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ABSTRACT

This study applies a triadic perspective to business triads of an industrial buyer, its service
supplier and intermediary partners. The focus is on the structural, relational and cognitive
features of interpersonal interaction. The study also takes into account strategic level
interactions and interactions related to daily operations, thus providing insight into long and
short-term interactive processes. Dedicated contacts and the social bonds between them
provide important channels for both tacit and explicit information within and between the
organisations, specifically at the operational level. The study contributes to service purchasing
and supply literature by analysing complicated supply networks at the micro level, and by
providing concepts and models for the study of interactions in triadic contexts. Managerial
implications relate to the importance of creating trusting relationships within and between the
organisations. The longitudinal approach adds to our understanding of ongoing service
purchasing processes and the dynamism of business relationships.
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1. Introduction

Service purchasing is an ongoing process involving individuals at different organisational
levels in buyer and supplier firms (Crosby et al., 1990; Feiser et al., 2011; Grénroos, 2007;
Wang and Davis, 2008). Purchasing services is generally viewed as more challenging than
purchasing goods. There is increasing interest among academic researchers in service
purchasing (Baltacioglu et al., 2007; Tate et al., 2010), but comparatively little research has so
far been conducted on inter-organisational socialization processes that create relational value

in buyer-supplier relationships (Cousins et al., 2006).

Although three actors are often involved in service purchasing, since service provision is
increasingly outsourced to professional service providers, business relationships are generally
studied from a dyadic perspective. It was therefore decided to apply a triadic perspective in
this study to business relationships between an industrial buyer, its service supplier and
intermediary partners. The purpose of the study was to investigate interpersonal interaction in
business triads in service purchasing processes. The focus is on the interactions between
individuals at two levels: strategic and operational. The specific question addressed is: How

does social capital develop in business triads in the service purchasing and supply context?

The empirical setting of the study is corporate travel purchasing. Corporate travel is a
business consumption service focusing on individual employees (cf. Wynstra et al., 2006).
The supply side consists of a large network of suppliers, and a business trip with multiple
destinations usually involves several suppliers. Corporate travel buyers traditionally outsource
service delivery to a business travel agency to simplify the network, and to guarantee suitable
routes and rates for each trip. Corporate travel is generally the second or the third largest
controllable cost for a company (Upton, 2005), which makes it worth monitoring. The amount

of money spent on corporate travel-related services is increasing, while the resources



allocated to managing the purchasing are not increasing proportionally (cf. Ellram et al.,
2004; 2007). Corporations aim to decrease travel costs by reducing the cost per trip, not
necessarily by diminishing the number of trips (Aquilera, 2008), thus putting pressure on
efficient supply management. However, academic literature has paid little attention to

effective management of corporate travel (Gustafson, 2011; Zhang et al., 2009).

In business research, there has been comparatively little application of social capital theory
(Krause et al., 2006; Lawson et al., 2007). In this study, the structural, relational and cognitive
dimension of social capital, as defined by Nahapiet and Ghospal (1998), are applied in order
to understand interpersonal interactions in the core relationships. The study contributes to the
service purchasing and supply literature by analysing complex supply networks at the micro-
level, and by providing concepts and models for the study of interactions in triadic contexts.
The longitudinal approach adds to our understanding of ongoing service purchasing
processes. Managerial implications focus on the importance of interpersonal interaction and

trust creation between the firms and between the levels.

The study is organised in the following way. Section two sets the theoretical framework by
discussing interpersonal interaction and social capital in the organisational context, the
specific features of interactions in triads and in corporate travel purchasing. The third section
explains the research method and analysis procedures. Section four provides a description of
the case firms and the informants, and the corporate travel purchasing function. Section five
discusses the findings of the study. Finally, section six concludes the study, and discusses its

contributions and avenues for further research.

2. Literature review

2.1 Interpersonal interaction and social capital in business relationships



Relationships can be seen as processes including product, service, information, social and
financial exchanges develop over short-time episodes. These episodes lead, with time, to
institutionalisation, adaptation, and long-term relationships (Hakansson, 1982). Business
relationships are mainly established to manage financial transactions. However, organisations
are also social entities, and business relationships develop in interactions among the
individuals and groups of employees at different departments of the co-operating firms
(Brennan and Turnbull, 1999; Cousins et al., 2006; Cunningham and Turnbull, 1982). Social
exchange is important in building long-term relationships, and may exist between individuals
even without service or product exchange (Brito and Nogueira, 2009; Ford et al., 2010;
Hakansson, 1982; Price and Arnold, 1999). Networks of social relationships may also develop
a life of their own, even when they were initially established for task-related activities

(Marschan et al., 1996).

Social capital is a key term in the social network literature (Coleman, 1988), and it develops
in network relationships. Social capital is the “sum of the actual and potential resources
embedded within, available through and derived from the network of relationships ” (Nahapiet
and Ghoshal, 1998: 243). Nahapiet and Ghoshal (1998) divide social capital into three

dimensions: structural, relational and cognitive.

