model of analysis. This selection is deemed as suitable for the study of the 
development of long-term relationships. 

The variables that were initially used to describe these contexts were also found applicable 
(e.g., market structure defined through concentration, dynamism, resource dependency - as 
proposed by for example Cunningham, 1980; Håkansson, 1982, Campbell, 1985, Hallén et 
al, 1991, Möller and Wilson, 1995). The empirical findings of this study are also in 
agreement with the theoretical proposition that long-term relationships tend to be present in 
concentrated, stable and homogeneous markets (e.g., Arndt, 1979; Håkansson, 1982; 
Campbell, 1985; Low, 1996). Further, findings of this study have led to the identification or 
need to emphasize on other variables in order to describe the context in a more insightful way. 

As proposed in the "modified model of analysis" the following variables should be taken into 
consideration as components of the context in which business relationships established 
between buyers and sellers of capital equipment in the metal mining industry evolve: 
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• Mine-cycle stage (related to the Buyer's context). This variable seems to be more 
appropriate than the age of the organization in the way that it provides an indication of 
potential investments in capital equipment. 

• Brand name and channel strategy (related to the Seller's context). A strong brand name of 
the organization is identified as a driving force for the establishment of relationships. 
Further, the choice of channel strategy is perceived as a clear indicator of the degree of 
commitment of a organization to the particular market. 

• The f i t or match between the companies' objectives and strategies (related to the Common 
context) is a clear positive drive to the development of the relationship among the parties. 
It leads to exchange processes, i.e., exchanges of capital equipment. These exchanges 
commonly enclose / require a wide set of adaptive behavior between the parties. Results 
from this study have clearly indicated that supplier-based adaptations are core to the 
development of the long-term relationships in the metal mining industry. 

Compatibility between organizations' objectives and strategies and position in the 
manufacturing channel are variables that are mentioned in Håkansson (1982). Findings of this 
study clearly indicate that they should be enclosed and emphasized with regard to the 
characterization of the context affecting the development of long-term relationships in the 
metal mining industry. As such, they are enclosed and emphasized in the proposed modified 
model of analysis. 

Another aspect that should be remarked when considering the seller's context is the fact that 
manufacturer companies of capital equipment should be very careful when selecting their 
"agents" in a particular market. "New" agents inherit the reputation (good or bad) of previous 
agents. This was present in for example the case SOMINCOR-SANDVIK and BERALT-
SANDVIK. The performance of the selling company SANDVIK was, at least to a certain 
extent, influenced by the previous performance of the former agent, QPB. Also, the reputation 
of the new agent CIMERTEX is partially assessed by the past performance of the former 
agent SANDVIK. Again, it should be stressed that a lack of continuity in the agents of capital 
equipment hampers the development of long-term relationships. 

Finally, with regard to the contextual variables, results concerning the demand dynamics 
affecting the parties were somewhat contradictory. The theoretical premise that stability (from 
the customer's viewpoint) affects positively the probability of relationship development 
(Blois, 1996) cannot be ascertained by the findings of this study. As referred previously, the 
demand dynamics affecting the buying organization SOMINCOR didn't seem to affect the 
exchange "episodes" and other interaction processes occurring between the companies 
involved in the relationships SOMINCOR-ATLAS and SOMINCOR-SANDVIK. 

Secondly, with concern to the task characteristics of the exchanged objects - i.e., capital 
equipment used for underground mining production - it was shown that the four variables that 
were initially included in the model of analysis (monetary value, product importance, 
complexity, and substitutability) are shown to considerably affect the evolvement of the 
relationships, most particularly the interaction processes which are developed between the 
parties. Results from this study fit with what has been referred in previous studies, such as 
Metcalf, Frear and Krishnan (1992), Hallén, Johanson and Seyed Mohamed (1993), and 
Möller and Wilson (1995). High product importance and complexity, and low substitutability 
of the capital equipment act as factors that aid relationship development. Monetary value is 
viewed as the initial cost/ price associated to the purchase in question added by the 
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costs/prices associated to the spare parts of the equipment during its life-time. This was 
referred in the previous study (Study One) as "the life-cycle cost" of the equipment. The 
monetary value of the equipment was also shown to affect the interaction processes, 
particularly the exchange processes occurring between the parties. 

Important findings from this study have also led to the identification of two task-related 
variables which are determinant of preferences expressed by the mining organizations 
towards certain types of capital equipment. These are: 

• the functional reliability of the capital equipment, and 
• the degree of customization versus standardization of such equipment. 

These variables hadn't been found explicitly in previous theoretical studies. The functional 
suitability of the equipment defined in terms of the perceived fitness to the underground 
mining environment, and a high propensity to customize the equipment lead to relationship 
development and affect considerably both the interaction processes (particularly exchange and 
adaptation) and the outcomes. Regarding the latter, it should be emphasized that satisfaction 
and tmst with a relationship were very much assessed in terms of the functional reliability of 
the equipment which in turn is highly related to these two task-related variables. 

The description of the commonly implemented buying processes and selling processes were 
also included in the scope of this investigation (included as task characteristics). Results were 
consensual in all the four cases. Descriptions of the buying processes fundamentally followed 
the eight buyphases of Robinson, Faris and Wind (1967)'s. Negotiations are emphasized as a 
buying activity. Regarding the departmental involvement, a clear dominance of the production 
department was noticeable throughout most of the buying activities, with this department 
acting also at the interface between the metal mining companies and their suppliers of capital 
equipment. Maintenance and engineering were also found to be important actors in some of 
the stages of the buying process as they possess necessary technical know-how of the capital 
equipment, particularly important when the complexity of the exchange increases. Results 
with concern to this issue fitted well previous results attained in Study One of this thesis. 

With regard to the selling processes, similarities also prevailed among all the four cases. A 
parallel to the selling activities described in Shapiro and Posner's (1976) industrial selling 
process can be easily established. Only the two initial steps of that process (opening the 
selling process and qualifying the prospect) aren't included in the descriptions provided by 
this study's respondents. However, these are considered as intrinsic in the first selling activity 
mentioned, i.e., development of sales strategy and identification of new prospective sale 
(referred respectively by ATLAS and SANDVTK). Further, proposal(s) and negotiation(s) are 
more clearly emphasized as a selling activity that they were in Shapiro and Posner's process. 
The centralization and importance of the sales engineer responsible for the account is also 
evidenced throughout all the selling process. The involvement of other departments is 
determined essentially by the sales engineer and they tend to act as supportive functions. 

Thirdly, relationships are shown to involve interaction between the companies. Indeed, the 
development of the dyadic relationships enclose a complex set of interaction processes among 
the customer mining companies and their manufacturers/ suppliers of capital equipment. Al l 
the three sub-processes proposed are found relevant to relationship development. Further, they 
are found to be closely inter-twined. If any of these processes fails in its implementation, the 
interaction between the companies is damaged jeopardizing the outcomes of the relationships. 
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This was very clear in the development of the relationship SOMINCOR-SANDVIK where both 
the exchange and adaptation processes were mnning smoothly but the lack of properly 
designed and conducted coordination processes jeopardized the evolution of the relationship, 
and eventually lead to its termination. The importance of these sub-processes has been 
emphasized by many authors (e.g., Ford, 1980; Håkansson , 1982; Hallén et al, 1991; Metcalf 
et al., 1992; Brenna and Tumbull, 1999) 

