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SUMMARY

The e x p o r t in g  arrangem en t which makes use o f  o v e rs e a s  

d i s t r i b u t o r s  i s  examined in  t h i s  d i s s e r t a t i o n .  T h is  method o f  

f o r e i g n  m arket e n t r y  and o p e r a t io n  i s  w ide ly  em ployed , being  of 

p a r t i c u l a r  s i g n i f i c a n c e  to s m a l l e r - s i z e d  m a n u fa c tu re r s ,  and th o se  

r e l a t i v e l y  new to  i n t e r n a t i o n a l  m a rk e t in g .  However, a l th o u g h  

much in  e v id e n c e ,  con ce rn s  a re  e x p re ssed  about perform ance l e v e l s  

which a r e  ach iev ed  under such a r ra n g e m e n ts .  T h is  q u e s t io n  of 

perform ance i s  th e  c e n t r a l  i s s u e  ex p lo re d  in  t h i s  r e s e a r c h .

In  the  f i r s t  p a r t  of th e  t h e s i s ,  th e  argument i s  made t h a t  a 

s t ro n g  l i n k  e x i s t s  between th e  perform ance l e v e l  a t t a i n e d  and th e  

v e ry  n a tu re  of th e  m a n u fa c tu re r  -  o v e r s e a s  d i s t r i b u t o r  

r e l a t i o n s h i p *  In o th e r  w ords, i f  a p a r t i c u l a r  kind of 

r e l a t i o n s h i p  i s  d ev e lo p e d ,  e x p o r t  su ccess  i s  more l i k e l y  to  

o c c u r .  Such a f in d in g  would be of obvious i n t e r e s t  to f irm s  

in v o lv ed  in  t r a d in g  a rrangem en ts  of t h i s  k i n d .

The second p a r t  of th e  t h e s i s  fo l lo w s  l o g i c a l l y  from th e  

f i r s t .  H ere , f a c t o r s  t h a t  h e lp  to  shape th e  m a n u fa c tu re r  -  

o v e rse a s  d i s t r i b u t o r  r e l a t i o n s h i p  i t s e l f  a re  c o n s id e r e d .  I t  i s  

a s s e r t e d  th a t  the  c h a r a c t e r i s t i c s  of such r e l a t i o n s h i p s  a re  

them se lves  a s s o c i a t e d  w ith  t h r e e  f irm  and e n v i ro n m e n t - r e l a t e d  

f a c t o r s .  Thus, (1 )  th e  s ta k e  th e  two companies have in  th e  

r e l a t i o n s h i p ,  (2 )  t h e i r  i n t e r n a t i o n a l  t r a d in g  e x p e r ie n c e ,  and 

(3 )  th e  u n c e r t a i n t y  t h a t  su rro u n d s  th e  t r a n s a c t i o n  p r o c e s s ,  a re  

each he ld  to  shape th e  m a n u fa c tu re r  -  o v e rs e a s  r e l a t i o n s h i p .



ix

The s tu d y  i s  based on d a ta  c o l l e c t e d  in  42 com panies -  21 

Canadian m a n u fa c tu re rs  and t h e i r  21 U.K. d i s t r i b u t o r s .  The 

r e s e a r c h  f in d in g s  l a r g e l y  c o r r o b o r a t e  th e  t h e s i s  advanced , and 

p ro v id e  u s e f u l  e m p i r ic a l  ev idence  about t h i s  im p o r ta n t  e x p o r t in g  

a r ra n g e m e n t .



CHAPTER 1

NATURE AND SCOPE OF 
THE STUDY

1.1 INTRODUCTION

A w id e ly  employed i n t e r n a t i o n a l  t r a d in g  a r ran g em en t i s  

examined in  t h i s  d i s s e r t a t i o n .  For ease  of r e f e r e n c e ,  and in  

view o f th e  b u s in e s s  o r g a n iz a t i o n s  in v o lv e d ,  t h i s  i s  termed the  

" m a n u fa c tu re r  -  o v e rse a s  d i s t r i b u t o r "  a r ra n g e m e n t .  This i s  an 

a t t r a c t i v e  a r ran g em en t fo r  th e  m a n u fa c tu re r  or d i s t r i b u t o r  

i n t e r e s t e d  i n  expanding i t s  o p e r a t io n s  i n t e r n a t i o n a l l y .

By a p p o in t in g  an "o v e rse a s  d i s t r i b u t o r , "  th e  m a n u fa c tu re r  

g a in s  r e l a t i v e l y  easy  e n t ry  and lo w -c o s t  r e p r e s e n t a t i o n  in  a 

f o r e ig n  m arke t o f  i n t e r e s t .  As the  m a n u f a c tu r e r ' s  f o r e ig n  

a s s o c i a t e ,  t h e  d i s t r i b u t o r  g a in s  a new and im ported  p roduc t l i n e  

to  add to  th o se  a l r e a d y  c a r r i e d .  H o p e fu l ly ,  t h i s  new l i n e  of 

p ro d u c ts  w i l l  do w e l l  in  th e  f o r e ig n  m a rk e t ,  so t h a t  b o th  

m a n u fa c tu re r  and d i s t r i b u t o r  ea rn  s a t i s f a c t o r y  r e t u r n s .  S u ccess ,  

however, i s  by no means c e r t a i n ,  because  a p r o d u c t ' s  p e n e t r a t i o n  

o f  a  f o r e ig n  m arke t i s  a f f e c t e d  by many f a c t o r s .

The argum ent made h e re  i s  t h a t  the  v e ry  r e l a t i o n s h i p  the  

m a n u fa c tu re r  and o v e rs e a s  d i s t r i b u t o r  develop  i s  a key f a c t o r  

a f f e c t i n g  s u c c e s s .  O ther im p o r ta n t  f a c t o r s  a re  r e c o g n i s e d ,  fo r  

exam ple, p ro d u c t  q u a l i t y  and p r i c e  c o m p e t i t iv e n e s s ,  bu t i t  i s  

he ld  t h a t  th e s e  w i l l  count fo r  l i t t l e  u n le s s  th e  u n d e r ly in g



n a t u r e  of the  m a n u fa c tu re r  -  o v e r s e a s  d i s t r i b u t o r  (M-D) 

r e l a t i o n s h i p  e x h i b i t s  c e r t a i n  c h a r a c t e r i s t i c s .  T h is  m a t te r  i s  

expanded upon l a t e r .

I f  i t  can be dem onstra ted  t h a t  a l i n k  e x i s t s  between th e  

n a tu r e  of the  M-D r e l a t i o n s h i p  and f o r e ig n  m arke t s u c c e s s ,  a 

l o g i c a l  n ex t q u e s t io n  i s :  what f a c t o r s  shape th e  M-D

r e l a t i o n s h i p ?  This  i s  th e  d i r e c t i o n  ta k en  in  the  second p a r t  of 

th e  r e s e a r c h ,  where i t  i s  he ld  t h a t  v a r io u s  f i rm  and env ironm en t-  

r e l a t e d  f a c t o r s  a f f e c t  the  r e l a t i o n s h i p .  Again t h i s  argument i s  

developed  l a t e r .

This  i n t r o d u c t i o n  e s t a b l i s h e s  the  g e n e ra l  scope of the  

r e s e a r c h  u n d e r ta k e n ,  which i s  shown d ia g ra m m a t ic a l ly  in  F ig u re  

1 -1 .  As can be se e n ,  the  t h e s i s  advanced co n ce rn in g  the  M-D 

t r a d in g  arrangem ent i s  in  two p a r t s .  I t  i s  argued  t h a t  (1 )  

f o r e ig n  m arket su ccess  ( o r  ex p o r t  perfo rm ance)  i s  in  p a r t  

e x p la in e d  by th e  n a tu re  of the  M-D r e l a t i o n s h i p ,  and t h a t  (2 )  th e  

M-D r e l a t i o n s h i p  i s  i t s e l f  shaped by c e r t a i n  f irm  and 

e n v i ro n m e n t - r e l a te d  f a c t o r s .  This i s  an im p o r ta n t  and d e s e rv in g  

f i e l d  fo r  s tu d y ,  as i s  now e x p la in e d .

1.2  JUSTIFICATION FOR THE STUDY

A number of re a so n s  p o in t  to th e  m e r i t  of a s tu d y  of the  M-D 

i n t e r n a t i o n a l  t r a d in g  a r ran g em en t .  To b eg in  w i th ,  t h i s  i s  a 

s i g n i f i c a n t  form of t r a d in g  a c t i v i t y .  A ccording to one so u rc e ,  

" th e  m a jo r i t y  o f  ex p o r t  s a l e s  in  the  f r e e  world today  a re  

conducted  th rough  in d ep en d en t d i s t r i b u t o r s "  (B u s in e s s  

I n t e r n a t i o n a l  no d a t e ,  p . l ) .  Thus, o v e rs e a s  d i s t r i b u t o r s  a re  a



Figure 1-1

THE RESEARCH THESIS 
IN BRIEF

P a r t  One

E xport
perfo rm ance

Firm and environm ent 
f a c t o r s

N atu re  of th e  
m a n u fa c tu re r  -  
o v e r s e a s  d i s t r i b u t o r  
r e l a t i o n s h i p



c r u c i a l  f a c t  of l i f e  fo r  many m a n u fa c tu re r s  o p e r a t in g  in  the  

i n t e r n a t i o n a l  m a rk e tp la c e .  Yet d e s p i t e  t h i s  s i t u a t i o n ,  th e  

w r i t e r  has been unab le  to  f in d  any th o rough  s tu d y  of t h i s  t r a d in g  

a r ra n g e m e n t .  This a p p a re n t  d e f i c i e n c y  in  th e  l i t e r a t u r e  p ro v id es  

a f i r s t  and g e n e ra l  re a s o n  f o r  the  c u r r e n t  s tu d y .

While a l l  s i z e s  of m an u fa c tu r in g  f irm  use  o v e rs e a s  

d i s t r i b u t o r s ,  t h i s  t r a d in g  arrangem ent i s  e s p e c i a l l y  im p o r ta n t  

fo r  s m a l le r  m a n u fa c tu re r s ,  and fo r  th o se  t h a t  a r e  r e l a t i v e l y  new 

to  i n t e r n a t i o n a l  b u s in e s s .  T h is  p o in t  i s  developed  f u r t h e r  

s h o r t l y ,  bu t th e se  companies seldom have th e  n e c e s s a ry  s c a le  o f  

o p e r a t i o n s ,  r e s o u r c e s ,  o r  co n f id e n c e  to  o p e r a t e  more d i r e c t l y  in  

f o r e ig n  m a rk e ts ;  as  a r e s u l t ,  th ey  a re  f r e q u e n t l y  drawn to th e  

o v e r s e a s  d i s t r i b u t o r  a l t e r n a t i v e  (Duguid and Ja c q u e s  1971; Tookey 

1975). I t  i s  c l e a r  th e n ,  t h a t  many s m a l le r  and in e x p e r ie n c e d  

companies a r e  f i r s t  exposed to i n t e r n a t i o n a l  t r a d in g  th rough  the  

M-D a r ra n g e m e n t .  The more in fo rm a t io n  th e s e  f i rm s  have about th e  

a rrangem en t in  q u e s t io n ,  th e  s t r o n g e r  th e  l i k e l i h o o d  t h a t  they  

w i l l  g ra d u a te  to  become som ething more th a n  " f l e d g l i n g "  

e x p o r t e r s .  T h is  i s  th e  second re a s o n  fo r  th e  s tu d y .

A f r e q u e n t  o b s e r v a t io n  made in  th e  p r e s e n t  l i t e r a t u r e  i s  

t h a t  h ig h  perfo rm ance  i s  d i f f i c u l t  to  a c h ie v e  under the  M-D 

arrangem en t (B ee th  1972; F ay erw ea th e r  1970; H orton  1977). Given 

t h i s  v iew , and in  l i g h t  of th e  w idespread  use of t h i s  t r a d in g  

a rran g em en t ,  a d e t a i l e d  exam in a t io n  o f  th e  q u e s t io n  o f  

perfo rm ance  l e v e l  seemed t im e ly .  This  i s  th e  t h i r d  re a s o n  fo r  

th e  s tu d y .



Having o u t l in e d  and j u s t i f i e d  th e  r e s e a r c h  s tu d y ,  th e  M-D 

i n t e r n a t i o n a l  t r a d in g  a rrangem en t -  one method of e n t e r in g  and 

o p e r a t in g  i n  f o r e ig n  m arke ts  -  i s  now s e t  in  c o n t e x t .

1 .3  FOREIGN MARKET ENTRY METHODS

The m an u fa c tu r in g  company t h a t  i s  p la n n in g  to deve lop  

b u s in e s s  o v e rse a s  has to choose between th r e e  b a s ic  modes of 

fo r e ig n  m arket e n t ry  and o p e r a t io n .  These a r e :  e x p o r t in g  (home

p ro d u c t io n  and o v e rs e a s  s e l l i n g ) ,  j o i n t - v e n t u r i n g  ( j o i n i n g  w ith  

f o r e ig n  companies i n  some way), and f o r e ig n  d i r e c t  in v e s tm en t  

( o v e r s e a s  p ro d u c t io n  and s e l l i n g )  ( K o t le r  1980, p . 6 7 0 ) .  Each 

method has a s s o c i a t e d  advan tages  and d i s a d v a n ta g e s ,  and th e  

c i rc u m s ta n c e s  t h a t  f a c e  th e  i n d i v i d u a l  f i rm  w i l l  d i c t a t e  which i s  

chosen .  However, e x p o r t in g  i s  th e  mode chosen by many f i rm s .

Two main re a so n s  recommend t h i s  c o u r s e .  F i r s t ,  a r e l a t i v e l y  

sm all i n i t i a l  in v e s tm en t w i l l  en a b le  an e x p o r t in g  o p e r a t io n  to be 

s t a r t e d .  Second, e x p o r t  b u s in e s s  can be developed  in  an 

in c re m e n ta l  f a s h io n .  Thus, the  m a n u fa c tu re r  i s  a b le  to g r a d u a l ly  

b u i ld  i t s  knowledge of and commitment to  i n t e r n a t i o n a l  

m a rk e t in g .  This c o n t r a s t s  w ith  o th e r  f o r e ig n  market e n t r y  modes 

which r e q u i r e  e i t h e r  s i z e a b le  f i n a n c i a l  in v e s tm en t  ( f o r e ig n  

d i r e c t  in v e s tm e n t ) ,  o r  a commitment to a f o r e ig n  p a r tn e r  and 

m arket fo r  an a g r e e d - to  p e r io d  ( j o i n t - v e n t u r i n g ) .  Most 

m a n u fa c tu re r s  a re  unable  or u n w il l in g  to "go o v e rs e a s "  a long  

th e s e  l i n e s .



Once a f i rm  has made th e  d e c i s i o n  in  favou r  o f  e x p o r t i n g ,  

a t t e n t i o n  tu rn s  to  the  o r g a n iz a t i o n  of t h i s  a c t i v i t y .  Here a 

l a r g e  number of p o s s i b i l i t i e s  e x i s t  ( s e e  F ig u re  1-2  f o r  a 

s im p l i f i e d  v ie w ) . One v a r i a t i o n  i s  fo r  m a rk e tin g  to be hand led  

by a m anufac tu rer-ow ned  s a l e s  b ranch  or  s u b s i d i a r y ,  lo c a te d  in  

th e  f o r e ig n  m a rk e t .  This a rrangem en t a l low s  the  m a n u fa c tu re r  to  

r e t a i n  t i g h t  c o n t r o l  over f o r e ig n  m arke ting  o p e r a t i o n s , and works 

w e l l  fo r  come com panies. For o t h e r s ,  however, i t  i s  sim ply  n o t  

f e a s i b l e .  These f i rm s  have i n s u f f i c i e n t  f o r e ig n  s a l e s  or 

m a n a g e r ia l  r e s o u r c e s  to s u p p o r t  such an o p e r a t i o n .  As a r e s u l t ,  

a l a r g e  number of m a n u fa c tu re r s  tu r n  to  l e s s - d i r e c t  (and a l so  

l e s s - c o s t l y )  forms of f o r e ig n  m arket r e p r e s e n t a t i o n .  The 

in d e p en d en t  o v e rs e a s  d i s t r i b u t o r  i s  th e  c h o ic e  of many of th e se  

com panies (Tookey, Lea and McDougall 1967).

1 .4  EXPORTING THROUGH AN OVERSEAS DISTRIBUTOR

T his  e x p o r t in g  arrangem ent o f f e r s  a number of b e n e f i t s  in  

a d d i t i o n  to  i t s  r e l a t i v e l y  low c o s t .  One i s  sp eed ;  r a p id  market 

e n t r y  can o f t e n  be ach ieved  once th e  m a n u fa c tu re r  and o v e rse a s  

d i s t r i b u t o r  have agreed  to  work w ith  one a n o t h e r .  But th e  main 

advan tage  of th e  o v e rse a s  d i s t r i b u t o r  a r rangem en t i s  t h a t  i t  

p ro v id e s  the  m a n u fa c tu re r  w ith  a readymade fo r e ig n  m a rk e tin g  

o r g a n i z a t i o n .  An e s t a b l i s h e d  d i s t r i b u t o r  w i l l  p ro v id e :  s a l e s

c o n t a c t s ,  s to c k in g  f a c i l i t i e s ,  p ro m o tio n a l  know-how, a f t e r - s a l e s  

s e r v i c e ,  and market in fo rm a t io n  (B u s in ess  I n t e r n a t i o n a l  1970).
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These a re  s u b s t a n t i a l  b e n e f i t s ,  b u t  c e r t a i n  drawbacks of the  

M-D arrangem en t shou ld  a l s o  be r e c o g n i s e d .  For exam ple, the  

e x p o r t e r  i s  dependent on th e  s k i l l s  and g o o d w il l  o f  the  

d i s t r i b u t o r ,  and th e s e  may f a i l  to l i v e  up to e x p e c t a t i o n s .

Then, because  th e  d i s t r i b u t o r  i s  r e s p o n s ib l e  fo r  s e l l i n g  

a c t i v i t i e s ,  the  m a n u fa c tu re r  has no r e a l  c o n t r o l  over the  l e v e l  

o f  s e l l i n g  e f f o r t ,  or over th e  way in  which i t s  p ro d u c ts  a re  

p r e s e n te d  in  th e  f o r e ig n  m arket in  q u e s t i o n .  In each of th e s e  

two c a s e s ,  the  m a n u fa c tu r e r 's  problem  i s  compounded f u r t h e r  

because  the  d i s t r i b u t o r  j a  o v e r s e a s .  In  o th e r  w ords,  th e  f a c t  

t h a t  th e  two companies a re  g e o g r a p h ic a l ly  and c u l t u r a l l y  removed 

from each o th e r  means t h a t  c o n s id e r a b le  room e x i s t s  fo r  m is ta k e s  

and m is u n d e rs ta n d in g .

Given th e se  draw backs, i t  i s  c l e a r  t h a t  some degree  o f  

compromise i s  invo lv ed  when a m a n u fa c tu re r  d e c id e s  to e x p o r t  

th rough  an o v e rseas  d i s t r i b u t o r .  In  view of th e  p o p u la r i t y  of 

t h i s  t r a d in g  a r ran g em en t ,  i t  ap p ea rs  t h a t  many m a n u fa c tu re r s  a re  

p rep a red  to t r a d e  o f f  some lo s s  of autonomy and c o n t r o l  in  r e t u r n  

f o r  c o n v en ien t  f o r e ig n  m arket a c c e s s . T h is  s i t u a t i o n  i s  

r e f l e c t e d  in  the  fo l lo w in g  p rem ise :  th e  u se  o f  an  o v e rs e a s

d i s t r i b u t o r  c r e a t e s  c e r t a i n  c o m p l ic a t io n s  and d i f f i c u l t i e s  f o r  

th e  m a n u fa c tu re r ,  even though t h e r e  a r e  c o n s id e r a b le  ad v an tag es  

to  e x p o r t in g  i n  t h i s  way. T his  s ta te m e n t  p ro v id e s  the  d e p a r tu r e  

p o in t  fo r  the  s tu d y  r e p o r te d  h e r e .

Most m a n u fa c tu re rs  w i l l  op t to  d e a l  w ith  th e se  a s s o c ia t e d  

c o m p lic a t io n s  and d i f f i c u l t i e s ,  fo r  l e f t  u n a t te n d e d ,  they  w i l l



p ro b a b ly  have an adverse  e f f e c t  on e x p o r t  p e rfo rm a n ce .  The 

q u e s t io n  then  a r i s e s  -  how might th e  m a n u fa c tu re r  b e s t  proceed? 

One approach  would be fo r  th e  e x p o r te r  s im ply  to  d e a l  w ith  

in d i v id u a l  problems as th e se  s u r f a c e .  In  t h i s  way, c o m p la in ts  

abou t d i s t r i b u t o r  p ro d u c t s e r v ic in g  m ight b eg e t  a t r a i n i n g  

programme, or a s e r i e s  o f  m isu n d e rs ta n d in g s  r e s u l t  i n  a 

m a n u fa c tu re r  o v e rse a s  v i s i t .  However, r a t h e r  than  re sp o n d in g  to 

s in g l e  problem s, a more s y s te m a t ic  approach  i s  advoca ted  h e r e .

The d i f f i c u l t i e s  a s s o c i a t e d  w ith  th e  use of o v e rse a s  

d i s t r i b u t o r s ,  i t  i s  a rg u e d ,  a re  b e s t  overcome when th e  

m a n u fa c tu re r  deve lops  an o v e r a l l  p la n  to gu ide  i t s  d e a l in g s  w ith  

the  o th e r  company. This  p la n  could  be termed one f o r  

" r e l a t i o n s h i p  management," because  i t  e s t a b l i s h e s  from th e  o u t s e t  

how th e  m a n u fa c tu re r  has chosen to d e a l  w ith  th e  problems t h i s  

t r a d in g  arrangem ent b r in g s .

Three p r i o r  s te p s  seem n e c e s s a ry  b e fo re  such a p la n  can be 

p r o p e r ly  d ev e lo p ed .  The m a n u fa c tu re r  would do w e ll  to

(1) re c o g n iz e  th e  drawbacks of e x p o r t in g  in  t h i s  manner,

(2 )  a p p r e c i a t e  how th e se  drawbacks can a f f e c t  e x p o r t  pe rfo rm an ce ,  

and (3 )  u n d e rs tan d  what re m e d ia l  a c t i o n s  can be ta k e n .  Having 

ta k en  th e se  s t e p s ,  th e  m a n u fa c tu re r  i s  i n  a p o s i t i o n  to develop  a 

p la n  of a c t i o n .  This w i l l  in c o rp o r a te  company views about how 

th e  r e l a t i o n s h i p  w ith  the  d i s t r i b u t o r  shou ld  be s h a p e d , so t h a t  

b e t t e r  ex p o r t  perform ance might r e s u l t .

This  s y s te m a t ic  or p lanned approach  i s  f i n e  in  p r i n c i p l e ,  

b u t a number of p r a c t i c a l  problems c o n f ro n t  the  m a n u fa c tu r e r .
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The f i r s t  of th e s e  i s  t h a t  the  i n t e r n a t i o n a l  b u s in e s s  and 

m a rk e t in g  l i t e r a t u r e  p ro v id e s  l i t t l e  gu idance  to the  m a n u fa c tu re r  

abou t th e  s o r t  of r e l a t i o n s h i p  to  aim f o r . As a r e s u l t  the 

m a n u fa c tu re r  t h a t  wants to  develop  a r e l a t i o n s h i p  management p la n  

i s  fo rced  to r e l y  on i n t u i t i o n ,  o r  on th e  a n e c d o te s  and 

e x h o r t a t i o n s  to a c t io n  t h a t  appear in  th e  b u lk  of th e  w r i t i n g s  in  

t h i s  f i e l d .

A second problem stems from the  f a c t  t h a t  two p a r t i e s  a r e  

in v o lv e d  in  the  M-D r e l a t i o n s h i p .  The d i s c u s s i o n  to t h i s  p o in t  

has im p lie d  t h a t  th e  m a n u fa c tu re r  has a f r e e  r e i n  i n  making and 

im plem enting  d e c i s i o n s ,  when t h i s  i s  seldom th e  c a s e .  R a ther  

th an  be ing  p a s s iv e  and m a l le a b le ,  an a c t i v e  and g o a l - d i r e c t e d  

d i s t r i b u t o r  o r g a n iz a t i o n  i s  l i k e l y  to  be e n c o u n te r e d . For t h i s  

r e a s o n ,  most t r a d in g  r e l a t i o n s h i p s  w i l l  be shaped by m a n u fa c tu re r  

and d i s t r i b u t o r  a c t i o n s .

The M-D r e l a t i o n s h i p  may a l s o  be shaped by c e r t a i n  e x t e r n a l  

o r  en v iro n m en ta l  f a c t o r s .  For exam ple, in  an i n d u s t r y  

e x p e r ie n c in g  r a p id  change , say e l e c t r o n i c s ,  te c h n o lo g y  advances 

m igh t make i t  im prudent fo r  the  o v e rs e a s  d i s t r i b u t o r  to a l i g n  

i t s e l f  too c l o s e l y  w ith  any one m a n u fa c tu re r .  An excess  of 

l o y a l t y  might le a v e  the  d i s t r i b u t o r  w ith  an outmoded p ro d u c t  l i n e  

t h a t  i s  hard  to s e l l .  In  t h i s  s i t u a t i o n ,  as  w e ll  as  o t h e r s ,  the  

t r a d i n g  r e l a t i o n s h i p  may be shaped more by i n d u s t r y  c o n d i t io n s  

th an  by the  a c t io n s  o f  th e  two f irm s  in v o lv e d .  S ince  

en v iro n m e n ta l  f a c t o r s  a r e  beyond the  c o n t r o l  of th e  m a n u fa c tu re r ,  

th e s e  may w e ll  f r u s t r a t e  i t s  p la n s  fo r  r e l a t i o n s h i p  management.
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A c c o rd in g ly ,  en v iro n m en ta l  in f lu e n c e s  a r e  a t h i r d  problem  fo r  the 

m a n u fa c tu re r  to  face  up t o .  Once ag a in  th e  l i t e r a t u r e  p ro v id e s  

l i t t l e  h e lp  to  the  m a n u fa c tu re r  on t h i s  m a t t e r .

The d i s c u s s io n  s u g g e s ts  t h a t  th e  m a n u fa c tu re r  f a c e s  a r e a l  

dilemma i n  i t s  r e l a t i o n s h i p  management e f f o r t s .  Any a t te m p t  in  

t h i s  d i r e c t i o n  i s  p lagued  by a  la c k  of ev idence  r e g a r d in g  (1) th e  

k ind  of M-D r e l a t i o n s h i p  i t  should  aim f o r ,  and (2 )  th e  in f lu e n c e  

t h a t  p a r t i c i p a t i n g  f irm  and en v iro n m en ta l  f a c t o r s  p la y  in  shap ing  

th e  M-D r e l a t i o n s h i p .  T h is  d i s s e r t a t i o n  fo cu ses  on th e se  two 

i s s u e s .  I t  i s  hoped t h a t  th e  r e s u l t s  o b ta in e d  h e lp  to  o f f s e t  th e  

c u r r e n t  d e f i c i e n c y  in  the  l i t e r a t u r e .  The r e s e a r c h  t h e s i s  i s  

d e s c r ib e d  in  d e t a i l  in  th e  n ex t s e c t i o n .

1 .5  THE RESEARCH THESIS

The tw o -p a r t  r e s e a r c h  t h e s i s  was p re s e n te d  v e ry  g e n e r a l l y  in  

F ig u re  1 -1 ,  and r e q u i r e s  more d e t a i l e d  developm ent.  B efore  t h i s  

can ta k e  p la c e ,  however, th e  term "M-D r e l a t i o n s h i p "  needs to be 

d e f in e d ,  fo r  t h i s  o cc u p ie s  a c e n t r a l  p la c e  in  the  r e s e a r c h .  F ive  

m ajo r c h a r a c t e r i s t i c s ,  i t  i s  c la im e d ,  d e f in e  the  n a tu re  of the 

M-D r e l a t i o n s h i p .  These a re  l i s t e d  below, to g e th e r  w ith  a 

q u e s t io n  i n d i c a t i n g  in  a rough way how each c h a r a c t e r i s t i c  i s  

a s s e s s e d .

1. F o rm a l iz a t io n

How e x p l i c i t  i s  the  agreem ent of the  two companies to 

work to g e th e r ?
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2. S ta n d a r d i z a t io n

How f l e x i b l e  a re  th e  r o l e s  and b u s in e s s  r o u t i n e s ?

3 . R e c ip r o c i ty

To what e x te n t  i s  d ec is io n -m a k in g  a j o i n t  p ro cess?

4 .  I n t e n s i t y

How much c o n ta c t  and r e s o u rc e  exchange e x i s t s ?

5. C o n f l i c t

How much d isag reem en t i s  th e re ?

Thinking about M-D r e l a t i o n s h i p s  i n  t h i s  way a llow s fo r  a 

c o n c i s e  y e t  f u l l  d i s c u s s io n .  The f i v e  r e l a t i o n s h i p  

c h a r a c t e r i s t i c s  under s tudy  a re  in c o rp o r a te d  in  th e  r e s e a r c h  

t h e s i s  diagram  shown in  F ig u re  1 -3 .

With a c l e a r e r  id e a  of th e  meaning of th e  term  "M-D 

r e l a t i o n s h i p , "  a t t e n t i o n  now tu rn s  to th e  d e t a i l e d  h y p o th eses  

t h a t  were fo rm u la ted  fo r  t e s t  p u rp o s e s .  These a r e  as fo l lo w s :

HI : High e x p o r t  perfo rm ance  i s  more l i k e l y  to  occur 

when th e  M-D r e l a t i o n s h i p  i s :  

more s t a n d a r d i z e d ,  r e c i p o c a l ,  and in t e n s e  

l e s s  c o n f l i c t f u l

Thus, su ccess  in  e x p o r t in g  i s  c o n s id e re d  more p ro b a b le  when r o l e s  

and  r o u t i n e s  a r e  r e l a t i v e l y  f i x e d ,  d e c is io n -m a k in g  j o i n t ,  c o n t a c t  

and r e s o u rc e  exchange h ig h ,  and f re q u e n c y  of d isag ree m en t  i s  

low. (No s p e c i f i c  argument i s  made about f o r m a l i z a t i o n ) .  The 

lo g i c  fo r  th e  h y p o th e s i s  i s  p ro v id ed  in  C hap ter  3 .
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F ig u re  1-3 

THE RESEARCH THESIS

P a r t  one

P a r t
two

E xport
perform ance

Firm and env ironm ent 
f a c t o r s

s ta k e
i n t e r n a t i o n a l  
t r a d in g  e x p e r ie n c e  
u n c e r t a i n t y

N atu re  o f  th e  
m a n u fa c tu re r  -  o v e r s e a s  
d i s t r i b u t o r  r e l a t i o n s h i p

f o r m a l i z a t io n
s t a n d a r d i z a t i o n
r e c i p r o c i t y
i n t e n s i t y
c o n f l i c t

C h a r a c t e r i s t i c s
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I f  t h i s  h y p o th e s i s  i s  sup p o r ted  by th e  r e s e a r c h  f i n d i n g s ,  

some p r e s c r i p t i o n s  can be made about th e  k ind  of r e l a t i o n s h i p  th e  

m a n u fa c tu re r  should  aim f o r .  But t h i s  t r e a t s  th e  m a n u fa c tu re r  as 

the  so le  shap ing  f o r c e ,  when the  im p o r ta n t  r o l e  t h a t  can be 

p lay ed  by c h a r a c t e r i s t i c s  of the  d i s t r i b u t o r  and f a c t o r s  which 

a re  e x t e r n a l  to th e  r e l a t i o n s h i p  have a l r e a d y  been d e s c r ib e d .

T his  q u e s t io n  o f  m u l t i p l e - i n f l u e n c e  i s  a d d re s s e d  in  th e  second 

p a r t  of th e  t h e s i s ,  which i s  now d i s c u s s e d .

Three f a c t o r s  t h a t  a r e  b e l ie v e d  to  be im p o r ta n t  i n  shaping 

the  M-D r e l a t i o n s h i p  a re  examined. Two of th e s e  co n ce rn  th e  

f i rm s  in v o lv e d , w h ile  the  t h i r d  i s  e n v i ro n m e n ta l . These a re  

shown in  F ig u re  1 -3 .  The f i r m - r e l a t e d  f a c t o r s  a r e :  th e  s ta k e

and th e  i n t e r n a t i o n a l  t r a d i n g  e x p e r ie n c e  o f  the  two f i r m s .  Stake 

r e f e r s  to th e  in v e s tm en t th e  two companies have made in  th e  

r e l a t i o n s h i p ,  whereas e x p e r ie n c e  r e f l e c t s  th e  knowledge of 

i n t e r n a t i o n a l  t r a d in g  m a t te r s  they  have a c q u i r e d .  The 

e n v iro n m en ta l  f a c t o r  i s  d e a l t  w ith  below.

S ince th e  c e n t r a l  m a t te r  under i n v e s t i g a t i o n  i s  s t i l l  th e  

M-D r e l a t i o n s h i p ,  the  same f iv e  d e s c r i p t i v e  c h a r a c t e r i s t i c s  a re  

employed in  th e  h y p o th e ses  t h a t  fo l lo w .  The h y p o th e s i s  re g a rd in g  

s ta k e  i s  :

H2: When th e  l e v e l  o f  s ta k e  i s  h ig h ,  t h e  M-D

r e l a t i o n s h i p  i s :

more f o r m a l iz e d ,  s t a n d a r d i z e d ,  r e c i p r o c a l ,  and 

in t e n s e  

l e s s  c o n f l i c t f u l
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C o l l e c t i v e l y ,  th e s e  c h a r a c t e r i s t i c s  r e f l e c t  a conce rn  on the  p a r t  

of th e  two companies fo r  a secu re  r e l a t i o n s h i p ,  fo r  i t  r e p r e s e n t s  

an im p o r ta n t  in v e s tm e n t .  As a r e s u l t ,  i t  i s  a n t i c i p a t e d  th a t  

h ig h - s t a k e  r e l a t i o n s h i p s  w i l l  have r e l a t i v e l y  e x p l i c i t  work 

a g re e m e n ts ,  f ix e d  r o l e s  and r o u t i n e s ,  j o i n t  d e c i s io n -m a k in g ,  h igh  

c o n ta c t  and r e s o u r c e  exchange, and l e s s  f r e q u e n t  d is a g re e m e n t .

The second f i r m - r e l a t e d  h y p o th e s i s  i s :

H3: When th e  l e v e l  o f  i n t e r n a t i o n a l  e x p e r ie n c e  i s  h ig h ,  

th e  M-D r e l a t i o n s h i p  i s :  

more s t a n d a r d i z e d  and r e c i p r o c a l  

l e s s  fo rm a l iz e d  and c o n f l i c t f u l

C e r ta in  accommodations a re  expec ted  to be made in  th e  

r e l a t i o n s h i p  when th e r e  i s  ev id en ce  of g r e a t e r  i n t e r n a t i o n a l  

e x p e r i e n c e .  Once a g a in ,  i t  i s  en v isag e d  th a t  r o l e s  and r o u t i n e s  

w i l l  be r e l a t i v e l y  f i x e d ,  d ec is io n -m a k in g  j o i n t ,  and d isag reem en t 

l e s s  f r e q u e n t  i n  th e se  r e l a t i o n s h i p s ,  bu t l e s s  e x p l i c i t  

ag reem ents  a r e  viewed as l i k e l y .  (No s p e c i f i c  h y p o th e s i s  i s  made 

about i n t e n s i t y . )  The lo g i c  fo r  t h i s  h y p o th e s i s ,  as w e ll  as  

o t h e r s , i s  p r e s e n te d  i n  C hap ter  3 .

The t h i r d  f a c t o r  reg a rd ed  as l i k e l y  to  shape th e  M-D 

r e l a t i o n s h i p  i s  an e n v iro n m en ta l  o n e . T h is  f a c t o r  i s  l a b e l l e d  

" u n c e r t a i n t y ; "  r e f l e c t i n g  th e  la c k  of p r e d i c t a b i l i t y  su rro u n d in g  

th e  t r a n s a c t i o n  p ro c e s s  of th e  m a n u fa c tu re r  and d i s t r i b u t o r .  The 

s p e c i f i c  way in  which u n c e r t a in t y  i s  seen as a f f e c t i n g  th e  

r e l a t i o n s h i p  i s  h ig h l ig h t e d  below.
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H4; When th e  l e v e l  o f  u n c e r t a i n t y  s u r ro u n d in g  th e

t r a n s a c t i o n  p ro c e s s  i s  h ig h ,  th e  M-D r e l a t i o n s h i p  

i s :

more r e c i p r o c a l ,  i n t e n s e ,  and c o n f l i c t f u l  

l e s s  fo rm a l iz e d  and s ta n d a r d iz e d

A v a r i e t y  of re sp o n se s  a re  ex p ec ted  w i th in  th e  M-D 

r e l a t i o n s h i p  when u n c e r t a in t y  i s  more p r e v a l e n t .  R e l a t i v e l y  more 

j o i n t  d ec is io n -m ak in g  i s  a n t i c i p a t e d ,  as  i s  c o n ta c t  and r e s o u rc e  

exchange, and d isag ree m en t  f re q u e n c y .  On th e  o th e r  hand , l e s s  

e x p l i c i t n e s s  and r i g i d i t y  in  a g re e m e n ts , r o l e s , and r o u t i n e s  i s  

viewed as l i k e l y .  These p r o p o s i t i o n s  a re  s t r o n g ly  s u g g es ted  by 

th e  work of p re v io u s  r e s e a r c h e r s  i n  o th e r  f i e l d s .

Three h y p o th e ses  (H2 -  H4) have been p re s e n te d  which e n ab le  

th e  l in k a g e s  between the  M-D r e l a t i o n s h i p  and s t a k e ,  e x p e r ie n c e ,  

and u n c e r t a i n t y  to be t e s t e d .  The r e s u l t s  of t h i s  t e s t i n g  

p ro c e s s  w i l l  a l lo w  fo r  a f u l l e r  u n d e rs ta n d in g  o f  th e  dynamic of 

th e  im p o r ta n t  t r a d in g  r e l a t i o n s h i p  under s tu d y .  In  e s s e n c e ,  th e  

tw o -p a r t  r e s e a r c h  t h e s i s  amounts to  an e x p la n a t io n  c h a in ,  fo r  i t  

i s  argued  t h a t  ( I )  v a r io u s  f irm  and e n v iro n m e n ta l  f a c t o r s  shape 

th e  n a tu re  of th e  M-D r e l a t i o n s h i p ,  and t h a t  (2 )  th e  n a tu re  of 

t h i s  r e l a t i o n s h i p  h e lp s  to  e x p la in  ex p o r t  p e rfo rm ance .  A need 

e x i s t s  f o r  a thorough  s tu d y  in  t h i s  a r e a ,  as  has a l r e a d y  been 

e x p la in e d .
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1 .6  THE RESEARCH SETTING

The tw o -p a r t  t h e s i s  was t e s t e d  by examining th e  t r a d i n g  

r e l a t i o n s h i p s  of 21 Canadian e x p o r te r s  and t h e i r  21 U.K. 

d i s t r i b u t o r s .  A s tu d y  o f  Canadian e x p o r t in g  a c t i v i t y  recommended 

i t s e l f  i n  view of the  r e s id e n c e  of th e  r e s e a r c h e r ,  th e  

p o s s i b i l i t y  of r e s e a r c h  fu n d in g ,  and th e  f a c t  t h a t  Canadian  

m a n u fa c tu re r s  need to improve t h e i r  e x p o r t  p e rfo rm a n ce .

This  l a s t  p o in t  can be i l l u s t r a t e d  by v a r io u s  s t a t i s t i c s .  

Canada i s  a l a r g e - s c a l e  e x p o r t in g  n a t i o n ,  bu t one whose 

perform ance has no t kep t pace w ith  world t r a d e  e x p an s io n .  The 

grow th in  th e  v a lu e  o f  C anada 's  e x p o r ts  between 1968 and 1978 i s  

shown in  F ig u re  l - 4 a .  By 1978 -  th e  tim e a t  which th e  s tu d y  was 

u n d e r ta k e n  -  e x p o r t s  s to o d  a t  $44 b i l l i o n  (U .S .)  or 25 p e r c e n t  of 

Gross N a t io n a l  P ro d u c t .  This growth seems im p r e s s iv e ,  b u t  

C an ad a 's  a c t u a l  s h a re  o f  e x p o r ts  d e c l in e d  th ro u g h  t h i s  e lev en  

yea r  p e r io d .  F ig u re  l - 4 b  shows t h a t  C anada 's  s h a re  of th e  

e x p o r t s  of developed  m arket economies f e l l  from 6 .3  to  5 .0  

p e r c e n t ,  and i t s  sh a re  o f  world e x p o r ts  d e c l in e d  from 4 .4  to  3 .4  

p e r c e n t  between 1968 and 1978 r e s p e c t i v e l y .

With the  ch o ice  of Canadian ex p o r t  m a n u fa c tu re r s  made, i t  

was dec ided  to  s tu d y  t r a d in g  r e l a t i o n s h i p s  w ith  U.K. 

d i s t r i b u t o r s .  The r o l e  p layed  by th e  U.K. m arket as a 

d e s t i n a t i o n  fo r  Canadian e x p o r ts  recommended t h i s  c h o ic e .  A gain , 

c e r t a i n  s t a t i s t i c s  i l l u s t r a t e  t h i s  p o in t .  The U.K. i s  C an ad a 's  

t h i r d  l a r g e s t  e x p o r t  m a rk e t ,  su rp a s se d  o n ly  by th e  U .S. and 

J a p a n .  T ab le  1-1  shows th e  r e l a t i v e  im portance  of th e se  th r e e
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F ig u re  1-4 

CANADIAN EXPORT PERFORMANCE, 1968-1978

a) Growth in  v a lu e  of t o t a l  e x p o r ts

V alue of 
e x p o r ts  
($ U.S. 
b i l l i o n )

45-
40 -

35-
30-
25-
20-

15-
10-

T o ta l  E x p o rts

68 69 70 71 72 73 74 75 76 77 78

b) Canadian sh a re  of e x p o r ts

6%-

4%-

2%-

Exports  from developed  
m arke t economies

World e x p o r ts

68 69 70 71 72 73 74 75 76 77 78

Source : U nited  N a t io n s ,  Yearbook o f  I n t e r n a t i o n a l  T rade
S t a t i s t i c s  -  Volume 1 Trade by c o u n t r y . New York: 
D epartm ent of I n t e r n a t i o n a l  Economic and S o c ia l  A f f a i r s ,  
S t a t i s t i c s  O f f i c e ,  U n ited  N a t io n s .

1968-1971 d a ta  
1972-1973 d a t a  
1974-1978 d a ta

1970-1971 Yearbook, p 
1979 Yearbook, p. 30 
1979 Yearbook, p .  21

x x v i i i
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m a rk e ts  over th e  1968-1978 p e r i o d .  By 1978, th e se  m arke ts  

accoun ted  fo r  the  fo l lo w in g  s h a re  of Canadian e x p o r t s :

U .S . (70 .3% ); Japan  (5 .8% ); and U.K. (3 .8 % ) .  While th e  U.K. was 

c l e a r l y  a r e l a t i v e l y  l e s s  im p o r ta n t  m arket fo r  Canadian e x p o r ts  

i n  th e  l a t e  1970s th an  p r e v io u s ly ,  e x p o r t  s a l e s  to  th e  U.K. were 

s t i l l  c o n s id e r a b le  -  amounting to  $1 .7  b i l l i o n  (U .S .)  i n  1978.

In  view of th e  a p p a re n t  need f o r  Canadian  e x p o r te r s  to  f in d  

ways to  improve t h e i r  perfo rm ance , and g iv e n  the  c o n t in u e d  

im p o rtan ce  o f  th e  U.K. m a rk e t ,  Canadian -  U.K. t r a d in g  

r e l a t i o n s h i p s  were chosen as th e  s e t t i n g  in  which to  t e s t  th e  

t h e s i s  advanced . One f i n a l  f a c t o r  was im p o r ta n t .  I t  was 

r e s o lv e d  t h a t  th e  expo rt  t r a n s a c t i o n s  examined shou ld  be th o se  

in v o lv in g  m anufac tu red  goods, s in c e  (1 )  somewhat more th a n  h a l f  

o f  th e  v a lu e  of Canadian e x p o r ts  to  th e  U.K. r e s u l t  from s a le s  of 

i n e d i b l e  f a b r i c a t e d  m a t e r i a l s  and end p r o d u c t s ,  and (2 )  t h i s  i s  

an e x p o r t  s e c to r  where Canadian f irm s  a r e  a l l e g e d  to  be g e n e r a l ly  

weak (C arm ich ae l  1978) .

1 .7  ORGANIZATION OF THE DISSERTATION

The d i s s e r t a t i o n  i s  o rg a n iz e d  as shown in  F ig u re  1 -5 .  

F o llow ing  the  e x p la n a t io n  in  t h i s  c h a p te r  o f  the  n a tu e  and scope 

of the  s tu d y .  C hap te r  2 i s  concerned  w ith  e x i s t i n g  knowledge 

ab o u t the  M-D t r a d i n g  a r ran g em en t .  Here th e  r e l e v a n t  l i t e r a t u r e  

i s  i d e n t i f i e d  and d i s c u s s e d ,  and some e x p lo r a to r y  f ie ld w o rk  

d e s c r ib e d .  T h is  l e a d s ,  in  C hapter  3 ,  to  th e  developm ent of the  

h y p o th e ses  to be e m p i r i c a l ly  t e s t e d .  The methods used in  th e
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Table 1-1

THE RELATIVE IMPORTANCE OF THE U.S. 
JAPANESE, AND U.K. MARKETS FOR CANADIAN EXPORTS

1968-1978

Share o f  Canadian e x p o r t s (%)
Year U.S. Japan U.K.

1968 67.9 4 .5 9 .0
1969 71 .2 4 .2 7 .5
1970 65 .4 4 .7 8 .9
1971 68 .3 4 .4 7 .6
1972 69.9 4 .8 6 .6
1973 67 .9 7 .1 6 .3
1974 66 .5 6.9 5 .9
1975 65 .7 6 .5 5 .4
1976 67.8 6 .3 4 .9
1977 69 .4 5 .7 4 .2
1978 70 .3 5.8 3 .8

Source : U n ited  N a t io n s ,  Yearbook <of I n t e r n a t i o n a l  Trade
S t a t i s t i c s  -  Volume 1 Trade by c o u n t ry .  New York;
Departm ent of I n t e r n a t i o n a l Economic and S o c ia l  A f f a i r s ,
S t a t i s t i c s  O f f i c e ,  U n ited N a t io n s .

1968-1971 d a ta 1970-1971 Yearbook, p .  99
1972-1973 d a t a 1977 Yearbook, P- 226.
1974-1978 d a ta 1979 Yearbook, p. 328.
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s tu d y  a re  a l s o  d i s c u s s e d .  In  C hap ter  4 ,  c e r t a i n  p r e l im in a r y  

a n a l y s i s  i s  d e s c r ib e d ,  and a number of c h a r a c t e r i s t i c s  of the  

sample companies p r e s e n te d .  The s tu d y  f in d i n g s  a re  s e t  out and 

d is c u s s e d  i n  C h ap te r  5, and th en  ex tended  th ro u g h  f u r t h e r  

a n a l y s i s  in  C hap ter  6 . F i n a l l y ,  th e  r e s u l t s  a r e  summarized and 

rev iew ed in  C h ap te r  7.
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F ig u re  1-5 

ORGANIZATION OF THE DISSERTATION

Study f in d in g s  
(C hap te r  5)

N atu re  and scope 
o f  the  s tu d y  
(C h ap te r  I )

E x te n s io n  o f  a n a l y s i s  
and f in d in g s  
(C h ap te r  6)

P r e l im in a ry  d a ta  a n a l y s i s .  
Methods and r e s u l t s  

(C hap te r  4)

Development o f  h y p o th e ses  
f o r  t e s t i n g .  Study methods 

(C hap te r  3)

Summary, d i s c u s s io n  
and f u r t h e r  r e s e a r c h  r e q u i r e d  

(C h ap te r  7)

Review of r e l e v a n t  , 
l i t e r a t u r e  and p a s t  
s t u d i e s

(C hap te r  2)
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C hap ter  2

LITERATURE REVIEW AND PRELIMINARY 
FIELDWORK

2.1  INTRODUCTION

A lthough  th e  e x p o r t  m a n u fa c tu re r -o v e r s e a s  d i s t r i b u t o r  (M-D) 

method of i n t e r n a t i o n a l  b u s in e s s  o p e r a t io n  has  been r e l a t i v e l y  

n e g le c te d  in  e m p i r i c a l  s t u d i e s ,  a  d iv e r s e  l i t e r a t u r e  e x i s t s  f o r  

th e  r e s e a r c h e r  to  draw from. Four b o d ie s  of r e l e v a n t  l i t e r a t u r e  

a r e  i d e n t i f i e d  and reviewed in  t h i s  c h a p t e r .  These a r e  the 

w r i t i n g s  on (1) i n t e r n a t i o n a l  b u s in e s s  and m a rk e t in g ,  (2) 

i n s t i t u t i o n a l  econom ics, ( 3 )  m arke ting  c h a n n e ls ,  and (4 )  

i n t e r o r g a n i z a t i o n a l  r e l a t i o n s .  Each of th e s e  b o d ie s  o f  

l i t e r a t u r e  c o n ta in  in fo rm a t io n  p e r t i n e n t  to th e  c u r r e n t  s tu d y .  

R a ther  th a n  rev ie w in g  each body of w r i t i n g  s e p a r a t e l y ,  th e  

l i t e r a t u r e  rev ie w  i s  o rg an iz ed  around th e  two p a r t  t h e s i s  which 

was s t a t e d  in  th e  p re v io u s  c h a p te r .  In  t h i s  way, th e  theme of 

th e  r e s e a r c h  rem ains  c l e a r .

Fo llow ing  t h i s  rev iew  of th e  l i t e r a t u r e ,  p r e l im in a r y  

f ie ld w o rk  i s  d e s c r ib e d .  Firm in te r v ie w s  were u n d e r ta k en  so t h a t  

th e  views e x p re s sed  in  th e  l i t e r a t u r e  cou ld  be a s s e s s e d  a t  

f i r s t - h a n d .  In  a d d i t i o n ,  i t  was en v isag e d  t h a t  in te rv ie w s  w ith  

m anagers in v o lv ed  in  th e se  r e l a t i o n s h i p s  would a id  th e  

developm ent o f  a more com plete  u n d e r s ta n d in g  of M-D r e l a t i o n s .  

F i n a l l y ,  f ie ld w o rk  in fo rm a t io n  was ex p ec ted  to  a s s i s t  i n  

d e s ig n in g  the  r e s e a r c h  in s t ru m e n ts  to  be used in  th e  s tu d y  

p ro p e r .
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P r i o r  to  the  l i t e r a t u r e  rev ie w  o r  to  th e  d e s c r i p t i o n  of 

p r e l im in a r y  f ie ld w o rk ,  th e  term " d i s t r i b u t o r "  i s  expanded upon. 

This  i s  n e c e s s a ry  so t h a t  the  rem ain ing  d i s c u s s io n  i s  c l e a r ,  fo r  

i t  i s  th e  co n fu s in g  p r a c t i c e  of many w r i t e r s  to  use th e  te rm s 

" d i s t r i b u t o r "  and "ag en t"  synonymously.

2 .2  OVERSEAS DISTRIBUTORS AND AGENTS

A lthough th e  term s " d i s t r i b u t o r "  and " a g e n t"  a r e  used

in t e r c h a n g e a b ly  by many w r i t e r s  on i n t e r n a t i o n a l  b u s i n e s s , t h e r e

a re  d i s t i n c t  d i f f e r e n c e s  between th e  two ty p e s  of i n t e r m e d i a r y .

The most b a s ic  d i f f e r e n c e  i s  t h a t  an ag en t i s  a r e p r e s e n t a t i v e  of

th e  e x p o r t e r ,  whereas a d i s t r i b u t o r  i s  the  e x p o r t e r ' s  c u s to m e r .

As a r e p r e s e n t a t i v e  o f  th e  m a n u fa c tu r e r ,  a g e n ts  s o l i c i t  s a l e s  bu t

ta k e  no t i t l e  to th e  goods be ing  exchanged. In  c o n t r a s t ,

d i s t r i b u t o r s  do take  t i t l e  -  buying and s e l l i n g  on t h e i r  own

a c c o u n t .  T h e ir  rev en u es  come from th e  d i f f e r e n c e  between buying

and s e l l i n g  p r i c e s ,  whereas ag en t  revenues  r e s u l t  from s a l e s

commissions pa id  by the  e x p o r t e r .

With th e s e  d i s t i n c t i o n s  i n  mind, th e  f u n c t io n s  perform ed by

th e  o v e rs e a s  d i s t r i b u t o r  a r e  now d i s c u s s e d .  In  many ways, th e s e

a r e  s i m i l a r  to  th o se  u n d e r ta k e n  by m erchant middlemen in  g e n e r a l .