The structural dimension refers to the pattern of connections between parties, meaning simply
who you know and how you reach them to interact and communicate (Burt, 1992). Cousins et
al. (2006: 854) discuss ‘a formal socialization process’, which implies that there are
designated structures between buyers and sellers to communicate expectations and share
useful information and knowledge. The employees create social bonds that may range from
formal, organisational contacts to informal, personal ones (Perry et al., 2002; Sigala, 2007).

Social bonds imply positive relationships and joint practices between the partners, providing



access to resources and valuable information. Partners who develop the frequency and
interaction of multiple contacts at different levels and various functions allow the creation of a
social structure that benefits the involved parties in terms of the volume and diversity of
information (Villena et al., 2011). Early access to information may increase its value (Burt,

1992).

The relational dimension is the result of socialisation processes, i.e. the nature of personal
relationships that have been created through a history of interactions (Granovetter, 1992).
While the structural dimension impacts primarily on accessibility, the relational dimension
addresses the motivation to interact and exchange information (Nahapiet and Ghoshal, 1998).
Trust is a key aspect of social capital, and an important motivating factor for interaction.
Services are generally customised and people-intensive, and some level of trust is necessary
for an exchange to occur (Halinen, 1996; Knoppen and Christiansee, 2007; Liljander and
Strandvik, 1995). Personal relationships have the potential to apply powerful influences on
organisational buying behaviour and relationship management. Strong, trusting personal
relationships are used to solve problems and difficulties that arise during the service process

(Bennett and Gabriel, 2001; Blois, 1997).

Nahapiet and Ghoshal (1998) recognized that separating relational and structural dimensions
is challenging. Granovetter’s (1992) concepts of relational and structural embeddedness
explain the difference. The structural dimension implies social interaction within the actor’s
contacts in a specific social structure, which provides certain advantages. The relational
dimension refers to the resources embedded in the established relationships, including trust

(Tsai and Ghoshal, 1998).

The cognitive dimension of social capital describes “the resources providing shared

representations, interpretations and systems of meaning among parties” (Nahapiet and



Ghoshal, 1998: 244). In daily interactions, the cognitive dimension includes common codes
and languages, and shared narratives to make sense of information and to categorize it
(Coleman, 1988; Nahapiet and Goshal, 1998). The cognitive dimension facilitates a common
understanding of collective goals, which help the people involved to see the potential value of

information and resource exchange (Tsai and Ghoshal, 1998).

Social capital increases the efficiency of action and, in the form of high levels of trust, social
capital, reduces opportunism and costly monitoring processes (Burt, 1992; Cousins et al.,
2006; Putman, 1993). Social capital is owned mutually by the interacting parties. No one has
exclusive ownership rights, and it cannot be traded easily (Burt, 1992; Nahapiet and Ghoshal,
1998). Villena et al. (2011) call for more reflections related to the risks and potential negative
consequences associated with social capital. The creation and maintenance of specifically
relational and cognitive dimensions of social capital are costly (Nahapiet and Ghoshal, 1998),
and too little or too much social capital can hurt performance. For example, too much social
capital can lead to loss of objectivity, ineffective decision-making (Bendoly et al., 2010;
Granovetter, 1992; McFadyen and Cannella, 2004; Villena et al., 2011) and opportunism
(Granovetter, 1985), and obstruct an employee’s loyalty to his or her own company. Close
relationships between a key contact person and a client may be harmful if the contact person

leaves, and the client goes along to the new firm (Salmi, 2000).

2.2 Interaction in triads

Business relationships are generally studied from a dyadic perspective. Havila et al. (2004)
propose that the perspective should be extended to triadic in situations where social
interaction is one entity, i.e. when an increase in buyer-supplier interaction leads to decreasing

buyer-intermediary interaction, and vice versa.



Three actors are involved in many purchasing processes, for example in situations with a
buyer and two competing suppliers (Choi and Wu, 2009; Dubois and Fredriksson, 2008; Peng
et al., 2010; Wu and Choi, 2005; Wu et al., 2010), buyer, supplier and customer (Niranjan and
Metri, 2008; Rossetti and Choi, 2008; van de Valk and van Iwardeen, 2011), and two buyers
and a supplier (Choi and Kim, 2008). All outsourcing situations involve three actors. In the
manufacturing industry, the buyer may create barriers between suppliers and end-customers,
and continue to act as an intermediary. In a service context, in ‘service triads’ (van de Valk
and van Weele, 2011; van de Valk and van lvardeen, 2011), the buyer saves in administrative
costs by not being involved in service delivery, but there is a risk of losing control over the
purchasing. The buyer has to maintain close communication with the end customers and
obtain feedback concerning supplier performance (Li and Choi, 2009; van der Valk and van
Weele, 2011). Gadde and Hulthén (2009) noted that increasing interaction between the buyer

and service provider is beneficial to the outcomes of outsourcing.