Exchanges are very much determined by the extent of supplier-based adaptations. Important 
variables that describe these adaptations are: product-design adaptations, technical assistance, 
stockholding, after-sales agreements. Particularly the latter, has a growing importance and 
reveals itself determinant to the development of relationships in this setting. Findings from 
this smdy also identify that the mining organizations tend to outsource the maintenance of 
their capital equipment. This opens new opportunities to the sellers of capital equipment. In 
fact, selling companies view this trend positively as providing them with the means to 
implement preventative maintenance. Invariably, sellers of capital equipment complain that 
the metal mining companies tend to operate their equipment to "exhaustion", only conducting 
maintenance when the problems arise and it is strictly necessary. Through implementing 
preventative maintenance, both buyers and sellers, preview many benefits for the 
organizations. The "life" of the capital equipment can be considerably extended - through the 
certainty that only manufacturers' spare parts are utilized together with a highly qualified 
technical assistance. A new revolutionary tendency in the scope of the after-sales agreements 
is the inclusion of guarantees in the operational costs of the equipment. This is viewed very 
positively by the companies (specially the buyers), as long as preventative maintenance can 
be implemented. The tendency regarding stockholding is to keep it to a minimum. Selling 
companies do not want to keep stocks at the customer's sites while these strive to have them. 
These contradicting wishes lead to conflicts. However, nowadays, selling companies affirm 
that they can guarantee spare parts and components deliveries within 48 hours. This is 
possible due to global improvements in logistics, such as the existence of highly competent 
freight forwarders which make this possible. These findings haven't been found to be 
emphasized in previous studies reviewed. 

It is interesting to notice that product-design adaptations were not welcomed (at least by 
ATLAS). It was said that standardization entails many benefits to the companies such as 
interchangeability of the spare parts for the equipment. Nevertheless, this company conducted 
extensive product-design adaptations in the BERALT-ATLAS relationship, to the extent of 
developing tailor-made products, i.e., truly customized capital equipment items. 

Findings from this study also highlight that the scope of customer-based adaptations 
conducted is extremely limited. Metal mining companies are not particularly willing to adapt 
their production processes. Only within maintenance planning, adaptations were identified. 

Fourthly, the outcomes can be regarded essentially as a consequence of the interaction 
processes developed between the parties (which are in tum affected by all the sets or groups 
of variables). The constmcts of satisfaction and tmst are hard to clearly differentiate. Even 
definitions found in previous studies evidence this fact (e.g., Anderson and Nams, 1990; 
Wilson, 1996; Smith and Barclay, 1997). Results from this study also corroborate this. 
However, findings indicate that customer-based and supplier-based tmst and satisfaction can 
be somewhat differentiated. Customer-based assessments are very much related to the 
technical dimensions of the capital equipment, such as functional reliability and technical 
assistance. I f any of these variables is assessed negatively, the outcomes of the relationships 
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are viewed as unsatisfactory and characterized by a loss of trust. Thus, even though a certain 
"technical trust" in the functional reliability of a supplier's capital equipment may exist, tmst 
in the business partner is not developed if proper interaction processes - particularly 
adaptation and coordination processes - are not developed. Hence, the social dimension of 
tmst is relegated to a secondary level. In mm, supplier-based satisfaction and tmst are 
assessed essentially through the constmcts credibility and stability, not specifically of the 
relationship, but rather on the buyer's credibility and stability. 

Commitment is also shown to be an extremely important constmct in relationship 
development. The issue of stability and continuity are core to the perception of commitment. 
As such, findings from this study are in solid agreement to definitions of commitment found 
in previous studies (e.g., Wilson and Mummalaneni, 1986; Anderson and Weitz, 1989; 
Morgan and Hunt, 1994; Nielson, 1997). But, again, customer-based and supplier-based 
assessments differed. The choice of a direct channel strategy is given as the key indicator of 
relationship commitment by the buyers, while the buyers' stability is emphasized by the 
sellers. 

Long-term contractual arrangements (that ensure the durability of the relationships) are 
apparently avoided in the development of long-term relationships in the Portuguese metal 
mining industry. A l l the agreements established by the parties were curiously short-term even 
when entailing a long-term orientation (such as the "Sole Supplier Agreement" or "Technical 
Support Package"). Whether this is bounded or not to a cultural aspect related particularly to 
the Portuguese metal mining industry remains to be seen. The lack of strong legal bonds is 
somehow a paradox due to the high termination costs that are related to the relationships. 

Effectiveness of the relationship was also viewed somewhat differently whether the 
assessment was made by the buyers or the sellers. While the buyers emphasized on task 
performance and the attainment of common goals, the sellers emphasized their own sales 
performance (measured in terms of the value of business attained). 

Finally, some considerations are drawn relating to the inclusion of the temporal dimension in 
this study and the incorporation of the positional perspective of the focal relationship. 

The development of buyer-seller relationships was assumed as an evolutionary process 
without definite stages. In fact, findings from this smdy fitted well these theoretical premises. 
Also, the results attained were only possible due to the incorporation of the temporal 
dimension. Relationships were investigated since their establishment. Retrospective case 
history was conducted as far back as the study's respondents allowed. Naturally, events that 
have happened beyond the previous decade were blurred. However, they were found 
extremely important in order to understand the context and the events that gave place to the 
current events and activities. Hence, to adopt this type of dynamic perspective is advocated as 
leading to more valid results and a deeper understanding of the development of long-term 
relationships. Further, incorporating the views of both buyers and sellers has led to a more 
comprehensive study. Whenever possible it is recommended to do so. 

In the introductory chapter of this thesis it was argued that a positional perspective of the 
focal relationship was adopted. This means that the focus of this investigation was directed to 
the development of the relationship between a buyer and a seller of capital equipment. 
Nevertheless, the fact that the development of a particular relationship is affected by other 
organizations that interact and influence the parties in the dyadic interaction was not 
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disregarded. The influence of other relationships in the studied relationships was included to 
the extent found suitable by the study's respondents (i.e., according to the degree to which 
they perceived they influenced the focal relationship). For instance, it was found that the 
outcomes of a relationship were measured comparatively to the outcomes of a relationship 
with a competitor (as it was the case of the outcomes of SOMINCOR-SANDVIK that were 
assessed comparatively to the outcomes of SOMINCOR-ATLAS). Further, the development of 
the S OM rNCOR-S AND VTK and BERALT-SANDVIK relationships were very much affected 
by the relationships that had been previously established with the previous agents. Moreover, 
the influence of a third-party (the parent company Tamrock in Finland) was emphasized. 

Two network effects were identified as particularly interesting in the development of dyadic 
relationships between buyers and sellers of capital equipment (for mining production) in the 
metal mining industry. The first relates to the effect that the manufacturing supplier company 
can have on the development of the relationship established between its sales subsidiaries or 
agents and the customer mining companies. These effects became particularly noticeable in 
those cases where problems and conflicts were present in the relationships {SOMINCOR-
SANDVIK and BERALT-SANDVIK). The second network effect relates to the effect that 
existing relationships with other capital equipment sellers - that can be considered as a direct 
competitor due to a somewhat similar/ interchangeable product offerings - may have on the 
development of a particular relationship. In this study, it was shown that ATLAS' 
relationships with their counterparts affected SANDVIK's relationships and vice-versa. This 
competitive relationships' impact upon the dyadic relationship could be detected in all the 
four cases investigated. Al l these aspects were included in this study's empirical data and 
findings. However, the extent to which this connectedness existing between direct competitors 
has an effect on the focal relationships is not assessed, as it was not enclosed in the purpose of 
this study. Nevertheless, it can be affirmed that a network perspective was pursued, at least 
to a certain extent. To view the network from a more holistic perspective is certainly another 
angle which would lead to very interesting results and can be identified as an area for future 
research. 