The m erchant middleman p ro v id e s  tim e and p la c e  u t i l i t y  
by p u rc h a s in g  and h o ld in g  th e  goods a t  l o c a t i o n s  which 
a r e  r e l a t i v e l y  c o n v e n ie n t  to cu s to m ers ;  he p ro v id e s  
c r e d i t  s e r v i c e ,  ta k e s  th e  r i s k  o f  p r i c e  f l u c t u a t i o n s ,  
and p ro v id e s  v a ry in g  deg rees  of s a l e s  s e r v i c e s  (C a te o ra  
and Hess 1975, p .  496)

C e r t a in  o th e r  p r a c t i c e s  must be s e t  a g a i n s t  th e s e  d e s i r a b l e  

middleman f u n c t i o n s .  "The m erchant middleman s e l e c t s  h i s  own
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s e l l i n g  p r i c e s  and may have l i t t l e  m a n u fa c tu re r  l o y a l t y  because  

he h an d le s  l a r g e  numbers of go o d s ."  A ccording to th e  same 

w r i t e r s  :

S ince  he i s  l i k e l y  to  n e g l e c t  m erchand ise  w ith  low 
m argins or slow tu rn o v e r  in  favour of more p r o f i t a b l e  
i t e m s ,  i t  i s  unwise [ f o r  th e  m a n u fa c tu re r ]  to  p la c e  
f u l l  r e l i a n c e  on the  m erchant m idd lem an 's  a b i l i t y  and 
w i l l i n g n e s s  to  promote and s e l l  a p ro d u c t  
a g g r e s s i v e l y .  (1975, p .  496)

As f a r  as o v e rseas  d i s t r i b u t o r s  a r e  c o n c e rn e d , some 

o b s e r v e r s  see  th e  d i s t r i b u t o r  agreem ent as  p la c in g  th e s e  b u s in e s s  

r e l a t i o n s h i p s  on a  d i f f e r e n t  fo o t in g  from th o se  w ith  the  g e n e ra l  

m erchan t middleman. The agreem ent between o v e rs e a s  d i s t r i b u t o r  

and e x p o r t e r  -  u s u a l l y  embodying some elem ent of s a l e s  

e x c l u s i v i t y  -  i s  re g a rd e d  as induc ing  a more form al and committed 

r e l a t i o n s h i p  th a n  th o se  d e s c r ib e d  above. Thus, M ira c le  and 

Albaum w r i t e  t h a t  " th e r e  i s  eve ry  rea so n  to  b e l i e v e  t h a t  they  

[o v e rs e a s  d i s t r i b u t o r s ]  w i l l  pu t e x t r a  e f f o r t  i n t o  promoting th e  

s a l e  of the  m a n u f a c tu r e r ' s  p ro d u c ts "  (1970, p . 3 5 7 ) .  Whether 

t h i s  i s  so i s  ex p lo re d  l a t e r  in  t h i s  c h a p t e r .

2 .3  LITERATURE REVIEW

The l i t e r a t u r e  rev iew  i s  o rg an iz ed  i n  f i v e  s e c t i o n s ,  and the  

o rd e r in g  of th e s e  i s  now d e s c r ib e d .  The f i r s t  s e c t i o n  looks  a t  

th e  e x t e n t  to  which e x p o r te r s  make use of d i s t r i b u t o r s  when th e y  

e n t e r  f o r e ig n  m a rk e ts ,  as t h i s  i s  r e p o r te d  in  v a r io u s  s t u d i e s .  

T h is  i s  c r i t i c a l ,  f o r  th e  c u r r e n t  work i s  p r e d ic a te d  on the  

im p o r tan ce  of t h i s  t r a d in g  method.



26

The second s e c t i o n  tu r n s  to  th e  f i r s t  p a r t  of th e  t h e s i s , 

which c o n c e rn s  th e  a s s o c i a t i o n  betw een e x p o r t  perfo rm ance  and 

c h a r a c t e r i s t i c s  o f  th e  M-D r e l a t i o n s h i p . C e r t a in  f a c t o r s  which 

a re  i n h e r e n t  to M-D r e l a t i o n s  and which a f f e c t  perform ance l e v e l s  

a r e  d i s c u s s e d .  In  th e  t h i r d  s e c t i o n ,  rem edies  fo r  perform ance 

problems a re  o u t l i n e d .  The l i t e r a t u r e  c o n ta in s  adv ice  to  

e x p o r te r s  on (1 )  what shou ld  be done ,  as  w e ll  as  i n d i c a t i o n s  of 

(2 )  what a c t u a l l y  i s  done, and (3 )  what e f f e c t  t h i s  has on

p e rfo rm a n ce .  The l i n k  between perform ance  and M-D r e l a t i o n s

b eg in s  to  be su g g es ted  in  th e s e  w r i t i n g s  on i n t e r n a t i o n a l  

b u s in e s s  and m a rk e t in g ,  and i n s t i t u t i o n a l  econom ics .

The l i n k  i s  more f u l l y  u n d e rs to o d ,  however, fo l lo w in g  th e  

r e v ie w  of two o th e r  f i e l d s  o f  w r i t i n g  i n  the  f o u r th  s e c t i o n .  A 

c o n s id e r a b le  number of e m p i r i c a l  s t u d i e s  have been com pleted by 

r e s e a r c h e r s  on r e l a t i o n s  among (1 )  p u b l i c  a g e n c ie s ,  and (2) 

members o f  m a rk e tin g  c h a n n e ls .  These w r i t i n g s  p ro v id e  a b ro a d e r  

p e r s p e c t i v e  on th e  n a tu re  of i n t e r o r g a n i z a t i o n a l  r e l a t i o n s ,  which 

i s  h e l p f u l  in  the  M-D c o n t e x t .  At t h i s  s t a g e ,  f i v e  u n d e r ly in g

d im ens ions  of M-D r e l a t i o n s  a re  su g g es ted  f o r  f u r t h e r  s tu d y .

A t t e n t io n  then  tu rn s  to th e  second p a r t  of th e  t h e s i s  

advanced .  T h is  fo c u s e s  on the  a s s o c i a t i o n  between c e r t a i n  f i r m  

and env ironm en t f a c t o r s  and c h a r a c t e r i s t i c s  o f  th e  M-D 

r e l a t i o n s h i p . In  th e  f i f t h  rev ie w  s e c t i o n ,  a l l  fo u r  bod ie s  of 

l i t e r a t u r e  m entioned  e a r l i e r  a r e  drawn upon. As a r e s u l t ,  th r e e  

f i rm  and env ironm ent f a c t o r s  a re  su g g e s te d  as im p o r ta n t  in  

shap ing  the  r e l a t i o n s h i p  between m a n u fa c tu re r  and o v e rse a s  

d i s t r i b u t o r .  The f i v e  l i t e r a t u r e  rev ie w  s e c t i o n s  now fo l lo w .
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2 .3 .1  Usage o f  o v e r s e a s  d i s t r i b u t o r s

A v a r i e t y  of s t u d i e s  a re  c i t e d  i n  t h i s  s e c t i o n .  This  

e n a b le s  the  s i g n i f i c a n c e  o f  the  M-D e x p o r t in g  method to  be 

e s t a b l i s h e d .  In  a number of i n s t a n c e s ,  r e f e r e n c e s  to  agen t usage 

w i l l  be found. These s tu d y  f in d i n g s  a r e  in c lu d e d  because  

e x am in a t io n  shows t h a t  th e  ag en ts  were i n  f a c t  d i s t r i b u t o r s  -  

ev id en ce  o f  the  i n a c c u r a t e  te rm in o lo g y  p r a c t i c e  m entioned 

e a r l i e r .  In  a few o th e r  c a s e s ,  j o i n t  f in d in g s  were p re s e n te d  in  

th e  s t u d i e s  f o r  a g e n t  and d i s t r i b u t o r  u s a g e .  These f in d in g s  a re  

r e p e a te d  h e re  so as to p ro v id e  a d d i t i o n a l  in f o r m a t io n .

The w idesp read  usage o f  in d e p e n d e n t  d i s t r i b u t o r s  in  o v e rse a s  

m arke ts  i s  i n d i c a t e d  by a number of f i e l d  s t u d i e s  conducted  in  

v a r io u s  c o u n t r i e s .  In  th e  U .K .,  s e v e r a l  su rv ey s  p o in t  to  the  

im portance  of t h i s  e x p o r t in g  method. R esearch  on 54 t e x t i l e  

f i rm s  by Tookey (1 9 6 4 ) ,  showed t h a t  44 (85%) used  a g e n ts  

o v e r s e a s .  Hunt, F ro g g a t t  and H o v e l l ' s  (1967) i n v e s t i g a t i o n  o f  

e x p o r t  p r a c t i c e s  in  v a r io u s  e n g in e e r in g  t r a d e s  r e v e a le d  th a t  bo th  

a g e n ts  and d i s t r i b u t o r /  d e a l e r s  were im p o r ta n t ,  and t h a t  th e  type 

o f  d i s t r i b u t i o n  ne tw ork  found was de te rm ined  by th e  s i z e  of f i rm ,  

the  n a tu re  of the  p ro d u c t ,  and demand c h a r a c t e r i s t i c s .  In a 

c r o s s - s e c t i o n a l  s tu d y  of 50 e x p o r t in g  f i r m s ,  Tookey, Lea and 

McDougall (1967) found a v a r i e t y  of e x p o r t in g  methods u sed ,  b u t  

s a l e s  th ro u g h  a g e n ts  were most f r e q u e n t l y  c i t e d ,  i . e . ,  by 48 

f i rm s  (96%). Of th e  227 m echan ica l e n g in e e r in g  companies sampled 

i n  a n o th e r  s tu d y ,  123 (62%) used  a g e n ts  t h a t  h e ld  s to c k  on t h e i r  

own a c c o u n t  (M echan ica l E n g in e e r in g  EDO 1968), and 95 f i rm s  (42%)
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p la ced  most emphasis on t h i s  e x p o r t in g  m ethod . Cunningham and 

S p i g e l ’ s (1971) s tu d y  o f  48 ex p o r t  aw ard-w inning  com panies, found 

th a t  44 f i rm s  (92%) used  a g e n ts  o v e r s e a s .  In  a d d i t i o n ,  usage was 

found to be c o r r e l a t e d  w ith  s i z e  of f i rm ,  s m a l le r  f irm s  u s in g  

a g e n ts  more. F i n a l l y ,  a g e n t s / d i s t r i b u t o r s  have a l s o  been found 

very  im p o r ta n t  in  the  e x p o r t  s a l e s  of p h a rm a c e u t ic a l  companies 

(C hem icals  EDC 1973).

S tu d ie s  u n d e r ta k en  in  o th e r  c o u n t r i e s  a l s o  p o in t  to th e  

e x t e n s iv e  usage  of d i s t r i b u t o r s  i n  e x p o r t i n g . In  r e s e a r c h  on 

fou r  s i g n i f i c a n t  Swedish e x p o r t in g  com panies , Johanson and 

W iedershe im -P au l (1 9 7 5 ) ,  found t h a t  a g e n ts  were f r e q u e n t l y  used 

as th e  f i r s t  s te p  i n  th e  i n t e r n a t i o n a l i z a t i o n  p ro c e ss  of th e  

f i r m .  Two American s t u d i e s  p ro v id e  r e l e v a n t  in f o r m a t io n .

McMahon, S t o n e h i l l ,  Schary and T a y l o r ' s  (1968) r e s e a r c h  on Oregon 

f i r m s ,  r e v e a le d  t h a t  16 o f  35 g e n e r a l  m an u fa c tu r in g  companies 

(46%), used d i s t r i b u t o r s  o v e r s e a s .  In  t h e i r  s tu d y  on o v e rse a s  

m arket e n t r y  s t r a t e g i e s , Goodnow and Hansz (1972) found th a t  

e n t r y  method v a r ie d  w ith  th e  "env ironm en t"  of the  m arket i n  

q u e s t i o n .  D e s p i te  such v a r i a t i o n ,  a g e n t s / d i s t r i b u t o r s  were 

r e p o r te d  as be ing  used r e l a t i v e l y  w ide ly  by th e  225 U.S. f irm s  

sam pled . F i n a l l y ,  in  a r e c e n t  Canadian su rv ey  of 254 com panies, 

64 (25%) were found to  use f o r e ig n  ag e n ts  as the  means o f  

o p e r a t in g  o v e r s e a s  (C ro o k e l l  and Graham 1979).  Each of th e se  

s t u d i e s  p o in t s  to th e  s i g n i f i c a n c e  of o v e rseas  d i s t r i b u t o r s  i n  

many m a n u fa c tu r e r s '  e x p o r t  m ark e tin g  o p e r a t i o n s .

A lthough i t  i s  c l e a r  t h a t  th e  M-D i n t e r n a t i o n a l  t r a d in g  

method i s  w id e ly  p r a c t i c e d , as  f a r  as  the  e x p o r te r  i s  concerned
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i t  i s  no t w ith o u t d i f f i c u l t i e s .  D e sp i te  th e  view  of M irac le  and 

Albaum (1970) t h a t  o v e rseas  d i s t r i b u t o r s  shou ld  be committed to  

th e  m a n u fa c tu r e r 's  c a u s e ,  perform ance l e v e l  problem s conce rn  many 

w r i t e r s .  The l i t e r a t u r e  rev iew  now c o n s id e r s  f a c t o r s  t h a t ,  from 

th e  m a n u fa c tu r e r 's  v ie w p o in t ,  cause  perfo rm ance to  be a f f e c t e d  

when d i s t r i b u t o r s  a re  used in  o v e rseas  m a rk e ts .

2 .3 .2  F a c to r s  a f f e c t i n g  e x p o r t  perform ance  

Three f a c t o r s  t h a t  a f f e c t  the  perform ance of th e  e x p o r te r  

a re  i d e n t i f i e d  and d i s c u s s e d  i n  t h i s  s e c t i o n .  These a r e :  th e

s e p a r a t e  ow nership  o f  th e  m a n u fa c tu re r  and o v e r s e a s  d i s t r i b u t o r ,  

t h e i r  g eog raph ic  and c u l t u r a l  s e p a r a t i o n ,  and th e  f a c t  t h a t  th e  

two f i rm s  a re  bound by d i f f e r e n t  r u l e s  of law. The s e p a r a t e  

ow nership  f a c t o r  i s  one l i k e l y  to a f f e c t  perfo rm ance in  any 

m a n u f a c t u r e r - d i s t r i b u t o r  a r ran g em en t,  be i t  w i th in  the  dom estic  

m arket or one in v o lv in g  i n t e r n a t i o n a l  t r a d e .  The o th e r  two 

f a c t o r s ,  however, a r e  p e c u l i a r  to i n t e r n a t i o n a l  t r a d in g  

a r r a n g e m e n ts .

a )  The s e p a r a t e  ow nersh ip  of th e  two companies

The f a c t  t h a t  th e  o v e rse a s  d i s t r i b u t o r  i s  a sep a ra te ly -o w n e d

f irm  p r e s e n t s  c e r t a i n  ad v an tag es  and d i s a d v a n ta g e s  to th e  e x p o r t

m a n u fa c tu re r .  A lthough concerned  w ith  the  l a t t e r  h e r e ,  th e

b e n e f i t s  a r e  s u b s t a n t i a l  and should  be s t a t e d .  S p e c i f i c a l l y ,  the

use of an o v e rseas  d i s t r i b u t o r  b r in g s :

. . . im m e d ia te  new a s s e t s  to the  e x p o r t in g  company. I t  
adds l o c a l  m arket know-how, know ledge, c o n t a c t s ,  e t c . ,  
w ith  alm ost no e x p e n d i tu re  of f u n d s . . . i t  p e rm its  th e  
s to c k in g  and s a l e  of a company’ s p ro d u c t  in  a new 
m arket a t  n e g l i g i b l e  c o s t . (B u s in es s  I n t e r n a t i o n a l  
1970, p . i i )
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These a re  r e a l  b e n e f i t s  t h a t  le ad  many m a n u fa c tu re r s  to 

choose t h i s  p a r t i c u l a r  form of e x p o r t in g .  Once th e  ch o ic e  i s  

m ade, how ever, i t  i s  p ro b a b le  t h a t  c e r t a i n  drawbacks of the  

method w i l l  occupy th e  mind of the  m a n u fa c tu re r  more th a n  th e  

a d v a n ta g e s . These drawbacks a re  now d i s c u s s e d .

Lack o f  C o n tro l  

The M-D e x p o r t in g  method i s  a r e l a t i v e l y  lo w -c o s t  one fo r  

th e  m a n u fa c tu re r ,  bu t some c o n t r o l  o f  o v e r s e a s  m a rk e tin g  i s  l o s t  

when t h i s  method i s  s e l e c t e d .  C o n tro l  i s  reduced  because  th e  

m a n u fa c tu re r  depends upon a s e p a r a t e ly —owned company to  do i t s  

m a rk e t in g  o v e r s e a s .  As a r e s u l t ,  d i s t r i b u t o r  a c t i o n s  may be of 

one k in d ,  w h ile  m a n u fa c tu re r  e x p e c ta t io n s  a r e  of a n o th e r .  The 

p ro v i s io n  of m arket in fo rm a t io n  i s  a good i l l u s t r a t i o n  of t h i s  

p o i n t .  M a n u fa c tu re rs  r e q u i r e  a c c u r a te  and t im e ly  m arket 

in fo rm a t io n  i f  t h e i r  o v e rse a s  m ark e tin g  i s  to be e f f e c t i v e .  Yet 

w h ile  r e q u i r i n g  in f o r m a t io n ,  m a n u fa c tu re r s  o f t e n  f in d  th a t  

d i s t r i b u t o r s  a re  u n w i l l in g  to c o l l e c t  o r  d iv u lg e  in fo rm a t io n  of 

t h i s  k ind  (H orton  1977, p . 7 2 ) .  A lthough  th e  e x p o r te r  would 

c l e a r l y  l i k e  to change t h i s  p r a c t i c e ,  t h i s  may be d i f f i c u l t  to  

a c h i e v e ,  b ecause  i t  has no a b s o lu t e  c o n t r o l  over the  a c t i o n s  of 

the  d i s t r i b u t o r .  Perform ance l e v e l s  can s u f f e r  as a r e s u l t .

D iv ided  L o y a l t i e s  

Most d i s t r i b u t o r s  r e p r e s e n t  more th a n  one m a n u fa c tu re r ,  and 

the  number of p ro d u c t  l i n e s  c a r r i e d  i s  o f t e n  s u b s t a n t i a l .  This
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means th a t  th e r e  a re  many demands on th e  d i s t r i b u t o r ' s  t im e ,  and 

S tu a r t  a rg u es  t h a t  s in c e  the  d i s t r i b u t o r  i s  unab le  to do th e  b e s t  

job  fo r  everybody , "he c o n c e n t r a t e s  ( 1 )  where he makes the  most 

money and (2 )  where he has th e  l e a s t  a g g ra v a t io n  or  th e  g r e a t e s t  

p e r s o n a l  p u l l "  (1965, p .  8 7 ) .  I t  i s  c l e a r  t h a t  h ig h  perfo rm ance  

i s  d i f f i c u l t  in  t h i s  s i t u a t i o n ,  p a r t i c u l a r l y  when th e  d i s t r i b u t o r  

c o n c e n t r a t e s  on a n o th e r  m a n u f a c tu r e r ' s  p ro d u c t  l i n e .

U nc lea r  f u t u r e  i n t e n t i o n s

The b e l i e f  of the  d i s t r i b u t o r ,  i n  some c a s e s ,  t h a t  the  M-D 

a rrangem en t i s  o n ly  a t r a n s i t o r y  one, i s  a n o th e r  f a c t o r  a f f e c t i n g  

e x p o r t  p e rfo rm an ce .  This th in k in g  r e s u l t s  from th e  id e a  t h a t  

m a n u fa c tu re r s  use d i f f e r e n t  e n t r y  and o p e r a t in g  methods as  they  

pass th rough  v a r io u s  s ta g e s  of i n t e r n a i o n a l  b u s in e s s  

in v o lv e m e n t .  S p e c i f i c a l l y ,  the  view i s  e x p re s se d  t h a t  

m a n u fa c tu re r s  become e s t a b l i s h e d  in  i n t e r n a t i o n a l  b u s in e s s  by way 

o f  lo w -c o s t ,  l o w - r i s k  methods ( e . g . ,  e x p o r t i n g ) ,  and p ro g re s s  

towards more s o p h i s t i c a t e d ,  h i g h e r - c o s t  and h i g h e r - r i s k  methods 

( e . g . ,  f o r e ig n  d i r e c t  in v e s tm e n t ) .  T h is  t h e s i s  i s  w id e ly  h e ld  

(Keegan 1980; R obinson 1973), and i s  su p p o r te d  in  a number of 

e m p i r i c a l  s t u d i e s  (Johanson  and W iedershe im -P au l 1975; Tookey,

Lea and McDougall 1967).

I f  such a p r o g r e s s io n  i s  p lanned  by th e  e x p o r t e r ,  th en  th e  

d i s t r i b u t o r ' s  conce rn  in  u n d e r s ta n d a b le .  In  t h i s  s i t u a t i o n ,  no 

lo n g - te rm  d i s t r i b u t o r  g a in s  can be v i s u a l i z e d  as  r e s u l t i n g  from 

h igh  l e v e l s  of s a l e s ,  s in c e  such a s t a t e  i s  l i k e l y  to h e r a ld  th e



32

d i r e c t  e n t r y  of th e  m a n u fa c tu re r  (Duguid and J a c q u e s  1971 ) .  The 

p o s s i b i l i t y  of d i r e c t  m a n u fa c tu re r  invo lvem ent le a d s  a t  l e a s t  one 

w r i t e r  to  c la im  t h a t  "most d i s t r i b u t o r s  a r e  i n t e r e s t e d  in  

s h o r t - t e r m  s a l e s  and p r o f i t ,  and a re  l e s s  concerned  w ith  

lo n g - te rm  p r o j e c t i o n s  and pan-European growth p la n s "  (H orton 

1977, p .  7 2 ) .  The im p l i c a t i o n  of t h i s  p o t e n t i a l  m is-m atch  in  

o b j e c t i v e s  and a t t i t u d e s  in  th e  dyad i s  c l e a r  -  perfo rm ance  may 

w e l l  be im p a ire d .

High perfo rm ance  i s  made d i f f i c u l t  under th e  M-D e x p o r t in g  

a rrangem ent because  d i s t r i b u t o r  m arke ting  e f f o r t s  a r e  seldom of 

th e  k in d ,  or a t  the  l e v e l ,  th e  e x p o r te r  would i d e a l l y  p r e f e r .

But no t on ly  a re  e f f o r t s  l e s s  than  o p t im a l ,  a t t i t u d e s  o f te n  a r e  

as  w e l l .  T h is  l e a d s  to  c o n s id e r a t io n  of the  n ex t  f a c t o r .

S e l l e r - b u y e r  a tm osphere  

The M-D e x p o r t in g  method b r in g s  two companies to g e th e r  to  

m u tu a l ly  e x p l o i t  a b u s in e s s  o p p o r tu n i ty ,  bu t the  companies 

i n t e r a c t  as s e l l e r  and b u y e r .  In  t h i s  s i t u a t i o n ,  i f  s e l f i s h  

i n s t i n c t s  p re d o m in a te ,  and in fo rm a t io n  i s  not shared  

("o p p o r tu n ism "  aiki " in fo rm a t io n  im pac tedness"  r e s p e c t i v e l y  -  

W ill iam so n  1975) ,  th e n  l i t t l e  c a r ry o v e r  o f  o b l i g a t i o n  or 

invo lvem ent i s  p ro b a b le .  Where the  t r a d in g  atm osphere  i s  of t h i s  

k in d ,  perfo rm ance  l e v e l s  may w e l l  be a f f e c t e d ,

b) G eographic and c u l t u r a l  s e p a r a t io n

The f a c t o r s  d i s c u s s e d  above a f f e c t  perform ance  l e v e l s  in  

home and o v e rs e a s  m a rk e ts ,  b u t  th o se  i d e n t i f i e d  in  th e  nex t two 

s e c t i o n s  r e l a t e  s p e c i f i c a l l y  to  i n t e r n a t i o n a l  m a rk e t in g .
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Companies invo lved  in  i n t e r n a t i o n a l  t r a d e  n e c e s s a r i l y  face  

the  problem of doing b u s in e s s  over long  d i s t a n c e s ,  and in  what 

a r e  sometimes a l i e n  c u l t u r e s .  Indeed th e se  i n t e r n a t i o n a l  

b u s in e s s  f a c t o r s  o f te n  shape th e  approach  of f i rm s  tow ards 

o v e r s e a s  m a rk e ts .  S ev e ra l  s tu d ie s  have shown t h a t  f i rm s  b eg in  

e x p o r t in g  by c u l t i v a t i n g  m arke ts  c lo s e  to  home and th e n  ex ten d in g  

f u r t h e r  a f i e l d  ( S in a i  1970; S t a t e  of M innesota  1975; T esar  

1975).  In  t h i s  way, the  g eo g rap h ic  and c u l t u r a l  s e p a r a t io n s  or 

"p sy c h ic  d i s t a n c e "  (Johanson  and W iedershe im -P au l 1975; Johanson  

and V ahlne 1977) between th e  e x p o r te r  and the  e x p o r t  m arket a r e  

re d u c e d .  Even when s e p a r a t io n s  a r e  reduced  by th e  e x p o r te r  in  

t h i s  way, c e r t a i n  f a c t o r s  s t i l l  rem ain  which a f f e c t  p e rfo rm ance .  

These a r e  now o u t l i n e d .

N egative  p e r c e p t io n s  o f  f o r e i g n e r s  

S ince  v a l u e s ,  p e r c e p t io n s ,  b e l i e f s  and o th e r  c o g n i t i o n s  

i n f l u e n c e  p e o p le ’ s b e h a v io u r ,  the  o v e r s e a s  d i s t r i b u t o r ' s  

" f o r e ig n e s s "  may w e ll  le ad  to d i f f i c u l t i e s .  For exam ple, 

A b d e l-M a le k 's  (1974) r e s e a r c h  d em o n s tra ted  t h a t  e x p o r t e r s '  

p e r c e p t io n s  of i n t e r m e d i a r i e s  v a ry  c o n s id e r a b ly .  Canadian e x p o r t  

m a n u fa c tu re r s  were found to r e g a rd  i n t e r m e d i a r i e s  i n  A f r i c a ,

A s ia ,  and L a t in  American as l e s s  easy  to communicate w i th ,  l e s s  

p rom pt,  l e s s  a g g r e s s iv e ,  l e s s  d e p e n d a b le ,  and l e s s  com petent than  

Canadian i n t e r m e d i a r i e s .  The c o n t r a s t s  were l e s s  pronounced when 

W este rn  European  and Canadian i n t e r m e d i a r i e s  were com pared, bu t 

g e n e r a l l y  th e  l a t t e r  were e v a lu a te d  more f a v o u ra b ly .  I t  i s  e a sy
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t o  see  how beh av io u r  could  be shaped by n e g a t iv e  p e r c e p t io n s  of 

t h i s  k in d ,  and how the beh av io u r  m ight make h ig h  perform ance 

l e v e l s  hard  to a t t a i n .

Communication problem s

P o t e n t i a l  d i f f i c u l t i e s  i n  communicating w ith  fo r e ig n

i n t e r m e d i a r i e s  a re  r a i s e d  above ,  b u t  t h i s  p o in t  d e se rv e s  s e p a r a t e

a t t e n t i o n .  A number of w r i t e r s  a r e  concerned  w ith  t h i s  m a t t e r .

Almaney (1974) o b se rv e s :

P eop le  in  d i f f e r e n t  s o c i e t i e s  communicate d i f f e r e n t l y .
And the  way they  communicate i s  governed by t h e i r  
c u l t u r a l  sy s tem s . These system s d e te rm in e  p e o p l e 's  
cho ice  of words, t h e i r  meanings fo r  the  w ords, t h e i r  
p u rposes  fo r  communicating and t h e i r  modes of 
n o n -v e rb a l  com m unication, ( p .  23)

These d i f f e r e n c e s  may w e l l  mean t h a t  e f f e c t i v e  communication 

between company in d i v id u a l s  i s  more a b s e n t  th a n  p r e s e n t .  In  t h i s  

s i t u a t i o n ,  o p t im a l  d e c i s io n s  canno t be made, f o r  the  

d e c is io n -m a k e rs  o p e ra te  under th e  c o n d i t io n  t h a t  W illiam son  

(1975) c a l l s  "bounded r a t i o n a l i t y . "

One way in  which c u l t u r a l  and v a lu e  d i f f e r e n c e s  might le a d  

to  com munications problems and poor perform ance  i s  sugges ted  

below:

S e c r e t iv e n e s s  i s  one of th e  prom inent c h a r a c t e r i s t i c s  
o f  th e  indep en d en t t r a d e r  i n  any s o c i e t y . . . t h e . . .  
m e rc h a n t . . . i s  th o ro u g h ly  in v o lv e d  w ith  a p h i lo so p h y  
q u i t e  a t  odds w ith  th e  concep t o f  t r a n s m i t t i n g  
in fo rm a t io n  to p ro d u c e r s .  I t  i s  ran k  h e re sy  by h i s  
s t a n d a r d s ,  fo r  exam ple, to t e l l  a m a n u fa c tu re r  how much 
in v e n to ry  he h a s ,  one of th e  key p ie c e s  of in fo rm a t io n  
t h a t  can h e lp  the  p r o d u c e r . . .  (F a y e rw e a th e r  1970, pp.
71-72)

Good com m unications between m a n u fa c tu re r  and o v e rs e a s  

d i s t r i b u t o r  a re  o b v io u s ly  c r u c i a l  i f  su c c e s s  i s  to be
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e x p e r ie n c e d ,  bu t the v e ry  s e p a r a t i o n  o f  th e  two p a r t i e s  makes 

t h i s  no easy  m a t t e r .

P h y s ic a l  d i s t r i b u t i o n  s t r a i n s

A nother problem a re a  con ce rn s  th e  p h y s ic a l  d i s t r i b u t i o n  of 

the  p ro d u c ts  be ing  t r a d e d .  Because of th e  long d i s t a n c e  over 

which much i n t e r n a t i o n a l  b u s in e s s  i s  c o n d u c te d , e x p o r t  

d i s t r i b u t i o n  ten d s  to be more complex th a n  t h a t  conducted  i n  th e  

home m a rk e t .  A c co rd in g ly ,  g r e a t e r  d i f f i c u l t i e s  a r e  o f t e n  

e x p e r ie n c e d .  Examples in c lu d e :  damage, p i l f e r a g e  and d e la y  due

to  in te rm o d a l  movements; p ro d u c t  d e t e r i o r a t i o n  r e s u l t i n g  from 

ex tended  s h ip p in g  tim es and c l i m a t i c  ch an g es ;  d e la y s  due to 

d o cu m en ta t io n  re q u ire m e n ts  n o t  being  met (Tookey 1971, pp.

1 4 -1 7 ) .  Each of th e se  problem a re a s  tend  to s t r a i n  th e  t r a d in g  

r e l a t i o n s h i p ,  a g a in  a f f e c t i n g  p e rfo rm a n ce .

Three problem a r e a s  have been i d e n t i f i e d  in  t h i s  s e c t i o n  

r e s u l t i n g  from the  g e o g ra p h ic a l  and c u l t u r a l  s e p a r a t i o n  of th e  

e x p o r te r  and i t s  o v e rseas  d i s t r i b u t o r .  To a l a rg e  e x t e n t  th e s e  

a r e  problem s enco u n te red  g e n e r a l l y  in  i n t e r n a t i o n a l  b u s in e s s .

For exam ple, th e  i n t e r c u l t u r a l  com m unications q u e s t io n  i s  one no 

l e s s  r e l e v a n t  to m u l t i n a t i o n a l  c o r p o r a t io n s  (where h e a d q u a r te r s  

must d e a l  w ith  s u b s i d i a r i e s - s e e  B rand t and H u lb e r t  1977), th a n  to  

th e  e x p o r t e r  who must d e a l  w ith  h i s  o v e r s e a s  d i s t r i b u t o r .  

F u r th e rm o re ,  i n t e r n a t i o n a l  d i s t r i b u t i o n  i s  an a lm ost u n iv e r s a l  

a c t i v i t y  f o r  companies in v o lv ed  i n  world  m a rk e ts .  What i s  

d i s t i n c t i v e  about th e s e  problem s, however, i s  t h a t  they  a re  more
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se v e re  in  th e  M-D r e l a t i o n s h i p .  T h is  s e v e r i t y  stems f i r s t  from 

the  f a c t  t h a t  the  dyad members a re  r a t h e r  lo o s e ly  c o n n ec ted ,  t h a t  

i s  th e  p a r t i e s  a re  in d ep en d en t of each o th e r  as  d is c u s s e d  above. 

Such independence makes i t  l e s s  easy  fo r  c o n t r o l s  to be 

e s t a b l i s h e d  to  d e a l  w ith  th e  p ro b lem s,  and w ith o u t  t h e s e ,  

p e r fo rm a n c e - r e la te d  problems may r e c u r  th rough  t im e .  A second 

re a s o n  f o r  the  s e v e r i t y  of th e se  " g e o c u l t u r a l "  f a c t o r s  i n  M-D 

d yads , r e s u l t s  from the  f a c t  t h a t  t h i s  type  of m ark e tin g  method 

i s  f r e q u e n t l y  used e a r l y  in  th e  m a n u f a c tu r e r ' s  i n t e r n a t i o n a l  

o p e r a t i o n s .  When t h i s  i s  so , th e  m a n u fa c tu re r  may have l i t t l e  or 

no p r i o r  e x p e r ie n c e  to  draw from. Thus, g e o c u l t u r a l  s e p a r a t io n s  

may c r e a t e  s ev e re  problems i n  M-D r e l a t i o n s h i p s ,

c )  The companies a re  bound by d i f f e r e n t  r u l e s  of law

Since the  e x p o r te r  and o v e rse a s  d i s t r i b u t o r  o p e ra te  in  two 

s e p a r a t e  c o u n t r i e s ,  d i f f e r e n t  b o d ie s  of law govern  t h e i r  v a r io u s  

a c t i v i t i e s .  Although l e g a l  m a t t e r s  a r e  no t em phasized in  t h i s  

r e s e a r c h ,  two l e g a l  f a c t o r s  t h a t  touch  on perform ance l e v e l s  a re  

h i g h l i g h t e d .  The f i r s t  of th e s e  co n ce rn s  r e s t r i c t i o n s  on 

v e r t i c a l  t r a d i n g  a r ra n g e m e n ts ,  and th e  second , the  d i s m i s s a l  of 

d i s t r i b u t o r s .

I t  was argued  above t h a t  when a m a n u fa c tu re r  chooses to 

o p e r a te  th ro u g h  an o v e rsea s  d i s t r i b u t o r ,  i t  shou ld  r e c o g n iz e  t h a t  

some c o n t r o l  over f o r e ig n  m a rk e tin g  i s  fo re g o n e .  Laws in  f o r e ig n  

c o u n t r i e s  a l s o  r e s t r i c t  the  c o n t r o l  o f  th e  m a n u fa c tu re r .  For 

exam ple ,  in  th e  European Economic Community (EEC), p r i c e  f i x i n g ,  

and e x c lu s iv e  d i s t r i b u t i o n  agreem ents  in v o lv in g  a b s o lu t e



37

t e r r i t o r i a l i t y  a r e  p ro h ib i t e d  under A r t i c l e  8 5 (1 )  o f  the  

A n t i t r u s t  l e g i s l a t i o n  (N athan  1979). These r e s t r i c t i o n s  b o th  

p o t e n t i a l l y  a f f e c t  perfo rm ance . P r i c e  i s  c l e a r l y  an im p o r ta n t  

e lem ent in  th e  m a n u fa c tu r e r ' s  m ark e tin g  programme, ye t th e  law 

i n d i c a t e s  t h a t  the  o v e rs e a s  s e l l i n g  p r i c e  i s  th e  d e c i s i o n  o f  the  

d i s t r i b u t o r .  The e x c lu s iv e  d i s t r i b u t i o n  r e s t r i c t i o n  means t h a t  

th e  e x p o r te r  canno t p re v e n t  a d i s t r i b u t o r  in  one EEC c o u n t ry  from 

r e - e x p o r t i n g  i t s  p ro d u c ts  to cus tom ers  in  a n o th e r  EEC c o u n t ry ,  

even though th e  m a n u fa c tu re r  has a  second d i s t r i b u t o r  th e r e  

(Newes 1971, p .  7 3 ) .  These r e s t r i c t i o n s  on m a n u fa c tu re r s  

o p e r a t in g  in  EEC c o u n t r i e s  make " o r d e r ly "  m ark e tin g  p o t e n t i a l l y  

d i f f i c u l t  to a c h ie v e .  (Legal r e s t r i c t i o n s  t h a t  ap p ly  i n  a 

c r o s s - s e c t i o n  of o th e r  c o u n t r i e s  a r e  rev iew ed in  McMillan and 

P au lden  (1 9 7 4 ) . )

I f  perform ance i s  a t  a l e v e l  low er than  t h a t  co n s id e re d  

t o l e r a b l e , m a n u fa c tu re r  th o u g h ts  may tu r n  to r e p l a c in g  th e  

e x i s t i n g  d i s t r i b u t o r  w ith  a n o th e r ,  o r  a l t e r n a t e l y ,  to  using  a 

d i f f e r e n t  method to  p e n e t r a t e  the  f o r e ig n  m a rk e t .  When t h i s  i s  

so ,  th e  d i f f i c u l t y  of d is m is s in g  o v e r s e a s  d i s t r i b u t o r s  i s  a n o th e r  

f a c t o r  to  be c o n s id e re d .

D i f f i c u l t y  o f  d is m is s in g  th e  o v e r s e a s  d i s t r i b u t o r  

The g e n e ra l  n a tu r e  of th e  l e g a l  problem  i s  i n d i c a t e d  when 

S tu a r t  w r i t e s :

In  E u ro p e . . .  each c o u n t ry  has laws which seem to p r o t e c t  
th e  d i s t r i b u t o r  o r  agen t much more th an  the  
m a n u fa c tu r e r .  The l o c a l  o r g a n iz a t i o n  has g r e a t e r  
p r o t e c t i o n  under th e  law th an  does th e  f o r e ig n  company, 
a lm ost w ith o u t  r e g a rd  fo r  what th e  [ d i s t r i b u t o r  o r  
a g e n t ]  ag reem en t s a y s .  (1965 , p .  87)
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T his  view o f unequal p r o t e c t i o n  i s  v o ic ed  by o th e r s  and 

a p p ea rs  to be a r e a l  problem where d i s t r i b u t o r  d i s m is s a l  i s  

co n c e rn e d .  While many would argue t h a t  d i s m i s s a l  i s  w a rran ted  

where s a l e s  perform ance i s  poor, a p p a r e n t ly  such an a c t i o n  i s  n o t  

e a s i l y  consummated. A ccording  to  B ic k e r s ,  " t h i s  [poor 

perfo rm ance]  i s  ex tre m e ly  d i f f i c u l t  to prove and i s  a p le a  which 

r e c e i v e s  m arkedly  l i t t l e  sympathy anywhere" (1971, p . 5 3 ) .  I f  

t h i s  i s  so , th e n  the  m a n u fa c tu re r  t h a t  i s  coup led  w ith  a p o o r ly  

p e rfo rm in g  d i s t r i b u t o r  may be unab le  to  improve e x p o r t  

perform ance  f o r  some t im e ,

d) Review

When the  e x p o r te r  uses  an o v e rse a s  d i s t r i b u t o r  to p e n e t r a t e  

a f o r e ig n  m a rk e t ,  th r e e  f a c t o r s  p o t e n t i a l l y  a f f e c t  pe rfo rm an ce .  

These a r e :  th e  s e p a r a t e  ow nership  of th e  two com panies, t h e i r

g e o g ra p h ic  and c u l t u r a l  s e p a r a t i o n ,  and th e  f a c t  t h a t  th e  

companies a re  bound by d i f f e r e n t  r u l e s  of law .

W hile th e s e  f a c t o r s  seem to  m i l i t a t e  a g a i n s t  h ig h  p e r f o r 

mance, th e  e x te n s iv e  use of o v e rseas  d i s t r i b u t o r s  by e x p o r te r s  

s u g g e s t s  t h a t  rem ed ies  to  th e s e  problem s have been found . In  th e  

n ex t  s e c t i o n ,  m a n u fa c tu re r  management of M-D r e l a t i o n s  a r e  

o u t l i n e d .  Thus, th e  rev iew  moves on from th e  m a t te r  of 

perfo rm ance  p rob lem s, to  t h a t  of r e l a t i o n s h i p  management.

2 .3 .3  Managing m a n u fa c tu re r  -  o v e r s e a s  d i s t r i b u t o r  r e l a t i o n s  so 
as  to  enhance perfo rm ance  l e v e l s

Two k in d s  of l i t e r a t u r e  a re  rev iew ed  in  t h i s  s e c t i o n ,  f o r  

b o th  p r e s c r i p t i v e  and e m p i r ic a l  w r i t i n g s  a re  found . The q u e s t io n  

t h a t  th e  p r e s c r i p t i v e  w r i t e r s  seek to answer i s , "What should  be
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done to  enhance p e rfo rm a n ce?" ,  w hereas th e  e m p i r ic a l  s t u d i e s  

q u e s t i o n ,  "What ^  a c t u a l l y  done and w ith  what e f f e c t ?" The 

o r g a n i z a t i o n  of th e  m a te r i a l  t h a t  f o l l o w s ,  r e p e a t s  t h a t  found 

above -  th e  p r e s c r i p t i v e  and e m p i r i c a l  l i t e r a t u r e  i s  rev iew ed fo r  

each  of th e  th r e e  f a c t o r s  t h a t  a f f e c t  p e rfo rm a n ce ,

a )  The s e p a r a t e  ow nership  of th e  two companies

P r e s c r i p t i v e  w r i t i n g s  

Numerous w r i t i n g s  e x i s t  co n ce rn in g  th e  la c k  o f  c o n t r o l  of 

th e  e x p o r t e r ,  and th e  d iv id e d  l o y a l i t i e s  of o v e rse a s  d i s t r i b u t o r s  

u nder  th e  M-D a r ra n g e m e n t .  I t  i s  c la im ed  th e  b e s t  way fo r  the  

e x p o r te r  to overcome th e  d iv id e d  l o y a l t y  of th e  d i s t r i b u t o r  i s  

th ro u g h  p ro v id in g  e f f e c t i v e  b u s in e s s  and m arke ting  su p p o r t  

programmes. The most im p o r ta n t  f a c t o r  to be c o n s id e re d  h e re ,  i s  

t h a t  :

M o tiv a t io n  and in c e n t iv e  te c h n iq u e s  t h a t  can be so 
h e l p f u l  to  a t t r a c t i n g ,  h o ld in g ,  and s t i m u l a t i n g  
em ployees [ e . g . ,  in  an o v e r s e a s  s a l e s  o f f i c e ]  do not 
work w ith  d i s t r i b u t o r s .  They work fo r  money.
I n t a n g i b l e  b e n e f i t s  u s u a l l y  le a v e  them c o ld .  ( B u s in ess  
I n t e r n a t i o n a l  1970, p .  2)

The most e f f e c t i v e  way to s e c u re  l o y a l t y  from the

d i s t r i b u t o r  i s  to  work c l o s e l y  w ith  him and to d em o n s tra te  how

much money can be made from s e l l i n g  th e  m a n u f a c tu r e r ' s  l i n e .

This re sp o n se  i s  w e ll  d e s c r ib e d  by T e r p s t r a ,  when he s t a t e s :

The problem  [d e a l in g  w ith  in d ep en d en t i n t e r m e d i a r i e s ]  
th e n  becomes one of g e t t i n g  c o o p e ra t io n  r a t h e r  than  
m a in ta in in g  c o n t r o l . . .m a n u fa c tu re r s  have developed  
d i f f e r e n t  te c h n iq u e s  and ap p roaches  f o r  encou rag ing  
c o o p e r a t io n  from members of th e  c h a n n e l .  Some of th e s e  
a r e  a t t r a c t i v e  m a rg in s ,  e x c lu s iv e  t e r r i t o r i e s ,  a 
v a lu a b le  f r a n c h i s e ,  a d v e r t i s i n g  s u p p o r t  and c o o p e r a t iv e  
a d v e r t i s i n g ,  f in a n c in g ,  s a l e s  fo rc e  o r  s e r v i c e  
t r a i n i n g ,  b u s in e s s  a d v iso ry  s e r v i c e ,  m arket r e s e a r c h  
a s s i s t a n c e ,  and m is s io n a ry  s e l l i n g .  (1972 , p . 321)
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In  a s im i l a r  v e in ,  o th e r  w r i t e r s  recommend management in  

e x p o r t in g  companies to coax th e  b e s t  p o s s i b l e  perform ance from 

th e  d i s t r i b u t o r ,  th ro u g h  a ju d i c io u s  co m bina tion  o f  t r a i n i n g  and 

inducem ents to m a in ta in  l o y a l t y .

Turning to  th e  q u e s t io n  o f  la c k  o f  c o n t r o l , most w r i t e r s  

c la im  th a t  some c o n t r o l  can be a c h ie v e d ,  i f  i t  i s  coup led  w ith  

su p p o r t  programmes l i k e  th o se  o u t l i n e d  above. P e r s o n a l  v i s i t s ,  

r e p o r t s ,  and s a le s  q u o ta s  a re  t h r e e  f r e q u e n t ly  c i t e d  means fo r  

th e  m a n u fa c tu re r  to  a c h ie v e  g r e a t e r  c o n t r o l .  P e r s o n a l  v i s i t s  

p ro v id e  the  o p p o r tu n i ty  fo r  o b s e r v a t io n  and d i s c u s s io n  of th e  

p ro g re s s  t h a t  the  d i s t r i b u t o r  i s  making w ith  the  m a n u fa c tu r e r ’s 

p ro d u c ts .

V arious  k in d s  of r e p o r t s  a re  recommended, in c lu d in g :  s a l e s

c a l l  r e p o r t s ,  monthly and q u a r t e r l y / s i x - m o n t h l y  r e p o r t s  on s a l e s ,

i n v e n to r y ,  a f t e r - s a l e s  s e r v i c e ,  and c o m p e t i t iv e  a c t i v i t i e s .

W elle r  su g g e s ts  t h a t  th e  m a n u fa c tu re r  demand an a n a l y t i c a l

approach  to  the  m arket from the  d i s t r i b u t o r  " s in c e  fo r  much of

th e  tim e th e  agen t i s  no t m erely  a p e d l a r ,  b u t  e f f e c t i v e l y  a

l o c a l  manager" (1971, p . 124 ) .  There a re  l i m i t s ,  how ever, to the

amount of time a d i s t r i b u t o r  can be ex p ec ted  to pu t i n t o  t h i s

k ind  of a c t i v i t y .  M oreover:

D i s t r i b u t o r s  o f t e n  do not l i k e  to  do t h i s  [send  c a l l  
r e p o r t s ] ,  p r e f e r r i n g  to m a in ta in  a b u f f e r  between th e  
m a n u fa c tu re r s  and th e  d i s t r i b u t o r s ’ cus tom ers  (even  keeping  
t h e i r  i d e n t i t y  s e c r e t ) ,  under th e  p h i lo so p h y  t h a t  th e  
m a n u fa c tu re r  i s  a  b i t  more dependen t on th e  d i s t r i b u t o r  fo r  
h i s  m arke ting  e f f o r t s .  ( B u s in e s s  I n t e r n a t i o n a l  1970, p .  25)

A f i n a l  method fo r  a c h ie v in g  some c o n t r o l  over f o r e ig n

o p e r a t io n s  i s  th e  s a l e s  q u o ta .  The q u o ta  system  i s  u s u a l l y

l in k e d  to  some form of i n c e n t i v e ,  so t h a t  a b o v e -q u o ta  s a l e s  a re
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rew arded  in  some s p e c i a l  way, e . g . ,  by a l a r g e r  d i s c o u n t ,  or 

p e rh a p s ,  an o verseas  v a c a t io n .  Should q u o ta s  prove im p o s s ib le ,  

s e t t i n g  s a l e s  t a r g e t s  w ith  th e  a s s i s t a n c e  o f  th e  d i s t r i b u t o r  i s  

a n o th e r  a l t e r n a t i v e .

As to the  i s s u e  of u n c le a r  f u t u r e  i n t e n t i o n s , th e  p r e v a i l i n g  

view i s  th a t  such u n c e r t a i n t y  shou ld  be reduced  as  f a r  as  i s  

p o s s i b l e .  The l o g i c a l  tim e f o r  t h i s  to  happen i s  d u r in g  i n i t i a l  

exchanges between the  companies (C laudy 1971, p. 1 3 2 ) .  

P re -ag reem en t  d i s c u s s io n s  should  in c lu d e  s ta t e m e n ts  of th e  

e x p o r t e r ' s  e x p e c ta t io n s  and p la n s  fo r  th e  m arket in  q u e s t i o n .  A 

f r a n k  s ta te m e n t  of i n t e n t  g iv e s  the  o v e r s e a s  d i s t r i b u t o r  a 

c l e a r e r  view of what th e  f u tu r e  h o ld s ,  and an o p p o r tu n i ty  to  look  

e lse w h e re  i f  the  a rrangem en t does no t seem p ro m is in g . Where 

s u s p i c io n s  of d i r e c t  e n t r y  by th e  m a n u fa c tu re r  a re  a ro u se d ,  

f r a n k n e s s  would seem th e  b e s t  move a g a in  on th e  p a r t  of the  

e x p o r t e r .  I f  s u s p i c io n s  a re  h a rb o u red  by th e  d i s t r i b u t o r ,  th e s e  

co u ld  a d v e r s e ly  a f f e c t  th e  m ark e tin g  a c t i v i t i e s  fo r  th e  

e x p o r t e r ' s  p roduct l i n e .  The b e s t  recom m endation t h a t  can be 

made to  th e  e x p o r te r  th e n ,  i s  t h a t  in f o r m a t io n  exchange shou ld  be 

as open as p o s s i b l e .

In  th e  l i t e r a t u r e  c o n s u l t e d , no e x p l i c i t  g u id e l in e s  were 

found r e g a rd in g  the  way in  which m a n u fa c tu re r s  shou ld  d e a l  w ith  

th e  problem  o f  s e l l e r - b u y e r  a tm o s p h e re . I t  seems l i k e l y ,  

however, t h a t  the  v a r io u s  w r i t e r s  in  th e  f i e l d  expec t a b e t t e r  

a tm osphere  to develop  from r e p e a te d  i n t e r a c t i o n  between the  two 

f i r m s ,  and th e  development of m u tu a l ly  rew ard in g  b u s in e s s .

T hus, any p r a c t i c e  t h a t  draws th e  two com panies c l o s e r  t o g e t h e r .
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and im proves t h e i r  j o i n t  p r o f i t s ,  shou ld  reduce  s e l l e r - b u y e r  

c o n f l i c t .  P e rso n a l  v i s i t s  and su p p o r t  programmes a r e  examples of 

i n i t i a t i v e s  h e r e .

E m p ir ic a l  w r i t i n g s

S e v e ra l  U.K. s t u d i e s  s u g g e s t  e x p o r te r s  cou ld  do much more to  

overcome th e  problem s stemming from s e p a r a t e  ow n ersh ip ,  f o r  

m o t iv a t io n  and c o n t r o l  of o v e rse a s  d i s t r i b u t o r s  a p p ea rs  a t  b e s t  

h a p h a z a rd .  One e x t e n s iv e  s tu d y  found t h a t  a l th o u g h  m a n u fa c tu re rs  

s e t  t a r g e t s  f o r  t h e i r  own em ployees, o n ly  30 p e rc e n t  d id  so f o r  

a g e n ts  and t h a t  t h i s  was a t a c i t  ad m iss io n  of th e  la c k  of 

in f lu e n c e  the  e x p o r te r  had over the  ag en t  ( I . T . I .  R esea rc h  1975, 

p .  3 7 ) .  H unt, F ro g g a t t  and H ove ll  found th a t  "Once a d i s t r i b u t o r  

has been a c c e p te d  as  s a t i s f a c t o r y  by a f i rm  i t  i s  common p r a c t i c e  

to  g iv e  him a l a r g e  amount of a u t o n o m y . . . , "  and t h a t  t h i s  i s  

based on th e  b e l i e f  t h a t  " th e  b e s t  re sp o n s e  from a g en ts  i s  l i k e l y  

to  be ach iev ed  when th e y  a re  no t too  c l o s e l y  t i e d  by r i g i d  

p ro ced u re s  l a i d  down by the  p roducing  f i rm  in  th e  U . K . . . . "

(1967 , p . 2 3 ) .  A nother s tu d y  showed t h a t  a v ic io u s  c y c le  of 

e v e n ts  took p la c e  f o r  some B r i t i s h  companies : "Because th e

e x p o r t  d ep a r tm e n ts  were undermanned, v i s i t s  to a g e n ts  were 

i n f r e q u e n t  and perfo rm ance f e l l .  T h e r e f o r e ,  more a g e n ts  were 

h i r e d ,  who were v i s i t e d  l e s s  f r e q u e n t l y ,  and so on" (B u s in ess  

Europe 1967, c i t e d  i n  T e r p s t r a  1972, p .  3 2 4 ) .