In addition to the concept of social capital presented in the previous section, the social
network literature provides another frequently-used concept, the structural hole (Burt, 1992),
which demonstrates the lack of connection between actors that are not directly linked. The
concept is closely related to the concept of the bridge, which emphasises the advantages of
bridging two disconnected networks. A firm, or an individual occupying the bridge position is
likely to perform better because of superior access to information (Burt, 1992; Zaheer and
Bell, 2005). Given greater homogeneity within than between groups, people bridging the
structural holes between groups have earlier access to a wide diversity of information and
have experience in translating information across groups (Burt, 2004). Social network theory
also discusses the strength of the ties between the actors. Strong ties have higher levels of

closeness and mutuality than weak ties. Strong ties increase the likelihood of sharing sensitive



information, whereas weak ties provide access to a greater quantity and variety of information

(Granovetter, 1973).

The supply chain literature applies the concept of ‘a bride triad’ (e.g. Stern and El-Ansary,
1992) to relationships where buyer and supplier have indirect contact via the intermediary.
Havila (1996) classifies business triads into ‘serial triads’, and ‘unitary triads’ (see Fig. 1). In
these kinds of triads, all three actors interact directly on successive occasions. The difference
is in the nature of the relationship between the supplier and the customer, and the role of the
intermediary. In a serial triad, interactions occur mainly between customer and supplier, while
in a unitary triad, the division of work and the intermediary’s role are adapted to each current
situation (Havila, 1996). In different situations, a triad can act as a unitary triad, a serial triad

or a bridge triad, depending on the context (Holma, 2009).

PLEASE INSERT FIGURE 1 HERE

2.3 Corporate travel purchasing

Douglas and Lubbe (2006:1131) define corporate travel as “travel undertaken by the
employees of a particular organization that has a substantial travel volume and where travel
arrangements are generally managed and consolidated into a centralized function”.
Corporate travel can be classified as a business consumption service, where the service is
directed to individual employees (Wynstra et al., 2006), business travellers. Wynstra et al.
(2006) consider business consumption services a secondary support for the buyer’s business,
and Fizsimmons and Noh (1998) position business travel in the category of ‘low importance
service’. However, corporate travel is a significant support function in most international

corporations, which grows in importance when a firm internationalizes its operations. Social



capital is created in face-to-face interactions, specifically important in cross cultural

communication that requires travel (Aquilera, 2008; Faulconbridge et al., 2009).

Corporate travel purchasing is complex, with a large number of distribution channels selling a
perishable service whose pricing is constantly changing (Cohen, 2001). Complexity is added
by the number of suppliers involved in one single business trip with multiple destinations. In
companies with large travel budgets, service delivery is generally outsourced to an
intermediary, a business travel agency, which simplifies the supply network. However, both
buyers and suppliers agree that there should be a person in the buyer organisation with the
right to make decisions, and to take the responsibility of the travel management function
(Mayer, 2007; Rose, 2008). The function evolved in the 1990s as a combination of technology
and the willingness of airlines to negotiate corporate discounts (Rose, 2008). Industry reports
emphasise effective travel management programmes that help save travel costs, arguing, for
example, that travel budgets might be 25% higher without the efforts of a travel management
department (Runzheimer International, 2000). Senior management has realised that
considerable benefits can be achieved by applying greater management discipline. The
majority of companies worldwide now have corporate travel policies, or at least unofficial
policies of which employees are made aware (Douglas, 2008; Douglas and Lubbe, 2010;
Mason, 2002). Douglas and Lubbe (2009) propose two main sources of motivation for the
implementation of travel policies: first, to prevent travellers from over-spending and second,
to demonstrate that the company has a supplier management mechanism. The trend in the
majority of the companies is towards tighter policies, according to which business travellers
are not allowed make independent decisions regarding their business trips (Hall, 2000;

McCartney, 2008).
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3. Research method and analysis procedures

The current study is a case study of interpersonal interaction in the context of service
purchasing and supply. The exploratory nature of the research speaks for the case study
method. The study is based on abductive research, and characterized by systematic
combining, where the theoretical and empirical fieldwork and case analysis advance
simultaneously (Dubois and Gadde, 2002). In systematic combining, the context and
boundaries of the phenomenon are constructed progressively, as theory interacts with method
and empirical observations. Thus, the research object and its boundaries and context are
emergent and unfolding outcomes of the research process (Dubois and Araujo, 2007). The
study is longitudinal, and applies a retrospective processual approach (cf. Easton, 2010;

Halinen and Tdrnroos, 2005).

Gummesson (2000) argues that academic researchers give inadequate thought to the
importance of pre-understanding, in spite of the facts that it helps to understand the research
setting and all its nuances, and that the absence of it means that the researcher has to spend
considerable time gathering basic information. The author of the current study has extensive
professional experience from different positions in the business travel industry, and as an
active member of a buyer association. The author was also involved in developing a degree
programme in travel management at the Institute of Marketing in Finland, a nationwide
institution specialized in business education and in training and tutoring business travel
buyers and suppliers in the programme between 2003 and 2010. Employees from small, mid-
size and large companies took part in the education, and they were responsible for both
strategic and operational corporate travel functions. Discussions during the classes provided

an understanding of an individual’s role in the purchasing and supply processes. In written
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assignments, the students also analysed their own organisations’ corporate travel purchasing,

or their involvement in their clients’ purchasing processes.