In short, and to finalize, by conducting this study I have reached rich descriptions of the 
development of long-term relationships in the Portuguese mining industry. Indeed, this has 
been a challenge since a complex phenomenon where a wide array of variables interplay was 
under investigation. Many findings and conclusions were made possible. In this way I hope to 
have contributed to a "better understanding and explanation of the long-term dynamics in 
interorganizational forms and processes" (as stated by Möller, 1998, p.362) concerning buyers 
and sellers of capital equipment in the metal mining industry. Based on these, a number of 
managerial recommendations are drawn in the next section. 

6.2 Managerial Recommendations 

Based on this study's results and conclusions, a number of managerial recommendations are 
drawn for both sellers and buyers of capital equipment in the metal mining industry. 

6.2.1 Recommendations for Sellers of Capital Equipment in the Metal Mining Industry 

• I f a market is deemed as attractive due to its potential profitability select a direct channel 
as a means to establish in that market - through for example own sales and/or production 
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subsidiaries. This fact is highly praised by potential customers as it is connected to the 
perception of stability and continuity - i.e., commitment - in the market. 

• Carefully investigate in which mine-cycle stage the potential customers are at present. 
This can be a good indicator of present and future investments. Further, enhance the 
technical features of the capital equipment in terms of what they can contribute to the 
reduction of the operational and maintenance costs of the mining companies. 

• Enhance the, functional suitability and the potential degree of customization of the capital 
equipment as a means to achieve competitive advantage. Emphasize on the performance 
of the capital equipment in "similar" mining environments and take production, 
engineering, and maintenance representatives of the mining companies to site visits as 
these are those that most influence the decisions regarding purchases of capital equipment. 

• The interaction processes of exchange, adaptation, and coordination are extremely 
important in the development of long-term relationships in the metal mining industry. 
Particularly, suppliers of capital equipment must be prepared to make a wide array of 
product-design adaptations, provide suitable technical assistance at the site of the 
customers, and keep a minimum acceptable level of stocks at the mine sites. Most 
importantly, suppliers should be able to propose after-sales agreements that are suitable to 
each particular customer. These after-sales agreements have a growing importance as a 
competitive tool and their scope is widening. As mining companies tend to outsource 
maintenance, suppliers should be prepared to conduct preventative maintenance and 
guarantee the operational costs of the equipment. The development of appropriate 
coordination processes is paramount to the successful implementation of after-sales 
agreements. Do not conceive after-sales agreements that cannot be complied with. It will 
only lead to a damage in the company's reputation which is extremely difficult to repair. 

• At least at first, avoid the establishment of long-term binding contractual agreements as 
these are not well-regarded by the mining companies. 

6.2.2 Recommendations for Buyers of Capital Equipment in the Metal Mining Industry 

• Conducting preventative maintenance can entail many benefits for the mining companies. 
Whether it should be conducted in-house or outsourced should be determined on a case-
by-case basis depending on internal factors affecting the particular mining company, such 
as available labor force, know-how, etc. 

• A certain standardization of the capital equipment should be sought, as this entails many 
costs benefits regarding the interchangeability of spare parts among capital equipment 
items. However, a sole supplier status should be avoided. 

• When selecting a long-term relationship partner consider in first-hand manufacturers of 
capital equipment which have an own-sales subsidiary in the local market. In this way, 
decisions are taken at a more local level and the degree of dependency towards a third-
party is reduced. 

• Sellers of capital equipment should be more and more regarded as after-sales providers. 
Hence, the scope of the after-sales agreements established with these companies should be 
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thoroughly conceived and implemented. Issues such as spare parts availability, technical 
assistance, guarantees on equipment operational costs, should be carefully established. 
The design of well-functioning routines to control the exchange and adaptation processes 
should also to a great extent be determined by the buying company. As the mining 
companies' profitability is highly dependent on the capital equipment for mining 
production is seems that contractual clauses that guarantee the seller's compliance to the 
terms of the after-sales agreements should be conceived. 

6.3 Directions for Future Research 

The smdy conducted has essentially been descriptive in nature. Hence, it would be of most 
interest to conduct more empirically-based research that addressed the development of several 
relationships in the metal mining industry that somewhat differed in their characteristics. This 
would add to the possibility to address more comprehensively normative or "how to" aspects 
of managing successfully relationships. A more extensive set of managerial guidelines would 
certainly be made possible. The establishment of a portfolio of business relationships would 
be the ultimate goal. 

A result of this study that would be most interesting to pursue concerns the high 
interconnectedness between the adaptation and coordination processes for a positive 
development of business relationships. When the implementation of any of these processes 
failed, the other was per se condemned to failure. How these processes can be run together in 
the best way is yet to be determined. Electronic connections between the parties active in a 
business relationship, such as EDI, or the role of the Internet in the management of buyer-
seller relationships is certainly an area that needs to be explored, and can provide many 
insights into the management of business relationships. 

To view the network from a more holistic perspective is certainly another angle which would 
lead to very interesting results and can be identified as an area for future research. Particularly 
interesting would be to pursue the investigation of detected network effects such as the impact 
of competitive relationships upon the development of dyadic relationships. Another aspect 
could be the study of the development of tripartite relationships such as manufacturer 
company - sales subsidiary or agent - customer. 

Further, other aspects that could be further investigated include, e.g.: 

• The effects of the personality traits of the salesperson / those involved in the relationship 
in the development of business relationships; 

• the affect of demand dynamics in the buyers' context produced somewhat contradictory 
results, hence, it would be interesting to investigate this issue more closely; 

• long-term oriented legal bonds are apparently avoided in the development of long-term 
relationships in the Portuguese metal mining industry. All the agreements established by 
the parties were curiously short-term even when entailing a long-term orientation (such as 
the "Sole Supplier Agreement" or "Technical Support Package"). Whether this is bounded 
or not to a cultural aspect related particularly to the Portuguese metal mining industry 
remains to be study. 
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CONCLUDING CHAPTER 

The concluding chapter of this doctoral thesis will address the main results obtained from 
both studies. The behavioral patterns of capital equipment buying in the metal mining 
industry are characterized by integrating the findings attained through the implementation of 
these studies. Drawing on this characterization, final remarks are made and further research is 
suggested. 

VI. Capital Equipment Buying in the Metal Mining Industry 

This thesis overall purpose has been to study the buying of capital equipment by metal mining 
companies. Two studies have been conducted and two different perspectives were pursued. 
The first, focused solely on the buyer's perspective with emphasis given to "standardized" 
descriptions of transactions of capital equipment. The second study was posited within the 
realm of a relationship-based perspective. Focus was given to the development of the long-
term relationships between buyers and sellers of capital equipment. Results reflect these 
different perspectives. Each, in their own way, contribute to increase the understanding of the 
behavioral patterns of metal mining companies when buying capital equipment (used for 
mining production). 

The first study assumed a more static posture. The effect of four sets of variables 
(environmental, inter-organizational, organizational, and task) on the buying process and 
buying center was determined. However, the inter-level effects between these sets of variables 
were not investigated. In tum, in the second study, four groups of variables were proposed to 
influence the development of buyer-seller long-term relationships (contextual, task, 
interaction processes, and outcomes) and the way these sets of variables interacted with each 
other was also investigated. 

The smdies were implemented in different settings. Study One's results reflect cases of metal 
mining companies operating in Sweden and Poland. Study Two's results concern the 
development of long-term relationships in the Portuguese mining industry. A question that 
can be raised at this point is certainly: Can these studies' results be integrated? 

The aim of the qualitative researcher is not generalizability (or external validity). Rather one 
can discuss the degree of transferability or applicability to other somewhat similar settings34. 
As mentioned previously during the methodological discussion of Study Two, Firestone 
(1993) refers to this as "analytical transferability". Assuming this standpoint, I would like to 
argue that the studies' results can be integrated. 