These r e s u l t s  a re  i n t e r e s t i n g  when ju x ta p o se d  w ith  a su rvey  

of American m a n u fa c tu r e r s '  p r a c t i c e s .  Here th e  im p re s s io n  g iven  

i s  t h a t  the  sampled companies made e x t e n s iv e  use of t r a i n i n g .
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s u p p o r t ,  and c o n t r o l  m ethods . P e rh a p s ,  how ever, th e s e  were 

p a r t i c u l a r l y  p ro g re s s iv e  e x p o r t e r s ,  fo r  i t  i s  n o te d :  "Many f irm s  

have done n ex t to  n o th ing  to  improve d i s t r i b u t o r  p e r f o r m a n c e . . . "  

(B u s in ess  I n t e r n a t i o n a l  1970, p. i ) .

The e m p ir ic a l  ev id en ce  p o in t s  to e x p o r t  management beh av io u r  

which i s  a t  v a r ia n c e  from t h a t  advoca ted  in  the  l i t e r a t u r e .  In  

p a r t i c u l a r ,  U.K. s t u d i e s  show t h a t  methods to overcome the  

problems r e s u l t i n g  from d iv id e d  l o y a l i t i e s  and la c k  of c o n t r o l  

a r e  used s p a r in g l y ,  even among v e ry  s u b s t a n t i a l  e x p o r t  

m a n u fa c tu r in g  com panies. Much a l s o  rem ains  to be done in  th e  

U .S. to  b e t t e r  c o u n te r  th e  problem of s e p a r a t e  o w nersh ip ,  and the  

e f f e c t  t h a t  t h i s  has on perfo rm ance l e v e l s  fo r  th e  e x p o r t e r ,

b) G eographic  and c u l t u r a l  s e p a r a t io n

P r e s c r i p t i v e  w r i t i n g s

The e x p o r t e r ' s  perform ance l e v e l  was seen  e a r l i e r  to be 

a f f e c t e d  by a number o f  g e o c u l t u r a l  e le m e n ts .  Ways to  reduce  

th e s e  problems a re  advoca ted  by a number of w r i t e r s .  The b e s t  

way fo r  th e  e x p o r te r  to  f in d  ou t the  t r u e  a b i l i t y  of th e  o v e rs e a s  

d i s t r i b u t o r  (and by im p l i c a t i o n ,  to d i s p e l  any  n e g a t iv e  

p e r c e p t io n s  t h a t  e x i s t ) ,  i s  to  pay f r e q u e n t  v i s i t s  to  th e  f o r e ig n  

m a rk e t .  In  f a c t ,  p e r s o n a l  v i s i t s  a r e  s t r e s s e d  as  a way whereby 

com panies can g e n e r a l ly  be drawn more c l o s e l y  t o g e t h e r .  "However 

f r e q u e n t  and s a t i s f a c t o r y  w r i t t e n  com m unications may be ,  i t  i s  

always p o s s i b l e  to  l e a r n  som ething new by p e r s o n a l l y  t a lk in g  

th in g s  over"  (B ic k e r s  1971, p .  6 0 ) .  The e x p o r te r  i s  encouraged  

to  d ev e lo p  a programme of p e r s o n a l  v i s i t s ,  in v o lv in g  a v a r i e t y  of
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s e n io r  p e r s o n n e l .  In  t h i s  way, m a rk e t in g ,  t e c h n i c a l ,  p a r t s  and

o th e r  managers may v i s i t  the  d i s t r i b u t o r  o v e r s e a s ,  th e re b y

f o s t e r i n g  b e t t e r  i n t e r f i r m  com m unications. V i s i t s  by the

d i s t r i b u t o r ' s  s e n io r  p e r so n n e l ,  in  a d d i t i o n  to th e  p r i n c i p a l ,

a l s o  h e lp  i n  t h i s  p ro c e s s .

Aside frcm p e rs o n a l  v i s i t s ,  the  e x p o r te r  and d i s t r i b u t o r

shou ld  make use of o th e r  communication modes to  t r a n s a c t  t h e i r

b u s in e s s .  Whether co rre sp o n d en ce ,  t e l e x  m essages ,  o r  te le p h o n e

c a l l s  a r e  dom inan t,  perform ance i s  enhanced by good, c l e a r ,

unambiguous communication on the  p a r t  of th e  e x p o r t e r .

F u rtherm ore  "head o f f i c e  shou ld  make su re  i t s  l e t t e r s  a re

s y m p a th e t ic ,  t o l e r a n t  and easy  fo r  a f o r e ig n e r  to u n d e rs tan d "

(B ic k e rs  1971, p .  5 9 ) .  Another w r i t e r  i s  f o r c e f u l  on the m a t te r

of com m unica tions:

An ag e n t  should  always be made to f e e l  he i s  one of th e  
f a m i ly ,  t h a t  h i s  work i s  a p p r e c i a t e d ,  and th a t  h i s  
i n t e r e s t s  a re  bound up w ith  those  of th e  company. In  
o th e r  w ords, the  v e ry  b e s t  p u b lic  r e l a t i o n s  shou ld  be 
p r a c t i s e d  on o v e rseas  a g e n t s ,  because  t h i s  i s  th e  way 
to  e n su re  one g e t s  the  most out of them.
(Descham psneufs 1967, p .  76)

The same w r i t e r  goes on to su g g es t  ways to  a c h ie v e  such a 

s t a t e ,  i n c lu d in g :  being kep t in  the  p i c t u r e ,  be ing  s e n t  advance

(and o f t e n  c o n f i d e n t i a l )  in fo rm a t io n ,  having  one c o n ta c t  person  

in  charge  of m a in ta in in g  com m unications, and no t o v e rb u rd en in g  

th e  d i s t r i b u t o r  w ith  paperwork i f  he i s  to  be an e f f i c i e n t  

sa le sm an . O ther means fo r  m a in ta in in g  e f f e c t i v e  com m unications 

e x i s t :  house  magazines which a re  c i r c u l a t e d  to  d i s t r i b u t o r s  and

cus tom ers  o v e r s e a s ,  and s e t t i n g  and o b se rv in g  t a r g e t  d a te s  by
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which r e p l i e s  shou ld  be d is p a tc h e d  to  d i s t r i b u t o r  e n q u i r i e s  

a n d /o r  o r d e r s .

N eed le ss  to  s a y ,  th e  same com munications programme can be 

put to good e f f e c t  i n  l e s s e n in g  th e  s t r a i n s  e x p e r ien ced  in  

p h y s i c a l  d i s t r i b u t i o n  o f  th e  e x p o r t e r ' s  p ro d u c ts  o v e r s e a s .

E m p ir ic a l  w r i t i n g s

The q u e s t i o n  o f  p e r s o n a l  v i s i t s  has been w e l l  r e s e a rc h e d  and 

c o n s i s t e n t  f in d i n g s  a re  a p p a r e n t .  These show t h a t  th e  freq u en cy  

o f  v i s i t i n g  o v e rs e a s  m arke ts  i s  p o s i t i v e l y  c o r r e l a t e d  w ith  ex p o r t  

p e r fo rm a n c e .  Two s t u d i e s  a re  w orth  n o t in g  s p e c i f i c a l l y .

In  a s tu d y  o f  227 U.K. m echan ica l  e n g in e e r in g  com panies , 

l a r g e - s c a l e  e x p o r te r s  ( f i r m s  where e x p o r ts  were o n e - h a l f  of t o t a l  

s a l e s  or more) v i s i t e d  m arke ts  t h r e e  t im es  as o f te n  a s  s m a l le r  

e x p o r t in g  com panies .  For d i r e c t o r  v i s i t s ,  th e  same com parison 

showed t h a t  tw ice  as  many v i s i t s  were made by th e  l a r g e - s c a l e  

e x p o r te r s  (M echan ica l E n g in e e r in g  EDC 1968, p. 5 0 ) .  A second 

U.K. s tu d y  o f  112 com panies, whose combined e x p o r ts  accoun ted  fo r  

25 p e r c e n t  o f  t o t a l  U.K. m an u fac tu red  goods e x p o r t s ,  found th a t  

p e r s o n a l  v i s i t s  were made more f r e q u e n t ly  to key (h ig h  s a l e s )  

m ark e ts  th a n  o t h e r s .

A ccord ing  to the  r e s e a r c h e r s ,  v i s i t  f requency  and s a l e s  

l e v e l  a r e  more th an  c o r r e l a t e d ;  th e y  a s s e r t  t h a t  in c re a s e d  

v i s i t a t i o n  c r e a t e s  t r a d e  ( I . T . I .  R esea rc h  1975, p .  3 6 ) .  O ther 

s t u d i e s  p r e s e n t  s i m i l a r  f i n d in g s  (Cunningham and S p ig e l  1971; 

McDougall and S te n in g  1975; P o l i t i c a l  and Economic P la n n in g  1964; 

Tookey 19 6 4 ) .
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A side from p e r s o n a l  v i s i t s ,  l i m i t e d  ev id en ce  e x i s t s  on th e  

e x t e n t  to  which o th e r  com m unications methods a r e  u se d .  In  one 

American s tu d y  i t  was found th a t  "most companies em phasize th e  

im portance  of r e p ly in g  p rom ptly  [ to  d i s t r i b u t o r  e n q u i r i e s ] ;  one 

company t r i e s  to  respond to  c a b le s  w i th in  24 h o u rs  and l e t t e r s  

w i th in  f i v e  days" (B u s in ess  I n t e r n a t i o n a l  1970, p .  6 ) .  T ra in in g  

v i s i t s  a r e  a n o th e r  p r a c t i c e  recommended in  th e  l i t e r a t u r e .  An 

American su rvey  found th a t  d i s t r i b u t o r  v i s i t s  to th e  U .S. were 

used by m a n u fa c tu re r s ,  th e  f e e l i n g  being  " t h a t  see in g  the  p l a n t  

and th e  home o f f i c e s  makes him [ th e  d i s t r i b u t o r ]  f e e l  more a p a r t  

o f  the  o r g a n iz a t io n "  (B u s in ess  I n t e r n a t i o n a l  no d a t e ,  p . 5 ) .

c )  The companies a re  bound by d i f f e r e n t  r u l e s  of law

P r e s c r i p t i v e  w r i t i n g s

Two l e g a l  m a t te r s  touch in g  on perfo rm ance  l e v e l s  were r a i s e d  

e a r l i e r .  One of th e s e  -  v e r t i c a l  t r a d i n g  a rran g em en t 

r e s t r i c t i o n s  -  i s  not t r e a t e d  i n  t h i s  s e c t i o n ,  fo r  i t  i s  c l e a r  

t h a t  th e s e  a r e  r u l e s  fo r  th e  e x p o r te r  to o b s e rv e ,  even though 

th e s e  r e s t r i c t i o n s  may a f f e c t  p e r fo rm a n ce .  The second m a t te r  

concerned  th e  d i f f i c u l t y  of d is m is s in g  o v e rse a s  d i s t r i b u t o r s .  

W r i t in g s  on t h i s  m a t te r  a r e  h ig h l ig h te d  below.

The problems in v o lv ed  i n  d i s m is s in g  a p o o rly  perfo rm ing  

o v e r s e a s  d i s t r i b u t o r  a re  h e ld  to  be b e s t  t a c k le d  th ro u g h  c a r e f u l  

i n i t i a l  s e l e c t i o n ,  and by s t ro n g  d i s t r i b u t o r  ag ree m en ts .

A lthough  the  s e l e c t i o n  p ro c e s s  may w e ll  be h e l p f u l  in  red u c in g  

f u t u r e  p rob lem s, p r o v is io n  shou ld  be made fo r  th e  p o s s i b i l i t y  o f
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s u b se q u e n t  poor pe rfo rm ance .  E x p o r te r s  a r e  recommended in  most 

t e x t s  to e n t e r  in t o  an agreem ent w ith  t h e i r  d i s t r i b u t o r ,  and to  

make t h i s  as  s t ro n g  as p o s s ib le  (B ic k e rs  1971; MacDonald 1959; 

S t u a r t  1965).  The th e o ry  h e re  i s  t h a t  by e n t e r in g  i n t o  an 

ag reem en t each p a r ty  commits i t s e l f  to  the  o t h e r ,  and th a t  

ad eq u a te  perform ance should  fo l lo w  frcan the  commitments made.

However, t h i s  may no t n e c e s s a r i l y  fo l lo w ,  so the  problem of 

t e r m in a t io n  needs to  be s e p a r a t e l y  c o n s id e r e d .  A s h o r t - t e r m  

agreem en t i s  the  b e s t  way f o r  the  e x p o r te r  to  p r o t e c t  i t s e l f  

a g a i n s t  a p o o r ly  perfo rm ing  d i s t r i b u t o r .  This  i s  a p a r t i c u l a r l y  

good t a c t i c  e a r l y  i n  th e  r e l a t i o n s h i p  when th e  m a n u fa c tu re r  has 

l i t t l e  in f o r m a t io n  co nce rn ing  th e  d i s t r i b u t o r ' s  a c t u a l  a b i l i t y .  

In  the  ev en t  of poor perfo rm ance ,  th e  remedy f o r  the  m a n u fa c tu re r  

i s  the  s im p le  one o f  non-renew al a t  th e  a g re e m e n t 's  e x p i ry .  

S h o r t - te rm  a g re e m e n ts ,  however, may no t always be a c c e p ta b l e .  In 

t h i s  c a s e ,  " i t  i s  a d v i s a b le  c l e a r l y  to s p e c i f y  th e  ev en ts  on th e  

happening  of which th e  c o n t r a c t  s h a l l  cease  and d e te rm in e  w ith  or 

w i th o u t  n o t i c e  or o th e r  a c t  by e i t h e r  of th e  p a r t i e s "  

( I n t e r n a t i o n a l  Chamber of Commerce 1960).

E m p ir ic a l  w r i t i n g s

In t h i s  s e c t i o n  the  w r i t i n g s  of s e v e r a l  law yers  t h a t  

p r a c t i c e  in  t h i s  f i e l d  a r e  rev ie w e d .  These p ro v id e  some 

i n d i c a t i o n  of  th e  a c t i o n s  ta k en  by m a n u fa c tu re r s  to  d e a l  w ith  th e  

problem  of d i s t r i b u t o r  d i s m i s s a l  f o r  poor p e rfo rm an ce .

I f  th e  e x p e r ie n c e  of th e s e  law yers  i s  r e p r e s e n t a t i v e ,  i t  

a p p e a rs  t h a t  many m a n u fa c tu re r s  do e n t e r  in t o  fo rm a l ,  w r i t t e n
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a g re e m e n ts .  Claudy c a u t io n s ,  however, t h a t  th e  i n i t i a l  e x p o r t  

b u s in e s s  i s  sometimes b e s t  conducted  on a sp o t  b a s i s ,  fo r  t h i s  

a l lo w s  th e  m a n u fa c tu re r  tim e to  e v a lu a te  th e  d i s t r i b u t o r .  Once 

b u s in e s s  b eg in s  to  grow " . . . i t  i s  h ig h ly  d e s i r a b l e  to  s p e l l  ou t 

i n  a w r i t t e n  document a l l  of the  r a m i f i c a t i o n s  of th e  

r e l a t i o n s h i p . . . ” (1971, p .  132 ) .  I t  i s  u s u a l  fo r  th e s e  

ag reem en ts  to  c o n ta in  many s e p a r a t e  c l a u s e s ,  b u t  of most concern  

to  th e  p r e s e n t  d i s c u s s i o n ,  a r e  th o se  co n c e rn in g  th e  te r m in a t io n  

o f  the  r e l a t i o n s h i p .

E x p o r te r s  have found th a t  t e rm in a t io n  problems a re  b e s t  

t a c k le d  by e x p l o r a t i o n  and though t when th e  agreem ent i s  being  

drawn up. Each of th e  fo l lo w in g  methods reduce  d i s m i s s a l  

prob lem s fo r  th e  e x p o r t e r .  F i r s t ,  the  use  of f ix e d  term 

a g re e m e n ts .  Second, making th e  renew al of c o n t r a c t  c o n t in g e n t  

upon some a c t ,  such as w r i t t e n  n o t i c e ,  and no t t a c i t  c o n s e n t .

Both of th e s e  p r a c t i c e s  p rev en t  the  e x p o r te r  from becoming 

" en sn a red "  in  c o n t r a c t s  t h a t  might be c o n s t ru e d  as  being of 

i n d e f i n i t e  d u r a t i o n  ( Jo n es  1972, pp. 1 1 3 -1 1 4 ) .  T h i rd ,  th e  

agreem ent sho u ld  s p e c i f y  what i s  " j u s t  cau se"  fo r  d i s m i s s a l .

J u s t  cause  v a r i e s ,  a p p a r e n t ly ,  a c ro s s  c o u n t r i e s  and t r a d e s .  

F o u r th ,  a l th o u g h  no t so o f t e n  p r a c t i s e d  by e x p o r t e r s ,  th e  

i n c l u s i o n  of some ag reed -upon  s ta n d a rd  of d i s t r i b u t o r  perfo rm ance  

a l s o  h e lp s  a l l e v i a t e  d i s m i s s a l  problem s (C laudy  1971, p . 131).

One of the  key s t e p s  i n  overcoming t h i s  problem of 

d i s m i s s a l ,  i s  r e c o g n iz in g  th a t  the  law v a r i e s  from one c o u n t ry  to 

th e  n e x t ,  even w i th in  r e g io n a l  g roup ings  such as th e  EEC. T h is  

means t h a t  th e  custom of some m a n u fa c tu re r s ,  nam ely, having one
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s t a n d a r d ,  p r in t e d  d i s t r i b u t o r  agreem ent fo r  a l l  m a rk e ts ,  i s  

i l l - a d v i s e d .  Anderson and E sp in o sa  summarize e f f e c t i v e  p r a c t i c e  

in  t h i s  a r e a :

A n y . . . d i s t r i b u t o r s h i p  agreem ent shou ld  be c a r e f u l l y  tho u g h t 
ou t and e x p l i c i t  i n  i t s  term s of com pensa tion  and c o n d i t io n s  
o f  o p e r a t io n .  T e rm in a t io n ,  r e n e w a l ,  and d i s p u te  c l a u s e s  
shou ld  be c r a f t e d  to  a s s u re  c o n t in u in g  c o n t r o l  by the . . .  
e x p o r t e r  and c o m p a t i b i l i t y  w ith  l o c a l  law w ith  r e s p e c t  to 
the  e n f o r c e a b i l i t y  of a r b i t r a t i o n  o r  o th e r  d i s p u te  
s e t t l e m e n t  c l a u s e .  (1978 , p. 182)

d) Review

Follow ing  the  i d e n t i f i c a t i o n  of t h r e e  main f a c t o r s  t h a t  

a f f e c t  perfo rm ance  when the  e x p o r te r  u ses  an o v e rs e a s  d i s t r i 

b u t o r ,  v a r io u s  rem ed ies  to enhance perform ance have been o u t

l i n e d .  Two s e t s  o f  l i t e r a t u r e  were re v ie w e d .  Most of th e  w r i t 

ing  in  t h i s  f i e l d  i s  p r e s c r i p t i v e  -  managers in  m a n u fa c tu r in g  

co n ce rn s  a re  encouraged  to  ta k e  c e r t a i n  a c t io n s  which w i l l  ease  

d i f f i c u l t i e s  i n  M—D r e l a t i o n s ,  and enhance perfo rm ance .  While 

many of th e s e  a c t i o n s  have a common-sense v a lu e ,  l i t t l e  gu idance  

i s  p ro v id ed  on t h e i r  usage o r  e f f e c t i v e n e s s ,  fo r  th e  e m p i r ic a l  

l i t e r a t u r e  in  t h i s  f i e l d  i s  sm all  in  s i z e  and r e s t r i c t e d  in  

c o v e ra g e .

The l i t e r a t u r e  rev ie w  com pleted to  t h i s  p o in t  i s  summarized 

in  F ig u re  2 -2 .  A s t ro n g  im p re s s io n  i s  conveyed of f a c t o r s  t h a t  

a f f e c t  p e rfo rm a n c e .  Some ways of r e s o lv i n g  t h i s  problem a re  

s u g g e s te d  in  th e  i n t e r n a t i o n a l  b u s in e s s  and m a rk e t in g  l i t e r a t u r e ,  

f o r  v a r io u s  e x p o r te r  a c t i o n s  a re  recommended, and some a re  seen  

to be u s e d .  The f a i l i n g  of the  c u r r e n t  l i t e r a t u r e  however, i s  

t h a t  i t  p ro v id e s  an in c o m p le te  view  of th e  M-D e x p o r t in g
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Figure 2-1 
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a r ra n g e m e n t .  D i f f i c u l t i e s  a s s o c i a t e d  w ith  t h i s  t r a d in g  form, and 

rem edies  to  overcome th e  d i f f i c u l t i e s  a r e  d e s c r ib e d ,  b u t  th e  

t r e a tm e n t  i s  p ie c e m e a l .  What i s  r e q u i r e d  i s  a more com plete  or 

sy s tem ic  view of th e  M-D r e l a t i o n s h i p .  This  i s  made p o s s ib le  by 

rev ie w in g  w r i t i n g s  on r e l a t i o n s  among (1 )  p u b l i c  a g e n c ie s ,  and 

(2) members of m ark e tin g  c h a n n e ls .

2 . 3 .4  The n a t u r e  o f  r e l a t i o n s h i p s  among o r g a n iz a t i o n s

S tu d ie s  of p u b l i c  agency and m a rk e t in g  channe l netw orks 

p ro v id e  i n s i g h t  f o r  th e  p r e s e n t  r e s e a r c h .  P u b l ic  agency netw orks 

a r e  made up of r e l a t i v e l y  lo o se ly -b o u n d  o r g a n i z a t i o n s ,  and one of 

th e  c h i e f  r e s e a r c h  concerns  has been to  d e te rm in e  e x a c t ly  how 

th e s e  u n i t s  i n t e r a c t  or r e l a t e  w ith  one a n o th e r .  M a r r e t t  (1971) 

p ro p o ses  fo u r  d im ensions  t h a t  u n d e r l i e  th e s e  o r g a n i z a t i o n a l  

r e l a t i o n s h i p s  -  f o r m a l i z a t i o n ,  i n t e n s i t y ,  r e c i p r o c i t y ,  and 

s t a n d a r d i z a t i o n .  F o rm a l iz a t io n  i s  th e  e x t e n t  to  which a 

t r a n s a c t i o n  between two o r g a n iz a t i o n s  i s  g iv en  o f f i c i a l  

r e c o g n i t i o n  by th e  p a r t i e s  in v o lv e d .  I n t e n s i t y  i s  the  s i z e  of 

th e  r e s o u r c e  in v e s tm e n t  in  the  t r a n s a c t i o n  and th e  f req u en cy  of 

i n t e r o r g a n i z a t i o n a l  c o n t a c t . R e c ip r o c i ty  i s  the  degree  to  which 

t h e r e  i s  b a la n c e  in  r e s o u rc e s  exchanged and th e  e x t e n t  to  which 

term s of th e  t r a n s a c t i o n  a re  m u tu a l ly  r e a c h e d . S ta n d a r d i z a t i o n  

r e l a t e s  to  th e  f ix e d n e s s  of the  u n i t s  o f  exchange and the  

p ro c e d u re s  used  in  a t r a n s a c t i o n .

These d im ens ions  have been e m p i r i c a l l y  t e s t e d  in  r e c e n t  

s t u d i e s  ( A ld r i c h  1976; Schmidt and Kochan 1977), where th e  

r e s e a r c h e r s  f e l t  i t  n e c e s s a ry  to  in c lu d e  c o n f l i c t  as  an
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a d d i t i o n a l  dim ension fo r  i n v e s t i g a t i o n .  G e n e ra l ly ,  th e se  f i v e  

d im ensions were c o n s id e re d  to a d e q u a te ly  c h a r a c t e r i z e  

r e l a t i o n s h i p s  among p u b l ic  a g e n c ie s .

M arketing  channe l netw orks a re  somewhat d i f f e r e n t  from th o se  

o f  p u b l i c  a g e n c ie s .  Most m arke ting  c h a n n e ls  a re  composed of 

f irm s  t h a t  a r e  f u n c t i o n a l l y  in t e r d e p e n d e n t  and in v o lv e d  i n  

r e g u l a r  exchange w ith  one a n o th e r .  In  c o n t r a s t ,  p u b l i c  agency 

r e l a t i o n s  a re  o f te n  l e s s  in v o lv in g ,  fo r  th e s e  o r g a n iz a t i o n s  a r e  

seldom v ery  dependent upon o t h e r s .  D e s p i te  th e se  d i f f e r e n c e s ,  

r e s e a r c h  in t o  p u b l ic  agency and m a rk e t in g  channe l netw orks show 

some c lo s e  p a r a l l e l s .  In  p a r t i c u l a r ,  M a r r e t t ' s  (1971) work has 

been adopted  by a number of channe l r e s e a r c h e r s .

Reve (1978) has embraced t h i s  work most of a l l .  He a rg u es  

t h a t  channe l r e l a t i o n s h i p s  can be an a ly z e d  in  term s of t h e i r  

s t r u c t u r e  and p ro c e s s .  S t r u c t u r e  r e f e r s  to  a r ran g em en ts  t h a t  

d e f in e  th e  r o l e  r e l a t i o n s h i p s  among th e  members. P ro c e s s ,  on the  

o th e r  hand , r e f e r s  to th e  a c t u a l  f low s of a c t i v i t i e s ,  r e s o u r c e s ,  

and in fo rm a t io n  between channe l members. Three s t r u c t u r a l  

d im ensions  a re  i d e n t i f i e d :  scope o f  c h a n n e l  i n t e r a c t i o n  i s  

d e f in e d  as the  number of d i f f e r e n t  i s s u e s  or t a s k s  upon which th e  

ch an n e l  r e l a t i o n s h i p  i s  b a sed .  The c e n t r a l i z a t i o n  o f  ch an n e l  

d e c is io n -m a k in g  r e f e r s  to  the  power t h a t  one channe l member has  

to  make and implement d e c i s io n s  t h a t  a f f e c t  o th e r  members. 

F i n a l l y ,  f o r m a l i z a t io n  o f  ch an n e l  i n t e r a c t i o n  r e f l e c t s  th e  e x te n t  

to  which channe l a c t i v i t i e s  a r e  governed  by r u l e s ,  p o l i c i e s ,  and 

p ro c e d u re s .  The two p ro cess  d im ensions  a r e  i n t e n s i t y  o f  ch an n e l  

i n t e r a c t i o n ;  t h i s  r e f e r s  to th e  l e v e l  of a c t i v i t y  and r e s o u rc e
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in v e s tm e n ts  each o r g a n iz a t io n  has made in  th e  r e l a t i o n s h i p  w ith  

the  o th e r  o r g a n iz a t i o n ,  and v a r i a b i l i t y  o f  ch an n e l  i n t e r a c t i o n , 

which r e f l e c t s  the f l u c t u a t i o n s  in  a c t i v i t y  l e v e l s ,  and as  such 

i n d i c a t e s  the  permanence of th e  r e l a t i o n s h i p .

The work of M a r re t t  (1971) and Reve (1978) s u g g e s t s  t h a t  

c e r t a i n  common d im ensions u n d e r l i e  r e l a t i o n s h i p s  among 

o r g a n i z a t i o n s .  The fo l lo w in g  com parison  i l l u s t r a t e s  t h i s  w e l l :

M a r r e t t  (1971) Reve (1978)

D im ensions: F o rm a l iz a t io n  -  F o rm a l iz a t io n  of channe l
i n t e r a c t i o n

I n t e n s i t y  -  I n t e n s i t y  of channel
i n t e r a c t i o n

R e c i p r o c i t y  -  C e n t r a l i z a t i o n  of channe l
d e c is io n -m a k in g

S t a n d a r d i z a t i o n  -  V a r i a b i l i t y  of channe l
i n t e r a c t i o n  

-  (Scope of channe l 
i n t e r a c t i o n )

N e i th e r  M a r re t t  (1971) nor Reve (1978) in c lu d e  c o n f l i c t  as  a 

r e l a t i o n s h i p  d im ens ion .  However, most o th e r  p u b l i c  agency and 

m a rk e t in g  channel r e s e a r c h e r s  c o n s id e r  c o n f l i c t  to  be p a r t  of the  

f a b r i c  o f  r e l a t i o n s  among o r g a n i z a t i o n s  ( s e e  fo r  example:

A ld r ic h  1976; Guetzkow 1966; Lusch 1975; March and Simon 1958; 

Pearson  and Monoky 1976; Schmidt and Kochan 1977).

The l i t e r a t u r e  s u g g e s ts  s t r o n g ly  t h a t  f i v e  u n d e r ly in g  

d im ens ions  can be used to  d e s c r ib e  th e  r e l a t i o n s  among 

o r g a n i z a t i o n s .  These a r e :  f o r m a l i z a t i o n ,  s t a n d a r d i z a t i o n ,  

r e c i p r o c i t y ,  i n t e n s i t y ,  and c o n f l i c t .  Whether th e  

i n t e r o r g a n i z a t i o n a l  netw ork  i s  composed of two or more p u b l ic
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a g e n c ie s ,  or a s i n g l e  m a n u fa c tu re r  and o v e r s e a s  d i s t r i b u t o r ,  

t h e i r  r e l a t i o n s h i p s  can be an a ly zed  in  the  same way. E a r l i e r  

d i s c u s s i o n  r e in f o r c e s  t h i s  v ie w p o in t .  For exam ple, d i s t r i b u t o r  

agreem ents  b ea r  p a r t i c u l a r l y  on the  m a t te r  of f o r m a l i z a t io n  and 

s t a n d a r d i z a t i o n .  The e x t e n t  to  which th e  e x p o r te r  i s  a b le  to  

shape the  r e l a t i o n s h i p  th rough  in f l u e n c in g  d e c is io n -m a k in g ,  

in v o lv e s  q u e s t io n s  abou t r e c i p r o c i t y  in  th e  r e l a t i o n s h i p .  

I n t e n s i t y  i s  a m a t te r  t h a t  has been d is c u s s e d  in  c o n n e c t io n  w ith  

com m unications and su p p o r t  programmes. F i n a l l y ,  c o n f l i c t  i s  

l i k e l y  to  be p r e s e n t  in  th e  d e a l in g s  of th e  s e p a ra te ly -o w n e d  

e x p o r t e r  and d i s t r i b u t o r  com panies.

The above f iv e  d im ensions  a r e  used in  t h i s  s tu d y  of M-D 

r e l a t i o n s h i p s .  T h is  approach  o f f e r s  a c e r t a i n  economy, fo r  

r a t h e r  th a n  th in k in g  about the  many s e p a r a t e  ways in  which 

m a n u fa c tu re r  and o v e rse a s  d i s t r i b u t o r  i n t e r a c t  w ith  each o t h e r ,  

f i v e  i n t e r a c t i o n  c a t e g o r i e s  a re  u t i l i s e d .  F u r th e r ,  such economy 

does not come a t  th e  c o s t  of c o m p le te n ess ;  p r i o r  r e s e a r c h  p o in t s  

to the  a l l - e n c o m p a s s in g  n a tu re  of th e  f iv e  d im ensions  i n  

q u e s t i o n .

The l i t e r a t u r e  rev iew  to t h i s  p o in t  i s  summarized i n  F ig u re  

2 -2 .  The f i v e  r e l a t i o n s h i p  d im ensions  of i n t e r e s t  a r e  shown on 

the  l e f t .  Export pe rfo rm ance ,  i t  i s  a rg u e d ,  can be enhanced  

th ro u g h  v a r io u s  m easures tak en  to  modify th e  M-D r e l a t i o n s h i p .  

Ways in  which m o d i f i c a t io n  can ta k e  p la c e  a re  i n d i c a t e d  in  th e  

c e n t r e  o f  th e  d iagram .
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Figure 2-2

MANUFACTURER-OVERSEAS DISTRIBUTOR RELATIONSHIP 
DIMENSIONS, THEIR MODIFICATION, AND 

EXPORT PERFORMANCE
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F ig u re  2-2 e x te n d s  th e  c o n te n t  of F ig u re  2 -1 ,  inasmuch as i t

beg in s  to c h a r t  the  co n n e c t io n  between the  v a r io u s  d im ensions  of

th e  Îi-D r e l a t i o n s h i p ,  and e x p o r t  p e rfo rm a n ce .  These c o n n e c t io n s  

a re  c h a r te d  more f u l l y  in  C h ap te r  3 . The l i t e r a t u r e  rev iew  

r e l e v a n t  to th e  f i r s t  p a r t  of th e  t h e s i s  i s  now co m p le te .

2 . 3 .5  Firm and env ironm en t f a c t o r s  a f f e c t i n g  m a n u fa c tu r e r -
o v e r s e a s  d i s t r i b u t o r  r e l a t i o n s

F ive  d im ensions  (o r  c h a r a c t e r i s t i c s )  have been h e ld  to 

u n d e r l i e  r e l a t i o n s  between m a n u fa c tu re r s  and t h e i r  o v e rs e a s  

d i s t r i b u t o r s .  The second p a r t  of th e  t h e s i s  examined in  t h i s  

work concerns  th e  shap ing  of th e s e  r e l a t i o n s h i p  c h a r a c t e r i s t i c s ,  

and t h i s  i s  th e  m a t te r  c o n s id e re d  in  th e  f i n a l  s e c t i o n  of the  

l i t e r a t u r e  rev ie w .

The d i s c u s s io n  to  t h i s  p o in t  has focused  on how th e  e x p o r te r  

might shape the  r e l a t i o n s h i p  w ith  the  o v e rs e a s  d i s t r i b u t o r ,  b u t  

i t  has a l r e a d y  been re c o g n iz e d  t h a t  th e  d i s t r i b u t o r  can o f t e n  

shape the  r e l a t i o n s h i p  as w e l l .  The d i s t r i b u t o r  may shape 

r e l a t i o n s  e i t h e r  by i n i t i a t i n g  change of i t s  own, o r  th ro u g h  i t s  

re sp o n se  to change the  m a n u fa c tu re r  would l i k e  to im plem ent. In  

s h o r t ,  th e  exchange p ro cess  between th e  p a r t i e s  i s  a dynamic and 

p o l i t i c a l  one, fo r  two s e p a ra te ly -o w n e d ,  a c t i v e ,  and 

g o a l - d i r e c t e d  f i rm s  a r e  in v o lv e d .

This d i s c u s s io n  le a d s  to  the  c o n s i d e r a t i o n  of two 

f i r m - r e l a t e d  f a c t o r s  t h a t  a re  re g a rd e d  as a f f e c t i n g  th e  M-D 

r e l a t i o n s h i p  -  th e  s ta k e  and i n t e r n a t i o n a l  t r a d i n g  e x p e r ie n c e  of 

th e  e x p o r te r  and o v e rse a s  d i s t r i b u t o r .  A t h i r d  f a c t o r  t h a t  i s
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viewed as p o t e n t i a l l y  shap ing  th e  r e l a t i o n s h i p  i s  th e  

e n v iro n m e n ta l  u n c e r t a i n t y  t h a t  su rro u n d s  the  exchange p ro c e s s .  

These t h r e e  f a c t o r s  a r e  now d i s c u s s e d .

a )  The s ta k e  of the  m a n u fa c tu re r  and o v e rs e a s  d i s t r i b u t o r

S take  r e f l e c t s  th e  im portance  of th e  r e l a t i o n s h i p  to  each 

p a r ty ,  i . e . ,  i t  i n d i c a t e s  what each company has a l r e a d y  in v e s t e d  

and what would be l o s t  i f  th e  r e l a t i o n s h i p  f a i l e d .  A number of 

w r i t i n g s  s u g g e s t  th e  im portance  of c o n s id e r in g  " s t a k e ” . In  th e  

m a rk e t in g  c h a n n e ls  l i t e r a t u r e ,  a l i n k  between s ta k e  and channe l 

r e l a t i o n s h i p s  was su g g e s te d  in  R o s e n b e rg 's  (1969) s tu d y  of 

c h a n n e ls  f o r  a consumer d u ra b le  p r o d u c t .  While c o n f l i c t  was 

p r e s e n t  in  th e se  c h a n n e ls ,  the  m agnitude of c o n f l i c t  between th e  

v a r io u s  ch an n e l  l e v e l s  was low. Rosenberg p a r t i a l l y  a t t r i b u t e s  

t h i s  f in d in g  to  the  "h igh  s ta k e "  n a tu r e  of th e  channe l in  

q u e s t i o n ;  th e  o r g a n iz a t i o n s  c o o p e ra t in g  so as  to  p re v e n t  c o n f l i c t  

from unduly  d i s r u p t i n g  the  system  as a w hole. In a second s tu d y ,  

R o e r in g ,  S lu s h e r  and S ch o o le r  (1975) found t h a t  h ig h  s ta k e  dyads ,

i . e . ,  th o s e  e x p e c t in g  f u tu r e  i n t e r a c t i o n  t o g e t h e r ,  reached  more 

e q u i t a b l e  b a rg a in in g  outcomes th an  o t h e r s .

In  th e  i n t e r n a t i o n a l  b u s in e s s  and m ark e tin g  l i t e r a t u r e ,  

s e v e r a l  r e f e r e n c e s  to  s ta k e  a re  fo u n d . T e r p s t r a  (1972) n o te s  

t h a t  th e  i n t e r e s t s  of th e  e x p o r te r  and d i s t r i b u t o r  may not always 

c o i n c i d e ,  e s p c i a l l y  i f  the  e x p o r t e r ’ s p ro d u c ts  r e p r e s e n t  on ly  a 

sm a ll  p o r t i o n  of th e  d i s t r i b u t o r ’s t o t a l  b u s in e s s ,  i . e . ,  where 

low s ta k e  e x i s t s .  A v a r i e t y  of M-D r e l a t i o n s h i p s  were found in  a 

B u s in e s s  I n t e r n a t i o n a l  su rvey  in  th e  U .S .  -  "some a r e  of th e  most
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tenuous or l a c k a d a i s i c a l  s o r t ,  w h ile  o th e r s  -  where th e r e  i s  a 

s u b s t a n t i a l  and p r o f i t a b l e  b u s in e s s  r e l a t i o n s h i p  -  a r e  very  c lo s e  

indeed"  (1970, p. 3 ) .  The r e p o r t  goes on to  a s s e r t  t h a t  the  

degree  of im portance  of the  e x p o r te r  to  th e  d i s t r i b u t o r  

d e te rm in e s  the  le v e ra g e  th e  form er has over th e  l a t t e r .  F i n a l l y ,  

r e s e a r c h  on U.K. e x p o r te r s  showed th a t  few of th e se  were a b le  to  

c o n t r o l  t h e i r  d i s t r i b u t o r s  because  " th e y  have not succeeded  in  

b r in g in g  him s u f f i c i e n t l y  under t h e i r  in f l u e n c e  and t h e i r  p ro d u c t  

i s  r a r e l y  of s u f f i c i e n t  im portance  to  him" ( I . T . I .  R esearch  1974, 

p .  3 3 ) .  These s t u d i e s  su g g e s t  how s ta k e  and v a r io u s  

c h a r a c t e r i s t i c s  of th e  M-D r e l a t i o n s h i p  a re  a s s o c i a t e d  w ith  each 

o t h e r .

So f a r  s ta k e  has been d e s c r ib e d  g e n e r a l l y ,  bu t i t  i s  c l e a r  

t h a t  d i f f e r e n t  c o n d i t io n s  of s ta k e  w i l l  be found in  v a r io u s  

d y ad s .  In  some dyads , s ta k e  w i l l  be s y m m e tr ic a l , im ply ing  t h a t  

m a n u fa c tu re r  and d i s t r i b u t o r  would be r e l a t i v e l y  s i m i l a r l y  

a f f e c t e d  by th e  te rm in a t io n  of the  r e l a t i o n s h i p .  In  o th e r  dyads , 

s ta k e  w i l l  be a s y m m e tr ic a l . In t h i s  unbalanced  c o n d i t i o n ,  one 

p a r t y  s ta n d s  to  s u f f e r  much more by te r m in a t io n  th an  the  o t h e r .

To the  e x t e n t  t h a t  s ta k e  i n d i c a t e s  one com pany's dependence 

on a n o th e r ,  s ta k e  i s  a p a r t i a l  measure of the  o th e r  company's 

power over i t  (Emerson 1962). The argument made h e re  th e n ,  i s  

t h a t  a l i n k  e x i s t s  between s t a k e ,  dependence , and th e  p o t e n t i a l  

f o r  the  e x e r c i s e  of power.

b) The i n t e r n a t i o n a l  t r a d in g  e x p e r ien ce  of the  m a n u fa c tu re r  and 
o v e r s e a s  d i s t r i b u t o r

E x p e r ien ce  i n d i c a t e s  th e  s to r e  of knowledge ga in ed  from p a s t  

and c u r r e n t  o b s e r v a t i o n  and c o n t a c t s .  Both c o r p o r a t e  and
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p e r s o n a l  e x p e r ie n c e  i s  s t r e s s e d ,  f o r  as  m a n u fa c tu re r  and

d i s t r i b u t o r  i n t e r a c t  w ith  one a n o t h e r ,  b o u n d a ry -sp an n in g  m anagers

a r e  in v o lv e d  as w e l l  as th e  o r g a n iz a t i o n s  th e m s e lv e s .  The

r e l a t i o n s h i p  between dyad members, th e n ,  i s  seen  as be ing

a f f e c t e d  by bo th  o r g a n i z a t i o n a l  and i n d i v i d u a l  e x p e r ie n c e  of

i n t e r n a t i o n a l  t r a d i n g .  In view of t h i s  d i s t i n c t i o n ,  each kind of

e x p e r ie n c e  i s  rev iew ed s e p a r a t e l y  below.

At t h e  o r g a n i z a t i o n a l  l e v e l ,  Van de Ven im p l ie s  t h a t

e x p e r ie n c e  i s  im p o r ta n t  i n  th e  developm ent of r e l a t i o n s  when he

w r i t e s  " in t e r - a g e n c y  netw orks a r e . . . l i k e l y  to  emerge

in c r e m e n t a l l y  and grow w ith  s m a l l ,  s u c c e s s f u l  p re v io u s  en co u n te rs

a t  c o o r d in a t io n "  (1976, p . 3 3 ) .  I t  ap p ea rs  t h a t  f i rm s

i n t e r n a t i o n a l i z e  i n  much the  same way (B i lk e y  and T esa r  1977;

Simmonds and Smith 1968; W ied ersh e im -P au l ,  Olson and Welch

1 978 ).  On t h i s  m a t t e r ,  C av u sg il  and Nevin w r i t e :

. . .managements approach  i n t e r n a t i o n a l  m arke ting  
d e c i s i o n s  in  s t a g e s .  A number of s u c c e s s iv e  s t a g e s  a r e  
i d e n t i f i e d  a long  the  i n t e r n a t i o n a l i z a t i o n  continuum .
The in c re m e n ta l  n a tu re  of th e  d e c is io n -m a k in g  p ro cess  
may r e f l e c t  a c a u t io u s  a t t i t u d e  on th e  p a r t  of the  
management. The o th e r  e x p la n a t io n  i s ,  of c o u r s e ,  th e  
g r e a t e r  need f o r  in fo rm a t io n  and " e x p e r i e n t i a l  
knowledge" in  i n t e r n a t i o n a l  m a rk e t in g .  C onsequen tly  
managements become e s p e c i a l l y  s e n s i t i v e  to  r i s k s  
in v o lv e d .  Commitments a re  made g r a d u a l ly ,  as more 
in f o r m a t io n  and e x p e r ie n c e  a r e  a c q u i re d  a long  th e  way.
(1980, p .  13)

As knowledge o f  o v e rs e a s  m arke ts  and m arke ting  d eepens ,  

r e l a t i o n s  w ith  t r a d i n g  p a r t n e r s  might be expec ted  to  r e f l e c t  such 

g r e a t e r  e x p e r i e n c e .  For exam ple , m a n u fa c tu re r s  t h a t  have s i z e 

a b le  o v e rse a s  d i s t r i b u t o r  netw orks  might s t a n d a r d i z e  t h e i r  p ro

c e d u re s  f o r  d e a l in g  w ith  d i s t r i b u t o r s  because  e x p e r ie n c e  has
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shown t h a t  a p a r t i c u l a r  app roach  i s  most s a t i s f a c t o r y .  T h is  

p r a c t i c e  may c o n t r a s t  w ith  t h a t  of a  l e s s  e x p e r ie n c e d  

m a n u fa c tu re r  which b a rg a in s  term s w ith  each d i s t r i b u t o r  

i n d i v i d u a l l y .

The d i s t i n c t i o n  between c o r p o r a t e  and p e r s o n a l  e x p e r ie n c e  

was made e a r l i e r .  Another v a l i d  d i s t i n c t i o n  i s  t h a t  betw een 

e x t e r n a l  and i n t e r n a l  e x p e r ie n c e ,  or r e s p e c t i v e l y ,  e x p e r ie n c e  

which i s  u n r e l a t e d  to  a p a r t i c u l a r  M-D r e l a t i o n s h i p ,  and t h a t  

which r e s u l t s  from th e  M-D r e l a t i o n s h i p .  So f a r  th e  d i s c u s s io n  

has c e n t r e d  on c o r p o r a t e - e x t e r n a l  e x p e r i e n c e , s in c e  th e  

e x p e r i e n c e  g a in ed  i s  u n r e l a t e d  to  th e  p a r t i c u l a r  M-D r e l a t i o n s h i p  

in  q u e s t i o n .  C o r p o r a t e - i n t e r n a l  e x p e r ie n c e  i s  now tu rn e d  to ,  and 

a good c a se  can ag a in  be made f o r  a l i n k  to  in tercom pany  

r e l a t i o n s .  A p a r a l l e l  i s  drawn on t h i s  q u e s t io n  when Van de Ven 

makes the  fo l lo w in g  s ta te m e n t  re g a rd in g  p u b l ic -a g e n c y  r e l a t i o n s :  

"The g r e a t e r  the  p e rc e iv e d  e f f e c t i v e n e s s  of netw ork r e l a t i o n s h i p s  

a t  t im e 0 ,  th e  g r e a t e r  th e  dependence , aw aren ess ,  and concensus 

among th e  a g e n c ie s  a t  t  + 1, over time p e r io d s  0 ,  1 ,2  . . . . n  

(1976 , p. 332 , emphasis in  o r i g i n a l ) .  F u r th e r  p r a c t i c a l  examples 

of the  e x p e r i e n c e - r e l a t i o n s h i p  l i n k  a r e  found in  i n t e r n a t i o n a l  

b u s in e s s  w r i t i n g s .  An i m p l i c i t  r e f e r e n c e  to  th e  l i n k  i s  made in  

one work when l e n g th  of r e l a t i o n s h i p  i s  c la im ed  to be an 

im p o r ta n t  d e te rm in a n t  o f  dyad ic  " c lo s e n e s s "  (B u s in ess  

I n t e r n a t i o n a l  1970, p .  2 3 ) .  The l i n k  i s  more e x p l i c i t l y  made by 

v a r io u s  o th e r  w r i t e r s  who a r e  of th e  view t h a t  tim e shou ld  be 

accompanied by a  c e r t a i n  r e l a x a t i o n  in  th e  exchange a tm o sp h ere .  

H orton  (1977) f o r  exam ple, goes so f a r  as  to  warn t h a t
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o v e r - c o n t r o l  by th e  m a n u fa c tu re r  can lead  to  d i f f i c u l t i e s  i n  a 

m ature r e l a t i o n s h i p .

N ext, the  e x p e r ie n c e  of boundary -sp an n in g  managers i s  

c o n s id e re d .  While in  th eo ry  i t  i s  easy  to d i s t i n g u i s h  between 

c o rp o ra te  and p e r s o n a l  e x p e r ie n c e ,  i n  r e a l i t y  th e  two k in d s  of 

e x p e r ie n c e  a re  sometimes fu se d .  C o n s id e r ,  fo r  example, th e  owner 

and c h i e f  e x e c u t iv e  o f f i c e r  of a m a n u fa c tu r in g  o r g a n iz a t i o n  who 

p e r s o n a l ly  runs th e  company's e x p o r t  b u s in e s s .  In  t h i s  s e t t i n g ,  

c o r p o r a t e  and p e r s o n a l  e x p e r ie n c e  may be a lm os t i d e n t i c a l ,  excep t 

i n s o f a r  as o th e r s  in  the  e x p o r t in g  company, fo r  example th e  

c o n t r o l l e r  or s h i p p e r ,  develop  knowledge co n ce rn in g  i n t e r n a t i o n a l  

t r a d in g  m a t t e r s .  In  o th e r  s e t t i n g s ,  however, th e  d i s t i n c t i o n  

between c o rp o ra te  and p e rs o n a l  knowledge i s  s h a r p e r .  For 

example, as i n t e r n a t i o n a l  t r a d e  becomes a "normal" a c t i v i t y  fo r  a 

company, p rim ary  r e s p o n s i b i l i t y  i s  o f t e n  d e le g a te d  to  m iddle 

management. In  t h i s  way, an e x p o r t  or group p roduc t  manager may 

be the  key c o n t a c t  pe rson  in  th e  m a n u fa c tu r in g  f i r m ,  a ided  by 

o th e r  s p e c i a l i s t  m anagers , e . g . ,  s a l e s ,  s e r v i c e .  In  t h i s  

s i t u a t i o n ,  the  d i s t i n c t i o n  between c o r p o r a t e  and p e r s o n a l  (key 

c o n t a c t )  e x p e r ie n c e  i s  much c l e a r e r  th a n  in  the  p re v io u s  

s e t t i n g .  P e r s o n a l  e x p e r ie n c e  i s  now d i s c u s s e d ,  th e  

e x t e r n a l / i n t e r n a l  dichotomy being used once more.

An i n d i v i d u a l ' s  i n t e r n a t i o n a l  b u s in e s s  knowledge i s  one 

component of th e  p e r s o n a l - e x t e r n a l  e x p e r ie n c e  b ro u g h t to th e  M-D 

r e l a t i o n s h i p .  Suppose th a t  th e re  a re  two Canadian f irm s  

co n d u c t in g  t r a d e  in  the  Middle E a s t ,  and th a t  in  one f i rm  th e  key
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c o n t a c t  has l i v e d  and worked in  t h a t  a r e a  of the  w o r ld ,  w hereas 

the  o th e r  f i r m ’s c o n ta c t  person  has never l i v e d  o u t s id e  O n ta r io .  

I t  seems q u i t e  l i k e l y ,  g iv e n  th e se  c i r c u m s ta n c e s ,  t h a t  d i f f e r e n t  

k in d s  of r e l a t i o n s h i p  may develop  between th e  two Canadian  f i rm s  

and t h e i r  Middle E as t  d i s t r i b u t o r s .  A second component of 

e x t e r n a l  e x p e r ie n c e  i s  th e  i n d i v i d u a l ’s t r a i n i n g  and g e n e r a l  

k now ledge . A r e l e v a n t  example h e re  co n ce rn s  t e c h n ic a l  t r a i n i n g . 

In  th e  same way th a t  o v e rseas  l i v i n g  and work e x p e r ie n c e  m igh t 

shape  channe l r e l a t i o n s  i n  th e  example p ro v id ed  above , an 

e n g in e e r in g  t r a i n i n g ,  or i t s  a b se n c e ,  m ight le ad  to  c o n t r a s t i n g  

r e l a t i o n s h i p s  in  M-D dyads where v e ry  t e c h n i c a l  p ro d u c ts  a re  

t r a n s a c t e d .

Both th e  t e c h n ic a l  p ro d u c ts  and M iddle E a s t  m arket examples

i l l u s t r a t e  th e  concep t of " p sy c h ic  d i s t a n c e , "  which i s  d e f in e d  as

" th e  sum of f a c t o r s  p re v e n t in g  th e  f low  of in fo rm a t io n  from and

to  the  m arket"  (Johanson  and Vahlne 1977, p . 2 4 ) .  To th e  e x t e n t

t h a t  th e  c o n ta c t  person  i n  th e  e x p o r t in g  f i rm  has e x p e r ie n c e  of

th e  M iddle E as t  or e n g in e e r in g  m a t t e r s ,  p s y c h ic  d i s t a n c e  i s

r e d u c e d ,  w ith  a  p ro b ab le  e f f e c t  on ch an n e l  r e l a t i o n s .