This study applies an embedded single case design (cf. Griinbaum, 2007; Perry, 2001), with
several units of analysis in each case. The cases were selected using purposive sampling,
more specifically intensity sampling, which involves collecting information-rich cases that
have many examples of the phenomenon of interest, but not unusual or extreme cases
(Lincoln and Cuba, 1985; Patton, 1990). A travel manager of a large international industrial
enterprise was the starting point of the study. Small companies with small travel budgets
generally have no need to centralise and manage the travel function (cf. Douglas and Lubbe,

2006: 1131).

The travel manager provided access to the most important partners during the last six years:
three business travel agencies, two airlines and a hotel chain. Airline tickets are the largest
travel related costs, constituting more than 50% of the travel budget, followed by
accommodation costs. It was possible to conduct a retrospective longitudinal study, because
the same boundary spanning individuals had been co-operating for a long time (the individual
informants are presented in section 4.1). Furthermore, all the informants, at the time of

interviews, had more than 10 years’ experience in the travel industry.

The main empirical data used in this study was gathered in connection with a comprehensive
study of business triads in corporate travel purchase (Holma, 2009) with in-depth interviews.
The focus was on adaptations between three firms. The semi-structured interviews, which
lasted from 1 to 2.5 hours, were conducted in May-August 2005. Critical Interview Technique
based on Flanagan’s Critical Incident Technique (1954), and developed by Chell (2004) was
used. The technique is focused on events, explained in relation to what happened, why it

happened, how it was handled, and what the consequences were. The technique makes it
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possible to investigate major events and processes, and their outcomes in terms of perceived
effects. The aim is to understand the individual’s perceptions, and take into account cognitive,
affective and behavioral elements in the relationships. This technique, unlike unstructured
interviews, enables the researcher to probe deeply by asking, for example, what happened
next, why it happened, how it happened, and what the consequences were (Chell, 2004).
Interpersonal interactions led to a lot of discussion in the interviews, which was a motivation
to complement the data, and to conduct the current study. The author had continuous access
(Gummesson, 2000) to the case firms and informants, which made it possible to supplement
the data with phone conversations and informal conversations during the above-mentioned
educational programme.

Previous research on situations with three actors has studied separate dyads (e.g. Gutek et al.,
2002; Phillips Carson et al., 1997) and applied mathematical models (e.g. Khurana, 2002;
Madhavan et al., 2004), thus neglecting the complexity of service encounters. The current
study was inspired by the micronet approach (Halinen and Térnroos, 1998), where each of the
three dyads embedded in the triads is analysed in the context of the other two dyads to which
it is connected, and from both ends. Figure 2 visualises this quite complex research setting,

with the nine business triads, in which the 15 dyads (the bolded lines) are embedded.

PLEASE INSERT FIGURE 2 HERE

The analysis went on throughout the interview process (cf. Cepeda and Martin, 2005), and the
theoretical framework was modified. The interviews were transcribed, and a chronological
description of the cases was created. Within-case analysis provided a description of each side

of the relationship (cf. Yin, 2003). Each case was analysed in a three-stage interactive
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process: data reduction, data display, and conclusion-drawing (Miles and Huberman, 1994).
The data was triangulated by comparing the buyer, supplier and travel agency informants’

viewpoints (cf. Mdéllering et al., 2009).

4. Interpersonal interaction in corporate travel purchase — case study findings

This section is divided into three parts. The first presents the case firms and the informants.
Thereafter follows a brief description of the development of the industrial enterprise’s
corporate travel purchase, and the actual analysis of the dimensions in interpersonal

interaction.

4.1 The case firms and informants

The industrial enterprise concentrates its corporate travel to one agency at a time. During the
study period, the industrial enterprise first used a local travel agency, then changed to travel
agency 1, and later to travel agency 2. The same suppliers, airline A, airline B, and the hotel
chain, provided services to the industrial enterprise throughout the study period. Figure 3

illustrates the firms and the time line of the study.

PLEASE INSERT FIGURE 3 HERE

The travel manager of the industrial enterprise is responsible for travel purchasing. However,
her position requires a lot of travel, thus the travel manager herself is also a ‘heavy user’ of

corporate travel services, which provides her with the possibility of evaluating the services
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and the supplier performance ‘on the spot’. Another regular business traveller represents the

end customer.

The airline informants (the account manager and the sales director) and the hotel chain
informant (the sales manager) are the travel manager’s contacts, with whom the co-operation
is arranged. The general manager and the district manager represent travel agency 1, and the
Nordic manager, and the operation manager represent travel agency 2. The sales clerk was
employed by all the three agencies. She interacts with the corporate travellers regularly on a
daily basis. The informants represent the strategic and operational levels of the process. An
additional ‘level’ is that of the traveller (end customer). Some of the informants have multiple
roles in the corporate travel purchasing process because of their prior positions. Table 1
summarises (1) the informants, (2) the companies they represented at the time of the
interviews, (3) their former employers through which they were connected to the industrial

enterprise’s travel purchasing, and (4) the functional levels.