Indeed, there are many similarities among the results obtained in both smdies. Descriptions of 
the buying processes are similar among all the metal mining companies studied (whether in 
Sweden, Poland, or Portugal). The buying processes are viewed as a series of buying activities 
(defined in phases) that are handled subsequently. Negotiation is considered to be of extreme 
importance as a buying activity. In capital equipment buying, the scope of the maintenance 

3 4 The quality criteria, external validity, and parallel criteria applicability, transferability, and/or fittingness were 
presented and discussed in the methodology chapter of Study Two (pp. 145-148 of this thesis). 
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and repair agreement is paramount and a determinant to supplier selection. Regarding 
attributed ratings of supplier selection criteria, it is interesting to notice that only one metal 
mining company (SOMINCOR) attributed high importance to the price of the capital 
equipment. Al l the other buying companies emphasized quality, delivery capability, and 
compatibility of the equipment (to other existing equipment in terms of spare parts). 

With regard to the involvement and influence in capital equipment buying, many similarities 
are also found among the cases. Al l companies are highly production-oriented and this 
underlies the dominance that is exerted by the production department in all of the metal 
mining organizations (except in the Polish case, KGHM, where comparable influence is 
exerted by the "technical services department"). By analyzing the descriptions provided of the 
"standard" buying processes of capital equipment in the Portuguese companies (SOMINCOR 
and BERALT), it can be determined that the production department also exerts the roles of 
initiator, influencer, and user. It is shown that both in Sweden and Portugal, production is the 
core functional area which holds departmental, informational, and thus decision-making 
power. 

Autonomous versus joint decision-making is essentially affected by the size of the 
organization. In the "smaller" metal mining organizations, AMMEBERG, TERRA MINING 
and BERALT, decision-making tends to be autonomous, while in the larger organizations 
(LKAB, BOLIDEN, KGHM, SOMINCOR) it is joint. Furthermore, in the "smaller" 
organizations there is not necessarily an individualized purchasing function. This is the case 
in AMMEBERG, TERRA MINING, and BERALT. 

Also common between the two studies was the ascertainment that the domesticated nature of 
the capital equipment and the high-degree of knowledge between the buyers and sellers were 
determinants for the buying behavior of the metal mining organizations. 

The above mentioned findings are important for manufacturers of capital equipment as they 
provide valuable insights towards the behavioral patterns of metal mining companies 
concerning their capital equipment buying. These findings are apparently independent of the 
particular mining industry setting in which the metal mining company is inserted (Sweden, 
Poland - except for the mentioned dissimilarities - and Portugal). However, this fact is maybe 
not that surprising, as the metal mining companies operate in a global arena. Many of the 
investigated companies are in fact totally or partially owned by global mining Groups. 
Country-based frontiers lose significance in this global arena and possibly the industry culture 
plays a more determinant role than country-based cultural differences in the behavioral 
patterns of the metal mining companies. Tömroos and Möller (1993) discuss the role of 
cultural factors in different levels (national level, business/industrial level, corporate level, 
and individual level). Holtius and Tömroos (1990, p. 17) have defined industry culture as 
consisting "of a set of hidden but prevailing attitudes and expectations and visual forms of 
coherent behaviour, which are more or less common to organization members within an 
industry." The extent to which industry culture plays an important role in the behavioral 
patterns of metal mining companies has not been particularly in focus, however, it is certainly 
an aspect which deserves further empirical investigation. 

This is not to say that country-based cultural differences can be ignored. In fact, examples of 
the effects of cultural dissimilarities as hinders to a positive development of relationships can 
be found in this thesis. One such example concerns the referred communication problems 
between SANDVIK PORTUGAL and the parent company Tamrock in Finland. However, 
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examples are also found regarding problems in the establishment of relationships between 
"actors who belong to different worlds" - as stated by the mine manager of BERALT - when 
referring to this company's problems with the new industrial distributor of Tamrock's 
equipment (the company CIMERTEX). 

The aforementioned findings can be integrated and shed light into the complex issue of how 
metal mining companies buy capital equipment. However, results from Study One - even 
when complemented by results of Study Two concerning the buying processes and buying 
centers - are not sufficient to achieve an understanding of the behavioral patterns of the metal 
mining companies. A transactional, static perspective per se is not sufficient and this is 
asserted by the many complementary findings of Study Two. 

Metal mining companies do not want transactional exchanges of capital equipment. They 
aspire to long-term relationships and to regard their capital equipment suppliers' as business 
partners. However, to reach this status many aspects have to fit between the potential partners. 
The market structure (characterized as concentrated, stable, and homogeneous) was certainly 
identified as a driving force for the establishment of long-term relationships. However, i f a 
mismatch between the companies' objectives and strategies was existing (in a certain time 
period), this was sufficient to deteriorate the relationship. What are then the indicators of such 
a mismatch? 

To analyze the buyers' and sellers' contextual variables can provide many insights into 
whether an organizational fi t is existing (or not). Within these contexts, two variables were 
found to be of extreme importance (to the counterpart in the dyad): the mine-cycle stage 
(buyer's context) and choice of channel strategy (seller's context). The first is an indicator of 
the potential investments in capital equipment by metal mining companies, while the second 
is a clear indicator of the degree of commitment of a manufacturer of capital equipment to the 
particular market. In order to develop successful relationships, capital equipment 
manufacturers should avoid a lack of continuity in terms of channel strategy while adapting 
their offers to the particular mine-cycle stage of the customer company. During the 
development stage capital equipment investments are considerable. It is also during this stage 
that the buyers develop "preferences" as to certain types of capital equipment. As the results 
from Study Two showed, these preferences are extremely difficult to change later. Hence, 
sellers should be particularly aggressive (in a sales and marketing sense) during this stage. 

Related to the issue of the developed "preferences", two task-related variables were clearly 
identified as paramount to what was regarded as "a superior offer of capital equipment". 
Capital equipment should have a high degree of both functional reliability and customization. 
However, except through experience, how can one determine what is (or not) functionally 
suitable for an underground - or for that matter, open pit - mining environment? 

As discussed during the introductory chapter of this thesis, no mine is equal to another mine. 
Geological environments are idiosyncratic and this adds complexity to the patterns of capital 
equipment buying (and selling). As such, capital equipment manufacturers should be 
particularly attentive to position their offers in terms of the performance of the equipment in 
somewhat similar mining environments. Further, they should also be aware that new high-
technological solutions may not fit an "old" mine whose "skeleton" (drifts, mining methods, 
etc.) can no longer be altered. Another issue that should be emphasized by selling companies 
is the potential interchangeability of their equipment's spare parts - as this was so highly 
praised by the metal mining companies. 
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Well-run interaction processes are key to achieving positive outcomes from the developed 
relationships. The three sub-processes of exchange, adaptation, and coordination go hand-in-
hand. If any of these fails, the relationships will not evolve positively. The adaptation 
processes were found to be the most important. For instance, it was found that exchanges 
were very much determined by the extent of the supplier-based adaptations conducted. 
However, i f suitable coordination processes were not developed between the parties, the 
relationship rapidly evolved to a negative status. At the core of these supplier-based 
adaptations were the after-sales agreements attached to the sale of capital equipment. Both the 
buying and selling companies emphasize the importance of these agreements. The scope of 
such agreements is apparently becoming more and more extensive, and the tendency is that 
manufacturers need to be increasingly endowed to be after-sales providers. Important issues in 
such agreements include preventative maintenance instead of curative maintenance, reduced 
stocks while delivery capability is still guaranteed, highly competent technical assistance, 
guarantees on the operational costs of the equipment, original manufacturer's spare parts, 
personnel discounts, etc. 