P e r s o n a l - i n t e r n a l  e x p e r ie n c e  i s  a l s o  l i k e l y  to shape channe l

r e l a t i o n s .  The f a m i l i a r i t y  and t r u s t  t h a t  r e s u l t  from re p e a te d

b u s in e s s  (and s o c i a l )  i n t e r a c t i o n ,  i s  w e l l  i l l u s t r a t e d  by th e

f o l lo w in g  passage  concern ing  p u b l ic  agency  r e l a t i o n s  ;

P e r s o n a l  and b u in e s s  a c q u a in ta n c e s  between o rg a n iz a 
t i o n a l  c o o r d in a to r s  become fu sed  in  the  c o n te x t  of 
m o b i l iz in g  i n t e r - a g e n c y  c o o r d i n a t i o n .  B oundary-span
n ing a c t i v i t y  i s  o f t e n  a c te d  out d u r in g  s o c i a l ,  p o l i t 
i c a l ,  and r e c r e a t i o n a l  engagements (su ch  as c o f f e e  
b re a k s  and lu n c h e o n s ) .  The g r e a t e r  the  l e n g th  of time 
and deg ree  o f  in t im a c y  in  th e  p e r s o n a l  r e l a t i o n s h i p s
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betw een o r g a n i z a t i o n a l  boundary s p a n n e r s ,  th e  more 
s i m i l a r  t h e i r  a t t i t u d e s ,  v a l u e s ,  and g o a l s ;  th e  g r e a t e r  
t h e i r  m utual t r u s t  of one a n o th e r ;  and as a r e s u l t ,  the  
g r e a t e r  t h e i r  p r e d i s p o s i t i o n  to  h e lp  one a n o th e r  ou t by 
com m itting  t h e i r  o r g a n iz a t i o n s  to  an i n t e r o r g a n i z a 
t i o n a l  r e l a t i o n s h i p .  (Van de Ven 1976, p . 31)

There  i s  l i t t l e  f u r t h e r  t h a t  needs to  be added on th e  m a t te r

of p e r s o n a l - i n t e r n a l  e x p e r i e n c e .  The p o s i t i o n  o ccu p ied  by key

c o n t a c t s  in  th e  M-D dyad i s  a  c r i t i c a l  on e ,  fo r  each c o n ta c t

s ta n d s  between h i s  own o r g a n iz a t i o n  and th e  r e p r e s e n t a t i v e  of

t h e i r  dy ad ic  p a r t n e r .  In  view of t h i s  f a c t ,  i t  i s  l i k e l y  t h a t

th e  m utua l e x p e r ie n c e  of th e  key c o n t a c t s  w i l l  shape th e

i n t e r o r g a n i z a t i o n a l  r e l a t i o n s h i p  i t s e l f .

An a s s o c i a t i o n  between e x p e r ie n c e  and the  n a tu re  of th e  M-D

r e l a t i o n s h i p  has been proposed  in  t h i s  s e c t i o n .  Four e lem en ts  of

e x p e r ie n c e  were d e s c r ib e d :  c o r p o r a t e - e x t e r n a l ,  c o r p o r a t e -

i n t e r n a l ,  p e r s o n a l - e x t e r n a l ,  and p e r s o n a l - i n t e r n a l ,  and su p p o r t

found in  w r i t i n g s  of v a r io u s  k in d s  fo r  th e  a s s o c i a t i o n  in

q u e s t i o n .

c )  The e n v i ro n m e n ta l  u n c e r t a i n t y  fa c in g  th e  m a n u fa c tu re r  and 
o v e rs e a s  d i s t r i b u t o r

V a r io u s  w r i t i n g s  s u g g e s t  " u n c e r t a i n t y "  (o r  th e  e x t e n t  to 

which b u s in e s s  p ro c e s s e s  and outcomes a re  u n p r e d ic t a b l e )  as a 

f a c t o r  a f f e c t i n g  M-D r e l a t i o n s .  The m ajor corpus  of r e s e a r c h  i s  

found in  th e  o r g a n i z a t i o n a l  th e o ry  f i e l d ,  a l th o u g h  W illiam son  

(1975) and two m ark e tin g  w r i t e r s  b roach  th e  m a t te r  of u n c e r t a i n t y  

in  r e l a t i o n  to ch an n e l  t r a n s a c t i o n s .

A l a r g e  number o f  o r g a n i z a t i o n a l  t h e o r i s t s  have i n v e s t i g a t e d  

the  o rg a n iz a t io n -e n v i ro n m e n t  i n t e r f a c e ,  fo l lo w in g  e a r l y  s t u d i e s
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by Burns and S t a l k e r  (1961) and Lawrence and L orsch  (1 9 6 7 ) .

Almost a l l  of  the  work concerns  th e  im pact of env ironm ent on 

s i n g l e  o r g a n i z a t i o n s .  As a r e s u l t  of r e s e a r c h  in  v a r io u s  

s e t t i n g s ,  the  fo l lo w in g  p r o p o s i t i o n s  a r e  w ide ly  a c c e p te d  -  i n  

s im p le ,  s t a t i c ,  c e r t a i n  e n v i ro n m e n ts ,  b u r e a u c r a t i c  s t r u c t u r e s  a re  

a p p r o p r i a t e ;  w hile  in  complex, dynam ic, u n c e r t a in  e n v iro n m e n ts ,  

more o r g a n ic ,  f l e x i b l e  forms w ith  numerous e n v iro n m en ta l  s e n s o rs  

a r e  needed (S ta rb u c k  1976). Thus, th e  l i n k  between e n v iro n m en ta l  

u n c e r t a i n t y  and i n t r a o r g a n i z a t i o n a l  s t r u c t u r e  and p ro c e s s  i s  w e ll  

r e s e a r c h e d .

The im pact of environm ent on i n t e r o r g a n i z a t i o n a l  s t r u c t u r e  

and p ro cess  i s  l e s s  w e ll  docum ented. Yet such an a s s o c i a t i o n  

a p p e a rs  l i k e l y ,  and a number of s t u d i e s  p ro v id e  some p e r s p e c t iv e  

on t h i s  q u e s t i o n .  H irsch  (1972) found s u p p o r t  fo r  t h i s  view i n  

h i s  s tu d y  of " c u l t u r a l  i n d u s t r y  s y s te m s ."  Demand u n c e r t a i n t y  

appeared  to be a major f a c t o r  e x p la in in g  th e  s t r u c t u r e  and 

p ro c e s s  of i n t e r o r g a n i z a t i o n a l  r e l a t i o n s  i n  book, r e c o r d ,  and 

f i lm  i n d u s t r i e s .  Because demand was u n c e r t a i n ,  lo o s e ly  coupled  

i n n o v a t i o n - p r o d u c t i o n - d i s t r i b u t i o n  s t r u c t u r e s  were found to 

c h a r a c t e r i z e  a l l  th r e e  i n d u s t r i e s .  The p ro c e ss  of i n t e r a c t i o n  

was a l s o  shaped somewhat by demand u n c e r t a i n t y ,  g o a l  c o n f l i c t s  

b e ing  more e v id e n t  in  the  s p e c u l a t i v e  ( u n c e r t a i n )  segments of 

t h e s e  i n d u s t r i e s .

W ill iam so n  (1975) a l so  views e n v i ro n m e n ta l  u n c e r t a i n t y  as an 

im p o r ta n t  c o n s i d e r a t i o n .  He a rg u e s  t h a t  i n t e r n a l  exchange 

a r r a n g e m e n ts ,  i . e . ,  w i th in  a v e r t i c a l l y - i n t e g r a t e d  f i rm ,  perm it a
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c o o rd in a te d  response  to  u n c e r t a i n t y .  In  c o n t r a s t ,  where exchange 

ta k e s  p la c e  through the  m arke t,  u n c e r t a i n t y  u s u a l l y  c r e a t e s  

d i s e q u i l i b r i u m  and i n e f f i c i e n c y ,  because  no d i r e c t i n g  f o r c e  i s  

p r e s e n t .  Thus, W illiam son i n d i c a t e s  a c l e a r  c o n n e c t io n  betw een 

u n c e r t a i n t y  and f irm  r e l a t i o n s h i p s  under m arket exchange 

a r ra n g e m e n ts .  The M-D e x p o r t in g  channe l i s  one example of such 

an a r ra n g e m e n t .

Two r e s e a r c h e r s  i n  th e  m ark e tin g  ch an n e ls  f i e l d  have w r i t t e n

on th e  c o n n e c t io n  between e n v iro n m en ta l  u n c e r t a i n t y  and channe l

r e l a t i o n s .  E tg a r  i s  of the  o p in io n  t h a t :

D i s t r i b u t i v e  chan n e ls  . . w must respond  to  t h e i r  
env ironm en ts  in  o rd e r  to  s u rv iv e  and to  a l lo w  t h e i r  
members to ach iev e  t h e i r  g o a l s .  One t h e r e f o r e  can 
e x p e c t  t h a t  s i g n i f i c a n t  r e l a t i o n s h i p s  a l s o  shou ld  be 
found between th e  c h a r a c t e r i s t i c s  of a c h a n n e l ' s  
env ironm en t and th e  modes used fo r  channe l 
a d m i n i s t r a t i o n .  (1977, p .  69)

In  a s tu d y  of e ig h t  consumer goods ch a n n e ls  in  th e  U .S . ,  

E tg a r  found th a t  d i s t r i b u t i o n  channe l  l e a d e r s  tend  to  emerge when 

ch a n n e ls  f a c e  t h r e a te n i n g  e n v iro n m e n ts .  One en v iro n m en ta l  

component c o n s id e re d  was demand u n c e r t a i n t y .  In F o r d 's  (1978) 

s tu d y ,  c o n s t r a s t i n g  r e l a t i o n s h i p s  were found in  two c h an n e ls  of 

v a ry in g  re c e n c y  and growth r a t e s .  The o ld e r  and more s t a b l e  

( c e r t a i n )  channe l system  was found to  e x h i b i t  e s t a b l i s h e d  norms 

of c o n d u c t ,  and a l a r g e l y  l e g i t i m iz e d  power s t r u c t u r e .  In  th e  

more r e c e n t l y  formed and growing ( l e s s  c e r t a i n )  channe l sy s tem , 

norms of b eh av io u r  were l e s s  w e ll  d ev e lo p ed ,  and w h ile  power was 

e x e r c i s e d ,  i t  was a l s o  r e s i s t e d .
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d) Review

Three f i rm  and env ironm ent f a c t o r s  have been s u g g e s te d  a s  

a f f e c t i n g  th e  n a tu re  o f  m a n u fa c tu re r  -  o v e r s e a s  d i s t r i b u t o r  

r e l a t i o n s ,  and the  l i t e r a t u r e  in  t h i s  a re a  re v ie w e d .  T h is  

s e c t i o n  b r in g s  th e  d e s c r i p t i o n  of w r i t i n g s  r e l e v a n t  to  th e  second 

p a r t  of th e  t h e s i s  to  a c o n c lu s io n .  A summary of th e  i s s u e s  

r a i s e d  i s  p rov ided  i n  F ig u re  2 -3 .  The n ex t s ta g e  in  th e  r e s e a r c h  

p rocess  in v o lv e d  p r e l im in a r y  f ie ld w o rk .

2 .4  PRELIMINARY FIELDWORK

B efo re  th e  e x a c t  h y p o th e ses  to be t e s t e d  in  th e  r e s e a r c h  

were fo rm u la te d ,  p r e l im in a ry  f ie ld w o rk  was u n d e r ta k e n .  I t  was 

f e l t  t h a t  th e  views ex p re s se d  in  th e  l i t e r a t u r e  shou ld  be checked 

w ith  th o s e  of managers i n  f irm s  t h a t  were a c t i v e l y  in v o lv ed  in  

M-D r e l a t i o n s h i p s .  Two b e n e f i t s  were a n t i c i p a t e d  from ta k in g  

t h i s  s t e p .  F i r s t ,  th e  a c c u racy  and com ple teness  of the  views 

e x p re s se d  in  th e  l i t e r a t u r e  cou ld  be a s s e s s e d .  Second, p e r s o n a l  

in t e r v ie w s  would p ro v id e  in fo rm a t io n  re g a rd in g  th e  language used 

by m anagers to  d e s c r ib e  the  M-D e x p o r t in g  method, and the  

r e l a t i o n s h i p s  of th e  companies in v o lv e d .  S ince  th e  s tu d y  was to  

in v o lv e  th e  c o l l e c t i o n  o f  f i r s t - h a n d  d a t a  from C anad ian  and U.K. 

com panies, i t  was c o n s id e re d  im p o r ta n t  to  couch th e  q u e s t io n s  i n  

th e  te rm in o lo g y  used by managers in  t h i s  f i e l d  (H arre  and Secord 

1972).
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F ig u re  2-3 
THE THESIS AND LITERATURE REVIEW

T h e s is  -  
P a r t  One

C h a r a c t e r i s t i c s  of the  
e x p o r t  m a n u fa c tu re r  -  
o v e r s e a s  d i s t r i b u t o r  
r e l a t i o n s h i p

E xport
pe rfo rm ance

I s s u e s

1. Why i s  h igh  perform ance d i f f i c u l t  to  a t t a i n  under th e  M-D 
e x p o r t in g  arrangem en t?

T hree  f a c t o r s  a f f e c t  p e rfo rm ance :
-  the  s e p a r a t e  ow nersh ip  o f  th e  two com panies 

t h e i r  g eo g rap h ic  and c u l t u r a l  s e p a r a t i o n
-  the  companies a re  bound by d i f f e r e n t  r u l e s  of law

2. What can be done by th e  e x p o r te r ?

E x p o r te r s  a r e  urged to  ta k e  c e r t a i n  perform ance  enhanc ing  
a c t i o n s .  The e x t e n t  to  which th e s e  a c t io n s  a r e  t a k e n ,  and 
th e  e f f e c t i v e n e s s  of th e  a c t io n s  i s  no t w e l l  r e s e a r c h e d .

3. Can th e se  e x p o r te r  a c t i o n s  be seen  in  a b ro a d e r  l i g h t ?

R esearch  on r e l a t i o n s  among o th e r  k in d s  of o r g a n iz a t i o n s
s u g g e s t  t h a t  f i v e  d im ensions  u n d e r l i e  th e  
m a n u fa c tu re r -o v e r s e a s  d i s t r i b u t o r  r e l a t i o n s h i p :

-  f o r m a l i z a t io n
-  s t a n d a r d i z a t i o n
-  r e c i p r o c i t y
-  i n t e n s i t y
-  c o n f l i c t

T h e s i s  -  
P a r t  two

Firm  and
env ironm en t
f a c t o r s

C h a r a c t e r i s t i c s  of the  
e x p o r t  m a n u fa c tu re r  -  
o v e r s e a s  d i s t r i b u t o r  
r e l a t i o n s h i p

I s s u e s

1 . What f a c t o r s  shape th e  n a tu re  o f  th e  m a n u fa c tu re r  -  o v e r s e a s  
d i s t r i b u t o r  r e l a t i o n s h i p ?

In  a d d i t i o n  to the  e x p o r te r  ( s e e  2 a b o v e ) ,  d i s t r i b u t o r  
a c t i o n s ,  and env ironm ent f a c t o r s  shape th e  r e l a t i o n s h i p .
This  l e a d s  to c o n s id e r a t i o n  o f :

Firm f a c t o r s  -  s ta k e  in  th e  r e l a t i o n s h i p
-  i n t e r n a t i o n a l  t r a d i n g  e x p e r ie n c e  

E nv ironm en ta l  u n c e r t a i n t y
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A convenience  sample o f  U.K. com panies was chosen  fo r  

p r e l im in a ry  f ie ld w o rk .  S ince  th e  s tu d y  was to  conce rn  e x p o r ts  of 

m anufac tu red  p r o d u c ts ,  f i rm s  e x p o r t in g  and im p o r t in g  th e s e  

p ro d u c ts  were so u g h t .  Two d i r e c t o r i e s  were used to  l o c a t e  

s u i t a b l e  companies -  B r i t i s h  E x p o r te r s  (1 9 7 6 ) ,  and th e  D i r e c t o r y  

o f  B r i t i s h  Im p o r te r s  (1 9 7 5 ) .  I n te rv ie w s  were sought w ith  

companies of d i f f e r e n t  s i z e s ,  t r a n s a c t i n g  a range  of p ro d u c t  

ty p e s .  I n i t i a l  c o n ta c t  was made by te le p h o n e ,  when th e  aims of 

th e  s tu d y  were e x p la in e d ,  d i r e c t o r y  d e t a i l s  checked ,  and an 

in t e r v ie w  a r ra n g e d .  In  a l l ,  s ix  m a n u fa c tu re r s  and f i v e  

d i s t r i b u t o r s  were in t e r v ie w e d .  In  a d d i t i o n ,  a commercial o f f i c e r  

a t  the  Canadian High Commission i n  London was in t e r v ie w e d .  T h is  

p e rso n  was r e s p o n s ib le  f o r  h e lp in g  Canadian  m a n u fa c tu re r s  of 

t e c h n i c a l  p ro d u c ts  to  e s t a b l i s h  d i s t r i b u t o r s h i p s  i n  th e  U .K ., and 

f o r  th e  r e s o l u t i o n  o f  d i s p u te s  between th e s e  p a r t i e s .

The persons  in te rv ie w e d  were encouraged  to  d i s c u s s  t h e i r  

e x p e r ie n c e  of the  M-D e x p o r t in g  a r ra n g e m e n t .  A d i s c u s s io n  g u ide  

was developed  to  a s s i s t  t h i s  p ro c e s s .  T h is  c o n s i s t e d  of some 21 

i te m s  th a t  had been c u l l e d  from the  e x p o r t in g  l i t e r a t u r e ,  

i n c lu d in g :  (1) m a t t e r s  r e l a t e d  to  e i t h e r  m a n u fa c tu re r  o r

d i s t r i b u t o r ,  (2 )  form s o f  i n t e r a c t i o n  betw een th e  two com panies , 

and (3 )  f a c t o r s  e x t e r n a l  to the  r e l a t i o n s h i p  ( s e e  Appendix A1 fo r  

d e t a i l s ) .

In  each case  th e  in t e r v ie w  was ta p e  re c o rd e d  and l a t e r  

t r a n s c r i b e d .  The t r a n s c r i p t i o n s  c o n ta in e d  a  l a r g e  number of 

s ta t e m e n t s  on v a r io u s  f a c e t s  of M-D r e l a t i o n s .  These were 

grouped to g e th e r  on an i s s u e  b a s i s , and a coun t made of the
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f re q u e n c y  each i s s u e  was m e n tio n ed . These i s s u e s  were in  tu r n  

grouped under two h e a d in g s ,  c h a r a c t e r i s t i c s  of m a n u fa c tu r e r /  

d i s t r i b u t o r ,  and r e l a t i o n s  between m a n u fa c tu re r  and d i s t r i b u t o r .  

The r e s u l t s  of t h i s  p ro cess  a re  found in  T ab le  2 -1 .  O v e r a l l ,  25 

M-D r e l a t i o n s h i p  i s s u e s  were m entioned in  272 s t a t m e n t s .  The 

f a c t  t h a t  most of th e  d i s c u s s io n  gu ide  i tem s were viewed as 

r e a l i s t i c  i s s u e s  by re s p o n d e n ts ,  i n d i c a t e d  t h a t  th e  w r i t i n g s  

rev iew ed  p rov ide  a l a r g e l y  a c c u ra te  p o r t r a y a l  of M-D 

r e l a t i o n s h i p s .  The agenda item s w ere ,  however, supplem ented  by 

s e v e r a l  o th e r  i s s u e s  reg a rd ed  as im p o r ta n t  by th e  r e s p o n d e n ts .

In  t h i s  way, th e  in t e r v ie w s  p rov ided  a more com plete  under

s ta n d in g  of the  n a tu r e  of th e se  r e l a t i o n s h i p s .

2 .5  SUMMARY

Two a c t i v i t i e s  have been d e s c r ib e d  in  t h i s  c h a p t e r .  F i r s t ,  

fo u r  b o d ie s  of l i t e r a t u r e  were rev iew ed as  th e s e  r e l a t e  to th e  

tw o -p a r t  t h e s i s  advanced . The M-D method of e x p o r t in g  f in d s  

t r e a tm e n t  in  th e  i n t e r n a t i o n a l  b u s in e s s  and m a rk e tin g  l i t e r a t u r e ,  

a l th o u g h  the  method s u f f e r s  from e m p i r ic a l  n e g l e c t .  This  s h o r t 

coming i s  somewhat overcome by c o n s i d e r a t i o n  of s t u d i e s  in  th e  

f i e l d s  o f  i n t e r o r g a n i z a t i o n a l  r e l a t i o n s ,  m ark e tin g  c h a n n e ls ,  and 

i n s t i t u t i o n a l  econom ics . C o l l e c t i v e l y ,  th e  l i t e r a t u r e  rev ie w s  

i n d i c a t e  t h a t  th e  two p a r t  t h e s i s  i s  w orthy  o f  f u r t h e r  

i n v e s t i g a t i o n .

Second, p r e l im in a r y  f ie ld w o rk  in  a sample of f i rm s  l a r g e l y  

c o r r o b o r a t e d  views ex p re ssed  in  th e  su rveyed  l i t e r a t u r e  about th e  

M-D e x p o r t in g  a r ra n g e m e n t .  This en ab led  th e  f i n a l  s tu d y  to be 

u n d e r ta k e n  w ith  a g r e a t e r  sense  o f  c o n f id e n c e .
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Table 2-1

VIEWS REGARDING THE MANUFACTURER -  OVERSEAS DISTRIBUTOR 
METHOD OF EXPORTING FRŒ PRELIMINARY FIELDWORK

Views re g a rd in g Frequency  of m en tion  
in  p r e l im in a r y  

f ie ld w o rk

C h a r a c t e r i s t i c s  of m a n u f a c t u r e r / d i s t r i b u t o r

M a n u fa c tu re r ’s e x p o r t  p o l i c i e s
S iz e  of m a n u fa c tu re r
O th e r  m a n u fa c tu re r  c h a r a c t e r i s t i c s

15

D i s t r i b u t o r  c h a r a c t e r i s t i c s 9 24

R e l a t i o n s  between m a n u fa c tu re r  and d i s t r i b u t o r

H i s to r y  of r e l a t i o n s h i p 42
P r ic in g /m a rg in s 28
S a le s  e f f o r t s ,  a b i l i t i e s 23
M arket d a ta 22
O verseas  v i s i t s 17
T e rm in a t io n  -  t h r e a t s  and p ro c e ss 15
Competing p ro d u c ts ,  p ro d u c t  commitment 15
P lans  of m a n u fa c tu re r  fo r  d i r e c t  e n t r y 11
R eso lv ing  problems 11
I n v e n to r i e s 10
D i s t r i b u t o r  agreem ent 10
P e rs o n a l  r e l a t i o n s h i p s 10
A d v e r t i s in g 9
T ra in in g 6
C o n tro l 5
D i s t r i b u t o r  m ee tings 5
C r e d i t  p o l i c y 4
S e rv ic in g 2
C om pla in ts  h an d lin g 2
P h y s ic a l  supp ly 1
O ther  m a n u fa c tu re r  s e r v i c e s 0

248
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The a c t i v i t i e s  u n d e r ta k e n  a t  t h i s  e a r l y  s ta g e  in  the  

r e s e a r c h  a re  d e p ic te d  i n  F ig u re  2 -4 .  Work u n d e r ta k en  to  t h i s  

p o in t  made p o s s i b l e  th e  developm ent of a model of M-D 

r e l a t i o n s h i p s  fo r  r e s e a r c h  t e s t i n g ,  and t h i s  i s  d e s c r ib e d  in  the  

fo l lo w in g  c h a p t e r .
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F ig u re  2-4 

EARLY RESEARCH ACTIVITIES

L i t e r a t u r e  s e a rc h

f o r  p i l o t

Company Development of
s e l e c t i o n c o n c e p tu a l  model

In te rv ie w s  
-  11 U.K. 
companies

Data
a n a l y s i s



73

C hap ter  3

THE RESEARCH HYPOTHESES 
AND METHODOLOGY

3.1  INTRODUCTION

In  the  f i r s t  p a r t  of t h i s  c h a p te r  a c o n c e p tu a l  model of 

e x p o r t  m a n u fa c tu re r  -  o v e rs e a s  d i s t r i b u t o r  (M-D) r e l a t i o n s  i s  

p ro p o se d .  This  r e s u l t s  from c o n s i d e r a t i o n  of th e  e x i s t i n g  

l i t e r a t u r e  as w e ll  as  in fo rm a t io n  g a th e re d  i n  p r e l im in a r y  

f i e ld w o r k .  Hypotheses re g a rd in g  th e  a s s o c i a t i o n  of the  model 

v a r i a b l e s  a re  s t a t e d  and e x p la in e d  in  the  second p a r t  of th e  

c h a p t e r .  F i n a l l y ,  th e  methods employed in  th e  s tu d y  a re  

d e s c r ib e d .

3 .2  THE CONCEPTUAL MODEL

The proposed c o n c e p tu a l  model o f  M-D r e l a t i o n s  has th r e e  

main components and in c lu d e s  n ine  v a r i a b l e s .  These -  as shown in  

F ig u re  3 -1  -  a r e :  f i rm  and env ironm ent f a c t o r s  -  s t a k e ,

e x p e r i e n c e ,  and u n c e r t a i n t y ;  r e l a t i o n s h i p  c h a r a c t e r i s t i c s  -  

f o r m a l i z a t i o n ,  s t a n d a r d i z a t i o n ,  r e c i p r o c i t y ,  i n t e n s i t y ,  and 

c o n f l i c t ;  r e l a t i o n s h i p  outcomes -  e x p o r t  p e rfo rm ance .  Given th e  

c e n t r a l  p o s i t i o n  of th e  r e l a t i o n s h i p  c h a r a c t e r i s t i c s  in  the  

model, the  f iv e  v a r i a b l e s  i n  q u e s t io n  a re  now d e f in e d  and 

j u s t i f i e d  f u r t h e r .

F o r m a l i z a t io n  i s  d e f in e d  as  the  e x t e n t  to which th e  r e l a t i o n s h i p  

i s  agreed  upon and made e x p l i c i t .  M-D dyads come i n t o  be ing  when
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F ig u re  3-1

A CONCEPTUAL MODEL OF EXPORT MANUFACTURER-OVERSEAS 
DISTRIBUTOR RELATIONSHIPS IN EXPORT 

MARKETING CHANNELS

Firm and 
env ironm ent 

f a c t o r s
R e l a t i o n s h i p

c h a r a c t e r i s t i c s
R e la t i o n s h ip

Outcomes

U n c e r t a in ty

E x p e r ie n c e

S tak e E xport
Perfo rm ance

R e c i p r o c i t y

S t a n d a r d i z a t i o n

I n t e n s i t y

C o n f l i c t

F o r m a l i z a t io n
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two o r g a n i z a t i o n s  a g ree  to  work one a n o th e r .  Such an ag reem en t,  

how ever, may vary  w ith  re g a rd  to i t s  f o r m a l i t y  and e x p l i c i t n e s s .  

For exam ple , some agreem ents  in v o lv e  v e r b a l  u n d e r ta k in g s  about 

b a s ic  p r i n c i p l e s  whereas o th e rs  a re  composed of numerous, 

l e n g th y ,  w r i t t e n  l e g a l  c l a u s e s .  This p o in t  i s  r e f l e c t e d  in  the  

o p e r a t i o n a l i z a t i o n  of t h i s  v a r i a b l e ,  which i s  d i s c u s s e d  a long  

w i th  o th e r s  l a t e r  in  t h i s  c h a p te r .

S t a n d a r d i z a t l o n  r e f l e c t s  th e  e x te n t  to which th e  e s t a b l i s h e d  

r o l e s  and t r a d i n g  r o u t i n e s  a re  adhered t o .  C oncerted  and 

s u s t a in e d  t r a n s a c t i o n s  in  the  M-D dyad r e q u i r e  t h a t  th e  r o l e  of 

each p a r ty  be u n d e rs to o d ,  and th a t  r o u t i n e s  be e s t a b l i s h e d  which 

p e rm it  e f f i c i e n t  o p e r a t io n s .  From time to t im e ,  how ever, r o l e s  

and r o u t i n e s  may need m o d i f ic a t io n .  T h is  may be 

e x t e r n a l l y - i n d u c e d ,  e . g . ,  s t r i k e s  a t  a p o r t  of e n t r y  o r  d e p a r tu r e  

le a d in g  to r e v i s e d  s h ip p in g  r o u t i n e s ,  or i n t e r n a l l y - i n d u c e d ,  

e . g . ,  poor d i s t r i b u t o r  p roduc t s e r v ic in g  le a d in g  to the  

m a n u fa c tu re r  t a k in g  over the  s e rv ic in g  r o l e .

R e c i p r o c i t y  i s  d e f in e d  as the  e x te n t  to  which th e  m a n u fa c tu re r  

and d i s t r i b u t o r  a r e  b o th  inv o lv ed  in  d e c i s io n -m a k in g ,  d e s p i t e  the  

t r a d i t i o n a l  domains of each p a r ty .  The fo rm a t io n  of a  M-D 

r e l a t i o n s h i p  im pies  t h a t  a c e r t a i n  d i v i s i o n  of  la b o u r  w i l l  

perm eate  th e  members’ a c t i v i t i e s .  A f te r  a l l ,  th e  lo g i c  fo r  

invo lvem en t i s  th e  p a r t i a l  dependence o f  each p a r ty  on the 

o t h e r .  In  t h i s  s i t u a t i o n ,  one member w i l l  t y p i c a l l y  be more
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r e s p o n s i b l e  f o r  some d e c i s io n s  th a n  o t h e r s .  For exam ple , p ro d u c t  

d e s ig n  d e c i s io n s  tend  to  be th e  p r e r o g a t iv e  of th e  m a n u fa c tu re r ,  

w h ile  deployment o f  th e  s a l e s  f o r c e  in  th e  o v e r s e a s  m arket i s  

u s u a l l y  t h a t  of the  d i s t r i b u t o r .  In o th e r  w ords, each p a r ty  has  

a s p e c i f i c  a re a  o f  r e s p o n s i b i l i t y .

While each p a r ty  has a domain of a c t i o n ,  d e c is io n -m a k in g  

sometimes in v o lv e s  bo th  p a r t i e s .  C e r t a in  d e c i s i o n s ,  e . g . ,  

s h ip p in g  and d e l iv e r y  s c h e d u l in g ,  may r e q u i r e  j o i n t - e f f o r t s .  A 

s i m i l a r  j o i n t  invo lvem ent may be e x p e r ie n c e d  when th e  p a r ty  w ith  

m ajor r e s p o n s i b i l i t y  fo r  a d e c i s i o n  a r e a ,  a c c e p ts  h e l p f u l  ad v ice  

from th e  o t h e r .  For exam ple, th e  d i s t r i b u t o r  may have a 

p e r s p e c t iv e  on the  m arket which a l low s him to make v ery  u s e f u l  

comments re g a rd in g  th e  m a n u fa c tu re r ’s new p ro d u c t  programme. I f  

bo th  dyad members a re  in v o lv ed  in  d e c is io n -m a k in g ,  and i f  th e  

invo lvem en t i s  of a c o n s t r u c t i v e  and s e l f l e s s  k in d ,  the  

d e c is io n -m a k in g  can be termed r e c i p r o c a l . Involvem ent may be 

l e s s  b a la n c e d ,  however, fo r  d e c is io n -m ak in g  p ro v id e s  an a re n a  fo r  

power to  be e x e r c i s e d .  N o n - re c ip ro c a l  r e l a t i o n s  a re  h e ld  to  

e x i s t  when one member of th e  dyad e x e r c i s e s  i t s  power (o r  a c t s  

s e l f i s h l y )  in  d e c is io n -m a k in g .  The term "power" i s  now d is c u s s e d  

f u r t h e r .

S e v e ra l  c o n c e p tu a l i z a t io n s  of power a r e  found in  th e  

l i t e r a t u r e .  Those of Dahl (1 9 6 4 ) ,  and Emerson (1 9 6 2 ) ,  have been 

w id e ly  adopted  in  m ark e tin g  ch an n e ls  s t u d i e s .  Dahl d e f in e s  power 

as  th e  a b i l i t y  of one i n d i v id u a l  o r  group to  prompt a n o th e r  u n i t  

to  do what i t  would o th e rw ise  no t have done. Em erson’s
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d e f i n i t i o n  i s  s i m i l a r ,  fo r  he r e g a rd s  power as  measured by the  

amount of r e s i s t a n c e  on the  p a r t  of one u n i t  t h a t  can be 

p o t e n t i a l l y  overcome by a n o th e r .  Numerous r e s e a r c h e r s  have 

s tu d ie d  power and i t s  e x e r c i s e  in  m a rk e tin g  c h a n n e ls ,  o f te n  

a d o p t in g  a " d e c is io n  v a r i a b l e "  ap p ro ac h .  Thus, E l-A n sa ry  and 

S te m  d e f in e  the  power of a channe l  member as  " h i s  a b i l i t y  to  

c o n t r o l  th e  d e c i s i o n  v a r i a b l e s  in  th e  m ark e tin g  s t r a t e g y  of 

a n o th e r  in  a g iv en  ch anne l"  (1972, p . 4 7 ) .  W ilk in son  re g a rd s  

power as  " th e  a b i l i t y  of a f i rm  to  a f f e c t  a n o t h e r ’ s 

dec ison -m ak ing  a n d /o r  o v e r t  b eh av io u r"  (1975, p . 1 4 ) .  Lusch 

c o n c e p tu a l i z e s  power as  the  a b i l i t y  of a channe l member ( i ) ,  as  

p e rc e iv e d  by channe l member ( j ) ,  to  c o n t r o l  th e  d e c i s i o n  

v a r i a b l e s  of ( j ) "  (1975, p. 6 5 ) .  The concern  w ith  s tu d y in g  power 

i n  m a rk e tin g  c h an n e ls  i s  ev idenced  in  th e s e  and o th e r  s t u d i e s ,  

and i t  i s  f u r t h e r  a p p a re n t  t h a t  d ec is io n -m a k in g  i s  an a p p r o p r ia te  

lo c u s  fo r  i t s  e x a m in a t io n .  N o n - r e c ip ro c a l  d ec is io n -m a k in g  

p ro v id e s  ev idence  o f  th e  e x e r c i s e  of power i n  M-D r e l a t i o n s h i p s .

I n t e n s i t y  i s  th e  l e v e l  o f  c o n ta c t  and r e s o u r c e  exchange between 

th e  p a r t i e s .  This v a r i a b l e  needs l i t t l e  j u s t i f i c a t i o n ,  fo r  th e  

l i t e r a t u r e  rev iew  shows i t  to be an im p o r ta n t  r e l a t i o n s h i p  

f a c t o r .  In g e n e ra l  te rm s ,  i n t e r f i r m  c o n t a c t s  a re  im p o r ta n t  i f  

b u s in e s s  i s  to  be conducted  e f f i c i e n t l y .  More s p e c i f i c a l l y ,  

c o n t a c t s  of v a r io u s  k in d s ,  e . g . ,  p e r s o n a l  v i s i t s ,  t e l e x ,  a r e  

a rgued  to  be an im p o r ta n t  method fo r  overcoming th e  problem s 

a s s o c i a t e d  w ith  s e p a r a t i o n ,  and f i e l d  s t u d i e s  co n f irm  t h i s



78

v ie w p o in t .  The l e v e l  o f  r e s o u rc e  exchange ,  e . g . ,  t r a i n i n g ,  

in v e n to ry  l e v e l s ,  has a l e s s  c l e a r  e f f e c t ,  a l th o u g h  numerous 

w r i t e r s  a r e  of th e  o p in io n  th a t  su p p o r t  e f f o r t s  l i k e  th e s e  a re  

n e c e s s a ry  and he lp  to  improve ex p o r t  pe rfo rm ance .

C o n f l i c t  d e s c r ib e s  th e  l e v e l  of t e n s i o n  and d isag ree m en t  between 

th e  two p a r t i e s .  The q u e s t io n  of c o n f l i c t  in  M-D r e l a t i o n s  has 

a l r e a d y  been r a i s e d .  S te rn  and Reve b e l i e v e  t h a t  "because  of th e  

m utual d ependenc ies  which e x i s t  in  c h a n n e ls ,  i t  i s  l i k e l y  t h a t  

c o n f l i c t ,  i n  some form, w i l l  always be p r e s e n t"  (1980, p. 5 8 ) .

The p re se n c e  of dyad ic  c o n f l i c t ,  how ever, does not mean th a t  

th e r e  i s  an absence of c o o p e ra t io n .  A lthough c o n f l i c t  and 

c o o p e r a t io n  a re  i n t e r r e l a t e d ,  they  a re  d i s t i n g u i s h a b l e  from each 

o t h e r .  For example, s t ro n g  c o o p e ra t iv e  s e n t im e n ts  may 

c h a r a c t e r i z e  a g iven  r e l a t i o n s h i p ,  bu t th e r e  may a l s o  be t e n s io n  

and d isag ree m en t  co n ce rn in g  c e r t a i n  a s p e c t s  of th e  exchange 

p r o c e s s . N o n e th e l e s s , w h ile  c o o p e ra t io n  and c o n f l i c t  may 

c o - e x i s t  in  a r e l a t i o n s h i p ,  h igh  l e v e l s  of c o n f l i c t  c e r t a i n l y  

t h r e a t e n  c o o p e ra t io n  and ,  hence ,  p e rfo rm a n ce .  A number of 

s t u d i e s  have found perform ance to be n e g a t iv e l y  a s s o c i a t e d  w ith  

c o n f l i c t  l e v e l  (Brown and F r a z i e r  1978; Lusch 1976; Pearson  and 

Monoky 1976).  In view of th e se  r e s u l t s ,  e x p o r t  su c c e s s  i s  l e s s  

p ro b a b le  i f  c o n f l i c t  i s  no t kep t  w i th i n  t o l e r a b l e  l i m i t s .

The rem ain ing  v a r i a b l e s  in  the  model r e q u i r e  no e l a b o r a t i o n  

h e r e .  The th r e e  f irm  and environm ent f a c t o r s  were d e f in e d  and 

j u s t i f i e d  i n  C hap te r  2. The i n c l u s i o n  of " e x p o r t  perfo rm ance"  as 

th e  r e l a t i o n s h i p  outcomes v a r i a b l e  i s  n a t u r a l  in  view of much of
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th e  p r i o r  d i s c u s s i o n .  Perfo rm ance  i s  d e f in e d  a s :  th e

accom plishm en ts  -  r e a l  and p e rc e iv e d ,  t h a t  have r e s u l t e d  from th e  

M-D r e l a t i o n s h i p .  With the  n ine  model v a r i a b l e s  made e x p l i c i t ,  

th e  r e s e a r c h  h y p o th e ses  a re  now fo rm a l ly  s t a t e d .

3 .3  THE RESEARCH HYPOTHESES

Four h y p o th e se s  were fo rm u la te d  fo r  t e s t i n g .  These a re  

s t a t e d  and e x p la in e d  in  th e  fo l lo w in g  s e c t i o n s .

3 .3 .1  R e l a t i o n s h i p  c h a r a c t e r i s t i c s  and e x p o r t  perfo rm ance  

The h y p o th e s i s  r e g a rd in g  th e  f i r s t  p a r t  of the  t h e s i s  i s  

shown i n  T ab le  3 -1 .  The h y p o th e s i s  i s  t h a t :

HI : High e x p o r t  perfo rm ance  i s  more l i k e l y  to  o ccu r  when

th e  M-D r e l a t i o n s h i p  i s :

more s t a n d a r d i z e d ,  r e c i p r o c a l ,  and i n t e n s e  

l e s s  c o n f l i c t f u l .

No s p e c i f i c  h y p o th e s i s  i s  made co n ce rn in g  f o r m a l i z a t io n  and 

p e rfo rm a n ce .  For the  most p a r t ,  th e  h y p o th e s i s  i s  

s t r a i g h t f o r w a r d  and fo l lo w s  from p re v io u s  d i s c u s s i o n .  Thus, 

" c lo s e n e s s "  in  term s of  d e c is io n -m a k in g  ( r e c i p r o c i t y )  and 

c o n t a c t  ( c o n t a c t  i n t e n s i t y ) , i s  c o n s id e re d  a c o n d i t io n  t h a t  

e n a b le s  h ig h e r  p e rfo rm a n ce .  So to o ,  i s  " s u p p o r t iv e n e s s "  ( o r  

r e s o u r c e  i n t e n s i t y ) .  In  view of a  number of f in d i n g s  in  

m a rk e t in g  ch an n e l  s t u d i e s ,  h ig h  l e v e l s  of c o n f l i c t  a r e  h e ld  to  be 

h a rm fu l .  A c c o rd in g ly ,  c o n f l i c t  and perfo rm ance  a re  reg a rd e d  as 

n e g a t iv e l y  a s s o c i a t e d .  F i n a l l y ,  w h ile  th e  a s s o c i a t i o n  betw een
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Table  3--1

DIRECTION OF HYPOTHESIZED 
RELATIONSHIP CHARACTERISTICS

ASSOCIATION BETWEEN 
AND EXPORT PERFORMANCE

V a r ia b le s E xport perfo rm ance

R e la t i o n s h i p  c h a r a c t e r i s t i c s :

F o rm a l iz a t io n ?

S t a n d a r d i z a t i o n +

R e c ip r o c i ty +

I n t e n s i t y  -  c o n t a c t +

-  r e s o u r c e s +

C o n f l i c t -

Note
? No d i r e c t i o n  h y p o th e s iz e d
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f o r m a l i z a t i o n  and perform ance  i s  r e g a rd e d  as u n c l e a r ,  

s t a n d a r d i z a t i o n  i s  argued  as  hav ing  a p o s i t i v e  a s s o c i a t i o n .  T h is  

f o l lo w s  from the  id e a  t h a t  a c l e a r  view of dyad ic  r o l e s  and 

r o u t i n e s  i s  a p r e r e q u i s i t e  fo r  h ig h  p e rfo rm an ce .  I f  

r e s p o n s i b i l i t i e s  s h i f t  around w i th in  th e  dyad , and i f  b u s in e s s  

p ro c e s s e s  a r e  in  a s t a t e  of f lu x ,  h ig h  perfo rm ance i s  c o n s id e re d  

u n l i k e l y .

3 . 3 .2  S take  and r e l a t i o n s h i p  c h a r a c t e r i s t i c s

The f i r s t  of th e  h y p o th e ses  r e g a rd in g  th e  second p a r t  of th e  

t h e s i s  co n ce rn s  s t a k e .  As seen  i n  T ab le  3 - 2 ,  two c o n d i t io n s  of 

s ta k e  a r e  c o n s id e re d  -  j o i n t  s t a k e ,  and o n e - p a r ty  s t a k e .  J o i n t  

s t a k e  r e f l e c t s  what th e  two p a r t i e s  have in v e s te d  in  th e  

r e l a t i o n s h i p ,  and by i m p l i c a t io n  what would be l o s t  shou ld  th e  

r e l a t i o n s h i p  come to  an end . O n e -p a r ty  s t a k e ,  how ever, s u g g e s ts  

th e  in v e s tm e n t  t h a t  e i t h e r  th e  m a n u fa c tu re r  o r  th e  o v e rse a s  

d i s t r i b u t o r  has in  th e  r e l a t i o n s h i p .

The h y p o th e s i s  i s :

H2: When th e  l e v e l  o f  j o i n t  s t a k e  i s  h ig h ,  th e  M-D

r e l a t i o n s h i p  i s :

more f o r m a l iz e d ,  s t a n d a r d i z e d ,  r e c i p r o c a l ,  and in t e n s e  

l e s s  c o n f l i c t f u l .

The r e a s o n in g  fo r  th e s e  a s s o c i a t i o n s  i s  s t r a i g h t f o r w a r d .

When bo th  dyad members have much a t  s ta k e  in  a r e l a t i o n s h i p ,  i t  

i s  argued  th a t  th e y  w i l l  a t te m p t  to  p r o t e c t  th e  r e l a t i o n s h i p .  

" P r o t e c t io n "  i n c lu d e s :  a more e x p l i c i t  agreem ent c o n c e rn in g  th e
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Table 3 -2

DIRECTION OF HYPOTHESIZED ASSOCIATION BETWEEN 
STAKE AND RELATIONSHIP CHARACTERISTICS

V a r ia b le s
J o i n t

S tak e
O n e -p a r ty  
( i . e . ,  M o r D)

R e l a t i o n s h i p  c h a r a c t e r i s t i c s ;

F o rm a l iz a t io n + +

S t a n d a r d i z a t i o n + +

R e c i p r o c i t y + -

I n t e n s i t y  -  c o n t a c t + +

-  r e s o u rc e s + +

C o n f l i c t - -
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n a tu re  of th e  r e l a t i o n s h i p  ( f o r m a l i z a t i o n ) ;  g r e a t e r  adhe rence  to 

ag reed-upon  r o l e s  and r o u t i n e s  ( s t a n d a r d i z a t i o n ) ;  more j o i n t  

d e c is io n -m a k in g  ( r e c i p r o c i t y ) ;  more c o n ta c t  and r e s o u rc e  exchange 

( i n t e n s i t y ) ;  and l e s s  t e n s io n  and d isa g re e m e n t  ( c o n f l i c t ) .

With one e x c e p t io n ,  s i m i l a r  c h a r a c t e r i s t i c s  a r e  h y p o th e s iz e d  

when o n e -p a r ty  s ta k e  i s  h ig h .  Thus, w h ile  the  same k ind  of 

o v e r a l l  r e l a t i o n s h i p  i s  a n t i c i p a t e d ,  l e s s  r e c i p r o c i t y  i s  expec ted  

when o n e -p a r ty  s ta k e  i s  h ig h .  R e c a l l in g  the  l i n k  p r e v io u s ly  

s u g g e s te d  between s t a k e ,  dependence , and power p o t e n t i a l ,  when 

o n e -p a r ty  s ta k e  i s  h ig h ,  so too i s  dependence, and th e  e x e r c i s e  

o f  power in  d e c is io n -m a k in g  i s  f o r s e e n ;  t h u s ,  r e c i p r o c i t y  i s  

h y p o th e s iz e d  to be l e s s .

3 . 3 .3  E x p e r ie n c e  and r e l a t i o n s h i p  c h a r a c t e r i s t i c s  

A lthough a d i s t i n c t i o n  was made e a r l i e r  between c o r p o r a te  

and p e r s o n a l  e x p e r ie n c e ,  th e  im pact of b o th  k inds  of e x p e r ie n c e  

on the  M-D r e l a t i o n s h i p  i s  viewed to  be th e  same. The h y p o th e s i s  

h e re  i s  shown i n  T ab le  3 -3 .  This i s :

H3: When th e  l e v e l  o f  i n t e r n a t i o n a l  t r a d i n g  e x p e r ie n c e

i s  h ig h ,  th e  M-D r e l a t i o n s h i p  i s :  

more s t a n d a r d i z e d  and r e c i p r o c a l  

l e s s  fo rm a l iz e d  and c o n f l i c t f u l .

No s p e c i f i c  h y p o th e s i s  i s  made co n ce rn in g  i n t e n s i t y .  These 

a s s o c i a t i o n s  a re  e x p la in e d  as fo l lo w s .

E x p e r ie n c e  can be seen  to impact on M-D r e l a t i o n s h i p s  in  

v a ry in g  ways. Thus, e x p e r ie n c e  i s  ex p ec ted  to  b r in g  w ith  i t  

r e c o g n i t i o n  th a t  l e g a l  d i s t r i b u t o r  agreem en ts  do not p re v e n t  

dy ad ic  p rob lem s. In view of t h i s ,  in fo rm a l  agreem ents  a re  more
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Table 3 -3

DIRECTION OF HYPOTHESIZED ASSOCIATION BETWEEN 
EXPERIENCE AND RELATIONSHIP CHARACTERISTICS

V a r ia b le s
E x p e r ie n c e

C o rp o ra te P e r s o n a l

R e la t i o n s h ip  c h a r a c t e r i s t i c s :

F o rm a l iz a t io n - -

S t a n d a r d i z a t io n + +

R e c ip r o c i ty + +

I n t e n s i t y  -  c o n ta c t 7 ?

-  r e s o u r c e s ? ?

C o n f l i c t - -

Note

? no d i r e c t i o n  h y p o th e s iz e d
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o f t e n  a n t i c i p a t e d  in  th e s e  dyad ic  s i t u a t i o n s .  In  a d d i t i o n ,  l e s s  

c o n f l i c t  i s  expec ted  in  h igh  e x p e r ie n c e  dyads , s im ply  b eca u se  

c o r p o r a t i o n s  and i n d i v i d u a l s  a re  more know ledgeable  a n d /o r  have 

been d e a l in g  w ith  each o th e r  fo r  lo n g e r  p e r io d s .  The same 

consequences  of e x p e r i e n c e ,  i . e . ,  knowledge and f a m i l i a r i t y ,  a re  

expec ted  to  le ad  to more j o i n t - d e c i s i o n  making ( r e c i p r o c i t y ) .  On 

th e  q u e s t io n  o f  s t a n d a r d i z a t i o n ,  i t  i s  a n t i c i p a t e d  th a t  

e x p e r ie n c e  i s  a s s o c i a t e d  w ith  r e l a t i v e l y  s t ro n g  id e as  of r o l e s  

and r o u t i n e s  in  i n t e r n a t i o n a l  b u s in e s s ,  and t h a t  as a r e s u l t  th e  

e s t a b l i s h e d  ways would be adhered  to more th an  in  dyads w ith  l e s s  

e x p e r i e n c e .  F i n a l l y ,  th e  d i r e c t i o n  o f  a s s o c i a t i o n  between 

e x p e r ie n c e  and i n t e n s i t y  i s  u n c e r t a i n .  On th e  one hand i t  can be 

a rgued  t h a t  e x p e r ie n c e  shou ld  b r in g  an a p p r e c i a t i o n  of the  

b e n e f i t s  of i n t e n s e  r e l a t i o n s .  Yet on th e  o th e r  hand , more 

e x p e r ie n c e  ( p a r t i c u l a r l y  w i th in  th e  dyad) might be viewed as 

red u c in g  the  r e a l  need fo r  f r e q u e n t  c o n ta c t  and r e s o u rc e  

exchange . In  view o f t h i s  u n c e r t a i n t y ,  no d i r e c t i o n  of 

a s s o c i a t i o n  i s  h y p o th e s iz e d  fo r  i n t e n s i t y .

3 . 3 .4  U n c e r t a in ty  and r e l a t i o n s h i p  c h a r a c t e r i s t i c s  

The f i n a l  h y p o th e s i s  i s  s e t  ou t i n  T ab le  3 - 4 .  T h is  i s :

H4: When th e  l e v e l  o f  u n c e r t a i n t y  s u r ro u n d in g  th e

t r a n s a c t i o n  p ro c e s s  i s  h ig h ,  th e  M-D r e l a t i o n s h i p  i s :  

more r e c i p r o c a l ,  i n t e n s e ,  and c o n f l i c t f u l  

l e s s  fo rm a l iz e d  and s t a n d a r d i z e d .

This  h y p o th e s i s  flow s d i r e c t l y  from th e  d i s c u s s io n  of e m p i r i c a l  

r e s e a r c h  f i n d i n g s  in  C hap ter  2 .  I n t r a -  and i n t e r - o r g a n i z a t i o n a l
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Table 3 -4

DIRECTION OF HYPOTHESIZED ASSOCIATION BETWEEN 
UNCERTAINTY AND RELATIONSHIP CHARACTERISTICS

V a r ia b l e s U n c e r ta in ty

R e l a t io n s h ip  c h a r a c t e r i s t i c s :

F o rm a l i z a t io n -

S t a n d a r d i z a t i o n -

R e c i p r o c i t y +

I n t e n s i t y  -  c o n ta c t +

-  r e s o u r c e s +

C o n f l i c t +
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re s p o n s e s  to  u n c e r t a i n t y  were seen  to  in v o lv e  o r g a n ic ,  f l u i d ,  

i n t e r a c t i v e  s t r u c t u r e s  and p r o c e s s e s .  These f in d i n g s  e x p la in  th e  

a s s o c i a t i o n  of fo u r  of the  r e l a t i o n s h i p  c h a r a c t e r i s t i c s  w ith  

u n c e r t a i n t y  -  f o r m a l i z a t io n ,  s t a n d a r d i z a t i o n ,  r e c i p r o c i t y ,  and 

i n t e n s i t y .  C o n f l i c t  i s  the  f i n a l  c h a r a c t e r i s t i c  f o r  comment. In  

view of f i n d in g s  by H ir s c h  (1972) and Ford (1 9 7 8 ) ,  c o n f l i c t  i s  

h y p o th e s iz e d  to  be g r e a t e r  th e  more the  u n c e r t a i n t y  fa c in g  the  

i n t e r a c t i n g  f i rm s .

3 .4  RESEARCH METHODOLOGY

Having d e s c r ib e d  the  h y p o th e ses  to be t e s t e d  i n  th e  

r e s e a r c h ,  a t t e n t i o n  now tu rn s  to  p r a c t i c a l  m a t te r s  of 

m e thodology . In  t h i s  s e c t i o n  a v a r i e t y  of m a t t e r s  a re  d e s c r ib e d ,  

i n c lu d in g :  the  d e s ig n  of th e  r e s e a r c h  in s t r u m e n t s ,  sam pling , and

i n t e r v i e w i n g .

3 . 4 .1  D es ign ing  th e  r e s e a r c h  in s t r u m e n ts  

The d e c i s i o n  to  use p e r s o n a l ly  a d m in is te re d  q u e s t i o n n a i r e s  

was taken  f o r  a number of r e a s o n s .  F i r s t ,  i t  was n e c e s s a ry  to 

g u id e  and in  some c a se s  prompt the  r e s p o n d e n t  th rough  complex 

i s s u e s .  Second, some coaxing  of  r e s p o n d e n ts  was a n t i c i p a t e d  i f  

answ ers to  c o n f i d e n t i a l  q u e s t io n s  were to be fo r th co m in g ,  e . g . ,  

s a l e s  i n f o r m a t io n ,  a s se s sm e n ts  of b u s in e s s  p a r t n e r s .  T h i rd ,  a 

c o n s id e r a b le  amount of in fo rm a t io n  was to  be c o l l e c t e d .  P e r s o n a l  

a d m i n i s t r a t i o n  o f  a long q u e s t i o n n a i r e  was reg a rd ed  as p r e f e r a b l e  

to  m a i l in g  th e  same in s t r u m e n t .  F i n a l l y ,  p r e l im in a ry  f ie ld w o rk
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showed t h a t  managers were bo th  w i l l in g  and v e ry  i n t e r e s t e d  to 

d i s c u s s  t h e i r  e x p o r t in g  a n d /o r  im p o rtin g  e x p e r i e n c e .