PLEASE INSERT TABLE 1 HERE

4.2 The development of the corporate travel purchasing process

The travel management process can be roughly divided into the sub-processes before, during,
and after the business trip. Figure 4 visualises the process and the involvement of the two
levels in focus in the analyses. At the strategic level, interpersonal interaction implies contract
negotiations and follow-up meetings, based on management reporting, analysis and reviews.
Purchasing strategy is defined in the travel policy, which also directs travel bookings to the
preferred suppliers. The operational level involves supply management and the daily

interactions when arranging business trips, payment and travel settlement procedures. The
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interaction between these two levels is essential to implementation of purchasing strategies in

practise.

PLEASE INSERT FIGURE 4 HERE

At the beginning of the study period, the industrial enterprise relied on the local travel agency
for travel bookings. Travellers and secretaries made practical travel arrangements with a local
travel agency that forwarded the bookings to the suppliers. Sometimes travel was arranged
directly with the suppliers. No one at the industrial enterprise was primarily responsible for
travel purchase. There were unofficial agreements between the directors of the firms, based on
personal relationships. Business travel was small scale, and as the travel manager puts it “...it

was very much about personal relationships with the partners”.

Owing to internationalisation and thereby increased corporate travel, the industrial enterprise
embarked on an extensive cost-cutting campaign, and appointed a travel manager to organise
travel purchasing. She chose travel agency 1 as a new partner, because the local agency was
did not offer global coverage. The new travel agency partner hired the local travel agency’s
clerks and, at the travel manager’s request, established an in-house travel office on the
premises of the industrial enterprise. All travel bookings were directed to this office, and
travellers were not allowed to book directly with the suppliers. At the strategic level, the
travel agency’s personnel were left out of the communication loop between the industrial

enterprise and the suppliers.

Development of the new technology changed the interaction patterns radically, and travel
agency 1 was not able to keep pace with these developments. The industrial enterprise was

pleased with their operational functions, but not with their strategic decisions, or to their
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ability to act for the industrial enterprise’s best interests in the long-term. The travel manager
negotiated a contract with travel agency 2, and ended the relationship with travel agency 1.
Once more, the clerks followed the industrial enterprise. The development of the internet
meant direct access for suppliers. The airlines saw opportunities to save on distribution costs
by bypassing travel agencies. At the same time, rate structures changed, and travel purchasing
became extremely complicated. The travel manager decided to continue cooperation with the
travel agency, instead of starting to ‘surf the internet’ independently, as the travel manager
puts it. The industrial enterprise relied on the travel agency’s professionalism to find the most

suitable alternatives for each business trip.

At the operational level, technology practically replaced interpersonal interactions with the
suppliers. The travel agency developed self-booking tools in co-operation with the suppliers
and the buyers. These tools provide the buyers, not only with a booking tool, but also with
support for cost control and supplier management. The end customers have two options for
booking their travel for simple trips, to book return tickets using the self-booking tool, and for
complicated travel to use the travel agency clerks. There is no need for interpersonal
interaction in simple bookings. However, complex travel with multiple destinations may

include several conversations, either on the phone, or face-to-face.

4.3 Dimensions of interpersonal interaction

This section discusses interpersonal interaction in the core business triads by applying the
structural, relational and cognitive dimensions of social capital introduced by Nahapiet and
Ghoshal (1998). The study period is divided into three phases: triads with the local travel
agency, triads with travel agency 1, and triads with travel agency 2. Each dimension includes

analysis of both strategic and operational level interaction. There was no remarkable
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difference in interactions with the three suppliers. Consequently, to simplify the analyses, the

suppliers are not addressed individually.

4.3.1 Structural dimensions

The structural dimension refers to the connections between parties, i.e. they interact and
communicate (Burt, 1992). Interactions between the boundary spanning individuals of the
firms are further divided into four dimensions (1) interaction patterns, (2) dyadic and triadic
interactions, (3) direct and indirect interactions, and (4) interactions between the strategic and
operations levels. These dimensions are discussed below, and summarised in Figures 5, 6, 7

and 8.

4.3.1.1 Interaction patterns

Interaction patterns refer to the development of the social structures between the case firms.
At the strategic level, interactions developed from non-existent to interactions in industrial
enterprise - supplier dyads, and finally also interactions with the travel agency (see Fig. 5). At
the operational level, the development was quite the opposite: beginning with interactions
among all the three firms, to industrial enterprise — travel agency, and travel agency — supplier
interactions. Finally, operational level interactions only occurred between the industrial

enterprise and the travel agency.

PLEASE INSERT FIGURE 5 HERE

4.3.1.2 Dyadic and triadic interactions
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At the strategic level, and with travel agency 1, interactions occurred in one of the dyads (see
Fig. 5). With travel agency 2, there were situations where three actors negotiated around the

same table, as the following quote indicates:

...we quite often gather together, the travel agency’s manager, the travel manager,
and me. We do not directly negotiate fares, but we discuss how the co-operation

could be realised regarding some specific issues. (Airline A, account manager)

At the operational level, the interactions advanced from three dyads to two dyads, and finally

to one dyad. Fewer interpersonal interactions were needed because of self-booking.

4.3.1.3 Direct and indirect interactions

All the case firms and the individuals are connected to the industrial enterprise’s travel
purchasing process, either directly, or indirectly. Direct interaction among all the three actors

occurred in two situations:
1. Atthe operational level in the triads with the local travel agency, and
2. At the strategic level in the triads with travel agency 2.