Indeed, it seems like both buyers and sellers of capital equipment have great expectations 
regarding the relationships established. Comprehensive "Sole Supplier Agreements", or 
"Technical Support Packages", are agreed on between the partners. Buyers tend to outsource 
many of the functions that were performed previously "in-house" (e.g., maintenance of capital 
equipment). Many benefits are perceived by both parties. However, suitable procedures need 
yet to be established between the parties. Both buyers and sellers need to prepare themselves 
in terms of the coordination processes in order to successfully implement these types of 
agreements. It was curious to notice for instance that partners in the long-term relationships 
were not connected through EDI, or that common research and development projects were 
minimum. Furthermore, long-term legal bonds were somewhat avoided between the parties, 
and the degree of formality was in many cases regarded as high (even in those relationships 
that lasted for more than two decades!). The possible explanation for some of these issues is 
the fact that the mining industry is "tradition-bounded" - meaning that certain ways of 
conducting business are hard to change (or at least take more time, comparatively to other 
industries). 

Metal mining companies are highly production oriented. The proper mnning of capital 
equipment in the production cycle is paramount for each mining company's profitability. In 
this way, it is certainly assessed as a high risk to outsource certain activities to a third party. 
Hence, although mining companies perceive many benefits from these after-sales agreements, 
the intended degree of control over the performance of the manufacturers of capital equipment 
is certainly high. Hence, it is essential to carefully select a suitable business partner. The case 
of the development of the relationship SOMINCOR-ATLAS and the implementation of the 
"Sole Supplier Agreement" is an example of the trends that apparently are prevailing in the 
metal mining industry. It's future implementation would be most interesting to follow, 
particularly when having as a comparison term the failure of the "Service Support Package" 
of the SOMINCOR-SANDVIK relationship. Findings from Study Two assert that after-sales 
agreements fail essentially due to the lack of properly developed coordination processes. 
Hence, it is paramount that these processes function well together. 

Outcomes of the relationships are perceived differently by the parties involved in the 
relationship. It is extremely important for buyers and sellers to know how they are assessed by 
the counterpart. Satisfaction - regarded as the overall affective state towards the relationship -
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(from the customer's viewpoint) is related to the functional reliability of the equipment and 
related technical assistance. Hence, although social interaction is surely praised, technical 
feamres prevail in the assessment of satisfaction. Hence, these aspects should be emphasized 
in the relationship and every technical malfunction of the equipment promptly repaired. 
Satisfaction is an antecedent to tmst in the business partner which is assessed very much 
through the referred technical dimensions. Moreover, tmst is solely developed if proper 
adaptation and coordination processes are developed in the relationship. These constmcts 
were hard to clearly differentiated by the respondents. However, the first can exist without the 
second while the opposite is not true. Apparently it is related to the temporal dimension, i.e., 
i f satisfaction prevails for a certain amount of time, tmst arises. Supplier-based satisfaction 
and trast are assessed essentially through the credibility and stability of the buyer. Hence, 
metal mining companies should be attentive as to the way(s) in which they abide to the terms 
of the agreements established with these suppliers. 

Commitment is also shown to be an extremely important construct in relationship 
development. The issues of stability and continuity are core to the perception of commitment. 
But, again, perceptions differ between the parties. The choice of a direct channel was shown 
to be a key indicator to commitment to the relationship (as perceived by the buyers), while 
stability (e.g., financial, future ore reserves) was emphasized by the sellers. Effectiveness was 
also viewed differently (depending on who assessed it). Sellers assessed it very much in terms 
of their own sales performance while buyers emphasize on task performance (again, the 
functional reliability is intrinsic) and the attainment of common goals (e.g., goals of an after-
sales agreement). 

The above considerations are incorporated in the modified model of analysis proposed as a 
main result of Study Two of this thesis. Relationships between buyers and sellers of capital 
equipment in the metal mining industry are proposed to develop as an evolutionary process 
where no deterministic stages are identified. Within each of the conceptual areas investigated 
(context, task, interaction processes, and outcomes) key variables that affect and compose the 
development of long-term relationships were identified. Relationships among them are 
proposed and their relative importance is assessed. 

Finally, it should be emphasized that the outcomes of relationships were found to be assessed 
in relation to the outcomes of other existing relationships in the business network. Two 
network effects were identified as particularly interesting due to their connectedness to the 
development of the dyadic relationships established between buyers and sellers of capital 
equipment in the metal mining industry. The first relates to the connectedness of the 
manufacturing supplier company to its sales subsidiaries and/or agents, and consequent 
effects on the development of the relationships the latter establishes with their customer metal 
mining companies. The second relates to the effect of the competitive relationships upon the 
dyadic relationships. Hence, it is most important to any business actor to be very much aware 
of the characteristics of other existing relationships. This can become a considerable tramp for 
both buyers and sellers of capital equipment in the metal mining industry. 

282 



VII. Final Remarks and Suggestion for Future Research 

An interesting question to finalize this thesis could be: 

"What would be done differently if I had started by knowing what I know today?" 

I recognize the value in conducting both studies with the different perspectives and believe 
that both contribute to the understanding of the buying of capital equipment by metal mining 
companies. Industrial buying behavior as a field of research has inherent limitations (as 
recognized by some scholars and as it was referred during the introductory chapter of this 
thesis). However, the application of theoretical tools from this field of research led to 
interesting insights on the phenomenon under investigation. However, and this was asserted 
by the findings of Study One and subsequent implementation of Study Two, a relationship-
based perspective leads to more comprehensive insights on the behavioral patterns of the 
companies, as it was shown that long-term relationships were indeed prevailing in the metal 
mining industry (concerning capital equipment buying). Study One's results are particularly 
interesting to a manufacturing company that wants to establish a relationship with metal 
mining companies - as it provides thorough descriptions of the buying processes, guidelines 
as to who to contact, patterns of influence, decision-making, etc. Study Two provides rich 
descriptions of long-term relationships in the Portuguese mining industry. Both successes and 
failures were reported. This has led to the identification of many issues that are praised (and 
not praised) within the context of relationship development in this setting. A model of 
analysis appropriate for the study of the development of long-term relationships (between 
buyers and sellers of capital equipment) in the metal mining industry has been proposed. 
Important variables within each of the conceptual areas studied (context, task, interaction 
processes, and outcomes) were identified and their relative importance assessed. A 
comprehensive set of managerial recommendations for both buyers and sellers of capital 
equipment in the metal mining industry was also put forward. 

Starting today, the modified model of analysis proposed in Study Two would serve as a 
departure point for further investigation. Other mining settings would be the object of further 
studies. It would be interesting to ascertain whether (or not) industry culture plays an 
important role in the behavioral patterns of metal mining companies when buying capital 
equipment. The studies conducted have also been essentially descriptive in nature. The 
normative or "how to" aspects of managing successful relationships in this setting are not 
fully addressed. The data gathered leads to a set of recommendations (previously given), but 
these are naturally tempered by the fact that solely four cases of relationship development 
were addressed. However, it should be stressed that the fact that data was collected in both 
ends of the dyads was proven to be extremely valuable and is recommended in further 
investigations. 

Finally, and as mentioned earlier, to view the network from a more holistic perspective would 
provide other insights regarding the behavioral patterns of the metal mining companies and 
their suppliers of capital equipment. To map the actors active in this industry and the intrinsic 
web of relationships existing is a very interesting area for future research. Still, the 
understanding of the dyadic relationships that are developed is of paramount importance. 
Quoting Easton (1997, p.106): 
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"relationships among firms are the sine qua non of an industrial network 
approach. One approach to industrial networks is to regard them as an 
aggregations of relationships. While modeling the network is the ultimate goal it 
could be argued that one line of attack is to start as the most basic level and 
build." 