W ith th e  d e c i s io n  in  favour  of p e r s o n a l  in t e r v ie w in g  ta k e n ,  

a s e t  of in s t ru m e n ts  was des igned  so t h a t  th e  wide range  of 

t o p i c s  of i n t e r e s t  might be covered a d e q u a te ly ,  and so t h a t  

r e s p o n se s  cou ld  be s u b je c te d  to  re a s o n a b ly  s o p h i s t i c a t e d  

s t a t i s t i c a l  a n a l y s i s .  The f i n a l  q u e s t i o n n a i r e s  a r e  seen  a t  

A ppendix A2 and A3. The s t r u c t u r e  of th e  m a n u fa c tu re r  and 

d i s t r i b u t o r  q u e s t i o n n a i r e  i s  e x a c t ly  th e  same, namely:

1. Background in fo rm a t io n

2 . E x p o r t in g / im p o r t in g  h i s t o r y

3. D i s t r i b u t o r  agreem ent

4 .  Making d e c i s io n s

5. D isag reem en ts

6 . C o n ta c ts

7. S a le s  e f f o r t s

8 .  M arket and i n d u s t r y  c h a r a c t e r i s t i c s

9 . E xport s a l e s  perform ance and f u t u r e  p la n s

In  a d d i t i o n  to  th e  p e r s o n a l l y  a d m in is te re d  q u e s t i o n n a i r e s ,  a 

s e l f - c o m p le t io n  q u e s t i o n n a i r e  was des igned  to be l e f t  w ith  each  

m a n u fa c tu re r  and d i s t r i b u t o r  r e p r e s e n t a t i v e  i n t e r v ie w e d .  These 

a r e  found a t  Appendix A4 and A5 r e s p e c t i v e l y .

V a r io u s  changes were made in  a r r i v i n g  a t  th e se  f i n a l  

i n s t r u m e n t s .  Three changes were n o ta b l e .  F i r s t ,  p r e l im in a r y  

f i e ld w o r k  p o in te d  to  some i n d i f f e r e n c e  on th e  p a r t  of managers 

r e g a rd in g  th e  d e t a i l s  of d i s t r i b u t o r  a g ree m en ts .  In  view o f 

t h i s ,  a long  s e c t i o n  d e a l in g  w ith  s p e c i f i c  agreem ent c l a u s e s  in
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an e a r l y  v e r s io n  of the in s t ru m e n t  was re d u c e d .  The f i n a l  

q u e s t i o n n a i r e ,  as a r e s u l t ,  p laced  l e s s  s t r e s s  on th e  l e g a l  

framework of the  r e l a t i o n s h i p ,  and more em phasis on th e  a c t u a l  

r e l a t i o n s h i p .  The i n d i f f e r e n c e  of managers tow ards l e g a l  i s s u e s  

i s  c o n s i s t e n t  w ith  l im i t e d  ev idence  t h a t  s u g g e s ts  businessm en  

on ly  depend upon the  law as a l a s t  r e s o r t  (M acaulay 1963).

Second, the  s e l f - c o m p le t io n  q u e s t i o n n a i r e  r e s u l t e d  from a  d e s i r e  

to  keep the  d u r a t i o n  of th e  f a c e - t o - f a c e  i n t e r v ie w  w i th in  

t o l e r a b l e  l i m i t s . S ince  th e  i tem s  in  q u e s t io n  d e a l t  a lm ost 

e x c l u s i v e ly  w ith  the  p e r s o n a l  h i s t o r y  and e x p e r ie n c e  of th e  

c o n t a c t  p e r s o n ,  no d i f f i c u l t y  was en v isag e d  by t h i s  move. T h i rd ,  

two s e c t i o n s  on "making d e c i s io n s "  and "d isa g re e m e n ts "  were moved 

fo rw ard  i n  th e  q u e s t i o n n a i r e .  T h is  was m o t iv a ted  by a d e s i r e  to 

c a p tu r e  a c c u r a te  re sp o n se s  in  th e s e  ju dgem en ta l a r e a s ,  and th e  

th o u g h t  t h a t  in t e rv ie w e e  f a t i g u e  cou ld  be a f a c t o r  tow ards th e  

end of th e  in t e r v i e w .

The f i n a l i s e d  q u e s t i o n n a i r e s  a re  m o s tly  th e  r e s u l t  of f r e s h  

i n i t i a t i v e .  C e r t a in  i te m s ,  however, were in c o rp o r a te d  which had 

been deve loped  by o th e r  r e s e a r c h e r s .  These w ere; L orsch  and 

A l l e n ’ s (1973, p .  235) u n c e r t a in t y  q u e s t i o n ,  i . e . ,  Q u es tio n  M and 

D 8 .6 ;  P ea rso n  and Monoky's (1976) c o n f l i c t  and c o o p e ra t io n  

d e s c r i p t o r s ,  i . e . ,  M and D 5 .7 ;  and c o n ta c t  and e x p e r ie n c e  

q u e s t i o n s  from th e  I n t e r n a t i o n a l  M arketing  and P u rc h a s in g  P r o j e c t  

(Cunningham 1980), i . e . ,  M and D 6 to  13 .

P r i o r  to  th e  f i n a l  f ie ld w o rk ,  t r i a l  in t e r v ie w s  were 

conduc ted  in  two m an u fa c tu r in g  companies in  o rd e r  to  t e s t  th e
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q u e s t i o n n a i r e  i n  a r e a l i s t i c  f i e l d  s e t t i n g .  The f i rm s  were 

t y p i c a l  of th o se  making up th e  s tu d y  sam ple, and th e  i n t e r v ie w s  

were conducted  s a t i s f a c t o r i l y .  No problem s were a p p a r e n t ,  

a l th o u g h  one or two q u e s t io n s  were r e o rd e re d  to improve th e  

q u e s t i o n  flow .

3 . 4 .2  O p e r a t i o n a l i z a t i o n  o f  th e  model v a r i a b l e s  

The model v a r i a b l e s  were o p e r a t i o n a l i z e d  i n  a v a r i e t y  of 

w ays. The use  o f  m u l t i p l e  m easures f o r  each v a r i a b l e  seemed a 

p ru d en t  move in  view of th e  la c k  of e m p i r i c a l  work in  t h i s  

f i e l d .  The m easures which a re  d is c u s s e d  in  th e  rem a inder  of the  

d i s s e r t a t i o n  a re  l i s t e d  i n  T ab le  3 -5 ,  where a m easure r e f e r e n c e ,  

l a b e l ,  and d e s c r i p t i o n  a re  found . An accoun t of s c o r in g  

p ro ced u re s  fo r  each of th e se  m easures i s  d e t a i l e d  i n  Appendix 

A6. C e r t a in  of th e  m easures  fo r  which d a ta  was c o l l e c t e d  a r e  not 

r e p o r t e d  h e r e ,  because  th e  l e v e l  or range  of in t e r v ie w e e  r e s p o n s e  

was in a d e q u a te ,  or m ean ing fu l  answ ers were no t o b ta in e d .

3 . 4 .3  The C anadian  sample o f  m a n u fa c tu re r s  

The 1978 Canadian  T rade Index  was used as th e  sam pling frame 

from which th e  m a n u fa c tu re r s  were drawn. S ince  no l i s t i n g  of 

Canadian com panies e x p o r t in g  to  th e  U.K. was found, t h i s  proved 

to  be th e  most s a t i s f a c t o r y  ap p ro ac h .  A l i s t i n g  o f  p o t e n t i a l  

sample members was b u i l t  up by c o n s id e r in g  four s e p a r a t e  

c r i t e r i a .  F i r s t ,  the  company sh o u ld  be lo c a t e d  i n  th e  p ro v in c e  

o f  O n ta r io .  This  c r i t e r i o n  had i t s  o r i g i n  in  b u d g e ta ry
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Table 3-5

OPERATIONALIZATION OF THE MODEL VARIABLES

Measure
Reference Label Description

SKI

SK2

SK3

SK4

SK3

SK6

SK7

CEI

CE2

CE3

CE4

time to replace D/M

Importance of D/M

X  of M's total sales 
through D

X  of D's total sales 
through M

% of M's exports 
through D

X  of D's Imports 
through M

Stake

the length of time It would take to 
replace D/M and get back to the 
present position

the perceived importance of D/M to 
U.K. operations

the percentage of M's total sales 
that are accounted for by sales 
through D

the percentage of D's total sales 
that are accounted for by sales of 
M's products

the percentage of M's export sales 
that are accounted for by sales 
through D .

the percentage of D's Import sales 
that are accounted for by sales of 
M's products

Importance of business the extent to which the U.K. sales 
to M/D of M's products are of more or less

Importance to M or to D.

Experience - corporate

no. of overseas 
contacts

the number of overseas agents and 
distributors, and manufacturers, 
that M and D deal with respectively

years of International the number of years that M has
trading

years of U.K./Canada 
trading

years M-D relation
ship established

exported and D has imported

the number of years that M has 
exported to the U.K., and D has 
Imorted from Canada

the number of years that M and D 
have been established trading 
partners
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Table 3-5 (Cont'd)

Measure
Reference Label Description

CE5 relationship contact 
level

PEI

PE2

PE3

PE4

PE5

PE6

PE7

U1

U2

U3

U4

the management level at which the 
responsibility for contact between 
M and D is located.

Experience - personal

contact age

years of personal 
contact

work experience 
overseas

days overseas

overseas trading 
experience

schooling

company experience

the age of the persons responsible 
for contact between M and D

the number of years that the 
Individuals responsible have been 
In contact with each another

whether the contact Individuals 
have lived and worked overseas

the number of days spent travelling 
overseas on business annually

the extent of overseas trading 
experience of the contact 
Individuals

the extent of the contact 
Individual's formal education

the number of years the contact 
Individuals have spent In other 
positions in their present 
companies

Uncertainty

profit objectives 
reached

new product activity 

U.K. competition 

R & D expenditures

the extent to which M/D have 
attained their profit objectives 
over the last 5 years

the number of new products launched 
in the last 2 years

the number of competitors faced by 
M's products in the U.K. market

the level of research and 
development spending by M
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Table 3-5 (Cont'd)

Measure
Reference Label Description

Ü5 Industry change

FI

SDl

FRI

RP2

Cil

CI2

CI3

014

CI5

CI6

the change in their Industry as 
perceived by the contact 
Individuals

Formalization

agreement formality the formality of the agreement 
between M and D

Standardization

stability of roles 
and routines

the extent to which the roles of 
M/D and trading routines 
established are fixed or have 
changed

Reciprocity

decision-making In 
the dyad

the extent to which decision
making is a joint affair

spot decision-making

Intensity - contact

the extent to which D can make spot 
decisions on M's behalf

no. of letters

no. of phone calls

no. of visits

no. of telex messages

no. of company 
linkages

other contact 
frequency

the number of letters exchanged by 
M and D annually

the number of phone calls made to 
each other by M and D annually

the number of visits made to each 
other by M and D over a two year 
period

the number of telex messages 
exchanged by M and D annually

the number of linkages between 
functional area groups in M and D

the frequency with which the 
contact Individuals interact with 
persons In M/D other than the 
primary contact
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Table 3-5 (Cont’d)

Measure
Reference Label Description

Intensity - resource

RIl

RI2

RI3

RI4

RI5

Cl

C2

C3

C4

C5

C6

PI

support materials 

use of M's logo 

stock carried 

training 

effort expended

the extent to which M provides 
support materials to D

the extent to which D uses M's logo 
In U.K. selling operations

the level of M's stock carried by D 
In the U.K.

whether M provides training to D's 
personnel

the amount of effort expended by M 
and D In comparison to other 
relationships they are engaged in

Conflict

conflict of objectives the extent to which M and D
disagree on matters of business 
objectives

conflict frequency the frequency with which M and D 
disagree

decision area conflict the extent to which M and D
disagree in a variety of decision 
areas

conflict descriptor 
score

comparative conflict 
In relationships

resolution frequency

the extent to which the 
relationship Is characterized by 
certain conflict descriptors

the extent to which there Is more 
or less disagreement between M and 
D, compared to other similar 
relationships they are involved in

the frequency with which 
disagreements are resolved

Performance

trend in sales the extent to which the sales of 
M's products are growing or 
declining In the U.K.
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Table 3-5 (Cont'd)

Measure
Reference Label Description

P2 U.K. sales the level of sales of M's products 
In the U.K.

P3 sales satisfaction the extent to which M and D are 
satisfied with current sales levels

PA cooperation the perceived cooperation that 
exists in the relationship between 
M and D

P5 overall satisfaction the extent to which M and D are 
satisfied with the relationship In 
overall terms

P6 future plans the extent to which the plans of M 
and D Involve closer, continued, or 

'less Involvement with each other
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c o n s i d e r a t i o n s .  In  o rd e r  to  keep th e  f ie ld w o rk  c o s t s  w i th in  a 

t i g h t  b u d g e t ,  a c l u s t e r e d  sample of m a n u fa c tu re r s  was n e c e s s a r y .  

T h is  c r i t e r i o n  i s  no t c o n s id e re d  r e s t r i c t i v e  s in c e  O n ta r io  i s  the  

m a n u fa c tu r in g  " h e a r t l a n d "  of Canada.

Second, th e  number o f  employees sh o u ld  be g r e a t e r  th a n  2 5 .

By fo l lo w in g  t h i s  d e c i s io n  r u l e ,  very  sm all  companies were 

ex c lu d ed  from the  sam ple . Few m a n u fa c tu re r s  of t h i s  s i z e  were 

c o n s id e re d  l i k e l y  to  be r e g u l a r l y  in v o lv ed  in  e x p o r t in g  t h e i r  

p ro d u c ts  o v e r s e a s .  T h i r d ,  the  company sh o u ld  p ro c e s s  o r  

m a n u fa c tu re  p ro d u c ts  d e s t i n e d  f o r  i n t e r m e d i a t e  m a rk e t s . A number 

o f  f a c t o r s  su g g es ted  t h i s  c r i t e r i o n .

1. The need fo r  s t ro n g  and c o o p e r a t iv e  M-D r e l a t i o n s h i p s  

i s  a rg u a b ly  more s a l i e n t  i n  in t e r m e d ia te  m arke ts  th an  

consumer m a rk e ts .  Given th e  h ig h e r  l e v e l  of s e l l i n g ,  

s e r v i c i n g ,  and su p p o r t  a c t i v i t i e s  r e q u i r e d ,  

r e l a t i o n s h i p s  in  in t e r m e d ia te  goods t r a d i n g  a re  

p a r t i c u l a r l y  demanding and w orthy of s tu d y .

2. S ince d i s t r i b u t o r s  of in t e r m e d ia te  goods were p e rc e iv e d  

to  be a more homogeneous group th an  th o se  of Canadian 

consumer goods ( e . g . ,  food b r o k e r s ,  r e t a i l  buying 

o f f i c e s ,  g e n e r a l  im p o r t e r s ) ,  more a c c u r a t e  dyad ic  

com parisons cou ld  be drawn in  what was to be a s m a l l i s h  

f i n a l  sam ple .

3 . This  s e c t o r a l  emphasis was c o n s i s t e n t  w ith  C an ad a 's  

i n t e r n a t i o n a l  t r a d e  p r i o r i t i e s .  R e s u l t s  from the  

s tu d y ,  th e n ,  cou ld  shed l i g h t  i n  an a re a  of im p o r tan ce  

and i n t e r e s t .
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F o u r th ,  th e  m a n u fa c tu re r  shou ld  i n d i c a t e  t h a t  i t  had a 

"U.K. r e p r e s e n t a t i v e "  o r  " r e p r e s e n t a t i v e s  th ro u g h o u t  th e  w o r ld ."  

T h is  f i n a l  c r i t e r i o n  was th e  on ly  p r a c t i c a l  way to  l o c a t e  

companies t h a t  might be e x p o r t in g  th rough  d i s t r i b u t o r s  in  th e  

U .K .,  g iv e n  t h a t  a d e f i n i t i v e  sou rce  o f  t h i s  in fo rm a t io n  was not 

a v a i l a b l e .

Through ap p ly in g  th e s e  fo u r  c r i t e r i a ,  105 com panies were 

l i s t e d  as  p o s s ib le  companies fo r  in t e r v i e w in g .  Each company was 

s e n t  an i n d i v i d u a l l y  typed l e t t e r  e x p la in in g  th e  pu rpose  of the  

s tu d y  (Appendix A7). In  a l l  c a se s  th e  l e t t e r  was a d d re s se d  to  

"The E xport  M anager."  In  th e  absence o f  a  s p e c i f i c  name or 

knowledge of the  l e v e l  a t  which r e s p o n s i b i l i t y  fo r  e x p o r t in g  l a y ,  

t h i s  seemed th e  most a p p r o p r i a t e  ap p ro ac h .  The l e t t e r  was 

accompanied by a form r e p ly  which c l a r i f i e d  w h e th e r :  th e  f i rm

e x p o r te d  to  th e  U .K .,  a d i s t r i b u t o r  was used in  th e  U .K .,  and , 

th e  f i rm  was p rep a red  to ta k e  p a r t  in  th e  s tu d y .  In  a d d i t i o n ,  

d e t a i l s  o f  U.K. s a l e s  l e v e l ,  l e n g th  of U.K. e x p o r t in g  h i s t o r y ,  

and a d e s c r i p t i o n  of e x p o r t  p ro d u c ts  were s o l i c i t e d .  A 

r e p l y - p a i d  enve lope  was in c lu d e d  in  a l l  c a s e s .  As a r e s u l t  of 

m a iled  r e t u r n s  and te le p h o n e  c a l l s  to th o se  n o t  i n i t i a l l y  

r e p l y i n g ,  c o n t a c t  was made w ith  91 o f  th e  f i rm s  in  q u e s t i o n .  Of 

t h e s e ,  26 met th e  i n c l u s i o n  c r i t e r i a  and agreed  to be 

in t e r v i e w e d .  D e t a i l s  of th e  i n i t i a l  105 company sample a re  shown 

i n  T ab le  3 -6 .

An i n t e r v i e w  sch ed u le  was planned and f i e l d  in t e r v ie w s  took 

p la c e  between th e  2nd and 19th of May, 1978. As a r e s u l t  of the  

f i e ld w o r k ,  19 i n t e r v i e w s  produced u s a b le  d a ta  f o r  a n a l y s i s .
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Table 3 -6

CANADIAN FIELDWORK: CONTACTS SOUGHT
AND MADE, INTERVIEWS CONDUCTED

Companies s e l e c t e d  from 1978 Canadian T rade Index
as m eeting  sample i n c l u s i o n  c r i t e r i a 105

No c o n ta c t  made 14

C o n ta c t  made :
-  no e x p o r ts  made to  U.K. 28
-  d i s t r i b u t o r  no t used i n  U.K. 20
-  companies t r a d in g  i n  U.K. b u t

th ro u g h  a s s o c i a t e d  o r g a n iz a t i o n 11
-  u n w i l l in g  to c o o p e ra te 6
-  a g re e d  to  be in te rv ie w e d 26 91 105

Companies a g re e in g  to  an in t e r v ie w 26
-  s u i t a b l e  in t e r v ie w  arrangem en ts  co u ld

n o t  be made 5
-  in t e r v ie w s  conducted 21 26

In te r v ie w s  conducted 21
-  u s a b le  d a ta  o b ta in e d 19
-  n o n u sab le  d a t a  ( i . e . ,  use of agen t 2 21

U .K . - l ;  u s e  of a s s o c i a t e d  company
i n  U .K . - l )
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3 .4 .4  In te rv ie w s  w i th  m a n u fa c tu re r s  

In te rv ie w in g  was a r e l a t i v e l y  s t r a i g h t f o r w a r d  p ro c e s s .  In  

each  company, p r e l im in a r y  c o n ta c t  had i d e n t i f i e d  th e  p e rso n  th a t  

d e a l t  w ith  th e  U.K. d i s t r i b u t o r  on a c o n t in u in g  b a s i s ,  and t h i s  

was the  pe rso n  w ith  whom th e  in t e r v i e w  was c o n d u c ted .  The e a r l y  

p a r t  of th e  in t e r v ie w  was i n v a r i a b l y  ta k e n  up by f u r t h e r  

e x p la n a t io n  o f  th e  s tu d y  and i t s  a im s ,  and in  a s s u ra n c e s  of 

c o n f i d e n t i a l i t y  be ing  made. At t h i s  s t a g e  th e  re sp o n d e n t  was 

a l s o  asked w hether th e r e  were any o b je c t io n s  to a ta p e  re c o rd in g  

be ing  made of th e  p ro c e e d in g s .  In a l l  c a se s  a r e c o rd in g  was 

a l lo w e d .

The in t e r v ie w  th en  ensued w ith  th e  r e s e a r c h e r  keep ing  th e  

d i s c u s s i o n  of  to p i c s  and q u e s t io n s  as  f a r  as p o s s i b l e  to  the  

o rd e r  in  which th e s e  appea red  in  th e  q u e s t i o n n a i r e .  Some 

d e v i a t i o n  from t h i s  o rd e r  was e x p e r ie n c e d  in  a few c a s e s .  The 

ave rage  le n g th  of th e  in t e r v ie w  was abou t one and t h r e e  q u a r t e r  

h o u r s ,  w ith  a range  from one to  f i v e  h o u r s .  At th e  end of each 

i n t e r v i e w ,  the  re sp o n d e n t  was l e f t  a s e l f - c o m p le t io n  

q u e s t i o n n a i r e  to  be ta c k le d  and r e tu r n e d  a t  h i s  l e i s u r e .  In  some 

c a s e s ,  th e  re sp o n d e n t  chose to com plete  t h i s  q u e s t i o n n a i r e  on the  

s p o t ,  r a t h e r  th an  hav ing  to  d e a l  w ith  i t  l a t e r .

3 .4 .5  U.K. f i e ld w o r k  

P lan n in g  fo r  th e  U.K. f ie ld w o rk  began upon co m p le tio n  of 

i n t e r v ie w in g  in  Canada. Each of th e  m a n u fa c tu re r s  had i d e n t i f i e d  

t h e i r  c o n t a c t  pe rso n  in  th e  U.K. d i s t r i b u t o r ’s o r g a n i z a t i o n .  The
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19 p e rs o n s  in  q u e s t io n  were s e n t  an i n d i v i d u a l l y  typed  l e t t e r  

e x p la in in g  the  s tu d y ,  and i n d i c a t i n g  t h a t  th e  Canadian  

m a n u fa c tu re r  had a l r e a d y  co n sen ted  to  and ta k e n  p a r t  i n  an 

i n t e r v i e w  (Appendix A8). A form r e p ly  was e n c lo se d  w ith  th e  

l e t t e r  so t h a t  th e  d i s t r i b u t o r  cou ld  i n d i c a t e  agreem ent to  being 

in t e r v ie w e d ,  and the  d a te s  which would be most s u i t a b l e .  A 

r e p l y - p a i d  envelope was a g a in  u s e d .

A l l  19 d i s t r i b u t o r s  agreed  to  ta k e  p a r t  in  th e  s tu d y .  T h is  

meant t h a t  no Canadian d a t a  was l o s t  due to  n o n -c o o p e ra t io n  in  

t h e  U.K. An in t e r v ie w  schedu le  was t e n t a t i v e l y  p lanned  and then  

f i n a l i s e d  upon th e  r e s e a r c h e r ’ s a r r i v a l  i n  th e  U.K. In te rv ie w s  

were conducted  between th e  4 th  and 29th  of August 1978. The 

a v e ra g e  in t e r v ie w  in  the  U.K. l a s t e d  abou t one and a h a l f  h o u rs ,  

w ith  a range  from one hour to th r e e  and a h a l f  h o u r s .

The U.K. in t e rv ie w in g  p ro cess  was e x a c t ly  th e  same as  the  

Canadian one. Two re sp o n d e n ts  p r e f e r r e d  t h a t  th e  in t e r v ie w  no t 

be r e c o rd e d .  In  th e  case  of D 9, th e  re sp o n d e n t  had j u s t  

r e tu r n e d  from a v i s i t  to th e  m a n u fa c tu re r  and e x p la in e d  t h a t  the  

whole r e l a t i o n s h i p  was "sub j u d i c e . "  As a r e s u l t ,  no tape  

r e c o r d in g  of the  in t e r v ie w  was p e r m i t t e d .  In  th e  second c a se  (D 

7 ) ,  no r e a so n  was g iven  f o r  th e  r e f u s a l ,  bu t th e  re s p o n d e n t  was 

f i r m ly  a g a i n s t  th e  idea  of a r e c o rd in g  be ing  made. In  b o th  of 

t h e s e  i n t e r v i e w s ,  more d e t a i l e d  a n n o t a t io n s  of the  q u e s t i o n n a i r e  

were made. S e l f - c o m p le t io n  q u e s t i o n n a i r e s  were l e f t  w ith  

r e s p o n d e n ts  a t  th e  end o f  each in t e r v i e w ,  o r  com pleted 

o n - t h e - s p o t .  In  one case  (D 14) th e  s e l f - c o m p le t e d  q u e s t i o n n a i r e  

was no t r e tu r n e d  d e s p i t e  two fo l lo w -u p  a t te m p ts  by m a i l .
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In  a l l ,  21 d i s t r i b u t o r s  were in te rv ie w e d  in  th e  U.K. The 

e x t r a  two companies r e s u l t e d  from an a t te m p t  to  expand th e  sample 

s i z e .  These companies were lo c a te d  w ith  th e  a s s i s t a n c e  of the  

London o f f i c e  of the  B u s in ess  Development Branch of th e  O n ta r io  

M in i s t r y  of I n d u s t r y  and T ourism . Access was a l low ed  to  a ca rd  

f i l i n g  system , which enab led  th e  s e l e c t i o n  of a number of U.K. 

d i s t r i b u t o r s  t h a t  were t r a d in g  w ith  Canadian m a n u fa c tu re r s  which 

met th e  sample i n c l u s i o n  c r i t e r i a .  A l a r g e  number of companies 

had to  be drawn in  o rd e r  to  f in d  two a d d i t i o n a l  companies due to 

the  poor q u a l i t y  of th e  r e c o rd  sy s tem . Telephone c o n ta c t  was 

made w ith  th e  two com panies. Once a g a in ,  th e  s t u d y ’ s purpose  was 

e x p la in e d  and an in t e r v ie w  so u g h t .  A side from t h i s  d i f f e r e n c e  in  

i n i t i a l  ap p ro ac h ,  th e  in t e r v ie w s  were conducted  i n  e x a c t ly  th e  

same manner as th o se  fo r  o th e r  d i s t r i b u t o r s .

3 .4 .6  F u r th e r  Canadian  f ie ld w o rk

The in c re a s e d  s i z e  of the  d i s t r i b u t o r  sample r e q u i r e d  t h a t  

in t e r v ie w s  be h e ld  w ith  the  two a d d i t i o n a l  m a n u fa c tu re r s  in  

Canada. These in te rv ie w s  cou ld  no t be com pleted u n t i l  th e  18 th  

and 19th  of A p r i l ,  1979. The in t e r v ie w s  were hand led  in  

p r e c i s e l y  th e  same way th a t  th e  e a r l i e r  i n t e r v ie w s  had been .

In  th e  f i r s t  round of in t e r v ie w in g  in  th e  summer o f  1978, an 

a t te m p t  had been made to  minim ize th e  tim e la g  between the  

Canadian and U.K. f i e ld w o rk .  This  fo llow ed  from the  d e s i r e  to  

" c a p tu r e "  th e  r e l a t i o n s h i p s  a t  e s s e n t i a l l y  th e  same p o in t  i n  

t im e ,  th u s  m in im iz ing  time c o n ta m in a t io n  of the  d a t a .  The n in e
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month lag  between August 1978 and A p r i l  1979 f o r  th e  two 

a d d i t i o n a l  in t e r v ie w s  (M 20 and 2 1 ) ,  however, was re g a rd e d  as a 

p o t e n t i a l  problem . T his  was overcome as f o l lo w s .  As p a r t  of the  

i n i t i a l  c o n ta c t  the  re sp o n d en t  was asked  w hether  -  i n  t h e i r  

o p in io n  -  th e  r e l a t i o n s h i p  w ith  t h e i r  d i s t r i b u t o r  had changed 

s in c e  August 1978. In  each case  th e  answer was in  th e  n e g a t iv e .  

T h is  enab led  th e s e  l a t e r  in te rv ie w s  to  be conducted  w ith  the  

c o n v ic t io n  th a t  tim e e f f e c t s  were ag a in  m in im al.  W ith  42 

in t e r v i e w s  y i e ld in g  u s a b le  d a t a ,  th e  n ex t  s ta g e  in v o lv e d  d a ta  

a n a l y s i s .  This  i s  d e s c r ib e d  in  the  fo l lo w in g  c h a p t e r .

3 .5  SUMMARY

In  t h i s  c h a p t e r ,  a c o n c e p tu a l  model of m a n u fa c tu re r  -  

o v e rs e a s  d i s t r i b u t o r  r e l a t i o n s  was p re s e n te d  and fo u r  h y p o th eses  

s t a t e d  f o r  e m p i r ic a l  t e s t i n g .  In  a d d i t i o n ,  th e  m ethodology used 

in  th e  f ie ld w o rk  was d e s c r ib e d .  The a c t i v i t i e s  d e s c r ib e d  a r e  

shown s e q u e n t i a l l y  in  F ig u re  3 - 2 .
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C hap ter  4 

PRELIMINARY DATA ANALYSIS

4 .1  INTRODUCTION

This c h a p te r  s e rv e s  two main p u rp o s e s .  One purpose  i s  t h a t  

o f  d e s c r ib in g  how the  in fo rm a t io n  c o l l e c t e d  i n  th e  f ie ld w o rk  was 

p repared  fo r  a n a l y s i s .  The second purpose  of the  c h a p te r  i s  to  

d e s c r ib e  th e  f i rm s  making up th e  sam ple , and t h e i r  r e s p o n se s  in  

c e r t a i n  a r e a s .  The c h a p te r  i s  d iv id e d  i n t o  fou r  p a r t s .  In  th e  

f i r s t  of t h e s e ,  coding o f  th e  raw d a ta  i s  b r i e f l y  d i s c u s s e d .  

Second, v a r io u s  key c h a r a c t e r i s t i c s  of th e  sample companies a r e  

p r e s e n t e d .  T h i r d ,  th e  p ro c e d u re s  whereby the  s tu d y  d a ta  was 

reduced  to  more manageable p r o p o r t io n s  a re  d e s c r ib e d .  F i n a l l y ,  

th e  range  o f  dyad ic  re sp o n se  to  c e r t a i n  q u e s t io n s  i s  d e t a i l e d  and 

commented on.

4 .2  CODING OF DATA

Complete t r a n s c r i p t i o n s  were made of th e  42 ta p e  reco rd ed  

in t e r v ie w s  by th e  r e s e a r c h e r .  These t r a n s c r i p t i o n s  proved to be 

a much more com ple te  so u rce  o f  in fo rm a t io n  th a n  the  

q u e s t i o n n a i r e s ,  and formed the  b a s i s  fo r  the  coding  of 

r e s p o n s e s .  The e x c e p t io n s  to t h i s  w ere: (1 )  f o r  th e  two

d i s t r i b u t o r s  which had r e fu s e d  ta p e  r e c o r d i n g s ,  and (2 )  fo r  th e  

s e l f - c o m p le t e d  q u e s t i o n n a i r e  i t e m s .  Here the  q u e s t i o n n a i r e s  were 

the  d a ta  s o u rc e .

The u n i t  of a n a l y s i s  in  t h i s  s tu d y  i s  th e  m a n u fa c tu re r  -  

o v e rse a s  d i s t r i b u t o r  (M-D) r e l a t i o n s h i p ,  and in  o rd e r  to  r e f l e c t  

th e  views and e x p e r ie n c e  of b o th  com panies , th e  m a jo r i t y  of



105

m easures  used r e s u l t  from summing m a n u fa c tu re r  and d i s t r i b u t o r

r e s p o n s e s .  In  a few c a s e s ,  however, th e  m easures were s p e c i f i c

to  one member of th e  r e l a t i o n s h i p ,  and h e re  s i n g l e  r e s p o n s e s  a re

u s e d .  These m easures a re  as fo l lo w s :

S take SK3 % o f  M's t o t a l  s a l e s  th ro u g h  D
SK4 % of D 's  t o t a l  s a l e s  th ro u g h  M 
SK5 % o f  M 's e x p o r t s  th ro u g h  D
SK6 % of D 's  im p o r ts  th ro u g h  M

U n c e r ta in ty  U4 R&D e x p e n d i tu r e s
I n t e n s i t y - r e s o u r c e s  R I l  s u p p o r t  m a t e r i a l s

RI2 use  o f  M's logo  
RI3 s to c k  c a r r i e d  
RI4 t r a i n i n g

A d e t a i l e d  accoun t o f  th e s e  m easures ( a s  w e ll  as  th e  o t h e r s )  i s  

found in  Appendix A6. In  summary, the  d a ta  f i l e  com prised  21

s e t s  of in fo rm a t io n  -  one fo r  each M-D dyad .

4 .3  CHARACTERISTICS OF THE SAMPLE COMPANIES

C e r t a in  key c h a r a c t e r i s t i c s  of th e  42 sample companies a r e  

p r e s e n te d  in  T ab le  4 - 1 .  This  shows th e  c r o s s - s e c t i o n a l  n a tu r e  of 

th e  sam ple . Although th e  p ro d u c ts  were a l l  b e ing  t r a d e d  i n  

i n t e r m e d i a t e  m a rk e ts ,  a c o n s id e r a b le  range  i s  e v i d e n t .  At one 

ex trem e i s  found m a t e r i a l s  s u b je c te d  to f a i r l y  b a s ic  p r o c e s s in g ,  

e . g . ,  c ru sh ed  m in e ra ls  and tanned l e a t h e r ,  w hereas a t  th e  o th e r  

ex trem e l i e  r a t h e r  complex p ie c e s  of e l e c t r i c a l  and e l e c t r o n i c  

eq u ip m en t,  e . g . ,  com m unications equipment and s i g n a l l i n g  

d e v i c e s .  Between th e s e  ex trem es f a b r i c a t e d  p ro d u c ts  a re  e v i d e n t ,  

e . g . ,  v end ing  m achines and road m ach inery .
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Table 4-1

KEY CHARACTERISTICS OF THE SAMPLE COMPANIES

Dyad Product so ld  in  U.K. T o ta l 
s a le s  & 
($ m ill)

No. of 
employees

Owner
sh ip

Years t r a d 
ing w ith 
U.K./Canada

U.K.
s a le s
($ '0 0 0 )

1 Baggage handling M 19 308 U.S. 19 350
system components D 10 400 U.K. 15

2 P oluyre thane wear M 3 85 Can. 5 82
m a te r ia l D 4 135 U.K. 1

3 O il f i r e d  w ater M 4 71 Can. 20 30
h e a te rs D < 1 10 U.K. 20

4 P re c is io n  in stru m en ts M 2 88 Can. 10 165
D 1 15 U.K. 13

5 Chemicals M 10 66 Can. 12 235
D 3 5 U.K. 2

6 Automobile c o l l i s io n M 3 45 Can. 5 48
r e p a i r  equipment D 1 9 U.K. 5

7 Road machinery M 60 925 Can. 6 300
D 158 1409 U.K. 9

8 E le c tro n ic  communica M 3 105 Can. 3 675
tio n s  equipment D 3 35 U.K. 3

9 M inera ls M 60 900 Can. 20 525
D 132 182 U.K. 22

10 Room a i r M 52 930 Can. 5 1540
c o n d itio n e rs D 2 18 U.K. 4

11 Vending machines M 10 176 Can. 17 1075
D 2 8 U.K. 17

12 O il burner ig n i t io n M 10 266 Can. 25 245
tran sfo rm er D 12 62 U.K. 20

13 A ir c r a f t  components M 30 668 U.S. 17 6
D 8 85 U.K. n.a*

14 E le c t r i c a l  s ig n a l M 22 339 U.S. 15 50
ing  d ev ices D 1 24 U.K. 1

15 C abinet hardware M 15 334 U.S. 12 295
D 2 35 U.K. 15

16 T e le p r in te r s M 20 900 Can. 2 456
D 3 44 U.K. . 2

17 Furnaces M 2 30 U.S. 15 400
D 2 12 U.K. 12

18 C o n tro l va lves M 3 28 U.S. 13 1355
D 6 75 U.K. 16

19 S ole le a th e r M tl « d • 550 Can. 50 385
D 10 135 U.K. 4

20 P rin te d  c i r c u i t M 4 108 Can. 3 138
boards D < 1 10 U.K. 3

21 Eland saws M 13 220 Sweden 40 675

-
D 13 150 U.K. 30

Note
n .a .  not a v a i la b le  
BAt £1 -  $ 2 .2 0
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C o n t r a s t s  a re  p re se n te d  ag a in  when the  sample members' 

e x p o r t in g  and im p o r tin g  e x p e r ie n c e  i s  c o n s id e r e d :

E x p e r ien ce  Range Mean

M an u fac tu re rs  2 -  50 y e a r s  15 y e a r s
D i s t r i b u t o r s  1 -  30 y e a r s  11 y e a rs

A range  o f  e x p e r ie n c e  i s  s u g g e s te d ,  w ith  m a n u fa c tu re r s  somewhat 

more e x p e r ie n c e d ,  on a v e ra g e ,  than  o v e rs e a s  d i s t r i b u t o r s .

A wide v a r i a t i o n  in  th e  dyads ' l e v e l  o f  c u r r e n t  U.K. an n u a l  

s a l e s  e x i s t s  in  th e  sam ple. Here th e  range  in  th e  U.K. s a l e s  was 

from $6 ,000  to  $ 1 ,5 4 0 ,0 0 0 ,  w ith  a mean of  $430,000 ( a t

£ 1 » $ 2 .2 0 ) .  From t h i s  b r i e f  d i s c u s s io n  i t  i s  c l e a r  t h a t  th e

sample showed d i v e r s i t y  as  to p r o d u c t s ,  e x p e r i e n c e ,  and s a l e s  

l e v e l .  Given t h i s  v a r i a b i l i t y ,  i t  was a n t i c i p a t e d  t h a t

i n t e r e s t i n g  r e l a t i o n s h i p s  would r e s u l t  from su b se q u en t d a ta

a n a l y s i s .

A number of o th e r  c h a r a c t e r i s t i c s  d e s e rv e  some m en tio n .  

V a r io u s  s i z e s  of f irm  f in d  r e p r e s e n t a t i o n  in  th e  sam ple, as shown 

below :

Company s i z e

a)  T o ta l  s a l e s  (£1 = $2 .20 )

Range Mean

M an u fa c tu re rs  $2 -  60 m i l l i o n  $17.3  m i l l i o n
D i s t r i b u t o r s  $1 -  158 m i l l i o n  $17.8  m i l l i o n

( b u t  $4 .5  m i l l i o n  
when l a r g e s t  two 
companies exc lu d ed )

b) Number of employees

Range Mean

M a n u fa c tu re rs  28 -  930 employes 350 employees
D i s t r i b u t o r s  5 -  1409 em ployees 136 employees

( b u t  72 when two 
l a r g e s t  companies 
ex c lu d ed )
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The m a n u fa c tu re r s  in  th e  sample a r e  l a r g e r  o r g a n iz a t i o n s  

th an  the  d i s t r i b u t o r s .  When the  d i s t o r t i n g  e f f e c t  of two l a r g e  

and a t y p i c a l  d i s t r i b u t o r s  i s  removed, m a n u fa c tu r e r s '  s a l e s  a r e  

fo u r  t im e s ,  and work fo rc e s  f i v e  tim es  g r e a t e r  th a n  th o se  of 

d i s t r i b u t o r s .

Ownership in fo rm a t io n  was c o l l e c t e d  from th e  companies 

i n t e r v ie w e d .  Of th e  m a n u fa c tu r e r s ,  14 com panies (66%) were 

Canadian-ow ned, 6 companies (29%) were s u b s i d i a r i e s  of U.S. 

c o r p o r a t i o n s ,  and 1 company (5%) was Swedish-owned. A l l  

d i s t r i b u t o r s  were U.K.-owned com panies .

F i n a l l y ,  in fo rm a t io n  on the  custom er se rved  by the  o v e rse a s  

d i s t r i b u t o r  p ro v id es  some idea  of th e  U.K. m a rk e t in g  c h an n e ls  in  

q u e s t i o n .  In  15 c a s e s  (71%), th e  d i s t r i b u t o r  p r i m a r i l y  so ld  i n  a 

d i r e c t  f a s h io n ,  to  u s e r s  and i n s t a l l e r s  of th e  p ro d u c t ,  or to  

o r i g i n a l  equipm ent m a n u fa c tu re rs  t h a t  would in c o r p o r a t e  the  

p ro d u c t  in  some l a r g e r  u n i t .  In  the  rem a in in g  c a se s  fo r  which 

d a t a  was o b t a i n e d , s a l e s  were l e s s  d i r e c t , being  to  a w h o le s a le r  

(3 c a s e s )  o r  to  an ag en t  (1 c a s e ) .

4 .4  DATA REDUCTION

4 .4 .1  Methods

I t  has a l r e a d y  been noted t h a t  m u l t i p l e  m easures  were used 

f o r  a lm ost a l l  model v a r i a b l e s .  W hile th e  use of more th an  one 

m easure of each  v a r i a b l e  seemed d e s i r a b l e ,  i t  was a n t i c i p a t e d  

t h a t  c o n s id e r a b le  o v e r la p  would e x i s t  between th e  m easures
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c o n s id e re d .  For exam ple, s i x  m easures  of c o n f l i c t  were l i s t e d  

e a r l i e r ,  and f i rm  re sp o n ses  to  th e se  might w e l l  be expec ted  to  be 

s i m i l a r .  I f  t h i s  i s  so ,  then  c o n s id e r a b le  redundancy  would be 

b u i l t  i n t o  l a t e r  a n a l y s i s  i f  a l l  s i x  m easures were r e t a i n e d .  A 

more s e n s i b l e  approach  would be to  r e t a i n  o n ly  th o s e  m easures of 

c o n f l i c t  which a re  d i s t i n c t i v e .  Data r e d u c t io n  methods a l lo w  

t h i s  goa l  to  be r e a l i s e d .  They a l s o  en a b le  th e  r e s e a r c h e r  to  

work w ith  a s m a l l e r ,  more m anageable d a ta  s e t .

One w id e ly -u se d  method of  d a ta  r e d u c t io n  i s  f a c t o r  

a n a l y s i s . This t e c h n iq u e ,  " e n a b le s  th e  r e s e a r c h e r  to  s im p l i f y  

and summarize a l a r g e  d a ta  m a tr ix  i n t o  a much s m a l le r  one w ith o u t  

a p p r e c ia b le  lo s s  of in f o r m a t io n ” (S he th  and T i g e r t  1977, 

p. 1 3 5 ) .  A lthough no very  l a r g e  d a ta  m a t r ic e s  were ex p e r ie n c e d  

in  t h i s  s tu d y ,  a s i x  v a r i a b l e  m a tr ix  ( l i k e  t h a t  fo r  the  c o n f l i c t  

m easu res)  y i e l d s  15 s e p a r a t e  c o e f f i c i e n t s  f o r  e x a m in a t io n .

F a c to r  a n a l y s i s ,  th e n ,  a l low s th e  r e s e a r c h e r  to  red u ce  th e  

c o r r e l a t i o n  m a tr ix  to  a s m a l le r  s e t  of r e l a t i o n s h i p s .

In  o rd e r  to  f a c t o r  a n a ly ze  a s e t  of d a t a ,  a number of 

p ro c e d u ra l  q u e s t io n s  need to  be r e s o lv e d .  A d e t a i l e d  d i s c u s s io n  

of th e s e  q u e s t io n s  and t h e i r  r e s o l u t i o n  in  t h i s  s tu d y  i s  

p r e s e n te d  in  Appendix A9. P r i n c i p a l  components a n a l y s i s  was used 

s in c e  th e  o b j e c t i v e  was to summarize most of th e  in fo rm a t io n  in  a 

few f a c t o r s .  The f a c t o r s  were e x t r a c t e d  o r th o g o n a l ly :  t h i s  means 

t h a t  each f a c t o r  i s  independen t of o t h e r s  (o r  d i s t i n c t i v e ) .  The 

fo l lo w in g  model v a r i a b l e s  were f a c t o r  a n a ly z e d ;  s t a k e ,  

e x p e r i e n c e ,  u n c e r t a i n t y ,  c o n ta c t  i n t e n s i t y ,  and perfo rm ance .  The 

SPSS FACTOR r o u t i n e  was used (Nie e t  a l .  1975).



110

D ata r e d u c t io n  o f  the  rem ain ing  v a r i a b l e  m easures  was a ided  

by c o r r e l a t i o n  a n a l y s i s .  ( In  the  case  of f o r m a l i z a t io n  and 

s t a n d a r d i z a t i o n ,  how ever, no d a ta  r e d u c t io n  was r e q u i r e d ,  s in c e  

on ly  one m easure was employed fo r  each v a r i a b l e )  . C o r r e l a t i o n  

a n a l y s i s  i n v o l v e s ;  "m easuring  the  c lo s e n e s s  of th e  r e l a t i o n s h i p  

between two or more v a r i a b l e s ;  i t  c o n s id e r s  the  j o i n t  v a r i a t i o n  

o f  two m e a s u r e s . . . "  ( C h u r c h i l l  1979, p. 5 0 4 ) .  The a n a l y s i s  of 

th e  v a r i a b l e  m easures proceeded in  a b i v a r i a t e  f a s h io n ,  i . e . ,  th e  

a s s o c i a t i o n  between each p a i r  of m easures was examined fo r  th e  

v a r i a b l e  under c o n s i d e r a t i o n .

P ro d u c t  moment c o r r e l a t i o n  c o e f f i c i e n t s  were computed and 

th e  s t r e n g t h  of the  a s s o c i a t i o n  measured th rough  th e  SPSS PEARSON

CORR programme (Nie e t  a l .  1975).  A o n e - t a i l e d  t e s t  of

s i g n i f i c a n c e  was used in  each case  due to  e x p l i c i t  e x p e c ta t io n s  

ab o u t  th e  d i r e c t i o n  of a s s o c i a t i o n .  The o b je c t  of the  

c o r r e l a t i o n  and f a c t o r  a n a l y s i s  was to  produce a sm a l le r  b u t  

r e p r e s e n t a t i v e  s e t  of m easu re s .  In  t h i s  way th e  d i v e r s i t y  of 

re sp o n s e  would be r e t a i n e d ,  y e t  w i th in  a s m a l le r  d a ta  s e t .

As a r e s u l t  of th e  d a ta  r e d u c t io n  p r o c e s s ,  th e  fo l lo w in g  

m easures  were r e t a in e d  fo r  a n a l y s i s  and d i s c u s s i o n :

Firm and env ironm ent f a c t o r s :

S take  SKI time to r e p l a c e  D/M
SK3 % o f  M’ s t o t a l  s a l e s  th rough  D
SK4 % of D 's  t o t a l  s a l e s  th rough  M

E x p e r ie n c e
-  c o r p o r a t e  CEI no . of o v e r s e a s  c o n ta c t s

CE4 le n g th  of M-D a s s o c i a t i o n
-  p e r s o n a l  PE2 y e a r s  of p e r s o n a l  a s s o c i a t i o n

PE5 o v e rseas  t r a d i n g  e x p e r ie n c e
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U n c e r ta in ty

R e la t io n s h ip  c h a r a c t e r i s t i c s ;

F o rm a l iz a t io n
S ta n d a r d i z a t i o n

R e c ip r o c i ty
I n t e n s i t y

-  c o n ta c t

-  r e s o u rc e s

C o n f l i c t  

R e la t io n s h ip  outcomes:

E xport perform ance

U2 new p roduc t a c t i v i t y  
U3 U.K. c o m p e t i t io n  
U5 in d u s t r y  change

FI agreem ent ty p e  
SDl s t a b i l i t y  of r o l e s  and 

r o u t i n e s  
RP3 c u r r e n t  d e c is io n -m ak in g

C Il no . o f  l e t t e r s
CI3 no. of v i s i t s
CI6 o th e r  c o n ta c t  f req u en cy
R Il su p p o r t  m a t e r i a l s
RI3 s to c k  c a r r i e d
RI5 e f f o r t  expended

C2 c o n f l i c t  f req u en cy

F2 U.K. s a l e s  
P6 f u t u r e  p la n s

The lo g i c  fo r  r e t a i n i n g  th e se  v a r i a b l e  m easures i s  d e s c r ib e d  

below, ta k in g  each v a r i a b l e  i n  t u r n .  D e ta i l e d  s t a t i s t i c a l  t a b l e s  

t h a t  su p p o r t  th e  r e t e n t i o n  d e c i s io n s  made, a r e  found as A ppendices,  

and a re  r e f e r e d  to  as  n e c e s s a ry .

4 . 4 .2  S take

Three f a c t o r s  were found to u n d e r l i e  th e  d a ta  c o l l e c t e d  on 

m a n u fa c tu re r  and o v e r s e a s  d i s t r i b u t o r  s ta k e  in  t h e i r  r e l a t i o n s h i p s .  

These a r e  shown below, to g e th e r  w ith  th e  m easures lo a d in g  

s i g n i f i c a n t l y  on each  f a c t o r .  T h is  i s  a s im p le  r e p r e s e n t a t i o n  -  

the  d e t a i l e d  s t a t i s t i c s  a re  found in  Appendix AlO and A l l .
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Measures F a c to r  1 F a c t o r  2 F a c to r  3

SKI tim e to  r e p la c e  D/M .884
SK2 im portance  of D/M .586 .686
SK3 % o f  M's t o t a l  s a l e s  

th ro u g h  D
.928

SK4 % o f  D 's  t o t a l  s a l e s  
th ro u g h  M

.944

SK5 % o f  M's e x p o r ts  
th ro u g h  D

.823

SK6 % o f  D 's  im ports  
th rough  M

.921

SK7 im p o rtan ce  o f  b u s in e s s  
to  M/D

.741

I t  i s  c l e a r  t h a t  F a c to r  1 i s  concerned  w ith  th e  o v e rse a s  

d i s t r i b u t o r ' s  s t a k e  in  th e  r e l a t i o n s h i p ,  w hereas F a c to r  2 and 

F a c to r  3 r e l a t e  to  the  m a n u fa c tu r e r 's  s t a k e ,  and th e  g e n e r a l  

l e v e l  o f  s ta k e  i n  th e  r e l a t i o n s h i p  r e s p e c t i v e l y .  In  view of 

th e se  r e s u l t s ,  th r e e  measures of s ta k e  were r e t a i n e d  fo r  

su b se q u en t a n a l y s i s .  These were SK4, SK3, and SKI, s in c e  th e se  

were th e  b e s t  r e p r e s e n t a t i v e  (o r  " s u r r o g a t e " )  m e asu re s ,  lo a d in g  

most h ig h ly  on F a c to r s  1 , 2 ,  and 3 ,  r e s p e c t i v e l y .

4 .4 .3  E x p e r ien ce  

Two f a c t o r s  were found to summarize the  d a ta  on c o r p o r a t e  

e x p e r i e n c e .  A gain , the  f a c t o r s  and s i g n i f i c a n t  measure lo a d in g s  

a re  shown below . (See Appendix A12 and A13 fo r  d e t a i l e d  

f i n d i n g s ) .
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Measures F a c to r  1 F a c t o r  2

CEI n o .  of o v e rs e a s  c o n ta c t s  .868
CE2 y ea rs  of i n t e r n a t i o n a l  t r a d i n g  .773 .608
CE3 y e a r s  of U .K ./Canada t r a d i n g  .947
CE4 y e a rs  M-D r e l a t i o n s h i p  e s t a b l i s h e d  .960
CE5 r e l a t i o n s h i p  c o n ta c t  l e v e l  .749

The two f a c t o r s  r e f l e c t  the  d i s t i n c t i o n  t h a t  was made in  

C hap te r  2 betw een i n t e r n a l  and e x t e r n a l  e x p e r i e n c e .  F a c to r  1 

seems to  r e l a t e  to  th e  e x p e r ie n c e  of th e  m a n u fa c tu re r  and 

o v e rse a s  d i s t r i b u t o r  w i th in  t h e i r  r e l a t i o n s h i p ,  fo r  CE4 lo a d s  

most h ig h ly  h e r e .  (The f a c t  t h a t  CE3 lo a d s  h ig h ly  to o ,  i s  

e x p la in e d  by many r e l a t i o n s h i p s  being  the  f i r s t  e x p e r ie n c e  of 

C anadian/U .K . t r a d in g  fo r  bo th  f i r m s ,  i . e . ,  th e  re s p o n s e s  to CE3 

and CE4 were o f t e n  th e  sam e). F a c to r  2 i s  i n t e r p r e t e d  as  more 

concerned  w ith  e x t e r n a l  e x p e r i e n c e ,  f o r  i t  r e f l e c t s  th e  s c a le  of 

i n t e r n a t i o n a l  t r a d in g  of th e  two dyad members -  CEI and CE5 a r e  

most r e l e v a n t  in  t h i s  c o n n e c t io n .  Fo llow ing  th e  e a r l i e r  

p r a c t i c e ,  CE4 and CEI a re  chosen as " s u r r o g a t e s ” fo r  F a c to r s  1 

and 2 r e s p e c t i v e l y .