However, there were differences in the timing of the interactions. At the operational level, the
interactions were sequential. The general practise was that the local travel agency forwarded
bookings to the suppliers. Confirmation of the travel arrangements proceeded in reverse. This
situation can be compared to bridge triad interaction (Stern and El-Ansary, 1992). With travel
agency 2, at the strategic level the interactions were simultaneous, and the triad acted as a
unitary triad (cf. Havila, 1996), because the travel agency’s role changed from ‘a ticket
dealer’ to ’a consultant and a technology provider’, as the general manager of travel agency 1

put it.
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There were two situations with indirect interaction, such as interactions in serial triads

(Havila, 1996).

1. At the strategic level, travel agency 1 interacted indirectly with the industrial enterprise

and suppliers, as the following quote illustrates:

When service suppliers started to negotiate deals directly with the client [the industrial
enterprise], we in the travel agency felt a little like outsiders. We did not communicate
with the service suppliers any more. In some companies, the travel agency takes part
in the negotiations, but in our case it was not so. We just found out later on what they

had agreed, but we didn’t take part in the meetings. (Travel agency, district manager)

2. At the operational level, travel agency 1 had direct interaction with the industrial
enterprise, and with the suppliers. Because the travellers were not allowed to book directly
with the suppliers, there were no interactions between the suppliers and the industrial

enterprise.

4.3.1.4 Interactions between strategic and operational levels

At the beginning of the study period there was transactional purchasing, where practically all
interpersonal interaction occurred at the operational level (see Figure 6). Occasionally,
travellers or their secretaries booked travel directly with the suppliers. These interactions were
less regular. Thus, there were two kinds of interactions: (1) regular bridge triad interactions:
traveller - travel agency clerk - suppliers’ sales clerk, and (2) dyadic, and less regular traveller

- supplier interactions.

PLEASE INSERT FIGURE 6 HERE
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Travel agency clerks mediated a great deal of information between the two levels (see Fig. 7).
For example, the travel agency clerks were important in implementing the new travel policy
during the transition period, and in communicating the cost-saving measures to the travellers.

They were also an important feedback link:

They [travellers] know how things work, or don’t work. We [travel agency clerks] get
a lot of feedback, which is good, thanks to our long lasting relationships. It is easy for

them to give us feedback, both positive and negative. (Clerk)

The dotted arrows visualise the less regular interactions across the levels.

PLEASE INSERT FIGURE 7 HERE

When the new booking technology was implemented, interpersonal interaction with the
suppliers disappeared at the operational level, and the bridging role became even more

central, as Figure 8 illustrates.

PLEASE INSERT FIGURE 8 HERE

4.3.2 Relational dimension

The relational dimension refers to the motivation to interact and exchange information

(Nahapiet and Ghoshal, 1998). At the operational level, trust developed naturally between the
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travel agency clerks and the travellers, without formal contracts. The clerks were particularly

important specifically during the transition period, as this supplier informant emphasises:

The contacts | have with the people who sit there [business travel agency clerks in the
industrial enterprise’s premises] are extremely important. It is very good that they

stayed when the new travel agency took over. (Airline A, manager)

The trusting relationships between the clerks and the travellers were also important for
strategic level decisions. However, the travel manager emphasises the importance of the
buyer’s professionalism, and the understanding of the specific conditions of the travel

industry:

we [at the industrial enterprise] have to understand what they [at the business travel
agency] are talking about so that we can commit ourselves...it is good to have good

co-operation, but it can’t be based on their understanding only. (Travel manager)

4.3.3 Cognitive dimension

The cognitive dimension refers to the sharing of contexts among the actors to obtain common
language, codes and shared narratives (Nahapiet and Ghoshal, 1998). At the strategic level,
the information exchanged at the first negotiations provided the foundation for understanding

the common goals:

It was good when the client [the industrial enterprise] got a travel manager who said
how they would like to have it, what was good and what was not good. She had

suggestions of how to make it easier for them to work. (Airline B, director)
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All the parties not only got to know the partner company, but also the person they were

cooperating with, as the following quote indicates.

When the situation is challenging, there is a lot of discussion... It is not only about
signing your name on the paper, there are a lot of discussions, which strengthen the

relationships, including personal relationships. (Hotel chain sales manager)

At the operational level, the in-house office provided a physical context for face-to-face
interaction. Being located on the buyer’s premises facilitates getting to know the customers.
The district manager describes the clerk’s relationships with the employees at the industrial

enterprise in the following way:

My girls (the clerks) were treated as if they belonged to the industrial enterprise’s
personnel, because they were sitting there in the in-house office. Sometimes it felt as
if they were on the staff of the client, and sometimes they were not know sure they

belonged. (Travel agency 1, district manager)

Understanding the customer’s needs is crucial in daily operations. According to the travel
manager, knowledge of the buyer’s travel patterns and of the individual travellers travel habits

is essential. This kind of information is not always documented:

They [travel agency clerks] understand our travel needs, which are very demanding...
We don’t want to be served by a call center with 2000 clerks who serve all the
clients. They do not understand the difference between our board members’ and the
mechanics’ travel needs...we need to have a certain number of clerks who know our
company extremely well, they have to know the places we are travelling to, the

factories, and so on. (Travel manager)

Technology provided new opportunities to develop services and service processes, and to

exchange information. However, all the parties agree that technology cannot replace human
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interaction. For example, the suppliers emphasised the importance of information meetings,

where their representatives were able to meet the travellers.