Throughout this thesis, the intention was to "build" by conducting empirically based research 
in a line of industry which is undergoing major stmctural changes that compel metal mining 
companies to considerably reduce their operational costs in order to remain profitable in view 
of declining metal prices. One way of doing this is by carrying out sound investments in 
capital equipment and establishing successful relationships with their capital equipment 
sellers. This thesis has provided valuable insights on how this can be achieved. 
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Appendix I - Interview Guide for Buyers 
List of Themes and Questions Posed 

Introductory Questions to the Respondent 

(a) Please could you tell me what is your position in the company (job title). How long have 
you worked for SOMINCOR/ BERALT? What is your educational/ professional 
background? What are your functions in the company? What are your duties in the 
particular relationship? For how long have you been involved in the particular 
relationship? 

1. Context of the Buying Organization (SOMINCOR / BERALT) 

The Buying Organization 

(a) When was the company founded? When did the mining company start producing? What 
does your company produce? 

(b) Can you please provide an historical background of the mining company since the 
foundation years until present? 

(c) What is the present size of the organization? What is (at present and recent past) the total 
number of employees working at SOMINCOR / BERALT? What's the company's yearly 
turnover (for the past 5-10 years)? 

(d) What's the company's production (tons of mined ore and concentrates produced)? 
(e) What's SOMINCOR / BERALT's mission statement, goals and formulated objectives 

(short-term and long-term)? Have the company's goals and objectives varied throughout 
the years? If so, in which way? 

(f) What's SOMTNCOR / BERALT's organization chart? 
(g) How is the purchasing / sourcing function organized at SOMINCOR/ BERALT? In terms 

of decision-making would you say that purchasing/ sourcing is centralized or 
decentralized? Could you please explain. - (If possible provide the department's 
organizational chart). 

(h) What are the human resources allocated to the purchasing / sourcing department? What is 
their educational and professional background? 

(i) What's SOMINCOR / BERALT's purchasing expenditure per year (average values and 
possible discussion on potential yearly variations)! List out the purchases of different 
types of equipment, components, raw materials, etc. (use the categorization utilized by 
each company). 

• Raw materials % 
• Components % 
• Standard Equipment % 
• Capital Equipment % 
• Services % 
• Other % 

(j) How much is the purchasing expenditure of SOMINCOR/ BERALT in capital equipment 
for use in underground mining production? 
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Appendix I - Interview Guide for Buyers 
List of Themes and Questions Posed 

Demand Dynamics 

(a) Could you please describe the environment in which your company operates in terms of 
the number of actors (buyers and suppliers) operating in the industry {global perspective)! 

(b) How many direct competitors does SOMTNCOR / BERALT have (in a global 
perspective)? 

(c) What are the external contingencies that most affect the profitability of SOMINCOR / 
BERALT? (at present and in the past). Please elaborate on this (e.g., economic factors, 
political and legal factors, social factors, technological factors, others?). 

2. Common Context of the Focal Relationship 

(a) Could you please describe the environment of the relationship (SOMINCOR/BERALT with 
respective supplier under consideration) in terms of the number of actors (buyers and 
suppliers) operating in the industry? 
• The number and overall characteristics of major buyers of capital equipment in the 

country. 
• The number and overall characteristics of the suppliers of a certain type of capital 

equipment in the country. 
(b) What are the main similarities / differences among the actors (buyers and suppliers) active 

in the capital equipment market for use in mining operations? Could you please elaborate 
on your answer, (e.g., company size, mining production, type of capital equipment, 
product application, different uses for the same product, etc.). 

(c) Would you say that this market is stable or unstable? (Discuss in terms of potential 
variations that have occurred in the number of actors operating in the industry, price 
variations, existing products and variations, etc.) 

(d) Where are the main suppliers of capital equipment for use in mining operations located in 
the country? Where are the main buyers located? 

(e) When considering the purchases of capital equipment (for underground mining 
production), how many suppliers are there that can satisfy the needs of your company (in 
the country and globally)! 

3. Task Characteristics 

The Capital Equipment Characterization 

(a) What type of capital equipment does your company purchase from ATLAS/ SANDVIK? 
(b) Is this capital equipment important for SOMINCOR/ BERALT? In what way? Please 

elaborate. 
(c) Is this capital equipment technically complex (specifications, design, performance 

features, others)? 
(d) Are the capital equipment items usually standardized or customized? Why is that? Please 

elaborate on your answer. 
(e) What is the "common" monetary value (include range) associated with the purchases of 

capital equipment from ATLAS/ SANDVIK? Have there been strong variations 
throughout the years regarding this monetary value. Please explain. 

(f) It is easy or difficult to substitute the products provided by ATLAS/ SANDVIK by 
products supplied by other companies? Why is that? 
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Appendix I - Interview Guide for Buyers 
List of Themes and Questions Posed 

Buying of Capital Equipment 

(a) Could you please describe how SOMINCOR/ BERALT usually conducts the purchases 
of capital equipment from ATLAS/ SANDVTK? Which buying activities are commonly 
conducted? Have these buying activities always been conducted in this way? Have there 
been changes over time? Please elaborate on your answer. 

(b) Which departments / persons are commonly involved in the purchasing of capital 
equipment from ATLAS/ SANDVIK? Have there been changes over time? Please 
elaborate on your answer. 

(c) Regarding the capital equipment purchased from ATLAS/ SANDVTK who in the 
company usually: 

• initiates the purchasing process? 
• influences the purchasing decision and/or the use of the capital equipment? 
• takes the decision to buy? 
• uses the equipment? 
• controls the inflow and outflow of information concerning the purchase? 
• deals with all the documentation regarding the purchase? 

(d) {General character) When selecting suppliers of capital equipment does SOMTNCOR/ 
BERALT have any developed vendor rating system (other specific evaluation scheme)? If 
so, please describe it. 

(e) (General character) Could you please rate the relative importance of the following criteria 
when considering the selection of suppliers of capital equipment (for use in underground 
mining production) for SOMTNCOR / BERALT: Remark: The score 5 is the highest rate (greater 
importance) while 1 stands for the lowest rate (lesser importance). 

Supplier Selection Criteria 1 
lowest 

2 3 4 5 
highest 

Quality of the equipment 
Technical capability of the supplier 
Reputation / Credibility 
Financial stability 
Technical support (Assistance) 
Spare parts availability 
Price 
Delivery reliability 
Payment terms 
Guarantees 
Geographical proximity 
Training aids 
Performance history of the equipment 
After-sales support 
Past experience with supplier 
Compatibility of supplier's product with other 
purchased equipment/products (Mine) 
Confidence/trust in the sales representative 
Standardization of spare parts 
Others 

(f) (General character) What type of relationship does SOMTNCOR / BERALT usually 
establish with their suppliers of capital equipment? (transactions - short-term 
relationships - long-term relationships - networks) 
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Appendix I - Interview Guide for Buyers 
List of Themes and Questions Posed 

4. Interaction Processes (The Development of the Relationship) 

Exchange Processes 

(a) How old is the relationship between SOMINCOR / BERALT with ATLAS/ SANDVIK? 
(b) When did the first exchange of capital equipment occur? At that time, do you recall why 

ATLAS/ SANDVIK was selected as the supplier? 
(c) Throughout the years of the relationship how often has SOMTNCOR / BERALT 

purchased capital equipment from ATLAS/ SANDVIK? 
(d) Do you recall how many "exchanges" of capital equipment purchases have taken place 

between the companies during these past XX years? Can you describe these exchanges? 
(e) Can you estimate the total value of business (in terms of monetary value) that has 

occurred throughout the history of the relationship between SOMTNCOR/ BERALT and 
ATLAS/ SANDVIK? Have there been strong variations regarding the value of business 
throughout the years? Please elaborate. 