M easures F a c to r  1 F a c to r  2

PEI c o n t a c t  age .840
PE 2 y e a r s  of p e r s o n a l  c o n ta c t .926
PE3 work e x p e r ie n c e  o v e rs e a s .594
PE 4 days o v e rse a s .739
PE5 o v e rse a s  t r a d i n g  e x p e r ie n c e .664 .694
PE6 s c h o o l in g - .5 3 8
PE7 company e x p e r ie n c e .726
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Two f a c t o r s  a re  a p p a re n t  f o r  p e r s o n a l  e x p r i e n c e .  The 

f a c t o r s  e x t r a c te d  and shown above, ag a in  r e f l e c t  b o th  i n t e r n a l  

and e x t e r n a l  d im ensions  of e x p e r i e n c e .  (Appendix A14 and A15 

p r e s e n t  th e  d e t a i l e d  s t a t i s t i c s ) .

F a c to r  1 m o s t ly  r e f l e c t s  th e  p e r s o n a l  e x p e r ie n c e  o f  the  

c o n ta c t s  w i th in  the  M-D r e l a t i o n s h i p  (PE2). C o n ta c t  age i s  a l s o  

h ig h ly  c o r r e l a t e d  w ith  t h i s  f a c t o r .  In  c o n t r a s t ,  the  m easures 

t h a t  load  on F a c to r  2, su g g es t  t h a t  t h i s  f a c t o r  i s  b e s t  r e g a rd e d  

as  one co n ce rn in g  e x p e r ie n c e  which i s  u n r e la te d  to  th e  M-D 

r e l a t i o n s h i p  s t u d i e d .  In t h i s  c a s e ,  th e  " s u r r o g a te "  m easures 

chosen  were PE2 and PE5. The form er was th e  h ig h e s t  lo a d in g  

m easure on F a c to r  1, whereas th e  l a t t e r  was judged to  be th e  b e s t  

m easure o f  e x t e r n a l ,  p e r s o n a l  e x p e r ie n c e .

4 . 4 .4  U n c e r ta in ty  

Three u n d e r ly in g  f a c t o r s  were found fo r  th e  u n c e r t a i n t y  

d a t a .  The r e s u l t s  of f a c t o r  a n a l y s i s  a r e  shown below , and found 

in  more d e t a i l  i n  Appendix A16 and A17.

Measures F a c to r  1 F a c to r  2 F a c to r  3

U1 p r o f i t  o b j e c t i v e s  reached - .7 9 7
U2 new p ro d u c t  a c t i v i t y .921
U3 U.K. c o m p e t i t io n .786
U4 R&D e x p e n d i tu r e .500 - .6 6 2
U5 i n d u s t r y  change .926

F a c to r  1 i s  i n t e r p r e t e d  to r e p r e s e n t  th e  o v e r a l l u n c e r t a i n t y

t h a t  c o n f ro n te d  th e  dyads s tu d i e d ,  f o r  i n d u s t r y  change lo a d s  most
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h ig h l y ,  and p r o f i t  o b j e c t i v e s  a r e  no t r e a c h e d .  F a c to r  2 r e f l e c t s  

th e  u n c e r t a i n t y  r e g a rd in g  custom er needs ,  f o r  new p ro d u c t  

a c t i v i t y  and R&D e x p e n d i tu r e s  lo ad  on t h i s  f a c t o r .  F i n a l l y ,  

F a c to r  3 ap p ea rs  to  r e f l e c t  c o m p e t i t iv e  u n c e r t a i n t y .  The 

c o n v e n t io n  of  s e l e c t i n g  th e  h ig h e s t  lo a d in g  measure on each 

f a c t o r  was u se d ,  le a d in g  to  th e  r e t e n t i o n  o f  U5, U2 and U3.

4 .4 .5  F o r m a l iz a t io n ,  S t a n d a r d i z a t io n  and R e c ip r o c i ty  

No d a ta  r e d u c t io n  o r  s e l e c t i o n  was in v o lv e d  fo r  th e  

v a r i a b l e s  " f o r m a l i z a t i o n "  o r  " s t a n d a r d i z a t i o n , "  as  was no ted  

e a r l i e r .  Two r e c i p r o c i t y  m easures were c o n s id e re d  a t  t h i s  s t a g e ,  

and th e  s t ro n g  i n t e r c o r r e l a t i o n  of th e s e  ( r * .4 4 3 ,  p< .0 5 ,  see  

Appendix A18) s u g g e s te d  t h a t  one measure of r e c i p r o c i t y  would 

s u f f i c e .  D ec is ion -m ak ing  in  the  dyad (RPI) was chosen as th e  

b e s t  r e p r e s e n t a t i v e  m easure .

4 .4 .6  I n t e n s i t y  

The c o n ta c t  i n t e n s i t y  d a ta  were summarized by t h r e e  f a c t o r s ,  as  

shown below and d e t a i l e d  in  Appendix A19 and A20.

M easures F a c to r  1 F a c to r  2 F a c to r  3

C I l  n o .  of l e t t e r s .927
CI2 n o .  of phone c a l l s .710
CI3 no . of v i s i t s .896
CI4 no . o f  t e l e x  messages .876
CI5 no. of company l in k a g e s .886
CI6 o th e r  c o n ta c t  f req u en cy .903
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The f a c t o r s  summarize the  d a t a  q u i t e  c l e a r l y .  F a c to r  1 r e l a t e s  

to  the  l in k a g e s  between the  members of th e  M-D dyad . F a c t o r  2 

co n ce rn s  w r i t t e n  c o n t a c t s ,  w h ile  F ac to r  3 r e f l e c t s  c o n t a c t s  o f  a 

p e r s o n a l  and v e r b a l  k in d .  The th r e e  h ig h e s t  load ii%  m e asu re s ,  

i . e . ,  CI6, C I l ,  and CI3 were chosen  to  r e p r e s e n t  F a c to r s  1 ,  2 ,  

and 3 r e s p e c t i v e l y .

F a c to r  a n a l y s i s  of the  r e s o u rc e  i n t e n s i t y  d a t a  produced no 

i n t e r p r e t a b l e  s o l u t i o n .  This i s  h a rd ly  s u r p r i s i n g  i n  view of the  

u n c o r r e l a t e d  n a tu re  o f  the  f i v e  m easures in  q u e s t i o n  ( s e e  

Appendix A21 and A22). Three measures were chosen f o r  

r e t e n t i o n .  One of th e s e  r e f l e c t s  r e s o u r c e s  p ro v id ed  by the  

m a n u fa c tu re r ,  i . e . ,  su p p o r t  m a t e r i a l s  ( R I l ) ,  w h ile  a n o th e r  i s  

conce rned  w ith  r e s o u r c e s  p rov ided  by th e  d i s t r i b u t o r ,  i . e . ,  s to c k  

c a r r i e d  (R I3 ) .  F i n a l l y ,  the  t h i r d  measure i s  s u g g e s t iv e  of th e  

o v e r a l l  l e v e l  o f  r e s o u rc e  e x p e n d i tu re  by th e  dyad members, i . e . ,  

e f f o r t  expended (R I5 ) .

4 .4 .7  C o n f l i c t

The c o n f l i c t  d a ta  proved to  be very  h ig h ly  i n t e r c o r r e l a t e d . 

As A ppendix A23 shows, a l l  f i f t e e n  c o e f f i c i e n t s  fo r  the  s i x  

c o n f l i c t  m easures  were s i g n i f i c a n t l y  c o r r e l a t e d ,  w i th  13 

s i g n i f i c a n t  beyond the  p < .0 1  l e v e l .  This  s u g g es ted  t h a t  

c o n f l i c t  cou ld  be r e p re s e n te d  by one m easu re .  C o n f l i c t  f req u en cy  

(C2) was chosen , as  t h i s  was one of the  two most h ig h ly  

c o r r e l a t e d  m e asu re s ,  and s i n c e ,  f u r th e rm o re ,  i t  c a p tu re d  th e  

e s se n c e  of the  v a r i a b l e  in  q u e s t i o n .
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4 . 4 .8  E xport Perfo rm ance  

Two f a c t o r s  were found to  u n d e r l i e  th e  e x p o r t  perform ance 

d a t a ,  as  shown below, (and  d e t a i l e d  in  Appendix A24 and A25).

Measures F a c to r  1 F a c to r  2

PI t re n d  in  s a l e s .624 .635
P2 U.K. s a l e s .972
P3 s a l e s  s a t i s f a c t i o n .840
P4 c o o p e ra t io n .871
P5 o v e r a l l  s a t i s f a c t i o n .864
P6 f u t u r e  p la n s .897

F a c to r  1 m o s t ly  r e f l e c t s  th e  c u r r e n t  s a t i s f a c t i o n  of the  dyad 

members w ith  th e  r e l a t i o n s h i p ,  w h ile  F a c to r  2 c o n ce rn s  U.K. s a le s  

p e rfo rm a n ce .  The m easures r e t a i n e d  f o r  f a t h e r  a n a l y s i s  were P6 

and P2, th e  m easures lo a d in g  most h ig h ly  on F a c to r  1 and 2 

r e s p e c t i v e l y .

4 .5  DYADIC RESPONSES ON THE RETAINED VARIABLE MEASURES

The methods which led  to  the  r e t e n t i o n  o f  22 v a r i a b l e  

m easures  were d e s c r ib e d  in  th e  p re c e d in g  s e c t i o n .  These m easures 

a r e  the  ones used to  t e s t  th e  s tu d y  h y p o th e ses  in  C h a p te r  5. 

B efo re  t h i s ,  however, d y ad ic  re sp o n s e s  on th e s e  m easures  a re  

p r e s e n te d .  This  e n a b le s  the  r e a d e r  to deve lop  a c l e a r  im p re s s io n  

o f  th e  range  o f  re sp o n se  on th e  m easures i n  q u e s t i o n .

4 .5 .1  S take

The tim e to  r e p la c e  (SKI) measure produced a wide range  o f  

r e s p o n s e ,  as seen  below:
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Response Number of dyads

would no t r e p la c e  3
l e s s  th a n  6 months 3
6-11 months 4
12-23 months 3
24 o r  more months 6

C l e a r l y ,  th e  g e n e ra l  l e v e l  of s ta k e  of the  21 dyads s tu d ie d  

v a r ie d  c o n s id e r a b ly .  In  6 of th e  dyads , how ever, members f e l t  

t h a t  i t  would ta k e  two y e a rs  or more to  r e p la c e  t h e i r  e x i s t i n g  

b u s in e s s  p a r t n e r .

When th e  s ta k e  of i n d i v id u a l  dyad members i s  c o n s id e r e d ,  

c o n t r a s t i n g  r e s u l t s  emerge. G e n e ra l ly ,  U.K. d i s t r i b u t o r s  had 

more a t  s ta k e  i n  th e  r e l a t i o n s h i p s  s tu d ie d  th an  d id  Canadian 

m a n u fa c tu re r s .  The % o f  M's t o t a l  s a l e s  th ro u g h  D (SK3) and % of 

D' s t o t a l  s a l e s  th ro u g h  M (SK4) re sp o n s e s  b ea r  t h i s  p o in t  o u t .

Number of Number of
Response m a n u fa c tu re r s  d i s t r i b u t o r s

2% of t o t a l  s a l e s  or l e s s 12 4
3-5% 4 3
6-10% 1 3
11-20% 2 4
21% of t o t a l  s a l e s  or more 1 5

mean re sp o n se 6.1% 21.1%

The r e l a t i v e l y  g r e a t e r  s ta k e  (and dependence) of th e  U.K. 

d i s t r i b u t o r  on th e  r e l a t i o n s h i p  s tu d ie d  i s  a p o in t  b ro u g h t up 

a g a in  in  th e  n e x t  c h a p t e r .

4 . 5 .2  E x p e r ien ce  

Taking th e  two c o rp o ra te  e x p e r ie n c e  m easures f i r s t ,  a wide 

ran g e  of re s p o n s e  was e v i d e n t .  The number o f  o v e r s e a s  c o n t a c t s
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(C E I ) , shows the  sum once a g a in  o f  bo th  m a n u fa c tu re r  and 

d i s t r i b u t o r  c o n t a c t s .

Response Number o f  dyads

M and D have 20 or l e s s  c o n t a c t s  5
21-40 c o n t a c t s  6
41-60 c o n t a c t s  6
61 or more c o n t a c t s  2

The l e n g th  o f  a s s o c i a t i o n  of m a n u fa c tu re r  and d i s t r i b u t o r  

a l s o  ranged  w id e ly ,  as  th e  y e a r s  M-D r e l a t i o n s h i p  e s t a b l i s h e d  

(CE4) r e s p o n se s  i n d i c a t e .

Response Number of dyads

1 y e a r  or l e s s 1
2 o r  3 y e a rs 5
4 o r  5 y e a r s 3
6-10 y e a rs 3
11-20 y e a r s 3
21 y e a rs  or more 5

Two p e r s o n a l  ex p e r ie n c e  m easures show c o n s id e r a b le  

v a r i a t i o n .  Responses to  the  y e a rs  o f  p e r s o n a l  c o n t a c t  (PE2) 

m easure , i n d i c a t e  t h a t  some c o n ta c t  p e rso n n e l  had been d e a l in g  

w ith  each o th e r  over a f a i r l y  long p e r io d ,  whereas o th e r s  were 

much newer r e l a t i o n s h i p s .

Response Number of dyads

1 or l e s s  year  of c o n ta c t  4
2 o r  3 y e a r s  5
4 o r  5 y e a r s  3
6-10  y e a r s  3
11 or more y e a r s  4
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The o v e r s e a s  t r a d i n g  e x p e r ie n c e  (PES) m easure i s  l e s s  easy  

to p r e s e n t  s im p ly .  However, an example i s  i l l u s t r a t i v e .  Suppose 

t h a t  th e  key c o n ta c t  in  th e  m a n u fa c tu r e r ’ s o r g a n i z a t i o n  had 5 

y e a rs  e x p e r ie n c e  d e a l in g  w ith  d i s t r i b u t o r s  in  each o f  5 

c o u n t r i e s .  Suppose a l s o  t h a t  the  d i s t r i b u t o r ’ s key c o n ta c t  had 

d e a l t  w ith  s u p p l i e r s  i n  5 c o u n t r i e s  f o r  5 y e a r s .  The s c o re  fo r  

t h i s  dyad would be 50» i . e . ,  dyad ic  e x p e r ie n c e  = { [ 5  c o u n t r i e s  X 

5 y e a rs  fo r  m a n u fa c tu re r ]  + [5 c o u n t r i e s  X 5 y e a rs  fo r  

d i s t r i b u t o r ]  }. Viewed in  t h i s  c o n t e x t ,  th e  range  o f  s c o re s  (o r  

r e s p o n s e s )  f o r  o v e rseas  t r a d in g  e x p e r ie n c e  was from 25 to  737, 

w i th  a mean of about 140.

4 . 5 .3  U n c e r ta in ty  

Both m a n u fa c tu re r  and d i s t r i b u t o r  new p ro d u c t  a c t i v i t y  (U2) 

was a s s e s s e d .  For m a n u fa c tu re r s ,  t h i s  a c t i v i t y  in v o lv e d  th e  

developm ent of t h e i r  own new p ro d u c ts ,  w hereas ,  d i s t r i b u t o r s  were 

adding  p ro d u c ts  to  t h e i r  l i n e  which were s u p p l ie d  by e x i s t i n g  

a n d /o r  new m a n u fa c tu re r  c o n t a c t s .  In most d y a d s ,  m a n u fa c tu re r  

and d i s t r i b u t o r  were r e l a t i v e l y  a c t i v e  i n  t h e i r  a t te m p ts  to  match 

p ro d u c t  p o r t f o l i o s  to  the  u n c e r t a i n t y  of m arket n e e d s .

Response Number o f  dyads

2 or l e s s  p ro d u c ts  added in  l a s t  2 y e a rs 5
3-9  p ro d u c ts  added 11
10 or more p ro d u c ts  added in  l a s t  2 y e a rs 3
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Most of th e  dyads s tu d ie d  faced  r e l a t i v e l y  l i t t l e  

c o m p e t i t io n  in  th e  U.K. m a rk e t ,  im ply ing  th a t  c o m p e t i t iv e  

u n c e r t a i n t y  was no t g r e a t .  The U.K. c o m p e t i t io n  (U3) r e s p o n se s  

were as fo l lo w s :

Response Number of dyads

3 or l e s s  c o m p e t i to r s  5
4 o r  5 c o m p e t i to r s  4
6-10 c o m p e t i to r s  2
11 or  more c o m p e t i to r s  3

F i n a l l y ,  r e sp o n s e s  on th e  i n d u s t r y  change (U5) measure 

p rov ide  a g e n e r a l  id e a  of the  u n c e r t a in t y  fa c in g  t h e  21 dyads in  

q u e s t i o n .  A lthough  a good d e a l  o f  change was r e p o r te d  in  c e r t a i n  

a re a s  by th e  f i rm s  in te rv ie w e d ,  when t h e i r  r e sp o n s e s  a re  averaged  

over th e  seven  a r e a s  c o n s id e r e d ,  most i n d u s t r y  env ironm en ts  a re  

n o t found to  be changing too d r a m a t i c a l l y .

Response Number of dyads

I n d u s t r y  i s  very  s t a b l e  1
Somewhat s t a b l e  13
N e i th e r  s t a b l e  nor u n s ta b l e  7

4 . 5 .4  F o r m a l i z a t io n ,  S ta n d a r d i z a t io n  and R e c i p r o c i t y  

The dyads v a r ie d  in  th e  e x te n t  to  which th e  r e l a t i o n s h i p  was 

f o r m a l iz e d .  The agreem ent f o r m a l i ty  (F I )  measure shows th e  

r e l a t i v e l y  even d i s t r i b u t i o n  of rep o n ses  over th e  t h r e e  

f o r m a l i z a t i o n  l e v e l s .
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Response Number of dyads

V erba l  agreem ent 6
Appointment l e t t e r  8
L ega l c o n t r a c t  7

A s i m i l a r  sp read  of re sp o n se  i s  e v id e n t  on th e  s t a b i l i t y  o f  

r o l e s  and r o u t i n e s  (SDl) measure of s t a n d a r d i z a t i o n .

Response Number of dyads

Roles and r o u t i n e s  a re  f ix e d  7
Some change 8
Roles and r o u t i n e s  a re  changing  6

A p p a re n t ly ,  th e  21 dyads vary  in  the  e x t e n t  to  which 

b u s in e s s  r e s p o n s i b i l i t i e s  and p ro c e s s e s  a r e  changed by th e  

p a r tn e r s  to  th e  r e l a t i o n s h i p .

T urn ing  to  r e c i p r o c i t y ,  th e  r e s u l t s  on th e  d e c is io n -m a k in g  

i n  th e  dyad (RPI) measure ag a in  show c o n s id e r a b le  v a r i a b i l i t y .

The s c o re s  r e p o r te d  below a r e  a l i t t l e  l e s s  in f o r m a t iv e  than  

o th e r s  p r e s e n te d  p r e v io u s ly .  This  i s  due to th e  d i f f e r i n g  n a tu r e  

o f  th e  m easures  employed. Most of th e  o th e r  r e s u l t s  p re s e n te d  

a r e  couched in  term s of  an  a b s o l u t e , e . g . ,  the  l e n g th  of tim e th e  

two companies have d e a l t  w ith  each o t h e r .  In  c o n t r a s t ,  th e  

r e c i p r o c i t y  s c o re s  i n d i c a t e  how j o i n t  d e c is io n -m a k in g  was i n  one 

dyad r e l a t i v e  to  o t h e r s . B earing  t h i s  p o in t  i n  m ind , th e  range  

in  s c o re s  was from 1 (more dominated d e c i s io n -m a k in g )  to  112 

(more j o i n t  d e c i s io n -m a k in g ) ,  w ith  a  mean of 8 2 .  The s c o re s  

r e s u l t e d  from d a ta  m a n ip u la t io n  which i s  e x p la in e d  i n  Appendix 

A6, bu t d i f f i c u l t  to  summarize s im ply  h e r e .
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4 .5 .5  C on tac t I n t e n s i t y  

A range  of c o n ta c t  p a t t e r n s  were found to  c h a r a c t e r i z e  the  

21 dyads s t u d i e d .  Regard ing  w r i t t e n  com m unica tions , a wide 

v a r i a t i o n  i s  seen  in  th e  number o f  l e t t e r s  ( C I l )  exchanged by 

m a n u fa c tu re r  and d i s t r i b u t o r .

Response Number of dyads

l e s s  th an  20 l e t t e r s  exchanged a n n u a l ly ,  6
i . e . ,  l e s s  than  f o r t n i g h t l y  

20-59 l e t t e r s  5
60 or more l e t t e r s  exchanged a n n u a l ly ,  5

i . e . ,  more th an  weekly

V i s i t  f r e q u e n c ie s  a l s o  v a r ie d  c o n s id e r a b ly .  Here the  

i n t e n s i t y  i s  measured on a tw o -y e a r ly  b a s i s ,  s in c e  some f irm s  d id  

n o t  v i s i t  t h e i r  p a r tn e r  each y e a r .  The number o f  v i s i t s  (CI3) 

re sp o n se s  a re  shown below.

Response Number of dyads

le s s  th a n  4 v i s i t s  in  two y e a r s ,  4
i . e . ,  l e s s  f r e q u e n t  than  annual v i s i t s

4-7  v i s i t s  8
8 o r  more v i s i t s  i n  two y e a r s ,  8

i . e . ,  2 v i s i t s  a n n u a l ly  or more

The t h i r d  measure of c o n ta c t  i n t e n s i t y  i s  o th e r  c o n t a c t  

f req u en cy  (C I6 ) .  This  shows th e  e x t e n t  to  which the  two f i rm s  

a re  in t e r c o n n e c t e d ,  f o r  th e  measure r e f l e c t s  each c o n ta c t  

p e r s o n ’ s d e a l in g s  w ith  managers in  the  o th e r  f irm  ( a s id e  from h i s  

o p p o s i te  number), and the  frequency  of i n t e r a c t i o n .  An example 

makes th e  s c o re s  r e p o r te d  below more c l e a r . Suppose t h a t  the
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r e s p o n d e n t  in  M and D d e a l t  w ith  two managers i n  th e  o th e r  f irm  

( a s id e  from each o t h e r ) .  F u r th e rm o re ,  one of th e s e  managers i s  

c o n ta c te d  o f t e n  ( s c o re d  3 ) ,  whereas the  o th e r  i s  c o n ta c te d  r a t h e r  

i n f r e q u e n t l y  ( s c o re d  1 ) .  The sco re  fo r  t h i s  dyad would be 8 ,  

i . e . ,  o th e r  c o n ta c t  f req u en cy  = { [(1  manager X f re q u e n c y  of 3) + 

(1 manager X f requency  o f  1) fo r  m a n u fa c tu re r ]  + [ (1  manager X 

f re q u e n c y  of 3) + (1 manager X f re q u e n c y  of 1) f o r  d i s t r i b u t o r ] } . 

In  t h i s  l i g h t  the  v a r i a t i o n  of s c o re s  was from 0 to  16, w ith  a 

mean o f  about 8 .

4 . 5 .6  Resource I n t e n s i t y  

M an u fac tu re r  r e s o u rc e  i n t e n s i t y ,  measured in  te rm s of 

su p p o r t  m a t e r i a l s  ( R I l )  s u p p l ie d  to the  o v e r s e a s  d i s t r i b u t o r ,  

proved no t to be v e ry  g r e a t .  The m a jo r i ty  of m a n u fa c tu re r s  

s u p p l ie d  t h e i r  p a r tn e r s  w ith  1 o r  2 ty p e s  of su p p o r t  m a t e r i a l s ,  

e . g . ,  b ro c h u re s ,  a r t  work, p roduc t m anuals .

Response Number of m a n u fa c tu re r s

No su p p o r t  m a t e r i a l s  s u p p l ie d 2
1 ty p e  of s u p p o r t  m a te r i a l 7
2 ty p e s 9
3 ty p e s 2

The range  in  r e p o r te d  s to c k  l e v e l s  (RI3) was w ide ,  

s u g g e s t in g  t h a t  d i s t r i b u t o r  r e s o u rc e  i n t e n s i t y  v a r i e d  

s u b s t a n t i a l l y .  The re sp o n s e s  were as  f o l lo w s .
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Response Number of d is t r ib u to r s

$20,000 o r  l e s s  of M*s s to c k  he ld  8
$21,000  -  $200,000  6
$201,000 o r  more of M’ s s to c k  h e ld  6

F i n a l l y ,  th e  g e n e ra l  l e v e l  o f  r e s o u rc e  i n t e n s i t y  i n  th e  dyad 

was measured by the  e f f o r t  expended (RI5) by th e  two members of 

th e  dyad. Again a range  of re sp o n se  i s  e v id e n c e d .

Response Number of dyads

much l e s s  e f f o r t  than  o th e r  r e l a t i o n s h i p s  2
somewhat l e s s  e f f o r t  3
n e i t h e r  l e s s  nor more e f f o r t  4
somewhat more e f f o r t  th an  o th e r  r e l a t i o n s h i p s  4

4 .5 .7  C o n f l i c t  

G e n e ra l ly ,  th e  l e v e l  of c o n f l i c t  r e p o r t e d  by th e  21 dyads 

was no t h ig h .  N o n e th e le s s ,  a wide range  of re sp o n s e  i s  shown on 

th e  c o n f l i c t  f re q u e n c y  (02) measure below.

Response Number of dyads

C o n f ic t  n e v e r /v e ry  se ldon  ex p e r ie n c e d  7
Seldom 8
N e i th e r  seldom nor o f t e n  2
O ften  2

In  r e l a t i v e  te rm s ,  th e s e  re sp o n s e s  imply t h a t  some dyads 

e x p e r ie n c e  c o n s id e r a b ly  more t e n s io n  and d isag ree m en t  th a n  

o t h e r s .
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4 . 5 .8  Export P erform ance  

On t h i s  f i n a l  v a r i a b l e ,  re sp o n se s  v a r ie d  on th e  two measures 

r e t a i n e d .  R egarding U.K. s a l e s  (P 2 ) ,  a  wide range  of perform ance  

i s  seen below.

Response Number o f  dyads

$50,000 s a l e s  o r  l e s s  4
$51,000 -  $200,000 s a l e s  3
$201,000 -  $500,000 s a l e s  8
$501,000 or  more s a l e s  6

The second measure of perfo rm ance  i s  f u t u r e  p la n s  (P6) 

This r e f l e c t s  the  dyad members' s a t i s f a c t i o n  w ith  c u r r e n t  

p e r fo rm a n ce .  The re sp o n s e s  e x h i b i t  c o n t r a s t i n g  l e v e l s  of 

s a t i s f a c t i o n ,  w ith  the  m a jo r i t y  of dyads p la n n in g  e i t h e r  to  

c o n t in u e  in  th e  same f a s h io n ,  or to become c l o s e r  to  t h e i r  

e x i s t i n g  b u s in e s s  p a r t n e r .

Response Number of dyads

Replace p r e s e n t  p a r tn e r 2
C ontinue  w ith  p r e s e n t  arrangem ent 11
Get c l o s e r  to p r e s e n t  p a r tn e r 8

4 .6  SUMMARY

P re l im in a ry  d a ta  a n a l y s i s  has been d e s c r ib e d  in  t h i s  chap

t e r .  T h is  e n a b le s  the  r e a d e r  to  develop  a c l e a r  im p re s s io n  of 

the  coding  and d a ta  r e d u c t io n  p ro ced u res  em ployed. In  a d d i t i o n ,  

th e  c r o s s - s e c t i o n a l  n a tu r e  of th e  sample has  been p o in te d  t o ,  and 

th e  v a r i a t i o n  in  re sp o n se  on the  r e t a i n e d  v a r i a b l e  m easures p re

s e n te d .  The s tu d y  f in d in g s  a re  r e v e a le d  in  th e  nex t  c h a p t e r .
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C hap ter  5 

STUDY FINDINGS

5.1  INTRODUCTION

The u n i v a r i a t e  a n a l y s i s  i n  th e  p re v io u s  c h a p te r  showed the  

range of re sp o n se  on each v a r i a b l e  measure of i n t e r e s t .  In  t h i s  

c h a p t e r ,  th e  a n a l y s i s  i s  b i v a r i a t e , fo r  th e  a s s o c i a t i o n  of th e  

v a r i a b l e  m easures i s  r e p o r t e d .  Thus, th e  d i s c u s s io n  moves on to  

th e  t h e s i s  p ro p e r .

The s tu d y  f in d in g s  a re  p re s e n te d  i n  fo u r  s e c t i o n s .  F i r s t ,  

th e  a s s o c i a t i o n  between c e r t a i n  e x p o r t  m a n u fa c tu re r  -  o v e r s e a s  

d i s t r i b u t o r  (M-D) r e l a t o n s h i p  c h a r a c t e r i s t i c s  and e x p o r t  

pe rfo rm ance  i s  a s s e s s e d .  T h is  amounts to  a t e s t  of h y p o th e s i s  

one and the  f i r s t  p a r t  of th e  t h e s i s .  S e c t io n s  two to fo u r ,  a r e  

concerned  w ith  th e  rem ain ing  h y p o th e ses  and th e  second p a r t  of 

the  t h e s i s .  H ere, th e  a s s o c i a t i o n  between th r e e  f irm  and 

env ironm ent f a c t o r s  ( i . e . ,  th e  s ta k e  and e x p e r ie n c e  of the  

p a r t i e s ,  and th e  u n c e r t a in t y  su r ro u n d in g  th e  exchange p r o c e s s ) ,  

and M-D r e l a t i o n s h i p  c h a r a c t e r i s t i c s  a re  exam ined.

The h y p o th eses  a re  t e s t e d  th rough  c o r r e l a t i o n  a n a l y s i s .  

P ro d u c t  moment c o r r e l a t i o n  c o e f f i c i e n t s  were computed u s in g  th e  

SPSS PEARSON CORR r o u t i n e  (Nie e t  a l .  1975).  For th e  most p a r t ,  

o n e - t a i l e d  t e s t s  of s i g n i f i c a n c e  were em ployed, s in c e  s p e c i f i c  

d i r e c t i o n a l  h y p o th eses  had been made. In o th e r  c a s e s ,  however, 

u n c e r t a i n t y  r e g a rd in g  the  d i r e c t i o n  of a s s o c i a t i o n  led  to 

tw o - t a i l e d  t e s t i n g .
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B efore  the  r e s u l t s  a re  p r e s e n te d ,  one f u r t h e r  m a t t e r  shou ld  

be e x p la in e d .  Because of the  v a r i a b l e  measure s e l e c t i o n  method 

u s e d ,  c o n s i s t e n t  p a t t e r n s  o f  v a r i a b l e  a s s o c i a t i o n  shou ld  not be 

expec ted  a c ro s s  the v a r io u s  m easu re s .  This  fo l lo w s  from th e  

r e t e n t i o n  of m easures o f  each v a r i a b l e  t h a t  were d i s t i n c t i v e ,  

t h a t  i s ,  r e l a t i v e l y  u n c o r r e l a t e d .  With t h i s  p o in t  i n  mind, th e  

s tu d y  f in d in g s  a r e  now p re s e n te d  and d i s c u s s e d .

5 .2  RELATIONSHIP CHARACTERISTICS AND EXPORT PERFORMANCE

5 .2 .1  F in d in g s  

Study f in d in g s  on th e  a s s o c i a t i o n  of r e l a t i o n s h i p  

c h a r a c t e r i s t i c s  and e x p o r t  perform ance a r e  p r e s e n te d  in  Table

5 -1 .  In g e n e r a l ,  a good m easure of su p p o r t  was found fo r  th e  

s tu d y  h y p o th e s i s .  S ince  th e  two m easures of perfo rm ance  y ie ld e d  

s i m i l a r  r e s u l t s ,  they  a re  d is c u s s e d  j o i n t l y  below.

Both of th e  s t a n d a r d i z a t i o n  c o e f f i c i e n t s  a r e  s t a t i s t i c a l l y  

s i g n i f i c a n t ,  making th e se  th e  s t r o n g e s t  f i n d i n g s .  The d i r e c t i o n  

o f  a s s o c i a t i o n  w ith  perfo rm ance was n e g a t iv e ,  which was the  

o p p o s i te  of t h a t  h y p o th e s iz e d .  A p p a re n t ly ,  ex p o r t  perfo rm ance  

l e v e l s  a re  h ig h e r  where dyad ic  r o l e s  and r o u t i n e s  have been 

adap ted  over t im e .  This i s  i n t e r e s t i n g ,  fo r  th e  h y p o th e s i s  was 

based  on the  n o t io n  th a t  perfo rm ance would be b e t t e r  where r o l e s  

and r o u t i n e s  were f i rm ly  u n d ers tood  and r e l a t i v e l y  unchang ing .

The nex t s t r o n g e s t  r e s u l t s  a r e  th o se  f o r  c o n f l i c t  and 

r e c i p r o c i t y .  Here th e r e  were no s u r p r i s e s ,  fo r  as  h y p o th e s iz e d .
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Table 5-1
CORRELATION OF RELATIONSHIP CHARACTERISTICS AND EXPORT

PERFORMANCE

Variables Export performance
P2

U.K. sales
P6

future plans
(higher U.K. 
sales are 
scored 
positively

(plans for a 
closer relation
ship are scored 
positively)

Relationship characteristics:
Correlation coefficients

Formalization (®)
FI agreement formality

(formal agreements are scored 
positively)

.120 .099

Standardization 
SDl stability of roles and 

routines 
(stable roles and routines are 
scored positively)

-.313* -.434**

Reciprocity
RP3 decision-making in the dyad 

(joint decision-making is 
scored positively)

.183 .309*

Intensity - contact 
CIl no. of letters 
CI3 no. of visits 
CI6 other contact frequency 

(more frequent contacts are 
scored positively)

.472**

.226

.236

.138
-.215

.163

- resources 
RIl support materials 
RI3 stock carried 
RI5 effort expended

(more resource exchange is 
scored positively)

-.151
.629***
.183

.181

.143

.384*

Conflict
C2 conflict frequency

(more frequent conflict is 
scored positively)

-.188 -.652***

Note
(®) Coefficients subjected to two-tailed testing, all others

one-tailed testing.
*** p<.01
** p<.05
* p<.10
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perfo rm ance  was g r e a t e r  when c o n f l i c t  was l e s s  f r e q u e n t  and when 

d e c is io n -m a k in g  was r e l a t i v e l y  j o i n t .

The rem ain ing  r e s u l t s  a re  r a t h e r  w eaker.  I n t e n s i t y  proved 

to be p o s i t i v e l y  a s s o c i a t e d  w ith  ex p o r t  p e rfo rm an ce ,  as  was 

h y p o th e s iz e d .  Thus, under c o n ta c t  i n t e n s i t y , th e  f re q u e n c y  of 

l e t t e r  exchange, p e r s o n a l  v i s i t s ,  and c o n t a c t s  w ith  o t h e r s ,  

tended  to  be g r e a t e r  when perfo rm ance was h i g h e r .  These r e s u l t s  

a f f i r m  th e  im portance  of " c lo s e n e s s "  in  r e d u c in g  the  d i s t a n c e  

between m a n u fa c tu re r  and o v e rs e a s  d i s t r i b u t o r  i n  le a d in g  to 

enhanced perform ance l e v e l s .

S i m i l a r l y ,  h ig h  e x p o r t  perform ance i s  a s s o c i a t e d  w ith  

g r e a t e r  r e s o u rc e  i n t e n s i t y . In p a r t i c u l a r ,  l e v e l s  o f  

s to c k h o ld in g ,  and e f f o r t  were h ig h e r  i n  th e  more s u c c e s s f u l  

dyads .  In  t h i s  way, " s u p p o r t iv e n e s s "  i s  seen  to  be a f a c t o r  

e n a b l in g  h igh  p e rfo rm an ce .  I t  shou ld  be n o te d ,  however, t h a t  

on ly  t h r e e  of the  tw e lv e  i n t e n s i t y  c o e f f i c i e n t s  proved to  be 

s t a t i s t i c a l l y  s i g n i f i c a n t .

F i n a l l y ,  on th e  q u e s t io n  o f  f o r m a l i z a t i o n  -  where no 

d i r e c t i o n a l  a s s o c i a t i o n  was h y p o th e s iz e d  -  th e  ev id en ce  p o in t s  

( a l b e i t  w eak ly ) ,  to more form al r e l a t i o n s  in  h ig h  perfo rm ance 

d y ad s .

5 . 2 .2  D is c u s s io n  

The s tu d y  f in d in g s  su g g es t  q u i t e  s t r o n g l y  t h a t  ex p o r t  

perform ance  i s  a s s o c i a t e d  w ith  c e r t a i n  M-D r e l a t i o n s h i p  

c h a r a c t e r i s t i c s .  M-D dyads w ith  b e t t e r  perfo rm ance  r e c o rd s
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appea r  to  be th o se  where th e  two p a r t i e s  a re  p rep a red  to  ad ap t  

t h e i r  r o l e s  and r o u t i n e s  ( o r  a r e  n o n -s t a n d a r d i z e d ) , tend  to s h a re  

d ec is io n -m a k in g  more (were r e c i p r o c a l ) ,  and e x h i b i t  lower l e v e l s  

of in te r -co m p a n y  t e n s i o n  and d isag ree m en t  ( " c o n f l i c t " ) .  The 

r e c i p r o c i t y  and c o n f l i c t  r e s u l t s  a r e  c o n s i s t e n t  w ith  those  found 

in  v a r io u s  dom estic  m ark e tin g  channe l f i e l d  s t u d i e s  ( s e e ,  f o r  

exam ple. Hunt and Nevin 1974; P earson  and Monoky 1 976) .  There i s  

some i n d i c a t i o n  t h a t  c o n ta c t  and r e s o u rc e  i n t e n s i t y  i s  g r e a t e r  i n  

h ig h  perfo rm ance  M-D dyads a s  w e l l .

The q u e s t io n  of c a u s a l i t y  can be r a i s e d  h e r e  -  does th e  

i n t e n s i t y  of c o n t a c t  and r e s o u rc e  exchange le a d  to  h ig h  

perfo rm ance ,  or does h igh  perform ance  n e c e s s i t a t e  in c r e a s e d  

i n t e n s i t y ?  Some w i l l  su p p o r t  th e  l a t t e r  view, a r g u i n g , fo r  

example, t h a t  h ig h e r  s a l e s  b r in g  the  need fo r  more f r e q u e n t  

l e t t e r  w r i t i n g . T h is  may be t r u e , bu t l e t t e r  exchange i s  not 

l i k e l y  to  be s o l e l y  a fu n c t io n  of perform ance l e v e l .  L e t t e r s  a re  

w r i t t e n  fo r  a number of r e a s o n s .  Some a r e  r e l a t e d  d i r e c t l y  to

s a l e s  t r a n s a c t i o n s ,  bu t o th e r s  a re  w r i t t e n  to encourage  f u r t h e r

e f f o r t ,  or to in fo rm  a n o th e r  f irm  of p la n s  and dev e lo p m en ts .  In

t h i s  way, the  f requency  of l e t t e r  exchange i s  seen  to  le a d  to  and

r e s u l t  from h ig h e r  s a l e s .  T h is  same argument can be made f o r  th e  

o th e r  m easures of i n t e n s i t y ,  e . g . ,  p e r s o n a l  v i s i t s .  The argument 

canno t be v a l i d a t e d ,  however, fo r  c o r r e l a t i o n  a n a l y s i s  m ere ly  

t e s t s  fo r  a s s o c i a t i o n .  A ll  t h a t  can be s t a t e d  h e re  i s  t h a t  

i n t e n s i t y  and perfo rm ance  appear to  be p o s i t i v e l y  a s s o c i a t e d .

The f i n a l  r e l a t i o n s h i p  c h a r a c t e r i s t i c  s t u d i e d  -  

" f o r m a l i z a t io n "  -  p r e s e n te d  no c l e a r  p i c t u r e .  In  t h i s
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c o n n e c t io n ,  i t  i s  i n t e r e s t i n g  to  n o te  t h a t  w h ile  most e x p o r t in g  

w r i t e r s  p la c e  g r e a t  emphasis on e s t a b l i s h i n g  form al d i s t r i b u t o r  

agreem en ts  (MacDonald 1959; Deschampsneufs 1967; B ic k e rs  19 7 1 ) ,  

and 15 of th e  dyads s tu d ie d  had w r i t t e n  agreem ents  of some k in d ,  

th e  m a jo r i t y  of e x e c u t iv e s  in te rv ie w e d  saw l i t t l e  r e a l  v a lu e  i n  

such a docum ent. Perhaps th e  f in d in g  fo r  f o r m a l i z a t io n  i s  

c o n s i s t e n t  w ith  th o se  of th e  fo u r  o th e r  r e l a t i o n s h i p  

c h a r a c t e r i s t i c s ,  f o r  ta k en  to g e th e r ,  the  r e s u l t s  s u g g e s t  t h a t  th e  

i n t e r a c t i o n  p ro c e s s  between m a n u fa c tu re r  and o v e r s e a s  d i s t r i b u t o r  

i s  more c l o s e l y  l in k e d  to  su ccess  th an  the  i n i t i a l  s t r u c t u r i n g  of 

th e  r e l a t i o n s h i p .

Given t h a t  c e r t a i n  r e l a t i o n a l  c h a r a c t e r i s t i c s  a r e  seen  to  be 

a s s o c i a t e d  w ith  h ig h  p e rfo rm ance ,  i t  i s  im p o r ta n t  to  rev iew  th e  

f a c t o r s  t h a t  h e lp  to shape i n t e r f i r m  r e l a t i o n s .  These a r e  

d i s c u s s e d  in  th e  fo l lo w in g  t h r e e  s e c t i o n s .

5 .3  STAKE AND RELATIONSHIP CHARACTERISTICS

5 .3 .1  F in d in g s

The d e t a i l e d  f in d in g s  on th e  a s s o c i a t i o n  of s ta k e  and M-D 

r e l a t i o n s h i p  c h a r a c t e r i s t i c s  a re  p r e s e n te d  in  T ab le  5 - 2 .  The 

r e a d e r  w i l l  r e c a l l  t h a t  two types  of s ta k e  measure were u sed .

One of th e s e  r e f l e c t s  th e  e x t e n t  of j o i n t - s t a k e  in  th e  

r e l a t i o n s h i p  (SK I), whereas the  o th e r  i n d i c a t e s  th e  s t a k e  e i t h e r  

o f  the  m a n u fa c tu re r  (SK3) or th e  d i s t r i b u t o r  (SKA). I n s p e c t i o n  

of Table 5-2  shows th a t  r e l a t i v e l y  few s t a t i s t i c a l l y  s i g n i f i c a n t
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Table 5-2
CORRELATION OF STAKE AND RELATIONSHIP 

CHARACTERISTICS (®)

V aria b le s  S take
SKI SK3 SK4

-  Z  of M's to t a l  Z  of D 's t o t a l
time to  re p la c e  D/M s a le s  through D s a le s  th rough  M
(lo n g er replacem ent (h ig h e r  X i s  scored

tim e i s  scored p o s i t iv e ly )
p o s i t iv e ly )

R e la tio n sh ip  c h a r a c t e r i s t i c s :

C o r re la t io n  c o e f f ic ie n ts
F o rm a liza tio n
F l agreement fo rm a lity  .365* - .1 1 4  .207

(form al agreem ents are  scored 
p o s i t iv e ly )

S ta n d a rd iz a tio n
SDl s t a b i l i t y  of ro le s  and .100 - .1 6 1  - .0 0 0

ro u tin e s  
( s ta b le  ro le s  and ro u tin e s  are 
scored p o s i t iv e ly )

R e c ip ro c ity
RP3 decision-m aking in  the dyad .072 - .1 1 4  -.442**

( jo in t  decision-m aking is  
scored p o s i t iv e ly )

I n te n s i ty  -  co n ta c t
C Il no. of l e t t e r s  .233 .526** .374*
CI3 no. o f v i s i t s  .508*** .108 .182
CI6 o th e r  co n tac t frequency .604*** - .1 4 1  .306

(more freq u en t c o n ta c ts  are 
scored p o s i t iv e ly )

-  reso u rces
R Il support m a te r ia ls  .425** - .0 5 5  .048
RI3 sto ck  c a r r ie d  .390* .133 .341*
RI5 e f f o r t  expended .468* .177 .052

(more reso u rce  exchange i s  
scored p o s it iv e ly )

C o n flic t
C2 c o n f l i c t  frequency .076 - .2 4 6  .239

(more fre q u en t c o n f l i c t  i s  
scored p o s i t iv e ly )

Note
(* ) A ll c o e f f ic ie n ts  su b je c ted  to  o n e - ta ile d  te s t in g  
*** pc.O l 

** p<.05
* p<.10
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f i n d i n g s  emerged from the  a n a l y s i s .  D e s p i te  t h i s ,  some 

i n t e r e s t i n g  phenomena a re  sugges ted  by th e  d a t a .

I t  was h y p o th e s iz e d  in  C hapter 3 t h a t  h ig h  s ta k e  

r e l a t i o n s h i p s  would e x h i b i t  " p r o t e c t i o n i s t "  c h a r a c t e r i s t i c s .  In  

o th e r  w ords, dyad members w i l l  a t te m p t to  p r o t e c t  r e l a t i o n s h i p s  

in  which they  have made a  h igh  in v e s tm e n t .  To some e x t e n t ,  

s u p p o r t  i s  found fo r  t h i s  v iew. The i n t e n s i t y  f i n d i n g s  p ro v id e  

the  most c o n s i s t e n t  p a t t e r n  of s u p p o r t ,  fo r  by and l a r g e ,  th e  

f re q u e n c y  of  c o n ta c t  and s c a l e  o f  r e s o u rc e  exchange in c re a s e d  

w ith  th e  l e v e l  of s ta k e  in  th e  r e l a t i o n s h i p s  s t u d i e d .  A lthough 

th e  f in d in g s  a re  s t r o n g e s t  f o r  j o i n t - s t a k e ,  t h e r e  i s  some 

s u g g e s t io n  t h a t  they  app ly  in  the  o n e -p a r ty  s ta k e  s i t u a t i o n  as  

w e l l .

The rem ain ing  r e s u l t s  p rov ide  l i t t l e  s u p p o r t  f o r  th e  n o t io n  

o f  " p r o t e c t i o n "  developed  e a r l i e r .  One e x c e p t io n  i s  

f o r m a l i z a t i o n . There i s  some ev idence s u g g e s t in g  t h a t  p a r t i e s  to  

h ig h  s ta k e  r e l a t i o n s h i p s  a re  more prone to  use a l e g a l - t y p e  

agreem ent than  o t h e r s .  This f in d in g  was as  h y p o th e s iz e d ,  b u t  

c a u t io n  i s  urged h e r e ,  fo r  th e  c o e f f i c i e n t s  a r e  weak and v a ry  

r e g a rd in g  d i r e c t i o n  of a s s o c i a t i o n .  The s t a n d a r d i z a t i o n  and 

c o n f l i c t  r e s u l t s  were d i s a p p o i n t in g ,  f o r  none of th e  c o e f f i c i e n t s  

a re  s t a t i s t i c a l l y  s i g n i f i c a n t ,  and once a g a in ,  th e  d i r e c t i o n a l  

s ig n s  a re  m ixed . In  view of t h i s , th e  view advanced th a t  h ig h  

s ta k e  r e l a t i o n s h i p s  a re  c h a r a c te r i z e d  by more s t a n d a r d i z a t i o n  of 

r o l e s  and r o u t i n e s ,  and l e s s  t e n s io n  and d is a g re e m e n t ,  canno t be 

su p p o r te d .
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The f i n a l  r e l a t i o n s h i p  c h a r a c t e r i s t i c  to  be c o n s id e re d  i s  

r e c i p r o c i t y . The " p r o t e c t i o n i s t "  argument was h e ld  to  embrace 

t h i s  c h a r a c t e r i s t i c  as w e l l  as  th o se  a l r e a d y  d i s c u s s e d .  However, 

i n  t h i s  c a s e ,  i t  was a n t i c i p a t e d  t h a t  d i f f e r e n t  r e s u l t s  would be 

found . S p e c i f i c a l l y ,  when th e r e  e x i s t e d  a h ig h  l e v e l  of 

j o i n t - s t a k e  in  the  r e l a t i o n s h i p ,  i t  was expec ted  t h a t  

d e c is io n -m a k in g  would be r e l a t i v e l y  more j o i n t .  H ere ,  th e  

com panies ' dependence on the  r e l a t i o n s h i p  would be r e a s o n a b ly  

b a la n c e d ,  and sha red  d ec is io n -m ak in g  was e n v is a g e d .  The r e l e v a n t  

c o e f f i c i e n t  (SKI) i s  indeed  p o s i t i v e ,  b u t  n o n - s i g n i f i c a n t .  Thus, 

t h i s  p a r t i c u l a r  h y p o th e s i s  i s  no t su p p o r ted  in  t h i s  s tu d y .

When o n e - p a r ty  s ta k e  i s  h ig h ,  i t  was h y p o th e s iz e d  t h a t  l e s s  

r e c i p r o c i t y  would e x i s t ,  f o r  th e  h igh  s ta k e  and dependence of one 

p a r ty  would make p o s s i b l e  d ec is io n -d o m in a n ce  by th e  o t h e r .  Some 

su p p o r t  i s  e v id e n t  f o r  t h i s  view. T ab le  5-2  shows t h a t  the  

c o e f f i c i e n t s  fo r  th e  two m easures of o n e -p a r ty  s t a k e  (SK3, SK4) 

a r e  n e g a t iv e ,  th e  l a t t e r  being s t a t i s t i c a l l y  s i g n i f i c a n t .  These 

r e s u l t s  p o in t  to dom inated d e c is io n -m a k in g .  F u r th e r  a n a l y s i s  

shows which p a r tn e r  te n d s  to dom ina te .  The d a ta  in  Table  5-3 

i n d i c a t e  t h a t  when th e  d i s t r i b u t o r  i s  i n  th e  h igh  s ta k e  p o s i t i o n  

(SK4), th e  m a n u f a c tu r e r ' s  w i l l  te n d s  to  p r e v a i l  more. I n  the  

r e v e r s e  c a s e ,  the  d i s t r i b u t o r  i s  seen  to dom ina te ,  bu t no t n e a r ly  

so s t r o n g ly  (SK3). These r e s u l t s  a re  p ro b a b ly  e x p la in e d  by th e  

f a c t  t h a t  o v e r a l l ,  m a n u fa c tu re rs  were l e s s  dependent i n  th e s e  21 

dyads than  were d i s t r i b u t o r s .  As in d i c a t e d  in  C hap ter  4 ,  the  

mean l e v e l  of s ta k e  fo r  m a n u fa c tu re rs  was 6 p e rc e n t  of t o t a l
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Table 5-3 
CORRELATION OF STAKE AND 

DOMINANCE IN DECISION-MAKING

Measures Stake 
SK3 SK4 

% of M's total % of D's total 
sales through D sales through M 

(higher %s are 
scored positively)

Dominance Correlation coefficients

DM1 (*) current decision-making 
dominated by M or D 
(the more M dominates 
the more positive the 
coefficient)

-.092 .417**

Note
** p<.05, one-tailed test

(®) DM1 is computed from the raw data from Questions M4.1-10, and 
D4.1-10. The scores on each 10 decision areas are summed and 
averaged for each dyad.
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s a l e s ,  w hereas t h a t  f o r  d i s t r i b u t o r s  was 21 p e r c e n t .  Thus, i t  

would seem t h a t  h ig h - s t a k e  d i s t r i b u t o r s  were more s u s c e p t i b l e  to  

i n f l u e n c e  th a n  t h e i r  m a n u fa c tu re r  c o u n t e r p a r t s .

5 .3 .2  D isc u s s io n

The n o t io n  t h a t  " p r o t e c t iv e "  c h a r a c t e r i s t i c s  a r e  found i n  

h ig h  s ta k e  M-D r e l a t i o n s h i p s  r e c e iv e s  o n ly  p a r t i a l  s u p p o r t  in  

t h i s  s tu d y .  High s t a k e  dyads tend  to be more i n t e n s e  and form al 

th a n  where s ta k e  i s  lo w er .  B u t,  perhaps the  most i n t e r e s t i n g  

f in d in g  in  t h i s  s e c t i o n  i s  t h a t  r e g a rd in g  r e c i p r o c i t y .  When 

m a n u fa c tu re r s  have th e  p o t e n t i a l  to  dom inate  the  r e l a t i o n s h i p  

(b ecau se  th e  d i s t r i b u t o r  i s  h ig h ly  dependen t on th e  b u s in e s s  

be ing  t r a n s a c t e d ) ,  th e y  seem to e x e r c i s e  t h i s  p o t e n t i a l .  