5. Discussion

In the service purchasing context, studies including three actors became increasingly
important, for reasons having to do with outsourcing. Outsourcing service purchasing
involves always three actors. The roles of the actors, and the relationships between them
change during the outsourcing process (see e.g. Lee and Choi, 2009; van der Valk and Van
Ivardeen, 2011). Most business consumption services are contracted by the buying
organisation, and used by many individual employees. Thus, purchasing business
consumption services requires internal interaction and communication in addition to

interaction with the external cooperating partners.

Villena et al. (2011: 563) emphasise the importance of multiple connections at different levels
and various functions in order to create a social structure with different contact points for
exchange of diverse information. The current triads include multiple connections with both
dyadic and triadic interactions. Triadic interactions include sequential and simultaneous
interactions. At the strategic level, the travel agency’s increasingly important role encouraged
simultaneous triadic interactions and open information exchange among the three partners.
Furthermore, social interaction was noted as one entity (cf. Havila et al., 2004) between the
two levels. The more operational level interactions, the fewer interactions were noticed at the
strategic level, and vice versa. For example, when the suppliers’ operational level

disappeared, there was more strategic level interaction.

The current case study confirms the prior findings of trust being an important promoter of

continuous interaction (see e.g. Inkpen and Tsang, 2005; Nahapiet and Ghoshal, 1998; Villena
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et al., 2011). The most enduring relationships were developed with the travel agency clerks,
who were trusted throughout the study period, both by the travellers and by the strategic

decision-makers.

Physical access is a prerequisite to the creation of cognitive social capital to contribute to a
profound understanding of the goals of cooperation, despite the possibilities the technology

provides, as the general manager of the travel agency puts it:

...itis still a human being doing this work. The internet has not reduced the need
for personal relationships or the interactions between human beings. Quite on

the contrary, it has even increased this need. (Travel agency 1, manager)

The in-house travel office on the client’s premises enhanced close relationships and open

information exchange.

A negative consequence of social capital creation from the travel agencies’ point of view was
the travel agency clerks’ loyalty to the industrial enterprise, which exceeded their loyalty to
their employer (cf. Salmi, 2000). From the industrial enterprise, and suppliers’ perspective,

this loyalty was, of course, helpful in the transition processes.

Previous research maintains that social interactions and overly close relationships between
decision-makers at partner firms may have a negative influence on the businesses (Bendoly, et
al., 2010; Granovetter, 1992; Villena et al., 2011). The travel manager agrees, and argues

against overly close partner relationships:

You are not asked to come along on a skiing trip because you a nice guy, but
because they [suppliers] want you to sign the contract. If you sign the contract

because of the trip, you are totally useless to your employer. (Travel manager)
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Because of the long relationship and multiple level interactions, the travel agency clerks
served as the bridge between the strategic and operational levels. The travellers had regular
interactions with the clerks were regular, and strong ties with them developed, which
enhanced information exchange regarding supplier performance. These interactions helped in
implementing the travel policy and provided feedback on its applicability. Furthermore, the
clerks had not only had contacts with the preferred suppliers, but also with a number of other
suppliers, thus having a number of weak ties that provided access to a greater quantity and
variety of information (cf. Granovetter, 1973). For the travel manager, it was important also to
exchange information with other actors outside the triads. She emphasised training and
benchmarking in order to understand the industry. She did not rely solely on the preferred

partners, and was prepared to change partners if the relationship stagnated.

The current study provides an example of how the boundaries of the firms may fade in close
cooperation. The triads do not exist solely between the firms, or between the employees of the
cooperating firms. The triads can form ‘quasi-organizations’ (cf. Hakansson and Ford, 2002)
between, for example the travel agency — clerk — travel manager, clerk — traveller — travel

manager, and supplier — clerk — traveller.

6. Summary, conclusions and implications

Based on the purchasing and supply literature, and the industrial network approach, this case
study investigates interpersonal interactions between an industrial enterprise, its travel agency
and service supplier partners. Cooperation involves two main levels: the operational level
with travel arrangements and supplier management, and the strategic level where the
purchasing strategy and process development are defined. The longitudinal case study covers

the industrial enterprise’s relationships with three different travel agency partners, and three
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preferred suppliers. The longitudinal case study reveals that interpersonal interaction takes on
different features each time the industrial enterprise changes the travel agency partner, which
occurs due to changes in the business environment. Interpersonal interaction is analysed with
the help of the three social capital dimensions (Nahapiet and Ghoshal, 1998): structural,
relational and cognitive. These dimensions are interrelated; social structures are necessary for
relational communication and information exchange. The relational dimension enhances long-
term cooperation, and the cognitive dimension is a prerequisite for commitment to common

goals.