(f) What's the frequency of contacts between SOMTNCOR/ BERALT and ATLAS/ 
SANDVTK? (Who? — Frequency? — Topic?) Have there been strong variations in this 
pattern of contacts throughout the years of the relationship? Please elaborate. 

Adaptation Processes 

(a) Does ATLAS/ S AND VIK adapt it's product - capital equipment - to meet SOMINCOR/ 
BERALT'S specific requirements? (degree of customization - modifications in the 
specifications, design, etc. ?) Has the seller always done so throughout the years of the 
relationship? Please elaborate. 

(b) Are there special delivery policies concerning ATLAS/ SANDVTK towards SOMTNCOR/ 
BERALT (e.g. reducing delivery leads, priority)? Has it always been in this way? Please 
elaborate. 

(c) Does ATLAS/ SANDVTK hold a components and spare parts stock at SOMTNCOR/ 
BERALT's production site? (necessary for the smooth operation of the capital equipment 
and to avoid stand-by time) I f so, when did the seller start with this stock policy? 

(d) Does ATLAS/ SANDVTK provide training to SOMTNCOR/ BERALT's personnel 
regarding the capital equipment? Has the selling company always done so? 

(e) Does ATLAS/ SANDVIK provide proper technical assistance to the capital equipment 
purchased by SOMTNCOR/ BERALT? Please elaborate on the scope of this technical 
assistance and whether there have been changes throughout the years of the relationship. 

(f) Is ATLAS/ SANDVTK willing to exchange information with SOMINCOR regarding for 
example how similar equipment has "worked/operated" in other customers' mines? 
Introduction of more up-dated / models of capital equipment? Other type of technical 
information? Has it always been so throughout the years of the relationship? 

(g) Does ATLAS/ SANDVTK take the initiative to propose technical solutions for problems 
encountered by the customer (SOMTNCOR/ BERALT)? Has it always been like this? 

(h) Are there are special price reductions/discounts held by ATLAS/ SANDVIK towards 
SOMTNCOR/ BERALT? 

(i) Are there special payment terms between ATLAS/ SANDVTK and SOMINCOR/ 
BERALT ? 
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Appendix I - Interview Guide for Buyers 
List of Themes and Questions Posed 

(j) Has SOMINCOR / BERALT ever adapted in any way the production process to attend to 
the capital equipment supplied by ATLAS/ SANDVTK? If so, in what way? Please 
elaborate. 

(k) Has SOMINCOR/ BERALT adapted their functional routines in any other way to attend 
to the specific relationship held with ATLAS/ SANDVIK? If so, when and in which way? 
Please elaborate. 

Coordination Processes 

(a) Are there any special contractual arrangements / protocols / technical cooperation 
agreements between SOMLNCOR/BERALT and ATLAS/ SANDVTK? What is their 
scope and when were these established? 

(b) What type of formal documentation is exchanged between the two companies? (purchase 
orders, contracts, special agreements) How would you characterize the degree of 
formalization of this relationship? Is it commonly necessary to put things down in writing 
or are informal agreements common? Has it always been so? Please elaborate. 

(c) Is there any conjoint research and development project going on between the two 
companies? Have there been such R&D projects in the past? If so, when did they start and 
what is/was the common goal / objective? 

(d) Are there any special intranet links existing between the companies (e.g. EDI-
connections)? I f so, when were they established and what are the advantages 
/disadvantages of such connections? 

(e) Does SOMINCOR/ BERALT have any established control / monitoring follow-up system 
of ATLAS/ SANDVIK's performance as a supplier? 

5. The Outcomes of the Interaction Processes (The Development of the Relationship) 

(a) What are the technical / financial / other types of benefits that you assess that 
SOMTNCOR/ BERALT has obtained by having this relationship with ATLAS/ 
SANDVTK? Would you say that this relationship has been economically profitable? 

(b) Generically, would you say that you are satisfied/ dissatisfied with the relationship? Why 
do you affirm this state (of satisfaction / dissatisfaction)? Have you always felt this way? 
Why (or why not)? Please elaborate. 

(c) Does SOMINCOR / BERALT trust ATLAS/ SANDVTK? In what bases do you assess 
this tmst? In which issues would you say you have confidence in your relationship partner 
(respectively have mistrust in your relationship partner)? Do you believe that tmst is 
important in this business relationship? Please elaborate (past - present -future). 

(d) Is your company willing to continue the relationship with ATLAS/ SANDVTK? Why is 
that? Why do you think that this relationship has lasted during these years? 

(e) Do short-, medium-, or long-term contractual bonds exist between the companies? If so, 
what are they? 

(f) Does SOMINCOR / BERALT consider there are links between the companies that are 
difficult to dissolve? (product, process adaptations, technological investments, etc.) I f the 
relationship terminated, how do you assess that this disengagement would affect your 
company? 

(g) What are your views concerning the effectiveness of the relationship? (capability of the 
partners to attain common goals). 
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Appendix I I - Interview Guide for Seilers 
List of Themes and Questions Posed 

Introductory Questions to the Respondent 

(a) Please could you tell me what is your position in the company (job title). How long have 
you worked for ATLAS/ SANDVIK? What is your educational/ professional background? 
What are your functions in the company? What are your duties in the particular 
relationship? For how long have you been involved in the particular relationship? 

1. Context of the Selling Organization (ATLAS / SANDVIK) 

The Selling Organization 

(a) When was the company founded in Portugal? 
(b) Can you please provide an historical background of the selling company since the 

foundation years until present? 
(c) What is the present size of the organization? What is (at present and recent past) the total 

number of employees working at ATLAS/ SANDVIK? What's the company's yearly 
sales turnover (for the past 5-10 years)? 

(d) What is the company's business in Portugal? What products does the company sell? 
(e) What's ATLAS/ SANDVIK's mission statement, goals and formulated objectives (short-

term and long-term)? Have the company's goals and objectives varied throughout the 
years? If so, in which way? 

(f) What's ATLAS/ SANDVIK's organization chart? 
(g) How is the sales and marketing of capital equipment organized at ATLAS/ SANDVIK? In 

terms of decision-making would you say that the company is centralized or decentralized? 
Could you please explain. - (provide the company's organizational chart). 

(h) What are the human resources allocated to the sales and marketing of capital equipment at 
ATLAS/ SANDVJK? What is their educational and professional background? 

(i) What types of goods / products and industrial services are sold by ATLAS/ SANDVIK 
yearly (average values and possible discussion on potential yearly variations)? List out 
the sales of different types of equipment, components, services, etc. (use the 
categorization utilized by each company). 

• Components % 
• Standard Equipment % 
• Capital Equipment % 
• Services % 
• Other % 

Demand Dynamics 

(a) Could you please describe the environment in which your company operates in terms of 
the number of actors (buyers and suppliers) operating in the industry (national and global 
perspective)! 

(b) How many direct competitors does ATLAS/ SANDVIK have (in a national/ global 
perspective)! 

(c) What are the external contingencies that most affect the profitability of ATLAS/ 
SANDVIK? (at present and in the past). Please elaborate on this (e.g., economic factors, 
political and legal factors, social factors, technological factors, others?). 
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Appendix I I - Interview Guide for Sellers 
List of Themes and Questions Posed 

2. Common Context of the Focal Relationship 

(a) Could you please describe the environment of the relationship (ATLAS/ i -DVIK with 
respective buyer under consideration) in terms of the number of actors (buyers and 
suppliers) operating in the industry? 
• The number and overall characteristics of major buyers of capital equipment in the 

country. 
• The number and overall characteristics of the suppliers of a certain type of capital 

equipment in the country. 
(b) What are the main similarities / differences among the actors (buyers and suppliers) active 

in the capital equipment market for use in mining operations? Could you please elaborate 
on your answer, (e.g., company size, mining production, type of capital equipment, 
product application, different uses for the same product, etc.). 