Undoubtedly the  m a n u fa c tu re r  sees  g a in s  from such i n f l u e n c e ,  b u t  

th e y  could  be s h o r t - t e r m  g a in s  a t  b e s t ,  fo r  h ig h  perfo rm ance  

dyads were seen  e a r l i e r  to e x h i b i t  j o i n t  ( r a t h e r  th a n  dom inated) 

d e c i s io n -m a k in g .  The same p o in t  can be made r e g a rd in g  

d i s t r i b u t o r  dom in a tio n  as  w e l l ,  a l th o u g h  i t  was seen  t h a t  t h i s  i s  

l e s s  p ronounced .

This d i s c u s s io n  of r e c i p r o c i t y  le a d s  to c o n s i d e r a t i o n  of th e  

c o n f l i c t  r e s u l t s .  A lthough  c o n f l i c t  proved no t to  be 

s i g n i f i c a n t l y  a s s o c i a t e d  w ith  s ta k e ,  some i n t r i g u i n g  

p o s s i b i l i t i e s  a re  a p p a r e n t .  Table  5-2  shows t h a t  when th e  

d i s t r i b u t o r  i s  d e p en d e n t ,  c o n f l i c t  tends  to  be h ig h .  S p e c u la t io n  

cou ld  l i n k  c o n f l i c t  and r e c i p r o c i t y  to  e x p la in  th e se  f i n d i n g s .
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Thus, th e  more f r e q u e n t  c o n f l i c t  when d i s t r i b u t o r s  a re  i n  a h igh  

s ta k e  p o s i t i o n  may be l in k e d  to d e c i s io n  dominance by th e  

m a n u fa c tu r e r .  T h is  i s  l e s s  th e  case  when th e  m a n u fa c tu re r  i s  

d ependen t,  p o s s ib ly  because  d i s t r i b u t o r s  a r e  l e s s  p o te n t  

d o m in a to rs .  Whatever the  c a s e ,  h igh  perfo rm ance  dyads tend  to  be 

th o se  w ith  l e s s ,  r a t h e r  than  more f r e q u e n t  c o n f l i c t .  Again, t h i s  

s u g g e s ts  th e  p i t f a l l s  of r e l a t i o n s h i p s  c h a r a c t e r i z e d  by dominated 

d e c is io n -m a k in g ,  and t e n s io n  and d is a g re e m e n t .

5 .4  EXPERIENCE AND RELATIONSHIP CHARACTERISTICS

5 .4 .1  F in d in g s

The com plete  s e t  of r e s u l t s  of th e  a n a l y s i s  i s  seen  i n  Table

5 -4 .  The a s s o c i a t i o n  between c o rp o ra te  and p e r s o n a l  

i n t e r n a t i o n a l  t r a d in g  e x p e r ie n c e ,  and M-D r e l a t i o n s h i p  

c h a r a c t e r i s t i c s  were h y p o th e s ized  to be th e  same. The r e s u l t s  

show some s i m i l a r  p a t t e r n s  of a s s o c i a t i o n ,  b u t  th e  c o n t r a s t s  a re  

more numerous. The r e s u l t s  a re  d e sc r ib e d  below, b eg in n in g  w ith  

th e  s i m i l a r i t i e s .

The most n o ta b le  f in d in g  i s  t h a t  c o n f l i c t  i s  l e s s  f r e q u e n t  

i n  more ex p e r ie n c e d  dyads . This  ho lds  t r u e  fo r  a l l  fo u r  m easures 

of e x p e r ie n c e  -  which r e f l e c t  the  c o r p o r a t e / p e r s o n a l ,  and 

e x t e r n a l /  i n t e r n a l  to  r e l a t i o n s h i p , d i m e n s i o n s . These r e s u l t s  

lend  su p p o r t  to  th e  h y p o th e s is  in  q u e s t io n .  The r e s u l t s  a re  a l s o  

somewhat p a t t e r n e d  r e g a rd in g  f o r m a l iz a t io n  and s t a n d a r d i z a t i o n .

As f a r  as the  former i s  conce rned , e x p e r ie n c e  ten d s  to  be
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a s s o c i a t e d  w ith  l e s s  fo rm al r e l a t i o n s .  Again t h i s  s u p p o r t s  th e  

s t a t e d  h y p o th e s i s .  The s t a n d a r d i z a t i o n  r e s u l t s ,  however, a r e  th e  

o p p o s i te  o f  th o se  a n t i c i p a t e d .  E x p er ien ce  was ex p ec ted  to  go 

h a n d - in -h a n d  w ith  r a t h e r  f ix e d  id e as  about company r o l e s  and 

b u s in e s s  r o u t i n e s ,  bu t th e  r e s u l t s  p o in t  to  more f l u i d i t y .  

F i n a l l y ,  t h e  r e c i p r o c i t y  r e s u l t s  a re  l a r g e l y  as  h y p o th e s iz e d ;  i t  

seems t h a t  g r e a t e r  e x p e r ie n c e  b r in g s  w ith  i t  more j o i n t  

d e c is io n -m a k in g .

Whereas the  i n t e n s i t y  v a r i a b l e  showed c o n s i s t e n t  r e s u l t s  

when s ta k e  was c o n s id e r e d ,  t h i s  was no t th e  case  w ith  

e x p e r i e n c e .  S ince  q u i t e  d i f f e r e n t  r e s u l t s  a r e  e v i d e n t ,  th e  

t r e a tm e n t  p roceeds from h e re  on an i n d i v i d u a l  measure b a s i s .  I f  

t h e r e  i s  any p a t t e r n  to  th e  i n t e n s i t y  r e s u l t s  i t  i s  t h a t  as  the  

i n t e r n a l  e x p e r ie n c e  i n c r e a s e s ,  i n t e n s i t y  d e c r e a s e s .  Thus, th e  

f re q u e n c y  of c o n ta c t  and l e v e l  of r e s o u rc e  exchange i s  low er when 

th e  two companies (CE4), or two c o n ta c t  p e r s o n n e l  (PE2) have more 

e x p e r ie n c e  of d e a l in g  w ith  each o t h e r . T h is  may be due to  

f a m i l i a r i t y  on the  p a r t  of the  f irm s or c o n t a c t s  a n d /o r  r e l a t i v e  

s t a b i l i t y  in  th e  l e v e l  o f  i n t e r f i r m  t r a n s a c t i o n s  in  what a re  more 

m ature  r e l a t i o n s h i p s .

The i n t e n s i t y  r e s u l t s  fo r  the  c o r p o r a t e - e x t e r n a l  measure of 

e x p e r ie n c e  (C EI), a r e  d i s t i n c t l y  d i f f e r e n t  frcm th o se  j u s t  

p r e s e n t e d .  As th e  s c a l e  o f  i n t e r n a t i o n a l  t r a d in g  i n c r e a s e s ,  so 

too does the  i n t e n s i t y  of c o n ta c t  and r e s o u rc e  exchange. These 

f i n d i n g s  can be e x p la in e d  in  term s of o r g a n i z a t i o n a l  

c a p a b i l i t i e s .  The argument h e re  would be t h a t  as  companies
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become more i n t e r n a t i o n a l  in  t h e i r  o r i e n t a t i o n ,  i . e . ,  th e  number 

of o v e rse a s  c o n ta c t s  i n c r e a s e s ,  t h e i r  i n t e r n a t i o n a l  a c t i v i t i e s  

become b e t t e r  funded . In  t h i s  s i t u a t i o n ,  funds a r e  a v a i l a b l e  fo r  

c o n ta c t  and r e s o u rc e  exchange which may no t be th e  case  so much 

in  companies newer to  e x p o r t i n g .  Thus, r e l a t i o n s  may be more 

in t e n s e  because  of th e  a v a i l a b i l i t y  of fu n d s ,  r a t h e r  th a n  a 

p a r t i c u l a r  need e x i s t i n g  fo r  th e  v i s i t s  a n d /o r  m a t e r i a l s .  In  

some ways, t h i s  can be seen as the  i n s t i t u t i o n a l i z a t i o n  of a 

r e l a t i o n s h i p .  The f o r m a l i z a t io n  and s t a n d a r d i z a t i o n  c o e f f i c i e n t s  

a l s o  p o in t  towards t h i s  s t a t e  of a f f a i r s ,  fo r  as  th e  s c a le  of 

i n t e r n a t i o n a l  t r a d in g  i n c r e a s e s , so too does th e  l e v e l  of 

f o r m a l i t y ,  s t a n d a r d i z a t i o n ,  and i n t e n s i t y  i n  r e l a t i o n s  between 

m a n u fa c tu re r  and o v e rs e a s  d i s t r i b u t o r .  However, t h i s  argument 

must be seen  as s p e c u la t i v e  g iven  th e  s i z e  of th e  c o e f f i c i e n t s  

c o n c e rn e d .

The second m easure of e x t e r n a l  e x p e r ie n c e ,  i . e . ,  th e  

o v e r s e a s  t r a d in g  e x p e r ie n c e  of the key c o n t a c t s ,  shows mixed and 

co n fu s in g  r e s u l t s  on i n t e n s i t y .  In view of t h i s ,  th e  measure i s  

d is c u s s e d  no f u r t h e r .

5 .4 .2  D is c u s s io n

C o n t r a s t in g  r e s u l t s  a re  p re se n te d  r e g a rd in g  th e  

i n t e r n a t i o n a l  t r a d i n g  e x p e r ie n c e  of m a n u fa c tu re r  and 

d i s t r i b u t o r .  Perhaps most s i g n i f i c a n t  a r e  the  r e s u l t s  when 

e x p e r ie n c e  w i th in  th e  r e l a t i o n s h i p  i s  c o n s id e re d  ( i . e . ,  CE4,

PE2). R e s u l t s  h e re  p o in t  to a c e r t a i n  " lo o se n in g "  o f ,  o r
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"w lthd raw l"  from the  r e l a t i o n s h i p ,  f o r  no t o n ly  a r e  r e l a t i o n s  

l e s s  i n t e n s e ,  b u t  l e s s  fo rm a l iz e d  and s t a n d a rd iz e d  to o .  The 

low er l e v e l  of c o n ta c t  f req u en cy  and r e s o u rc e  exchange may w ell  

be a concern  h e re ,  fo r  h igh  perform ance was found to  be 

a s s o c i a t e d  w ith  more, r a t h e r  than  l e s s  i n t e n s e  r e l a t i o n s .  I t  i s  

c l e a r  t h a t  once i n t e n s i t y  i s  re d u c e d ,  new o p p o r t u n i t i e s  may be 

o v e r lo o k e d ,  f o r  as companies become more remote from each o t h e r ,  

t h e r e  i s  l i t t l e  chance t h a t  p o t e n t i a l l y  rew ard ing  avenues of 

b u s in e s s  w i l l  be i d e n t i f i e d ,  o r  fo llow ed  up on. Thus, w h ile  the  

" lo o s e n in g "  might be an expec ted  f e a t u r e  of m ature  r e l a t i o n s h i p s ,  

i t  may c lo s e  o f f  growth o p p o r t u n i t i e s .

A d i f f e r e n t  s e t  of r e s u l t s  i s  a p p a re n t  when e x t e r n a l -  

c o r p o r a t e  e x p e r ie n c e  i s  v iew ed . Here in c re a s e d  e x p e r ie n c e  i s  

seen  to  b r in g  w ith  i t  what was termed " i n s t i t u t i o n a l i z e d "  

r e l a t i o n s .  This might s im ply  be viewed as a re sp o n se  to  l a r g e r  

s c a le  i n t e r n a t i o n a l  t r a d in g  o p e r a t io n s .  Thus, as  o p e r a t io n s  

become g r e a t e r ,  programmes and p ro c e d u re s  a re  e s t a b l i s h e d  to dea l 

e f f i c i e n t l y  w ith  th e  b u s in e s s  a t  hand.

5 .5  UNCERTAINTY AND RELATIONSHIP CHARACTERISTICS

5 .5 .1  F in d in g s

The f u l l  r e s u l t s  a r e  s e t  ou t in  T ab le  5 - 5 .  As has been the  

c ase  so f a r ,  some s i m i l a r  f in d in g s  a re  e v id e n t  fo r  u n c e r t a i n t y ,  

w h ile  o th e r s  c o n t r a s t .  The most c o n s i s t e n t  s e t  of r e s u l t s  i s  

t h a t  f o r  c o n f l i c t .  As h y p o th e s iz e d ,  c o n f l i c t  f requency  was
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Variables Uncertainty
U2

new product 
activity

Ü3
U.K.

competition

U5
industry
change

(more activity 
is scored 
positively)

(more competition 
is SCO ed 
positively)

(more change 
is scored 
positively)

Relationship characteristics:

Correlation coefficients

Formalization 
FI agreement formality

(formal agreements are scored 
positively)

-.337* .158 .354*

Standardization 
SDl stability of roles and 

routines 
(stable roles and routines 
are scored positively)

.339* -.196 .567***

Reciprocity
RF3 decision-making in the dyad 

(joint decision-making is 
scored positively)

.128 -.085 —.400**

Intensity - contact 
CIl no. of letters 
CI3 no. of visits 
CI6 other contact frequency 

(more frequent contacts are 
scored positively)

-.190
.454**

-.035

.337
-.050
.498**

-.182
.510***
.052

- resources 
RIl support materials 
RI3 stock carried 
RI5 effort expended

(more resource exchange 
is scored positively)

-.083
-.215
-.327

.025 

.190 
• -.149

.278
-.159
-.452*

Conflict
02 conflict frequency 

(more frequent conflict 
is score positively)

.361* .522** .509***

Note
(*) All coefficients subjected to one-tailed testing
*** p<.01
** p<.05 
* p̂ .lO
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h ig h e r  w i th in  dyads fa c in g  g r e a t e r  u n c e r t a i n t y .  T h is  f in d in g  i s  

a im p o r ta n t  one, as a l l  th r e e  c o e f f i c i e n t s  proved to  be 

s t a t i s t i c a l l y  s i g n i f i c a n t .

Other v a r i a b l e  a s s o c i a t i o n s  w ith  u n c e r t a i n t y  a r e  l e s s  

c o n s i s t e n t .  The r e s u l t s  f o r  s t a n d a r d i z a t i o n  a r e  th e  most 

s u b s t a n t i v e .  F a i r l y  s tro i%  su p p o r t  was found fo r  a p o s i t i v e  and 

s i g n i f i c a n t  a s s o c i a t i o n  w ith  u n c e r t a i n t y .  T h is  was the  o p p o s i te  

r e s u l t  to  t h a t  e x p e c te d ,  and i s  i n t e r e s t i n g  when viewed a lo n g s id e  

two o t h e r s .  T ab le  5-5  shows th a t  the  a s s o c i a t i o n  of 

f o r m a l i z a t io n  and u n c e r t a i n t y  was mixed. I f ,  how ever, " in d u s t r y  

change" (U5) i s  ta k en  to  be the  most r e p r e s e n t a t i v e  measure of 

u n c e r t a i n t y ,  an i n t e r e s t i n g  p i c t u r e  em erges. Now f o r m a l i z a t i o n  

i s  seen to  be p o s i t i v e l y ,  and r e c i p r o c i t y  n e g a t i v e l y  a s s o c i a t e d  

w ith  u n c e r t a i n t y .

C o l l e c t i v e l y ,  th e  f i n d in g s  fo r  s t a n d a r d i z a t i o n ,  

f o r m a l i z a t io n ,  and r e c i p r o c i t y ,  do no t s u g g e s t  the  l o o s e r ,  more 

a d a p t iv e  and open s t r u c t u r e s  and p ro c e d u re s  which th e  l i t e r a t u r e  

s t a t e s  i s  the  most a p p r o p r ia t e  o r g a n i z a t i o n a l  re sp o n s e  to  

e n v iro n m e n ta l  u n c e r t a i n t y .  This  p o in t  i s  r e f e r e d  to  a g a in  i n  th e  

nex t s e c t i o n .

The rem ain ing  r e s u l t s  concern  r e l a t i o n s h i p  i n t e n s i t y .  Most 

of th e  c o n ta c t  i n t e n s i t y  c o e f f i c i e n t s  p o in t  toward a p o s i t i v e  

a s s o c i a t i o n  w ith  u n c e r t a i n t y .  T h is  f in d in g  i s  most e v id e n t  f o r  

"p e rs o n a l  v i s i t s "  (C I3 ) .  A p p aren tly  dyads o p e r a t in g  in  more 

u n c e r t a i n  env ironm en ts  make more use of p e r s o n a l  v i s i t s  than  

th o se  in  more s t a b l e  s i t u a t i o n s .  Some ev idence  of a more complex
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web of in te r -co m p a n y  c o n ta c t s  (CI6) i s  a l s o  seen  f o r  dyads fa c in g  

more u n c e r t a in  c o n d i t i o n s .  These f in d in g s  su p p o r t  th e  h y p o th e s i s  

s t a t e d  e a r l i e r .

For the  most p a r t ,  r e s o u r c e  i n t e n s i t y  a p p ea rs  n e g a t i v e l y  

a s s o c i a t e d  w ith  u n c e r t a i n t y .  Thus, when dyads f a c e  more 

u n c e r t a i n t y ,  they  expend l e s s  e f f o r t  on th e  r e l a t i o n s h i p ,  and th e  

d i s t r i b u t o r  c a r r i e s  l e s s  s to c k  of th e  m a n u fa c tu r e r ’ s p ro d u c t .  

These f in d in g s  were th e  o p p o s i te  of th o se  e x p e c te d .  These 

f i n d i n g s  a re  s u r p r i s i n g ,  f o r  th e  lo g i c  o f  th e  h y p o th e s i s  was t h a t  

i n  more u n c e r t a in  e n v iro n m en ts ,  companies would be thrown 

to g e th e r  more and work h a rd e r  a t  s u p p o r t in g  one a n o t h e r ’s 

a c t i v i t i e s .

5 .5 .2  D is c u s s io n

A good number of th e  u n c e r t a i n t y  f i n d in g s  were s u r p r i s i n g .

In  p a r t i c u l a r ,  th o se  r e g a rd in g  f o r m a l i z a t i o n ,  s t a n d a r d i z a t i o n  and 

r e c i p r o c i t y  r e q u i r e  f u r t h e r  d i s c u s s i o n .  Dyads fa c in g  th e  most 

u n c e r t a i n t y  were found to have more form al ag ree m en ts ,  ad here  

more to  e s t a b l i s h e d  r o l e s  and r o u t i n e s ,  and e x h i b i t  l e s s  j o i n t  

d e c i s io n -m a k in g . O ther e m p i r ic a l  s t u d i e s  su g g e s t  t h a t  th e se  a r e  

i n a p p r o p r i a t e  re s p o n s e s  to  u n c e r t a i n t y .  That t h i s  i s  so i s  

r e in f o r c e d  by p r e v io u s ly  r e p o r te d  f in d in g s  from t h i s  s tu d y .  In  

an e a r l i e r  s e c t i o n  of t h i s  c h a p t e r ,  h ig h  perfo rm ance  was seen  to  

be a s s o c i a t e d  w ith  r e l a t i o n s h i p  c h a r a c t e r i s t i c s  a lm ost th e  

o p p o s i t e  o f  th o se  found among h igh  u n c e r t a i n t y  d y ad s .  For f i rm s  

in v o lv ed  in  exchange p ro c e s se s  t h a t  a r e  su rrounded  by
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u n c e r t a i n t y ,  some a c t io n  may be c a l l e d  f o r .  B e t t e r  perfo rm ance  

might be en joyed  i f  th e re  i s  more w i l l in g n e s s  to  ad ap t r o l e s  and 

r o u t i n e s  and to  make dec is io n -m ak in g  a more r e c i p r o c a l  a f f a i r .

Two f u r t h e r  a r e a s  where h igh  u n c e r t a i n t y  dyads cou ld  devo te  

a t t e n t i o n ,  a r e  r e s o u rc e  i n t e n s i t y  and c o n f l i c t .  A lthough  i t  i s  

unders tood  t h a t  c o n d i t io n s  of h igh  u n c e r t a i n t y  might d e t e r  

in v e s tm en t i n  su p p o r t  a c t i v i t i e s ,  h igh  perfo rm ance  was seen  to  be 

c h a r a c t e r i z e d  by r e l a t i v e l y  i n t e n s e  exchange of t h i s  k in d .  

C o n f l i c t  was a l s o  g r e a t e r  i n  h igh  u n c e r t a i n t y  d y ad s .  Once a g a in ,  

t h i s  i s  no t a c h a r a c t e r i s t i c  of h igh  perfo rm ance r e l a t i o n s h i p s .  

More f r e q u e n c t  te n s io n  and d isag reem en t may, how ever, be a 

"c ro s s"  t h a t  h igh  u n c e r t a in t y  r e l a t i o n s h i p s  have to b e a r .

Perhaps th e  f req u en cy  of c o n f l i c t  can be r e d u c e d , b u t  th e  v e ry  

u n c e r t a in t y  th e se  dyads face  may w e ll  p la c e  a g r e a t e r  s t r a i n  upon 

th e  r e l a t i o n s h i p s  in  q u e s t io n .

5 .6  THE CONCEPTUAL MODEL OF MANUFACTURER -  OVERSEAS DISTRIBUTOR 
RELATIONSHIPS AND EXPORT PERFORMANCE: A SUMMARY

A l a r g e  number of e m p ir ic a l  f in d in g s  have been p r e s e n te d  and 

an a t te m p t a t  sum m ariza tion  i s  made h e r e .  The d i s c u s s io n  b e g in s  

by view ing th e  adequacy of the  co n c e p tu a l  model deve loped  in  

C hap te r  3. Then the  m ajor f in d in g s  a re  r e s t a t e d  r e g a r d in g  th e  

tw o -p a r t  t h e s i s .  F i n a l l y ,  s in c e  a n a l y s i s  of th e  s tu d y  d a ta  i s  

extended  in  C h ap te r  6, t h i s  i s  ex p la in ed  in  th e  f i n a l  s e c t i o n .

Some id e a  of the  adequacy of the  c o n c e p tu a l  model i s  

p rov ided  by the  d a ta  i n  T ab le  5 -6 .  The f i r s t  i n d i c a t o r  shows how 

many of the  s t a t e d  d i r e c t i o n a l  h y p o th eses  were borne ou t by th e
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Table 5-6 
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Adequacy Indicated by:
1. Direction of association 2. 

hypothesized correctly 
no. %

Statistically significant (a) 
correlation coefficients 

no. %

Association between:

Relationship characteristics- 
export performance (b)

14/18 77 7/20 35

Stake - relationship 
characteristics

23/30 77 10/30 33

Experience - relationship 
characteristics (b)

11/16 69 13/40 33

Uncertainty - relationship 
characteristics

14/30 47 12/30 40

Note
(a) Defined as significant at the p<.10 level
(b) Directional hypotheses not made in all cases
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r e s u l t s .  On a v e ra g e ,  66 p e r c e n t  of th e  d i r e c t i o n a l  h y p o th e ses  

were su p p o r ted  ( i . e . ,  f o r  62 /94  of th e  c o r r e l a t i o n  c o e f f i c 

i e n t s ) .  The second i n d i c a t o r  g iv e s  some im p re s s io n  o f  th e  

s t r e n g t h  of v a r i a b l e  a s s o c i a t i o n .  In  t h i s  case  th e  av e rag e  was 

35 p e r c e n t  ( i . e . ,  42 /120  o f  th e  c o e f f i c i e n t s ) .  T h is  second 

i n d i c a t o r  may su g g e s t  t h a t  th e  a s s o c i a t i o n  of th e  model v a r i a b l e s  

was weak. Here a p o in t  made e a r l i e r  should  be r e c a l l e d . T h is  

p o in t  concerned  the  way in  which v a r i a b l e  m easures were s e l e c t e d  

f o r  f u r t h e r  a n a l y s i s .  I t  shou ld  be remembered t h a t  m easures were 

chosen  t h a t  were r e l a t i v e l y  " d i s t i n c t i v e " ,  o r  d i s s i m i l a r .  I f  

t h e s e  m easures a r e  d i s t i n c t i v e ,  then  i t  would be u n r e a l i s t i c  to 

ex p e c t  th e  m easures  a l l  to be c o r r e l a t e d  w ith  a n o th e r  v a r i a b l e .  

Thus, th e  p ro c e s s  o f  m easure r e t e n t i o n  reduced  th e  l i k e l i h o o d  of 

a h ig h  p e rc e n ta g e  of s t a t i s t i c a l l y  s i g n i f i c a n t  r e s u l t s .  The 36 

p e r c e n t  i n d i c a t o r  shou ld  be seen  in  t h i s  l i g h t .  O v e r a l l ,  th e n ,  

th e  model ap p ea rs  a  f a i r l y  adequa te  c o n c e p t u a l i z a t i o n  o f  

m a n u fa c tu re r  -  o v e r s e a s  d i s t r i b u t o r  r e l a t i o n s h i p s .

The f in d in g s  of t h i s  s tu d y  have been p re s e n te d  in  d e t a i l ,  

and the  more im p o r ta n t  r e s u l t s  have been d i s c u s s e d . B efore 

moving on to  the  n ex t  s ta g e  of a n a l y s i s ,  however, some 

r e s t a t e m e n t  of th e  r e s u l t s  seems i n  o r d e r .  T h is  i s  o rg an iz ed  

around the  tw o -p a r t  t h e s i s .

The f i r s t  p a r t  of the  t h e s i s  h e ld  t h a t  c e r t a i n  r e l a t i o n s h i p  

c h a r a c t e r i s t i c s  a r e  a s s o c i a t e d  w ith  ex p o r t  p e rfo rm ance ,  and some 

su p p o r t  i s  e v id e n t  f o r  t h i s  view. E xport perfo rm ance  was found 

to  be h ig h e r  when th e  r e l a t i o n s h i p  has l e s s  s t a n d a r d i z e d ,  more 

r e c i p r o c a l ,  more i n t e n s e ,  and when c o n f l i c t  was l e s s .  A side from 

s t a n d a r d i z a t i o n ,  th e s e  were r e s u l t s  t h a t  were a l l  a n t i c i p a t e d .
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The second p a r t  of th e  th e  t h e s i s  concerned  f irm  and 

env ironm en t f a c t o r s  a s s o c i a t e d  w ith  the  r e l a t i o n s h i p  

c h a r a c t e r i s t i c s  of i n t e r e s t .  A gain , some s u p p o r t  was found fo r  

th e  t h e s i s .  The th r e e  f i rm  and env ironm ent f a c t o r s  a r e  t r e a t e d  

i n  t u r n .  G e n e r a l ly ,  r e l a t i o n s h i p s  where th e r e  i s  more a t  s ta k e  

were found to be more fo rm a l ize d  and i n t e n s e .  When d i s t r i b u t o r s  

had more in v e s te d  in  th e  M-D r e l a t i o n s h i p ,  m a n u fa c tu re r s  tended 

to  dom inate  d e c is io n -m a k in g ,  and c o n f l i c t  was g r e a t e r .  

D i s t r i b u t o r s  were no t found to  dom inate  dependen t m a n u fa c tu re r s  

to  th e  same e x t e n t .

The e x p e r ie n c e  f i n d i n g s  f e l l  i n t o  two c a t e g o r i e s .  F i r s t ,  

and most i m p o r t a n t , more e x p e r ien ce  w i th in  the  r e l a t i o n s h i p  was 

seen  to  be a s s o c i a t e d  w ith  a " lo o se n in g "  o f  r e l a t i o n s .  Thus, 

th e se  dyads e x h ib i t e d  l e s s  f o r m a l i z a t io n  and s t a n d a r d i z a t i o n ,  

more r e c i p r o c i t y ,  and l e s s  i n t e n s i t y  and c o n f l i c t .  Second, when 

e x p e r ie n c e  was measured in  terms of e x t e r n a l  i n t e r n a t i o n a l  

t r a d i n g  a c t i v i t i e s ,  more i n t e n s i t y  was found . T h is  was e x p la in ed  

as r e s u l t i n g  from an " i n s t i t u t i o n a l i z a t i o n "  of r e l a t i o n s .

F i n a l l y ,  some s u r p r i s i n g  f in d in g s  were e v id e n t  fo r  

u n c e r t a i n t y . G e n e ra l ly ,  dyads f a c in g  more u n c e r t a i n t y ,  were 

found to  have more s t a n d a r d i z a t i o n ,  l e s s  r e c i p r o c i t y ,  more 

c o n ta c t  i n t e n s i t y ,  l e s s  r e s o u rc e  i n t e n s i t y ,  and more c o n f l i c t  

th a n  o t h e r s .  The c o n ta c t  i n t e n s i t y  and c o n f l i c t  r e s u l t s  were 

e x p e c te d ,  w hereas the  rem ainder were n o t .

Throughout the  d i s c u s s io n  s e c t i o n s  above , e x p o r t  perform ance 

q u e s t io n s  have been s t r e s s e d ,  fo r  t h i s  i s  a major conce rn  i n  t h i s  

work. As a r e s u l t ,  th o se  i n t e r e s t e d  in  th e  f u n c t io n in g  of M-D
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r e l a t i o n s h i p s  a re  o f f e r e d  c o n s id e r a b le  i n s i g h t  by th e  r e s u l t s  

p re s e n te d  to t h i s  p o in t .  More a n a l y s i s  i s  f e l t  n e c e s s a r y ,  

how ever, fo r  th e  r e s u l t s  p re s e n te d  so f a r  g iv e  o n ly  a p a r t i a l  

view of M-D r e l a t i o n s h i p s ,  and f a c t o r s  a f f e c t i n g  t h e i r  l e v e l  of 

p e rfo rm a n ce .  T h is  p a r t i a l  view r e s u l t s  from two drawbacks w ith  

th e  a n a l y s i s  u n d e r ta k en  to t h i s  p o i n t .  F i r s t ,  th e  a n a l y s i s  i s  

s t a t i c  i n  i t s  o r i e n t a t i o n .  The id e a s  abou t M-D r e l a t i o n s  were 

examined th rough  a n a l y s i s  of d a ta  c o l l e c t e d  a t  one p o in t  i n  

t im e .  I t  i s  as though a " sn ap sh o t"  had been ta k e n  o f  th e  21 

d y ad ic  r e l a t i o n s h i p s  i n  the  summer o f  1978. The obv ious  drawback 

o f  t h i s  approach  i s  t h a t  the  dynamic n a tu re  o f  such r e l a t i o n s h i p s  

i s  n o t  c o n s id e r e d .  N eedless  to  s ay ,  tim e and th e  passage  of 

e v e n ts  bo th  a f f e c t  e s t a b l i s h e d  i n t e r o r g a n i z a t i o n a l  r e l a t i o n s .

The second drawback c e n t r e s  on th e  b i v a r i a t e  n a tu r e  of th e  

a n a l y s i s . So f a r , M-D r e l a t i o n s h i p s  have been examined by 

c o n s id e r in g  only  two v a r i a b l e s  a t  a t im e .  U se fu l r e s u l t s  have 

been  o b ta in e d  th ro u g h  t h i s  p ro c e d u re ,  bu t the  s tu d y  of 

i n t e r o r g a n i z a t i o n a l  r e l a t i o n s  might more r e a l i s t i c a l l y  be h an d led  

th ro u g h  m u l t i v a r i a t e  a n a l y s i s .

These two l i m i t a t i o n s  a re  compensated fo r  by th e  a n a l y s i s  

d e s c r ib e d  in  C hap te r  6 ,  where the  dynamic and m u l t i v a r i a t e  n a tu r e  

o f  M-D r e l a t i o n s h i p s  a re  more f u l l y  accoun ted  f o r .
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5 .7  SUMMARY

The c o n c e p tu a l  model of m a n u fa c tu re r  -  o v e rse a s  d i s t r i b u t o r  

r e l a t i o n s h i p s  has been examined in  t h i s  c h a p t e r .  The s tu d y  

f in d in g s  o f f e r  enco u rag in g  s u p p o r t  fo r  th e  h y p o th e s iz e d  

a s s o c a t i o n  o f  the  model v a r i a b l e s .  However, i n  view  of two 

l i m i t a t i o n s  d e s c r ib e d  above, t h i s  a n a l y s i s  i s  ex tended  in  th e  

n ex t  c h a p te r .
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C hapter 6
MANUFACTURER -  OVERSEAS DISTRIBUTOR 
RELATIONSHIPS AND EXPORT PERFORMANCE 

FROM A DYNAMIC VIEW

6.1  INTRODUCTION

The l i n k  between the  m a n u fa c tu re r  -  o v e r s e a s  d i s t r i b u t o r  

(M-D) r e l a t i o n s h i p  and ex p o r t  perform ance i s  examined a f r e s h  i n  

t h i s  c h a p t e r .  An a t te m p t i s  made to supplem ent th e  s t a t i c  

a n a l y s i s  of C hap ter  5, by c o n s id e r in g  th e  dynamic n a t u r e  of th e s e  

r e l a t i o n s h i p s .  This  m a t te r  o f  change would b e s t  be s tu d ie d  

th rough  th e  use of l o n g i t u d i n a l  r e s e a r c h  m ethods. Thus, by

c o l l e c t i n g  d a ta  a t  two or more p o in ts  in  t im e ,  developm ents  in

th e  r e l a t i o n s h i p  cou ld  be s u i t a b l y  t r a c k e d .  L o n g i tu d in a l  

m ethods , however, p la c e  in c re a s e d  demands upon r e s e a r c h  tim e and 

b u d g e ts ,  and th e se  f a c t o r s  ru le d  out t h e i r  use in  t h i s  s tu d y .  In  

l i g h t  of t h i s  s i t u a t i o n ,  and g iven  the d e s i r e  to  examine change , 

an a l t e r n a t i v e  approach  was n e c e s s a ry .  I t  was dec ided  t h a t  by 

comparing r e l a t i o n s h i p s  t h a t  had reached  d i f f e r e n t  s t a t e s  of 

developm ent,  i n f e r e n c e s  might be drawn about movement between 

s t a t e s ,  i . e . ,  r e l a t i o n s h i p  dynam ics.

The c h a p te r  i s  o rg an iz ed  in  th r e e  s e c t i o n s .  In th e  f i r s t ,  

th e  developm ent o f  M-D r e l a t i o n s  i s  d e s c r ib e d ,  and f iv e  " s t a t e s "

of r e l a t i o n s h i p  developm ent a re  p roposed . The v i a b i l i t y  of t h i s

f i v e  " s t a t e "  model i s  t e s t e d  on the 21 s tu d y  d y ad s ,  and r e s u l t s  

d is c u s s e d  in  th e  second s e c t i o n .  T h i rd ,  hav ing  c a t e g o r iz e d  th e  

21 dyads in t o  f i v e  s t a t e s  of development in  t e s t i n g ,  s i x  dyads 

a re  s e l e c t e d  fo r  d e t a i l e d  case a n a l y s i s .  This  p e rm its  th e  

r e l a t i o n s h i p  -  perfo rm ance l in k a g e  to be e x p lo re d  f u r t h e r .
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6 .2  THE DEVELOPMENT OF MANUFACTURER -  OVERSEAS DISTRIBUTOR
RELATIONSHIPS

I t  i s  a t ru i sm  to no te  t h a t  M-D r e l a t i o n s h i p s  ( l i k e  a l l  

o t h e r s )  have a b e g in n in g ,  a m id d le ,  and u l t i m a t e l y  an end. The 

b eg in n in g  p o in t  o ccu rs  when the  two p a r t i e s  come to g e th e r  because  

th ey  p e rc e iv e  b e n e f i t  from j o i n t  a s s o c i a t i o n .  At th e  o th e r  

ex tre m e ,  the  r e l a t i o n s h i p  i s  l i k e l y  to  end when b e n e f i t  no lo n g e r  

a c c r u e s .  Between th e s e  two p o in t s  i n  t im e ,  however, ex tends  a 

m idd le  p e r io d  d u r in g  which th e  su ccess  o f  the  r e l a t i o n s h i p  i s  

shaped and en jo y ed .  Yet c o n t r a s t i n g  m iddle  p e r io d s  a r e  in  

e v id e n c e ,  f o r  some M-D r e l a t i o n s h i p s  a re  s h o r t - l i v e d ,  whereas 

o th e r s  l a s t  many y e a r s .  I t  i s  t h i s  m idd le  p e r io d  t h a t  i s  s in g le d  

o u t f o r  p a r t i c u l a r  i n v e s t i g a t i o n ,  fo r  much s ta n d s  to  be ga ined  

from a b e t t e r  knowledge of r e l a t i o n s h i p  dynamics h e r e .

W r i t in g s  a re  found in  the  m arke ting  and i n t e r n a t i o n a l  

b u s in e s s  l i t e r a t u r e  t h a t  a d d re ss  the  q u e s t io n  of company 

in te rd e p e n d e n c e  and r e l a t i o n s h i p  dev e lo p m en t, b u t  th e se  a re  sm all  

i n  number. N ic o s ia  and Wind w r i t e ,  "we cannot r e p o r t  much 

r e s e a r c h  on i n t e r o r g a n i z a t i o n a l  p ro c e s s e s  [ i n  m a rk e t in g ] .  But we 

can a s s e r t  the  e x i s t e n c e  of c e r t a i n  fundam en ta l problems and th e  

u rg e n t  need to c o n c e p tu a l iz e  them so as to  gu ide  f u tu r e  r e s e a r c h "  

(1977, p .  114). F u r th e rm o re ,  the  w r i t i n g s  a re  m o s tly  of l i m i t e d  

a p p l i c a b i l i t y  to  the c u r r e n t  i s s u e  ( s e e  f o r  exam ple: Bonoma and

Zaltm an 1978; Hakanson and Wootz 1975; W ebster 1 9 7 9 ) .

In  the  most u s e f u l  s tu d y .  Ford (1980) p ro p o ses  a model of 

b u y e r -  s e l l e r  r e l a t i o n s h i p  development in  i n d u s t r i a l  m a rk e ts .  In  

t h i s  growth m odel, f i v e  s ta g e s  o f  developm ent a re  advanced ;
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p re -d e v e lo p m e n t ,  e a r l y ,  developm ent,  long te rm , and f i n a l  

s t a g e s .  As r e l a t i o n s  move from one s ta g e  to th e  n e x t ,  i t  i s  h e ld  

t h a t  the  v e ry  c h a r a c t e r i s t i c s  o f  th e  a s s o c i a t i o n  change .  For 

exam ple, the  argument i s  made t h a t  u n c e r t a i n t y  r e d u c e s ,  and 

commitment grows as b u y e r - s e l l e r  r e l a t i o n s  d e v e lo p .

A r e l a t e d  bu t v a ry in g  approach  i s  taken  h e re  to t h a t  of 

F o rd ’ s .  The model i s  d i f f e r e n t  f o r  th r e e  r e a s o n s .  F i r s t ,  th e  

d y ad ic  r e l a t i o n s h i p s  s tu d ie d  a re  d i f f e r e n t .  In t h i s  s tu d y  i t  i s  

in t e r m e d i a te  m arket b eh av io u r  t h a t  i s  a n a ly z e d ,  w hereas Ford i s  

concerned  w ith  t h a t  in  en d -u se  m a rk e ts .  Second, th e  r e l a t i o n s h i p  

developm ent p ro cess  d e s c r ib e d  by Ford , a l th o u g h  no t s p e c i f i e d ,  

would seem most a p p l i c a b l e  to dyads which a re  in v o lv ed  in  th e  

exchange of r e l a t i v e l y  complex, h i g h - r i s k  p r o d u c ts .  This  

c o n t r a s t s  w ith  th e  p ro d u c ts  of a more s ta n d a r d iz e d  " s to c k  and 

s e l l "  n a tu re  t h a t  a r e  the  focus  of t h i s  i n v e s t i g a t i o n .  In  view 

of th e s e  d i f f e r e n c e s ,  as  to  m arke ts  and p ro d u c ts ,  i t  seemed 

s e n s i b l e  to  propose  a model conce rn ing  r e l a t i o n s h i p  developm ent 

s p e c i f i c  to M-D e x p o r t  m arke ting  c h a n n e ls .

A f i n a l ,  t h i r d  r e a s o n ,  r e in f o r c e d  t h i s  d e c i s i o n .  D e sp i te  

F o rd ’s c a v e a t  t h a t  " r e l a t i o n s h i p s  can f a i l  to develop  o r  

r e g r e s s . . . "  (1 9 8 0 ) ,  s ta g e  models tend to im ply an o r d e r l y  and 

p ro g re s s iv e  p a t t e r n  of developm ent. L i t t l e  or no p r o v is io n  i s  

made fo r  f l u c t u a t i n g  fo r tu n e s  in  th e se  m ode ls ,  and t h i s  was 

c o n s id e re d  o v e r l y - r e s t r i c t i v e  in  the  c o n te x t  of t h i s  s tu d y .  

A lthough d i f f e r e n c e s  in  the two models a re  e v i d e n t ,  i n  s p i r i t  the  

approaches  a re  v e ry  s i m i l a r .  Each seeks  to  e x p la in  how 

r e l a t i o n s h i p s  dev e lo p  in  m arke ting  dyads ,  and what the
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d i s c e r n i b l e  c h a r a c t e r i s t i c s  o f  th e se  r e l a t i o n s h i p s  a r e  a t  v a r io u s  

l e v e l s  of d eve lopm en t.

The modeling approach  used h e re  c o n s id e r s  r e l a t i o n s h i p s  as 

having  reached  one of f iv e  " s t a t e s "  of developm ent.  The o n ly  

assu m p tio n  made r e g a rd in g  p ro g re s s io n  i s  t h a t  dyads move from 

be ing  "new" tow ards be ing  " i n e r t . "  Between t h i s  b e g in n in g  p o in t  

and end p o i n t ,  th r e e  m iddle p e r io d  r e l a t i o n s h i p  s t a t e  

p o s s i b i l i t i e s  e x i s t .  These a r e  l a b e l l e d :  "g row ing ,"  " t r o u b le d , "

and " s t a t i c . "  W ith in  the  m iddle p e r io d  any sequence o f  s t a t e s  

m igh t be e x p e r ie n c e d .  The "growing" s t a t e  might be fo llow ed  by 

" t r o u b l e d , "  to  be fo llow ed  by a "growing" s t a t e  a g a in .  In  t h i s  

way, th e  model accommodates f l u c t u a t i o n s  in  th e  r e l a t i o n s h i p .

The model i s  shown d ia g ra m m a t ic a l ly  in  F ig u re  6 - 1 .  The 

l a b e l s  fo r  the  f iv e  s t a t e s  a re  m a in ly  s e l f - e x p l a n a t o r y ,  bu t a 

b r i e f  d e s c r i p t i o n  i s  in  o r d e r .  The new r e l a t i o n s h i p  s t a t e  

a p p l i e s  to th o se  dyads where an agreem ent to work to g e th e r  has 

been made, bu t where th e r e  i s  l i t t l e  h i s t o r y  of i n t e r a c t i o n  

a n d /o r  t r a n s a c t i o n s .  The growing s t a t e  may d e s c r ib e  r e l a t i v e l y  

new o r  w ell  e s t a b l i s h e d  dyads , f o r  i t  s im ply  i n d i c a t e s  t h a t  

r e a s o n a b le  s a l e s  growth i s  be ing  a c h ie v e d .  The t ro u b le d  s t a t e  

may a l s o  be one in  which s a l e s  growth i s  being e x p e r i e n c e d ,  but 

where th e  members p e rc e iv e  problems in  th e  r e l a t i o n s h i p ,  e . g . ,  a 

l a c k  o f  su p p o r t  on the  p a r t  of one company. A l t e r n a t e l y ,  the  

t r o u b le d  n a tu re  of th e  r e l a t i o n s h i p  may m ostly  be due to  s a l e s  

in a d e q u a c i e s .  R e l a t i o n s h ip s  may a l s o  be in  a s t a t i c  s t a t e .  Here 

s a l e s  might show l i t t l e  v a r i a t i o n  from year  to y ea r  because  o f  

l a c k  of a d d i t i o n a l  p o t e n t i a l  a n d /o r  an u n w i l l in g n e s s  to  i n v e s t
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F ig u re  6-1
THE RELATIONSHIP DEVELOPMENT STATES MODEL

R e l a t io n s h ip  P e r io d

Beginning Middle End

New s t a t e I n e r t  s t a t e

S t a t i c  s t a t e

Growing s t a t e

T roub led  s t a t e
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f u r t h e r  in  m arke ting  e f f o r t .  F i n a l l y ,  the  i n e r t  s t a t e  

c h a r a c t e r i z e s  th o se  r e l a t i o n s h i p s  where th e r e  i s  l i t t l e  or no 

i n t e r a c t i o n  o r  t r a n s a c t i o n  of goods. These r e l a t i o n s h i p s  can 

s c a r c e l y  be j u s t i f i e d ,  excep t t h a t  a t r a d in g  r e v i v a l  might come 

about under d i f f e r e n t  m arket c o n d i t io n s  o r  member a t t i t u d e s .  

T e rm in a t io n  may be c o n s id e re d ,  o r  the  a s s o c i a t i o n  may p e r s i s t  

because  th e re  i s  no r e a l  w i l l  to  end i t .

The f iv e  r e l a t i o n s h i p  s t a t e s  have a heavy perfo rm ance 

em phasis .  This  i s  j u s t i f i e d ,  f o r  th e se  a re  p u rp o s iv e  

r e l a t i o n s h i p s .  In  o th e r  w ords, t h e r e  a r e  r e a l  b e n e f i t s  ex p ec ted  

by b o th  m a n u fa c tu re r  and d i s t r i b u t o r  from t h e i r  a s s o c i a t i o n ,  and 

any s h o r t f a l l  from e x p e c ta t io n s  w i l l  norm ally  be rev iew ed  and 

rem e d ia l  a c t i o n  c o n s id e re d .  The dynamic of the  r e l a t i o n s  w i l l ,  

th u s ,  s h a rp ly  r e f l e c t  the  e x te n t  to which th e  a s s o c i a t i o n  

c u r r e n t l y  m eets  th e  e x p e c ta t io n s  of the  dyad members. In 

a d d i t i o n ,  th e  r e l a t i o n s h i p  w i l l  a l s o  r e f l e c t  th e  d eg ree  to which 

members a n t i c i p a t e  t h e i r  e x p e c ta t io n s  being  met by the

a s s o c i a t i o n  in  th e  f u t u r e .  I t  i s  a rgued ,  th e n ,  t h a t  c u r r e p t  and

expec ted  perform ance a re  s a l i e n t  d e te rm in a n ts  of r e l a t i o n s h i p  

s t a t e .  Time p la y s  some r o l e  in  th e  d e te rm in a t io n  of developm ent

s t a t e  to o .  In  one case  -  th e  new s t a t e  -  i t  i s  tim e t h a t

d i s t i n g u i s h e s  the  s t a t e  from o th e r s  r a t h e r  than  any q u e s t io n  o f  

p e rfo rm a n ce ,  f o r  by d e f i n i t i o n ,  a new r e l a t i o n s h i p  has s c a r c e l y  

had an o p p o r tu n i ty  to perform .

The d e s c r i p t i v e  power of t h i s  model of r e l a t i o n s h i p  

development was t e s t e d  u s ing  th e  21 dyads in  the  s tu d y  sam ple . 

The p ro ced u re  used i s  d e s c r ib e d  below, a long  w ith  th e  r e s u l t s .
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6 .3  VIABILITY OF THE RELATIONSHIP DEVELOPMENT STATES MODEL

6 .3 .1  T e s t in g  th e  model

The model was t e s t e d  in  a s t r a i g h t f o r w a r d  manner. The 

p r i n c i p l e  adopted was t h a t  i f  th e  21 sample dyads cou ld  be 

accomodated w i th in  th e  f i v e  c a t e g o r i e s  (o r  "developm ent s t a t e s " ) ,  

th e n  the  model would be reg a rd ed  as having  good d e s c r i p t i v e  

pow er.

The p ro ced u re  was as  f o l lo w s .  C u rren t  p e rfo rm a n ce ,  expec ted  

perfo rm ance ,  and le n g th  o f  a s s o c i a t i o n  have been argued  to  be key 

d e te rm in a n ts  o f  developm ent s t a t e .  Three q u e s t i o n n a i r e  i tem s  

p rov ided  m ean ingfu l d a ta  of t h i s  k ind to e n ab le  dyad 

c a t e g o r i z a t i o n  to  tak e  p la c e .  These were (1 )  " s a l e s  t r e n d  over 

l a s t  th r e e  y e a rs "  (Q u es tio n  M 9 .1 ,  D 9 .1 ) ;  (2) "p la n s  fo r  f u t u r e  

i n  U .K ./w i th  M’ s p ro d u c ts "  (M 9 .1 0 ,  D 9 .9 ) ;  (3 )  " le n g th  of 

a s s o c i a t i o n  w i th  D/M" (M 2 .6 ,  D 2 . 6 ) .

These th r e e  item s p rov ided  d a ta  t h a t  was used in  the  

c a t e g o r i z a t i o n  p r o c e s s ,  bu t th e se  were no t e q u a l ly  w e ig h ted .  For 

exam ple, the  "growing" and " s t a t i c "  s t a t e  memberships were based 

on s a l e s  t r e n d  in f o r m a t io n .  The " t ro u b le d "  s t a t e  members were 

c a t e g o r iz e d  e i t h e r  because  t h e i r  s a l e s  were in  d e c l i n e ,  o r  

because  f u t u r e  p la n s  were v ery  u n c e r t a i n  (even  though s a l e s  

grow th  had been e x p e r i e n c e d ) .  The two dyads in  the  " i n e r t "  

c a te g o ry  were so c a t e g o r iz e d  a f t e r  i n s p e c t i o n  of bo th  s a l e s  t r e n d  

and f u tu r e  p la n s .  F i n a l l y ,  "new" s t a t e  membership r e s u l t e d  from 

c o n s id e r in g  th e  le n g th  of M-D a s s o c i a t i o n .
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The c a t e g o r i z a t i o n  of dyads by development s t a t e  i s  shown in  

t a b u l a r  and d iagram m atic  form, in  T ab le  6-1  and F ig u re  6-2 

r e s p e c t i v e l y .  S ince  i t  was p o s s ib le  to r e a l i s t i c a l l y  c a t e g o r i z e  

th e  dyads in  t h i s  way, th e  d e s c r i p t i v e  model ap p ea rs  to o f f e r  

some m e r i t .

6 .2 .3  D is c u s s io n  o f  r e s u l t s

The g e n e ra l  su p p o r t  found fo r  th e  model has been m en tioned  

and w a r r a n ts  no a d d i t i o n a l  d i s c u s s io n  h e r e .  Two s e t s  of f i n d i n g s  

from th e  c a t e g o r i z a t i o n  of dyads a re  w orthy of re v ie w ,  however, 

and th e se  form the  body of t h i s  s e c t i o n .

The f i r s t  s e t  of f in d in g s  r e s u l t  from view ing  th e  d i s t r i 

b u t io n  o f  dyads a c ro s s  development s t a t e s .  The d i s t r i b u t i o n  i s  

shown i n  T ab le  6 -1 .  Note f i r s t l y ,  th e  ba lanced  d i s t r i b u t i o n  o f  

dyads a c ro s s  th e  th r e e  m iddle  p e r io d  developm ent s t a t e s . In  

i t s e l f ,  t h i s  f in d in g  su g g e s ts  t h a t  growth i s  no ea sy  m a t te r  i n  

e x p o r t  m a rk e ts .  This  i s  emphasized by the sm all  number (5 o r  

23%) of dyads c a t e g o r iz e d  as "g row ing ."  The s m a l ln e s s  of t h i s  

group may seem s u r p r i s i n g  but can be e x p la in e d  in  two w ays. One 

of th e s e  i s  t h a t  M-D r e l a t i o n s h i p s  a re  i n t r i n s i c a l l y  d i f f i c u l t  to  

manage, and su c c e ss  can be an e l u s i v e  g o a l .  A nother p o s s ib le  

e x p la n a t io n  r e l a t e s  to the  s ta g e s  of i n t e r n a t i o n a l  b u s in e s s  

invo lvem en t t h e s i s  which has a l r e a d y  been r e f e r r e d  to ( s e e ,  f o r  

example Robinson 1973). This ho lds  t h a t  e x p o r t in g  te n d s  to be 

th e  method f i r s t  used by f i rm s  engaging in  i n t e r n a t i o n a l  

b u s i n e s s .  Success in  e x p o r t in g ,  however, i s  fo llow ed  by more 

d i r e c t  invo lvem en t o v e rs e a s  in v o lv in g  s a l e s / d i s t r i b u t i o n  and
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Table 6-1
CATEGORIZATION OF DYADS BY DEVELOPMENT STATE

Development
State

Number of 
Dyads

"New- Dyads 2, 14 2

-Growing" Dyads 10, 11, 17, 18, 21 5

"Troubled"
a) growing sales 

Dyads 4, 8 2

b) declining sales
Dyads 6, 9, 15, 16, 20 3 7

-Static" Dyads 1. 5, 7, 12, 19 5

"Inert" Dyads 3, 13 2

21
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Figure 6-2
CATEGORIZATION OF DYADS BY DEVELOPMENT STATE

Three year sales 
trend

growing
quickly

declining
quickly

NEW

static

GROWING
5

4
TROUBLED

STATIC'

TROUBLED.

2

INERT
20j

4 8 16 24 32 361 12 20 28

Length of association 
(in years)

Note
Read as follows: Dyads 10, 11, 17, 18 and 21 are categorized as
growing.
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sometimes p r o d u c t io n .  I f  t h i s  argument h o ld s  t r u e ,  th en  i t  would 

seem u n re a so n a b le  to ex p ec t  a h igh  p ro p o r t io n  o f  v e ry  s u c c e s s f u l  

M-D r e l a t i o n s h i p s  to be found in  a sample such as t h i s  o n e .