6.1 Theoretical contributions

This study has several dimensions. First, it investigates cooperation in triadic constellations,
which is still scarce, specifically in the service purchasing context. Second, the study
addresses both the purchasing and supply sides, and thus provides multiple perspectives on
the purchasing processes. Third, the importance of multiple connections is emphasised by
including two interaction levels in the study, operational and strategic. The findings contribute
to the service purchasing and supply chain literature by analysing complex supply networks at
the micro-level, when it comes both to the triad as part of a larger network, and individuals in
the triads. For relationship marketing and management, and for purchasing and supply

researchers, the study provides concepts and models for the study of interaction in triads.

The longitudinal approach adds our understanding of ongoing service purchasing processes,
thus contributing to relationships dynamism research (cf. Halinen et al., 1999). Li and Choi
(2009) noticed that in service outsourcing, the relationship structures between three actors are
more dynamic than those in the manufacturing industries. Thus, the longitudinal approach is

important specifically in service purchasing and service outsourcing contexts. Furthermore,
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the study also takes into account, in addition to strategic level interactions, interactions related
to daily operations, thus providing insights into short-time interactive processes (cf.

Holmlund, 2004).

6.2 Managerial implications

The importance of interpersonal interaction between firms and between levels is highlighted.
Dedicated contact representatives who have the knowledge of processes and services are
valuable. The social bonds that develop between the individuals provide channels for
information exchange. At the operational level, exchange of tacit information is essential. It is
also important to create trust and commitment both with the counterparts and with employees

of the corporation.

Technology provides new opportunities for purchasers and suppliers. However, technology
cannot replace all personal contacts. Employees still need face-to-face communication.
Corporate travellers travel to meet their counterparts, even though some of the communication
occurs with the help of video and internet conferences. Also organising corporate travel
requires interpersonal interaction, despite self-booking possibilities. Interpersonal interaction
creates understanding of common goals. In situations where purchases are arranged via an
intermediary, the power may shift from the buyer to the supplier (Li and Choi, 2009). Close
cooperation with the intermediary may eliminate this risk, but does not free the buyer from

the obligation to communicate with the suppliers and the end-users to monitor the purchase.

6.3 Limitations and further research
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This case study is limited to one specific service industry, and one specific business
consumption service. Findings from other service industries with triadic relationships could
bring out new aspects, and give additional value to the research. Furthermore, the core triads
consist of an industrial enterprise, its service supplier and travel agency partners. These actors
have their own roles, and beyond the common goal, they have their own goals, which may
even be conflicting. Thus, in another context, with a different triadic setting, interpersonal
interaction may have different features. Including different industries in one study would also
be useful. However, investigating business triads may be complicated, specifically if several

levels of interaction are included.

Trust is a widely researched concept in business research. However, trust is generally
regarded as a dyadic concept, even though the assumptions of the counterpart’s
trustworthiness may be formulated by a third party’s judgment (Svensson, 2004). The
findings of this study might be deepened by studying trust in the triads at the
interorganisational and at the interpersonal level, and between different hierarchical levels of

the partner organisations.

Methodologically, when time allows, an ethnographic, or an action research approach could
be conducted (cf. Brennan and Canning, 2003), or a longitudinal research project with
analysis of data collected at different points of time. The qualitative case study approach
applied in the current study does not allow for the measurement of the interactions, or

evaluation of their quality and output. These topics also call for further research.
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Unitary triad Serial triad Bridge triad

[ ] = more intense interaction; e = less intense interaction

A = customer; B = intermediary; C = supplier

Fig. 1: Different types of triad interactions. (Sources: Havila, 1996; Stern/El-Ansary, 1992)
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Dyadic: One dyad

Direct and
indirect
interactions

Industrial enterprise

/\

Supplier Travel agency

Sequential dyadic
interactions

Industrial enterprise

Supplier Travel agency

=== = direct interactions
— = indirect interactions

Industrial enterprise

Travel agency
== = direct interactions
— =indirect interactions

Fig. 5: Structural dimension of interpersonal interactions.
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Fig. 6: Interpersonal interaction in industrial enterprise — local travel agency — supplier triads.
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Fig. 7: Interpersonal interaction in industrial enterprise — travel agency 1 — supplier triads.
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Fig. 8: Interpersonal interaction in industrial enterprise — travel agency 2 — supplier triads.



Table 1: The informants and their connections to the corporate travel purchasing process.

Informant

Present employer

Former employer

Functional level

1. Travel manager

Industrial enterprise

Strategic
End customer

2. Traveller Industrial enterprise End customer

3. Clerk Travel agency 1 Operational
Travel agency 2 | Operational
Travel agency 3 | Operational

4. General manager Travel agency 2 Strategic

5. District manager Travel agency 2 Strategic
Travel agency 1 | Operational

6. Nordic manager Travel agency 3 Strategic

7. Operations manager | Travel agency 3 Strategic

8. Account manager Airline A Strategic
Airline A Operational

9. Sales director Airline B Strategic

10. Sales manager Hotel chain Strategic
Hotel chain Operational
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