(c) Would you say that this market is stable or unstable? (Discuss in terms of potential 
variations that have occurred in the number of actors operating in the industry, price 
variations, existing products and variations, etc.) 

(d) Where are the main suppliers of capital equipment for use in mining operations located in 
the country? Where are the main buyers located? 

3. Task Characteristics 

The Capital Equipment Characterization 

(a) What type of capital equipment does your company sell to SOMTNCOR/ BERALT? 
(b) Is this capital equipment important for SOMINCOR/ BERALT? In what way? Please 

elaborate. 
(c) Is this capital equipment technically complex (specifications, design, performance 

features, others)? 
(d) Are the capital equipment items usually standardized or customized? Why is that? Please 

elaborate on your answer. 
(e) What is the "common" monetary value (include range) associated with the sales of capital 

equipment to SOMINCOR/ BERALT? Have there been strong variations throughout the 
years regarding this monetary value. Please explain. 

(f) It is easy or difficult to substimte the products provided by ATLAS/ SANDVTK by 
products supplied by other companies? Why is that? 

Selling of Capital Equipment 

(a) Could you please describe how ATLAS/ SANDVTK usually conducts the sales of capital 
equipment to SOMTNCOR/ BERALT? Which selling activities are commonly conducted? 
Have these selling activities always been conducted in this way? Have there been changes 
over time? Please elaborate on your answer. 

(b) Which departments / persons are commonly involved in the selling of capital equipment to 
SOMTNCOR/ BERALT? Have there been changes over time? Please elaborate on your 
answer. 

(c) (General character) What type of relationship does ATLAS/ SANDVTK usually establish 
with their buyers of capital equipment? (transactions - short-term relationships - long-
term relationships - networks) 
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Appendix II - Interview Guide for Sellers 
List of Themes and Questions Posed 

4. Interaction Processes [The Development of the Relationship) 

Exchange Processes 

(a) How old is the relationship between ATLAS/ SANDVTK and SOMTNCOR / BERALT? 
(b) When did the first exchange of capital equipment occur? At that time, do you recall why 

ATLAS/ SANDVTK was considered and selected as the supplier? 
(c) Throughout the years of the relationship how often has ATLAS/ SANDVIK sold capital 

equipment to SOMINCOR / BERALT? 
(d) Do you recall how many "exchanges" of capital equipment have taken place between the 

companies during these past XX years? Can you describe these exchanges? 
(e) Can you estimate the total value of business (in terms of monetary value) that has 

occurred throughout the history of the relationship between ATLAS/ SANDVTK and 
SOMTNCOR/ BERALT? Have there been strong variations regarding the value of 
business throughout the years? Please elaborate. 

(f) What's the frequency of contacts between ATLAS/ SANDVTK and SOMTNCOR/ 
BERALT? (Who? —- Frequency? — Topic?) Have there been strong variations in this 
pattern of contacts throughout the years of the relationship? Please elaborate. 

Adaptation Processes 

(a) Does ATLAS/ SANDVIK adapt it's product - capital equipment - to meet SOMTNCOR/ 
BERALT'S specific requirements? (degree of customization - modifications in the 
specifications, design, etc. ?) Has your company always done so throughout the years of 
the relationship? Please elaborate. 

(b) Are there special delivery policies of ATLAS/ SANDVTK towards SOMTNCOR/ 
BERALT (e.g. reducing delivery leads, priority)? Has it always been in this way? Please 
elaborate. 

(c) Does ATLAS/ SANDVIK hold a components and spare parts stock at SOMTNCOR/ 
BERALT's production site? (necessary for the smooth operation of the capital equipment 
and to avoid stand-by time) I f so, when did your company start with this stockholding 
policy? 

(d) Does ATLAS/ SANDVTK provide training to SOMTNCOR/ BERALT's personnel 
regarding the capital equipment? Has the selling company always done so? 

(e) Does ATLAS/ SANDVTK provide proper technical assistance to the capital equipment 
purchased by SOMTNCOR/ BERALT? Please elaborate on the scope of this technical 
assistance and whether there have been changes throughout the years of the relationship. 

(f) Is ATLAS/ SANDVTK willing to exchange information with SOMTNCOR regarding for 
example how similar equipment has "worked/operated" in other customers' mines? 
Introduction of more up-dated / models of capital equipment? Other type of technical 
information? Has it always been so throughout the years of the relationship? 

(g) Does ATLAS/ SANDVIK take the initiative to propose technical solutions for problems 
encountered by the customer (SOMTNCOR/ BERALT)? Has it always been like this? 

(h) Are there are special price reductions/discounts held by ATLAS/ SANDVIK towards 
SOMTNCOR/ BERALT? 

(i) Are there special payment terms between ATLAS/ SANDVTK and SOMTNCOR/ 
BERALT ? 
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Appendix II - Interview Guide for Sellers 
List of Themes and Questions Posed 

(j) Has SOMINCOR / BERALT ever adapted in any way the production process to attend to 
the capital equipment supplied by ATLAS/ SANDVIK? If so, in what way? Please 
elaborate. 

(k) Has SOMTNCOR/ BERALT adapted their functional routines in any other way to attend 
to the specific relationship held with ATLAS/ SANDVIK? If so, when and in which way? 
Please elaborate. 

Coordination Processes 

(a) Are there any special contractual arrangements / protocols / technical cooperation 
agreements between ATLAS/ SANDVTK and SOMTNCOR/BERALT? What is their 
scope and when were these established? 

(b) What type of formal documentation is exchanged between the two companies? {purchase 
orders, contracts, special agreements) How would you characterize the degree of 
formalization of this relationship? Is it commonly necessary to put things down in writing 
or are informal agreements common? Has it always been so? Please elaborate. 

(c) Is there any conjoint research and development project going on between the two 
companies? Have there been such R&D projects in the past? If so, when did they start and 
what is/was the common goal / objective? 

(d) Are there any special intranet links existing between the companies (e.g. EDI-
connections)? If so, when were they established and what are the advantages 
/disadvantages of such connections? 

(e) Does ATLAS/ SANDVTK have any established control / monitoring follow-up system of 
their own (customer's, or overall) performance in the relationship with SOMINCOR/ 
BERALT? 

5. The Outcomes of the Interaction Processes (The Development of the Relationship) 

(a) What are the technical / financial / other types of benefits that you assess that ATLAS/ 
SANDVIK has obtained by having this relationship with SOMTNCOR/ BERALT? Would 
you say that this relationship has been economically profitable? 

(b) Generically, would you say that you are satisfied/ dissatisfied with the relationship? Why 
do you affirm this state (of satisfaction / dissatisfaction)? Have you always felt this way? 
Why (or why not)? Please elaborate. 

(c) Does ATLAS/ SANDVIK tmst SOMTNCOR/ BERALT? In what bases do you assess this 
tmst? In which issues would you say you have confidence in your relationship partner 
(respectively have mistrust in your relationship partner)? Do you believe that trust is 
important in this business relationship? Please elaborate {past - present-future). 

(d) Is your company willing to continue the relationship with SOMTNCOR/ BERALT? Why 
is that? Why do you think that this relationship has lasted during these years? 

(e) Do short-, medium-, or long-term contractual bonds exist between the companies? I f so, 
what are they? 

(f) Does ATLAS/ SANDVTK consider that there are links between the companies that are 
difficult to dissolve? (product, process adaptations, technological investments, etc.) I f the 
relationship terminated, how do you assess that this disengagement would affect your 
company? 

(g) What are your views concerning the effectiveness of the relationship? (capability of the 
partners to attain common goals). 
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