While r e l a t i v e l y  few s u c c e s s f u l  dyads a re  found in  th e  

sam p le ,  th e  second p o in t  to  no te  i s  t h a t  few f a i l u r e s  e x i s t  

e i t h e r .  Of n in e  dyads whose perform ance gave re a s o n  fo r  c o n c e rn ,

i . e . ,  seven  " t ro u b le d "  and two " i n e r t , "  i n  o n ly  two c a s e s  was 

a c t iv e  th o u g h t being  g iv en  to t e rm in a t io n  of th e  r e l a t i o n s h i p .  

A gain , p e rhaps  i t  i s  u n re a so n a b le  to ex p ec t  many o u t r i g h t  

f a i l u r e s  to  be found in  th e  sam ple, f o r  g iv e n  th e  p u rp o s iv e  

n a t u r e  of th e  r e l a t i o n s h i p s ,  c h ro n ic  f a i l u r e  would lead  to  f a i r l y  

prompt t e rm in a t io n .

The second s e t  of f in d in g s  conce rns  the  d i s t r i b u t i o n  of 

dyads by developm ent s t a t e  and le n g th  of a s s o c i a t i o n  (T ab le

6 - 2 ) .  This  a n a l y s i s  b r in g s  a tim e d im ension  to th e  c o n s id e r a t io n  

of r e l a t i o n s h i p  developm ent.  N a tu r a l ly ,  b o th  new r e l a t i o n s h i p s  

f a l l  i n t o  the  under two y ea rs  c a t e g o r y ,  b u t  i t  i s  i n  the  two to 

f iv e  y e a rs  c a te g o ry  t h a t  an im p o r ta n t  f in d in g  i s  s een .  Four o f  

th e  s i x  r e l a t i o n s h i p s  ( o r  67%) in  t h i s  c a te g o ry  a re  t r o u b l e d .

This c o n t r a s t s  m arkedly  w ith  p ro p o r t io n s  in  o th e r  le n g th  o f  

r e l a t i o n s h i p  r a n g e s .  I t  seems t h a t  i f  r e l a t i o n s h i p s  have a 

tendency  fo r  t r o u b l e ,  then  the  t r o u b le  w i l l  show up r e l a t i v e l y  

e a r l y  on in  th e  a s s o c i a t i o n .  This  f in d in g  seems r e a s o n a b le  

enough, f o r  by the  end of fou r  y e a r s ,  enough time should  have 

e la p se d  to p e rm it  e v a lu a t io n  of one dyad member by the  o t h e r .  

E q u a l ly ,  i t  may be two y e a rs  b e fo re  companies a re  ab le  to



Table 6—2 
DEVELOPMENT STATE CROUPS AND LENGTH 

OF DYADIC ASSOCIATION
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Length of 
relationship

New Growing Troubled Static Inert

Less than 2 years 2

^  2 years < 5 years 1 4 1

2 5 years <10 years 2 1 1 1

2 10 years <20 years 1 1 1

20 years or more 1 1 2 1
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d i f f e r e n t i a t e  between what might be reg a rd ed  as " t e e t h in g "  

p rob lem s, and th o se  which a re  more s u b s t a n t i a l .  The seem ing ly  

h ig h  in c id e n c e  o f  " t r o u b le "  in  th e  two to f i v e  y ea r  a s s o c i a t i o n  

p e r io d  i s  an i n t e r e s t i n g  f i n d i n g ,  b u t  c a u t io n  i s  urged h ere  i n  

v iew  o f  the  sm all  sample s i z e  in v o lv e d .  The o th e r  p o in t  to  make 

r e g a rd in g  the  " t r o u b le d "  s t a t e  i s  t h a t  some dyads e x p e r ie n c e  t h i s  

s t a t e  r e l a t i v e l y  l a t e  on in  th e  a s s o c i a t i o n  p e r io d .  In  summary, 

i t  seems t h a t  t h e r e  i s  always th e  p o s s i b i l i t y  of th e  dyad 

e n t e r in g  the  " t r o u b le d "  s t a t e ,  a l th o u g h  th e r e  i s  a g r e a t e r  

l i k e l i h o o d  o f  the  s t a t e  in  the  f i r s t  two to f i v e  y e a r s .

Turning to th e  growing and s t a t i c  s t a t e s ,  i t  i s  e v id e n t  t h a t  

dyads may e x p e r ie n c e  th e se  s t a t e s  a t  a lm ost any t im e .  S a le s  may 

become s t a t i c  soon a f t e r  the  r e l a t i o n s h i p  i s  e s t a b l i s h e d .  Then 

a g a in ,  s a l e s  growth may b eg in  or p e r s i s t  long in t o  an e s t a b l i s h e d  

a s s o c i a t i o n .  Time i s  c l e a r l y  not an im p o r ta n t  d e te rm in a n t  of 

perfo rm ance ,  fo r  many o th e r  f a c t o r s  more p o t e n t ly  e f f e c t  s a l e s ,  

e . g . , s e l l i n g  e f f o r t s  by D, M’ s p r i c e s ,  U.K. c o m p e t i t io n .

F i n a l l y ,  b o th  r e l a t i o n s h i p s  in  th e  i n e r t  s t a t e  a re  somewhat 

o ld e r  in  y e a rs  than  o th e r  dyads .  This  might be expec ted  g iv en  

th e  r e s i d u a l  n a tu r e  of th e se  r e l a t i o n s h i p s .

In  summary, t h i s  p o r t i o n  of the  a n a l y s i s  has shown t h a t  

th e r e  i s  su p p o r t  fo r  the  f i v e  r e l a t i o n s h i p  development " s t a t e s "  

m odel. A f te r  th e  sample dyads were c a te g o r iz e d  by developm ent 

s t a t e ,  r e l a t i v e l y  few v e ry  s u c c e s s f u l  o r  c h r o n i c a l l y  f a i l i n g  

r e l a t i o n s h i p s  were fo u n d . R a t h e r , the  sample appeared  to c o n ta in  

a m ix tu re  of more m odera te  r e l a t i o n s h i p s ,  some doing w e l l ,  some 

s t a t i c ,  and some in  d i f f i c u l t y .  A number of re a so n s  were
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advanced to  e x p la in  t h i s  phenomenon. The c a t e g o r i z a t i o n  of dyads 

to s t a t e s  prov ided  some i n t e r e s t i n g  f in d in g s  r e g a rd in g  t im e .  For 

exam ple , many of the  " t ro u b le d "  r e l a t i o n s h i p s  were r e l a t i v e l y  

n e w ly - e s ta b l i s h e d .  However, the  p o t e n t i a l  fo r  t r o u b le  i s  n o t  

o n ly  th e  p r e r o g a t iv e  of more new ly-formed a s s o c i a t i o n s . I t  was 

a l s o  found t h a t  "growing" and " s t a t i c "  s t a t e s  can be e x p e r ie n c e d  

a t  a lm os t any tim e in  the  h i s t o r y  of the  r e l a t i o n s h i p .  A l l  i n  

a l l ,  w hile  th e  r e l a t i o n s h i p  development p ro c e ss  would i d e a l l y  be 

o r d e r l y  and p r o g r e s s iv e  over t im e ,  th e  s tu d y  f i n d i n g s  su g g e s t  

t h i s  i s  q u i t e  u n l i k e l y .

For the  manager invo lv ed  in  an M-D r e l a t i o n s h i p ,  a q u e s t i o n  

t h a t  might n a t u r a l l y  occur n e x t ,  i s :  How can I  en su re  t h a t  ou r

r e l a t i o n s h i p  i s  a growing one? A gain , t h i s  s tu d y  p ro v id e s  no 

c e r t a i n  answers to t h i s  type  of q u e s t io n .  I t  d o es ,  however, 

p o in t  to  f a c t o r s  c o r r e l a t e d  w ith  g row th , o r  t r o u b l e ,  o r  s t a t i c  

p erfo rm ance .  In f a c t ,  t h i s  i s  the  i s s u e  taken  up in  th e  n ex t  

s e c t i o n .

6 .4  MANUFACTURER -  OVERSEAS DISTRIBUTOR RELATIONSHIP 
CHARACTERISTICS AND DEVELOPMENT STATE

As in d i c a te d  above, th e  purpose  of t h i s  s e c t i o n  i s  to  

re -ex am in e  th e  l i n k  between the  M-D r e l a t i o n s h i p  and i t s  

p e rfo rm a n ce .  This  i s  u n d e r ta k en  f o r ,  l i k e  Ford (1 9 8 0 ) ,  i t  i s  

b e l ie v e d  t h a t  dyads t h a t  a re  in  d i f f e r e n t  s t a t e s  of r e l a t i o n s h i p  

developm ent w i l l  e x h i b i t  c o n t r a s t i n g  types  of r e l a t i o n s h i p .

Thus, a l i n k  i s  proposed h ere  between th e  developm ent s t a t e  of a 

d y ad ic  r e l a t i o n s h i p  and l e v e l s  of f o r m a l i z a t i o n ,  s t a n d a r d i z a t i o n ,  

r e c i p r o c i t y ,  i n t e n s i t y ,  and c o n f l i c t .  The a n a l y s i s  which fo l lo w s
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supp lem en ts  the  e a r l i e r  m a t e r i a l .  The c u r r e n t  a n a l y s i s  i s  

d i f f e r e n t  from t h a t  in  C hap te r  5 in  two s e n s e s .  F i r s t ,  by 

c o n s id e r in g  dyads in  v a r io u s  development s t a t e s ,  perfo rm ance  i s  

viewed in  a dynamic way. Second, by d e s c r ib in g  th e  r e l a t i o n s h i p s  

in  broad te rm s ,  the  a n a l y s i s  can be reg a rd ed  as m u l t i v a r i a t e .

I t  i s  w orth  r e s t a t i n g  t h a t  the  a s s o c i a t i o n  between th e  M-D 

r e l a t i o n s h i p  and i t s  perform ance i s  a to p ic  of some im p o r ta n c e .  

A part from any t h e o r e t i c a l  b e n e f i t ,  i t  i s  a p p a re n t  t h a t  much 

co u ld  be ga ined  m a n a g e r ia l ly  from a b e t t e r  u n d e rs ta n d in g  of t h i s  

l i n k .  C a u s a l i ty  canno t be d em onstra ted  h e r e ,  b u t  ev id en ce  of a 

s t r o n g  c o r r e l a t i o n  between c e r t a i n  r e l a t i o n s h i p  c h a r a c t e r i s t i c s  

and s u c c e s s f u l  perform ance may i n d i c a t e  d i r e c t i o n s  fo r  change . 

T hus , th e  move to  more i n t e n s e  r e l a t i o n s  might w e ll  h e lp  s a l e s  

g row th .  The p o t e n t i a l  fo r  " s t a t i c "  or " t ro u b le d "  s t a t e  dyads i s  

q u i t e  e v i d e n t .

In  t h i s  s e c t i o n ,  case  s t u d i e s  of s ix  of th e  s tu d y  dyads a r e  

p r e s e n te d .  A gain , i t  i s  the  m id d le -p e r io d  development s t a t e s  

t h a t  a re  em phasized -  two r e l a t i o n s h i p s  from each s t a t e  be ing  

s e l e c t e d  fo r  t r e a tm e n t .  The case  s tu d ie s  d e s c r ib e  the  p a s t ,  

p r e s e n t ,  and f u t u r e  as  seen  by th e  dyad members in v o lv e d .  The 

d i s c u s s i o n  b eg in s  by c o n s id e r in g  two "growing" s t a t e  dyads , 

fo l low ed  by th o se  in  " t r o u b le d "  and " s t a t i c "  c a t e g o r i e s .  Each 

c a se  s tu d y  b eg in s  w ith  a g e n e ra l  s ta te m e n t  about the  

r e l a t i o n s h i p ,  fo llow ed  by a d e s c r i p t i o n  of the  p e r c e p t io n s  of th e  

m a n u fa c tu re r  and d i s t r i b u t o r  re g a rd in g  th e  a s s o c i a t i o n .  At th e  

end of each developm ent s t a t e  s e c t i o n  an a t te m p t  i s  made to  

re v ie w  the  f i n d i n g s .  H ere ,  the  i d e n t i f i a b l e  c h a r a c t e r i s t i c s  o f
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M-D r e l a t i o n s h i p s  in  each p a r t i c u l a r  developm ent s t a t e  a r e  

summarized. In th e s e  s e c t i o n s ,  two new term s a re  in t ro d u c e d  

which seem p a r t i c u l a r l y  d e s c r i p t i v e  of some of the  r e l a t i o n s h i p s  

found. These a r e :  "commitment" and " a d a p ta t i o n " .  The

c o n n e c t io n  between th e se  term s and the r e l a t i o n s h i p  

c h a r a c t e r i s t i c s  c o n s id e re d  to  d a te  i s  d i s c u s s e d  in  the  f i n a l  p a r t  

o f  th e  c h a p te r .

6 .4 .1  "Growing" s t a t e  dyads

Of the  f iv e  dyads in  t h i s  c a te g o ry  -  Dyads 10, 11, 17, 18 

and 21 -  two a re  examined h e r e .  Dyad 10 i s  f a i r l y  r e c e n t l y  

formed and has shown b r i s k  s a l e s  grow th . Dyad 11 i s  

l o n g e r - e s t a b l i s h e d ,  has ex p e r ien ced  c o n s id e r a b le  d i f f i c u l t i e s ,  

b u t  i s  showing ev idence  of new su c c e s s ,

a )  Dyad 10

M anufac tu re r  (M) 10 i s  an independen t p roducer  of com m ercial 

and r e s i d e n t i a l  a i r - c o n d i t i o n i n g  equipm ent. I t  has s u b s t a n t i a l  

s a l e s  in  th e  North American m arket ach ieved  th rough  p r i v a t e - l a b e l  

p r o d u c t io n .  The f irm  was drawn in to  o v e rs e a s  m arke ting  when a 

tem porary  U.S. im port s u rc h a rg e  made the  company r e a l i z e  i t s  

v u l n e r a b i l i t y  in  t h a t  m a rk e t . Exports  to o th e r  m arke ts  began in  

1973, and by 1978 i t  was s e l l i n g  in  a l a r g e  number of c o u n t r i e s  

th ro u g h  60 d i s t r i b u t o r s .  The U.K. m arket was e n te re d  in  1973, 

even though i t s  m odera te  c l im a te  r u le s  out huge p o t e n t i a l .  S a le s  

have been handled  s in c e  t h a t  time by the  p r e s e n t  d i s t r i b u t o r  

(D). DIO i s  p a r t  of an o l d - e s t a b l i s h e d  group which d i v e r s i f i e d  

w id e ly  i n  th e  1970s. The company i s  in v o lv ed  w ith  r e f r i g e r a t i o n
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p ro d u c ts  and r e p r e s e n t s  th r e e  o v e rs e a s  p r i n c i p a l s .  D s e l l s  M’ s 

p ro d u c ts  th rough  a netw ork o f  70 d e a l e r s  who a re  q u a l i f i e d  to  

d e s ig n  and i n s t a l  a i r  c o n d i t io n in g  sy s tem s .

M’ s p e r c e p t io n s

At th e  time of th e  in t e r v ie w  i n  1978, M was v e ry  happy w ith  

i t s  r e l a t i o n s h i p  w ith  D. The E xport D i r e c t o r  s t a t e d ,  " b u s in e s s  

has grown w e l l ,  and th e y  a r e  j u s t  good p e o p le ."  I n i t i a l l y ,  M had 

s ea rch ed  fo r  a d i s t r i b u t o r  in  th e  U.K. which was w e l l - f i n a n c e d ,  

and whose management showed a p re p a re d n e ss  to work on an 

e x c l u s i v e  b a s i s  w ith  M’ s p r o d u c ts .  No form al l e g a l  agreem ent was 

s igned  w ith  D, a l th o u g h  a l e t t e r  of appo in tm ent was drawn up.

The a s s o c i a t i o n  between M and D has  proceeded in  a manner 

s a t i s f a c t o r y  to M, due in  l a rg e  p a r t  to s a l e s  hav ing  grown 15 

t im es  between 1973 and 1977.

W hile a number of problems have been e x p e r ie n c e d ,  

d is a g re e m e n ts  a re  n e i t h e r  f r e q u e n t  nor s e r i o u s .  Perhaps most 

p ro b le m a t ic  was th e  development of a s p e c i a l  a i r  c o n d i t io n in g  

u n i t  f o r  the  U.K. m a rk e t .  This  ev en t was a d e p a r tu r e  from M’ s 

normal p r a c t i c e  of s e l l i n g  s t a n d a rd iz e d  p ro d u c ts  around th e  

w o r ld .  The u n i t s  i n  q u e s t io n  were b u i l t  a t  the  r e q u e s t  of D to  

meet a s p e c i f i c  need in  th e  U.K. m a rk e t ,  bu t u n f o r tu n a t e ly  one 

component o f  th e  p ro d u c t  was p o o r ly  c o n s t r u c t e d .  M to o k  the  

m a lfu n c t io n in g  component back and paid  th e  r e t u r n  sh ip p in g  

c o s t s .  S u b se q u e n tly  M was p l e a s a n t l y  s u r p r i s e d  when D o f f e r e d  to 

s h a re  in  th e  c o s t s  of th e  d eb ac le  by ab so rb in g  the  inw ard 

s h ip p in g  c o s t s .  M agreed  to r e p la c e  the  d e f e c t i v e  components and



170

r e s h i p  th e se  to  D f o r  u l t im a te  s a l e .  M p o in te d  to  t h i s  example 

of how c o o p e ra t iv e n e s s  can h e lp  to b u i ld  a s o l id  r e l a t i o n s h i p .  

O ther problems t h a t  have been ex p e r ien ced  but r e s o l v e d ,  conce rn  

o rd e r in g  p ro ced u res  and sp a re  p a r t  s t o c k - l e v e l s .  In  each  c a s e ,  

D’s c a r e l e s s n e s s  has c r e a te d  a number of sm all  problem s fo r  M.

M f in d s  t h a t  D i s  doing a good p rom o tio n a l  and s e l l i n g  job 

w ith  i t s  p ro d u c ts .  M p ro v id e s  p rom otiona l  h e lp  to  D, i n  the  way 

of p ro d u c t  l i t e r a t u r e  and p h o to g rap h s ,  and h e lp s  w ith  e x h i b i t i o n  

c o s t s  when i n t e r n a t i o n a l  custom ers  a re  in  a t t e n d a n c e .  In  

a d d i t i o n ,  and d e s p i t e  th e  problems w ith  p re v io u s  " s p e c i a l "  

p ro d u c ts  f o r  the  U .K .,  D i s  a g a in  r e q u e s t in g  a new u n i t  t a i l o r e d  

f o r  i t s  m a rk e t .  I n i t i a l l y  M f e l t  th e r e  was i n s u f f i c i e n t  volume 

to  j u s t i f y  such an a c t i o n ,  bu t as  volume has grown, M has  found 

th e  p ro p o sa l  more f e a s i b l e .  The p roduc t r e q u e s t  shows M th a t  D 

has  i n i t i a t i v e  and i s  a g g r e s s iv e .

In  summary, M f in d s  h i s  U.K. s a l e s  have grown q u ic k ly  due to  

D’s s t ro n g  s a l e s  e f f o r t s  and a l s o  because  of two ho t summers in  

th e  U.K. (a  not i n s i g n i f i c a n t  f a c t o r ) .  In i n i t i a l  d i s c u s s io n s  

betw een the  two com pan ies , M to ld  D t h a t  i t  was seek ing  a p a r tn e r  

f o r  th e  "long h a u l . "  This  r e s u l t e d  from th e  s e r io u s  d e s i r e  of M 

to  a c h ie v e  good p e n e t r a t i o n  in  th e  U.K. m arke t over a p e r io d  of 

y e a r s .  This i s  be ing  a c h ie v e d .  In view of the  s a l e s  su c c e s s  and 

th e  good r e l a t i o n s h i p  t h a t  has been d e v e lo p e d , M se e s  no re a so n  

why he would have to r e p l a c e  D. In  f a c t ,  M p la n s  to  cement th e  

r e l a t i o n s h i p ,  and w i l l  c o n t in u e  to v i s i t  D f r e q u e n t l y  to  en su re  

c o n t in u e d  s u c c e s s .
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P ’ s p e r c e p t io n s

Like M, D i s  v e ry  happy w ith  th e  r e l a t i o n s h i p  t h a t  has 

developed  between th e  two com panies. A number of bad e x p e r ie n c e s  

w ith  p rev io u s  o v e rse a s  p r i n c i p a l s  meant t h a t  D was somewhat 

c a u t io u s  in  i t s  e a r l y  d e a l in g s  w ith  M. T his  a l s o  meant t h a t  D 

sought some form al d e c l a r a t i o n  of i n t e n t i o n s .  D p r e f e r r e d  an 

agreem ent because  i t  was unsure  of M, b o th  as a company and as to 

i t s  i n t e n t i o n s .  M, however, was no t p a r t i c u l a r l y  i n t e r e s t e d  i n  

e n t e r in g  in to  a w r i t t e n  agreem ent bu t d id  f i n a l l y  ag re e  to t h i s .

D f e e l s  t h a t  M's i n i t i a l  d i s i n t e r e s t  in  an agreem ent was 

e x p la in e d  by a d e s i r e  f o r  f l e x i b i l i t y ,  f o r  the  company was new 

b o th  to e x p o r t in g  and m ark e tin g  i t s  own b ra n d .

D f i n d s  t h a t  i t  has l i t t l e  in f lu e n c e  on p ro d u c t ,  p r i c i n g ,  

and d e l iv e r y  d e c i s i o n s ,  s in c e  the  volume so ld  to th e  U.K. i s  such 

a sm all p o r t i o n  of M’ s o v e r a l l  o u tp u t .  T h is  i s  no t a co m p la in t  

b u t sim ply  a r e a l i t y  t h a t  D has to f a c e .  The problems 

e x p e r ien ced  as a r e s u l t  of the  p o o r ly  c o n s t r u c te d  " s p e c ia l "  

p ro d u c t  were no ted  e a r l i e r .  D o f f e r e d  some a s s i s t a n c e  to M, 

s in c e  D f e l t  p a r t l y  im p l ic a te d  due to  th e  " s p e c ia l "  n a tu re  of 

t h e i r  p roduc t r e q u e s t .  The whole i n c i d e n t  r e s u l t e d  i n  18 months 

c o n fu s io n  fo r  D. F u r th e rm o re ,  th e r e  has been a d e la y  i n  th e  

shipm ent of th e  r e c o n s t r u c t e d  component. This  d e la y  has  meant 

t h a t  D has  c a r r i e d  a good q u a n t i ty  o f  u n f in i s h e d  s to c k  of M’ s 

p r o d u c ts ,  thus  adding  to i t s  c o s t s .  As w e l l ,  demand had f a l l e n  

away somewhat in  1978 due to a p o o re r  summer, f u r t h e r  adding to  

th e  in v e n to ry  b u rd en .  M has re c o g n iz e d  t h i s  s t a t e  and he lp ed  by 

p ro v id in g  3 months o f  e x t r a  c r e d i t  on th e  s to c k  in v o lv e d .  In
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a d d i t i o n  to  the  fa u l ty ,  p ro d u c t  problem , D i s  of th e  o p in io n  t h a t  

one or two o th e r  t e c h n i c a l  m a t te r s  shou ld  have been r e s o lv e d  more 

q u ic k ly  than  M managed.

On the  m a t te r  of p r i c e s ,  D f in d s  th e se  s a t i f a c t o r y .  Some 

problem s were faced  when exchange r a t e s  moved a g a i n s t  s t e r l i n g , 

b u t  M h e lp e d  D w ith  a tem porary  s u b s id y .  To D’ s mind, t h i s  

r e a f f i rm e d  M’s commitment to  a lo n g - te rm  r e l a t i o n s h i p ,  and 

c o n t r a s t e d  s t a r k l y  w ith  th e  la c k  of h e lp  o f f e r e d  by a n o th e r  o f  

D’ s o v e rs e a s  p r i n c i p a l s .  By the  summer of 1978, s t e r l i n g  had 

s t r e n g th e n e d  a g a i n s t  the  Canadian d o l l a r ,  and D had no c o m p la in t  

w i th  M’ s p r i c e s .

D e l iv e ry  has not been a problem a re a  fo r  D. I f  caugh t s h o r t  

o f  s to c k ,  D i s  a b le  to draw p ro d u c ts  o f f  M, s in c e  M m a n u fa c tu re s  

fo r  i n v e n to r y .  This  i s  j u s t  as w e l l ,  f o r  D s t a t e s  t h a t  th e  U.K. 

m arke t i s  v e ry  c o m p e t i t iv e  w ith  p r i c e  and d e l i v e r y  most 

c r i t i c a l .  While th e r e  i s  no form al r e p o r t i n g  system  e s t a b l i s h e d ,  

s a l e s  f o r e c a s t s  a re  r e q u i r e d  so t h a t  M can sch ed u le  p ro d u c t io n .

D se n se s  t h a t  M f in d s  some of t h e i r  f o r e c a s t s  c a u t i o u s ,  b u t  

p o in t s  a g a in  to the  r e s t r i c t e d  n a tu re  of demand in  the  U .K .,  

compared to  North American and t r o p i c a l  m a rk e ts .  C o n ta c ts  

between th e  two companies a r e  f r e q u e n t ,  M’ s Export D i r e c t o r  

v i s i t i n g  D about fo u r  t im es  a n n u a l ly .

O ther a r e a s  o f  in te r -co m p a n y  r e l a t i o n s  a re  s a t i s f a c t o r y  to 

D. G e n e ra l ly ,  D f in d s  M’s p ro d u c ts  to  be of e x c e l l e n t  q u a l i t y ,  

f o r  l i t t l e  w a rran ty  r e p a i r  work i s  n e c e s s a r y .  P rom otiona l 

a s s i s t a n c e  i s  a l s o  v a lu e d .  I f  t h e r e  i s  one v u ln e r a b le  p o in t  f o r  

D, i t  i s  t h a t  the  custom er i s  no t v e ry  aware of D a s  a company.
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T his  stems from the  f a c t  t h a t  i t  i s  M*s brand th a t  i s  being 

s t r e s s e d  in  s e l l i n g  o p e r a t io n s  th rough  i t s  d e a l e r s .  Here D must 

depend upon the  avowed i n t e n t i o n  of M to  deve lop  a lo n g - ru n  

r e l a t i o n s h i p ,  and th e  t r u s t  t h a t  has been b u i l t  in  the  f i v e  y ea r  

a s s o c i a t i o n .

D’s p la n s  fo r  th e  f u tu r e  in v o lv e  them in  moving away from a 

s t r i c t l y  d i s t r i b u t i n g  f u n c t i o n .  W hile never  being  ab le  to 

compete in  th e  volume a i r  c o n d i t io n in g  f i e l d ,  D f e e l s  i t  cou ld  

e s t a b l i s h  a  m edium -sized packaged system  to complement M’ s l i n e .  

M anufac tu r ing  and s e l l i n g  t h i s  type  of l i n e  i n  Europe i s  a 

company o b j e c t i v e ,  and D hopes to  conv ince  M t h a t  ex ten d in g  i t s  

t e r r i t o r y  to  cover  Europe would be a good id e a .  D b e l i e v e s  t h a t  

th e y  cou ld  deve lop  M’ s t r a d e  in  Europe in  the  same way th a t  they  

have in  t h e  U.K. In th e  summer o f  1978, D was v ery  happy w ith  

th e  a s s o c i a t i o n  because  "we can d i s c u s s  problem s and come to a 

m u tu a l ly  a c c e p ta b l e  d e c i s i o n . "  S a le s  were showing a good upward 

t r e n d ,  and D looked  forw ard to co n t in u ed  growth th rough  

p a r tn e r s h i p  w ith  M.

b ) Dyad 11

Mil i s  a p ro d u ce r  o f  vending machines and d ishw ash ing  

equ ipm en t.  M anufac tu re  of i t s  own brand of m ach inery  began in  

1949, and th e  f i r s t  o v e rse a s  m arket to be e n te r e d  was th e  U.K. i n  

1961. A d i s t r i b u t o r s h i p  was e s t a b l i s h e d  and s a l e s  developed  in  a 

s a t i s f a c t o r y  manner. In  1968 th e  d i s t r i b u t o r s h i p  changed hands 

when a p r i n c i p a l  of th e  o r i g i n a l  d i s t r i b u t i n g  company broke away 

to  s t a r t  h i s  own e n t e r p r i s e .  By 1976 a f i n a n c i a l  c r i s i s  in  t h i s  

second d i s t r i b u t o r s h i p  p r e c i p i t a t e d  a com plete  r e o r g a n i z a t i o n  in
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which M played  a major r o l e .  By 1978, M ex p o r te d  vending 

machines to c o n t i n e n t a l  Europe, th e  U .S .A . ,  t h r e e  o th e r  

c o u n t r i e s ,  and to the  U.K. D ll i s  the  o r g a n iz a t i o n  t h a t ,  w h ile  

d a t in g  back to  1968, was r e c o n s t i t u t e d  i n  1976. I t  e x c l u s i v e ly  

h an d le s  the  p ro d u c ts  o f  M, and s e l l s  th e s e  th ro u g h  about 30 

s u b - d i s t r i b u t o r s  in  th e  U.K. and E i r e .

M’ s p e rc e p t io n s  

In  1978 M was v e ry  happy w ith  the  tu rn a ro u n d  t h a t  D had 

managed in  th e  U.K., f o r  th e  s i t u a t i o n  j u s t  two y e a rs  b e fo re  had 

been v e ry  s e r i o u s .  B efo re  d e s c r ib in g  th e  e v e n ts  t h a t  led  to the  

c r i s i s ,  M’s approach  to  e x p o r t  m arke ts  i s  d i s c u s s e d .  Like many 

o th e r  Canadian companies m an u fac tu r in g  s p e c i a l i z e d  equ ipm ent,  in  

o rd e r  to  be s u c c e s s f u l  M r e q u i r e s  more volume th a n  th e  d o m est ic  

m arket o f f e r s .  R a ther  th an  moving in to  the  l o g i c a l  U .S. m a r k e t ,

M decided  to head f i r s t  f o r  Europe. The re a s o n in g  fo r  t h i s  was 

sound: M f e l t  t h a t  a t  t h i s  tim e i t s  p ro d u c ts  were not 

s o p h i s t i c a t e d  enough to  be s u c c e s s f u l  in  th e  U .S . ,  whereas th e y  

were advanced compared to European m a ch in es . M’ s approach  in  

ex p o r t  m arke ts  i s  to a p p o in t  d i s t r i b u t o r s  t h a t ,  i n  e f f e c t ,  become 

th e  m arke ting  departm en t f o r  M in  each o v e rs e a s  m a rk e t .  This  

in v o lv e s  d i s t r i b u t o r s  in  t o t a l  r e s p o n s i b i l i t y  fo r  m a rk e t in g ,  

s a le s  and d i s t r i b u t i o n .  Thus, M views i t s  own r e s p o n s i b i l i t i e s  

as  be ing  th o se  of d e s ig n  and p ro d u c t io n .  In  t h i s  s i t u a t i o n  th e  

in te rd e p e n d e n c e  of M and i t s  o v e rse a s  d i s t r i b u t o r s  i s  q u i t e  

a p p a re n t .  M e n t e r s  in t o  agreem ents  w ith  i t s  d i s t r i b u t o r s ,  b u t  

does t h i s  to e s t a b l i s h  an atm osphere  of commitment on bo th  s id e s
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r a t h e r  th a n  in  an e f f o r t  to  l e g a l l y  p r o t e c t  i t s  own i n t e r e s t s .  

Under th e  e x p o r t in g  arrangem ent d e s c r ib e d  above, M i s  p rep a red  to  

o f f e r  th e  maximum t e c h n ic a l  a s s i s t a n c e  to  i t s  d i s t r i b u t o r s .  One 

mark o f  t h i s  i s  v i s i b l e  in  th e  c o n s id e r a b le  p ro d u c t  m o d i f ic a t io n  

t h a t  i s  u n d e r ta k en  to  meet v a ry in g  m arket c o n d i t i o n s .

M c l e a r l y  has a w e l l - fo rm u la te d  approach  to e x p o r t in g .  

Superimposed upon th e  c l e a r  id e a s  about f u n c t i o n a l  

r e s p o n s i b i l t i e s  i s  a s t ro n g  commitment on M’s p a r t  to work 

c l o s e l y  w ith  the  d i s t r i b u t o r  to  develop  the  m a rk e t .  In d eed ,  

sometimes th e  c lo s e  method of  o p e r a t io n  and th e  f r i e n d l i n e s s  t h a t  

r e s u l t s ,  has made i t  d i f f i c u l t  to  take  tough b u s in e s s  d e c i s i o n s .  

This  was the  case  w ith  th e  second d i s t r i b u t o r  in  th e  U.K. The 

e v e n t s  le a d in g  to  th e  c r i s i s  s i t u a t i o n  in  1976 a r e  now 

h i g h l i g h t e d .

By the  e a r l y  197 0 ’ s M’ s p o s i t i o n  in  the  U.K. m arke t had been 

q u i t e  w e l l  e s t a b l i s h e d .  Then M allow ed m ark e tin g  c o n t r o l  to  s l i p  

i n t o  the  hands o f  the  d i s t r i b u t o r ,  who proved unab le  to handle  

i t .  M c la im s  fo u r  fundam enta l m is ta k e s  were made by t h i s  

company. F i r s t ,  th e  d i s t r i b u t o r  took  on a p ro d u c t from M th a t  

was u n s u i te d  to th e  U.K. m a rk e t ,  and b u i l t  up a s u b s t a n t i a l  

i n v e n to r y  t h a t  i t  was unab le  to move. A g r e a t  d e a l  of money 

became t i e d  up in  t h i s  u s e le s s  s to c k ,  bu t t h i s  was no t 

im m ed ia te ly  a p p a r e n t .  Second, th e  d i s t r i b u t o r  took  on a n o th e r  

l i n e  from M u n r e la te d  to  the  p rim ary  one. The new p roduc t r e a l l y  

r e q u i r e d  a s e p a r a t e  m arke ting  o r g a n iz a t i o n  t h a t  d id  not e x i s t .  

E f f o r t  and working c a p i t a l  had to be sp read  a c ro s s  bo th  l i n e s .  

T h i r d ,  th e  m arket a r e a  covered  was expanded, w ith  the
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same r e s u l t  -  th e  o r g a n iz a t i o n  was s t r e t c h e d  too t h i n l y  a c r o s s  a 

number of f r o n t s .  F o u r th ,  th e  d i s t r i b u t o r  d ec ided  to s t a r t  

add ing  o p t io n s  to  th e  equipment t h a t  was i t s  m ajor p ro d u c t  l i n e .  

This f u r t h e r  d im in ish ed  th e  e f f o r t s  going i n t o  m a rk e t in g ,  and 

in v e n to r y  a g a in  b u i l t  up a s  a r e s u l t .  M awakened to th e se  

problems s low ly  as  a cc o u n ts  were not s e t t l e d  by th e  d i s t r i b u t o r .  

F i n a l l y  M put i t s e l f  i n  a p o s i t i o n  to  i n s i s t  t h a t  changes were 

made. This was done th rough  p e r s o n a l  g u a ra n te e s  backed by 

c e r t a i n  c o l l a t e r a l  and a s s e t s .  A change in  management a t  the  

d i s t r i b u t o r  was r e q u e s te d  and M had a l a r g e  in p u t  d u r in g  th e  

r e s t r u c t u r i n g  p ro c e s s .

The le s s o n  le a rn e d  in  t h i s  in s t a n c e  by M was th a t  even 

though  the  d i s t r i b u t o r  might be made r e s p o n s ib l e  fo r  m a rk e t in g ,  

c o n t r o l  cannot be a llow ed to t o t a l l y  s l i p  away. This  does n o t  

mean t h a t  lo c a l  i n i t i a t i v e  i s  no t e n t e r t a i n e d ,  bu t t h a t  i t  should  

be a llow ed on ly  when i t  makes good s e n s e .  As the  in te rv ie w e e  a t  

M put i t , "  . . .  go ing  in  w ith  an i l l - c o n c e i v e d  p la n  and s im ply  

r e a c t i n g  to l o c a l  te rm s ,  c o n d i t i o n s ,  and poor ad v ice  can le ad  to  

f a i l u r e ,  and le a v e  you h o ld in g  a r a t h e r  u n p le a s a n t  b ag ."

A tu rn a ro u n d  has been ach ieved  s in c e  1976. M i s  s a t i s f i e d  

w i th  th e  r a t e  of p ro g re s s  b u t  d e s i r e s  a l a r g e r  sh a re  of th e  U.K. 

m a rk e t .  S trong c o n t r o l s  a re  e x e r te d  th rough  th e  s t i p u l a t i o n  t h a t  

D c a r r y  no com peting l i n e s  and com plete  w eekly  r e p o r t s  showing 

in v e n to r y ,  o r d e r s ,  and sh ip m e n ts .  The v a lu e  of c o n t r o l s  has  

p a i n f u l l y  been l e a r n e d .  F u r th e r  p e n e t r a t i o n  o f  th e  U.K. m arke t  

i s  a n t i c i p a t e d  th rough  th e  r e s t r u c t u r e d  D o r g a n i z a t i o n ,  and as  a
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r e s u l t  o f  more c a r e f u l  m atching of e x i s t i n g  and new p ro d u c ts  to

m arket re q u ire m e n ts  in  th e  U.K.

D’ s p e rc e p t io n s

The view of the  r e l a t i o n s h i p  r e p o r te d  by the  in t e r v ie w e e  a t  

D i s  a lm ost w holly  concerned  w ith  th e  two year  p e r io d  a f t e r  1976, 

a s  t h i s  d a te  i s  when he jo in e d  th e  company as Managing D i r e c t o r .

D found th e  o p e r a t io n s  in  com plete  d i s a r r a y  and has had to

v i r t u a l l y  re la u n c h  th e  brand in  the  U.K. m a rk e t .  This  was 

accom plished  th rough  heavy p rom otion  -  in  t r a d e  m a g az in e s ,  

e x h i b i t i o n s ,  and p r o d u c t - r e l a t e d  l i t e r a t u r e ;  t r a i n i n g  and 

c o n c e r te d  su p p o r t  fo r  s u b - d i s t r i b u t o r s ;  and a new l i n e  o f  

m ach in es .  The p re v io u s  management of D had done p r a c t i c a l l y  no 

p ro m o tio n a l  work so t h a t  M’ s name was s c a r c e l y  known in  th e  

i n d u s t r y .  F u r th e rm o re ,  th e  s u b - d i s t r i b u t o r s  t h a t  s e l l ,  i n s t a l l ,  

and s e r v ic e  the  m ach inery  had r e c e iv e d  l i t t l e  su p p o r t  o r  

g u id a n c e .

Two s e t s  o f  d e c i s i o n s  led  to  a new l i n e  of p ro d u c ts .  F i r s t ,  

c a b i n e t  r e d e s ig n  was a long  the  l i n e s  of the  machines being  

produced by M f o r  c o n t i n e n t a l  Europe. P rev io u s  to t h i s ,  th e  

U.K. c a b i n e t s  were th o se  so ld  in  N orth  A m erica, which the  new 

management o f  D found o ld - f a s h io n e d  in  a p p e a ra n c e .  Second, th e  

range  of p ro d u c ts  im ported  was reduced  from a v e ry  unw ie ldy  

l i s t i n g  co v e r in g  t h r e e  c a ta lo g u e  p ages ,  to one of s ix  b a s ic  

m a ch in es .  With th e  r e s u l t i n g  p ro d u c t  changes ,  and w ith  a 

d i f f e r e n t  approach  to th e  m ark e t ,  s a l e s  have grown q u ic k ly  ag a in  

a f t e r  a v e ry  poor p e r io d  le a d in g  up to  1976. In  f a c t ,  D c la im s
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m arket sh a re  has doubled between 1976 and 1978 to  around 10 

p e r c e n t .

The re la u n c h  su ccess  has le d  to th e  b u i ld in g  of a s t r o n g e r  

s u b - d i s t r i b u t o r  ne tw ork . Some of th e s e  f i rm s  a lm ost e x c l u s i v e ly  

s e l l  M’ s equipment now, w hereas b e fo re  they  c a r r i e d  more than  the  

one l i n e .  S u b - d i s t r i b u t o r s  have been won from o th e r  com peting 

n e tw o rk s .  B e t t e r  r e p o r t i n g  system s have a l s o  been e s t a b l i s h e d  by 

D. In  a d d i t i o n  to  r e p o r t s  r e q u i r e d  by M, D has i n i t i a t e d  a 

m onth ly  m arket r e p o r t  which p ro v id e s  a lo n g e r - t e rm  view of 

c o m p e t i t iv e  and m arket deve lopm en ts .  This  p ro v id e s  -  among o th e r  

th in g s  -  some le a d - t im e  fo r  M’ s " t a i l o r e d "  p ro d u c t io n  p r o c e s s .

In  a d d i t i o n ,  D p re p a re s  an annua l budget which he ta k e s  to Canada 

each autumn, and which e n a b le s  i n i t i a l  p ro d u c t io n  d e c i s i o n s  to be 

made.

Some b a rg a in in g  ta k e s  p la c e  between M and D, and "am icab le"  

d isag ree m en ts  a re  not uncommon. The b a rg a in in g  i s  m ain ly  about 

p r i c e s  -  M and D s e t t i n g  what each c o n s id e r  to be t h e i r  minimum 

s e l l i n g  and maximum p u rch ase  p r i c e s  r e s p e c t i v e l y .  A compromise 

i s  always re a c h e d .  D isagreem ents  have been e x p e r ien ced  in  the  

q u a l i t y  c o n t r o l ,  p roduc t t e s t i n g ,  and p ro d u c t  d e s ig n  a r e a s .  M i s  

sometimes u p se t  by comments made on q u a l i t y  c o n t r o l  r e p o r t s  which 

i t  r e c e iv e s  by m a i l .  D’s f e e l in g  i s  t h a t  M f in d s  i t  ha rd  to  

a c c e p t  th e se  c r i t i c i s m s  when the  U.K. i s  such a  sm a ll  p a r t  o f  M’ s 

o v e r a l l  o p e r a t io n .  However, D c la im s  t h a t  q u a l i t y  c o n t r o l  i s  

sometimes l a x ,  and t h a t  s t r i c t  h e a l t h  r e g u l a t i o n s  and s tro n g  

c o m p e t i t io n  in  th e  U.K. make th e s e  s l i p - u p s  p o t e n t i a l l y  

damaging. As a consequence ,  D now t e s t s  every  machine
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b e fo re  d e l i v e r y ,  a p r a c t i c e  t h a t  M p r e v io u s ly  d id  n o t  approve 

o f .  Some d e s ig n  m o d i f i c a t io n s  have been su g g es ted  by D to en ab le  

i t  to  s e l l  an in n o v a t iv e  p ro d u c t  in  the  U.K. I n i t i a l  re sp o n se s  

by M were n e g a t iv e  b u t  D has been ab le  to  show th e  m e r i t  o f  the  

c h a n g e s .

D works c l o s e l y  w ith  M -  much in fo rm a t io n  i s  exchanged, 

c o n t a c t s  a r e  f r e q u e n t ,  and p e r s o n a l  v i s i t s  a r e g u la r  o c c u r re n c e .

M i s  a  c l o s e l y  h e ld  f i rm ,  and D f in d s  them v e ry  f r i e n d l y  to  d e a l  

w i th .  The c l o s e ,  " fa m i ly "  n a tu r e  of the  c u r r e n t  r e l a t i o n s h i p  i s  

in d i c a te d  by t h r e e  r e c e n t  deve lopm en ts .  F i r s t ,  as  p a r t  of th e  

r e la u n c h  of  the  b r a n d , D produced a number of i tem s  in  matching 

l i v e r y  to b u i ld  the  image of M in  th e  U .K .,  e . g . ,  t i e s ,  

c u f f - l i n k s ,  d i a r i e s ,  s a l e s  a i d s .  The i tem s  have become so 

po p u la r  t h a t  th ey  have been adopted in  Canada, and D s h ip s  

c e r t a i n  i tem s  t h a t  cannot be sourced  in  Canada. Second, M i s  now 

f in a n c in g  th e  v i s i t s  o f  h igh  perfo rm ance  U.K. s u b - d i s t r i b u t o r s  to  

th e  Canadian p la n t  and N orth  American vending c o n v e n t io n .  T h i rd ,  

M’s d i s t r i b u t o r s  in  v a r io u s  l o c a t i o n s  a c t i v e l y  h e lp  each o th e r  

when they  run  in to  p rob lem s. Thus, D has  been o f f e r i n g  ad v ice  to 

th e  newly a p p o in te d  A u s t r a l i a n  d i s t r i b u t o r .  A community of 

i n t e r e s t s  i s  ev idenced  by th e se  a c t i v i t i e s .

D a s s e s s e s  th e  c u r r e n t  p o s i t i o n  f a v o u ra b ly ,  fo r  in  h i s  view 

th e  c o rn e r  has now been tu r n e d , and th e r e  i s  a c e r t a i n  im p a tie n c e  

to p ro g re s s  f u r t h e r .  Key p r i o r i t i e s  of D a re  th e  move to new 

p rem ises  which w i l l  a l lo w  f o r  more e f f i c i e n t  o p e r a t i o n s ,  and 

f u r t h e r  s a l e s  t r a i n i n g  of s u b - d i s t r i b u t o r s .  O v e r a l l ,  D p la n s  to
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go on im proving i t s  m ark e tin g  o f  a v e ry  sound p ie c e  of Canadian 

e q u ip m en t .

c )  Review

The key c h a r a c t e r i s t i c s  d i s c e r n i b l e  in  Dyads 10 and 11 a r e  

th o se  termed "commitment," and " a d a p t a t i o n . "  The p re se n c e  of 

th e s e  c h a r a c t e r i s t i c s  i s  shown by th e  fo l lo w in g  a t t i t u d e s  and 

a c t i v i t i e s  :

1. The s e a rc h  by MIO f o r  a d i s t r i b u t o r  t h a t  was i n t e r e s t e d  in

th e  "long  h au l"  r a t h e r  than  q u ick  p r o f i t s .

2 . The key r o l e  p layed  by Mil i n  th e  r e o r g a n i z a t i o n  o f  D ll

a f t e r  r e c o g n iz in g  the  l e t t e r ’s f i n a n c i a l  c r i s i s .

3 . The r e a d i n e s s  o f  MIO and Mil to  modify t h e i r  p ro d u c ts  to 

b e t t e r  s u i t  U.K. needs and p r e f e r e n c e s ,  and i n  re sp o n se  to  

r e q u e s t s  by t h e i r  d i s t r i b u t o r s .

4. The i n t e n s i t y  of c o n ta c t  and r e s o u rc e  exchange between th e  

dyad members, e . g . ,  v i s i t s ,  r e p o r t s ,  s u p p o r t  m a t e r i a l s ,  

p ro m o tio n a l  a c t i v i t i e s .

5. The f a c t  t h a t  b a rg a in in g  b eh a v io r  i s  no t of th e  "zero-sum "

k in d .  Thus, w orkable  and m u tu a l ly  s a t i s f a c t o r y  s o lu t i o n s  

were found to  the  d e f e c t i v e  component d e b a c le  in  Dyad 10, 

and p r i c e  n e g o t i a t i o n s  in  th e  case  o f  Dyad 11.

C o n cre te  ev id en ce  of a commitment to  e x p o r t in g / im p o r t in g  and 

to  developm ent of a good M-D r e l a t i o n s h i p  i s  p re s e n te d  in  th e s e  

two case  s t u d i e s .  Coupled w ith  such a commitment i s  the  

p re p a re d n e ss  o f  b o th  dyad members to make a d a p t io n s  to t h e i r  

i n t e r n a l  o p e r a t i o n s ,  so as to improve the  t r a d in g  p o t e n t i a l  of



181

th e  M-D a s s o c i a t i o n .  W ith th e se  comments in  m ind, th e  d i s c u s s io n  

now tu r n s  to a n a l y s i s  o f  two c a se s  r e p r e s e n t a t i v e  o f  th e  

" t r o u b le d "  development s t a t e .

6 .4 .2  "T roub led"  s t a t e  dyads 

Seven dyads were c a t e g o r iz e d  in  t h i s  s t a t e  -  Dyads 4 , 6, 8 , 

9 , 15, 16 , and 20 . Two of th e se  dyads a r e  examined h e r e .  Dyad 4 

i s  one t h a t  has growing s a l e s  b u t  i n t e r o r g a n i z a t i o n a l  p roblem s. 

Dyad 6 i s  more r e c e n t  t h a t  Dyad 4 ,  has d e c l in in g  s a l e s ,  and i s  

th r e a te n e d  by imminent t e rm in a t io n ,

a )  Dyad 4

M4 i s  a sm all  p ro d u cer  of p r e c i s i o n  s c i e n t i f i c  in s t r u m e n t s ,  

which i t  s e l l s  in  a l a r g e  number of o v e rs e a s  m a rk e ts ,  as w e l l  as 

in  North  America. The company a p p o in te d  D4 i t s  d i s t r i b u t o r  in  

th e  U.K. a f t e r  u s ing  a n o th e r  fo r  a number of y e a r s .  D4 i s  a 

l o n g - e s t a b l i s h e d  e l e c t r o n i c  in s t ru m e n t  im p o r te r ,  which r e p r e s e n t s  

some 15 o v e r s e a s  m a n u fa c tu re r s ,  and forms p a r t  of a  sm all 

fam ily-ow ned group o f  com panies .

D’ s p e rc e p t io n s  

The d i s c u s s i o n  b eg in s  by examining D’s a s se s sm en t  of the  

n a tu r e  o f  th e  r e l a t i o n s h i p ,  and changes t h a t  have tak en  p la c e  

over th e  11 y e a r s  of a s s o c i a t i o n .  By 1978, what had been a c lo se  

and rew ard ing  a s s o c i a t i o n ,  had tu rn ed  i n t o  one f r a u g h t  w ith  

d i f f i c u l t y  fo r  D. One p a r t i c u l a r  even t had p r e c i p i t a t e d  t h i s  

s t a t e  of a f f a i r s .  In  l a t e  1977, two e x e c u t iv e s  t h a t  D a lm ost 

e x c l u s i v e l y  d e a l t  w ith  were k i l l e d  in  an a e ro p la n e  a c c i d e n t .  The
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P r e s i d e n t  and V ic e - P r e s id e n t  of M arketing  had been the  

i n t e r n a t i o n a l  "am bassadors" of th e  company. In a d d i t i o n  to be ing  

b u s in e s s  a s s o c i a t e s  of D, th e y  had become c lo s e  p e r s o n a l  

f r i e n d s .  The t r a g i c  a c c id e n t  c r e a te d  a management s u c c e s s io n  

c r i s i s  in  M, and t h i s  meant t h a t  i n t e r n a t i o n a l  o p e r a t io n s  were 

somewhat ig n o re d .  A lthough M had an Export S a le s  Manager, t h i s  

p e rso n  had on ly  been w ith  th e  company f o r  a few months and was 

e f f e c t i v e l y  s t i l l  in  t r a i n i n g .  In th e  a f te r m a th  of th e  a c c id e n t ,  

D f in d s  t h a t  t h e r e  i s  a vo id  in  M's i n t e r n a t i o n a l  a c t i v i t i e s  t h a t  

i s  no t be ing  e f f e c t i v e l y  f i l l e d .  A lthough th e  Export S a le s  

Manager i s  cap a b le  of doing a good j o b , he i s  den ied  the  

a u t h o r i t y  to  make what a re  im p o r ta n t  and n e c e s s a ry  d e c i s i o n s .

W hile  the  lo s s  of th e  two top  e x e c u t iv e s  p r e c i p i t a t e d  the  

s i t u a t i o n  D f in d s  i t s e l f  i n ,  problems had been d e v e lo p in g  fo r  a 

number of y e a r s .  To some e x t e n t ,  th e s e  d i f f i c u l t i e s  r e s u l t  from 

D’s view of h i s  r o l e  as d i s t r i b u t o r .  S p e c i f i c a l l y ,  D p r e f e r s  to  

work c l o s e l y  and p e r s o n a l l y  w ith  th o se  p r i n c i p a l s  r e p r e s e n t e d .  

This means o f f e r in g  adv ice  on t h e i r  app roach  to th e  m a rk e t ,  which 

in c lu d e s  new p ro d u c t  development and p ro d u c t  m o d i f i c a t io n  f o r  the  

U.K. T h is  r o le - c o n c e p t  was acc ep ted  by M i n i t i a l l y ,  b u t  as M’ s 

o r g a n i z a t i o n  has grown, and w ith  th e  ad v en t of new p e r s o n n e l ,  

a d v ic e  and com m unications of t h i s  k ind  appear  to have b ro u g h t  

r e s e n tm e n t .

In  g e n e r a l ,  D f in d s  M r e l a t i v e l y  u n s o p h i s t i c a t e d  in  i t s  

i n t e r n a t i o n a l  d e a l in g s  and l e v e l s  th e  fo l lo w in g  c r i t i c i s m s  a t  M:

1. Poor q u a l i t y ,  in a c c u r a te  and o u td a te d  p ro d u c t  

l i t e r a t u r e
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2. Lack of a p p r e c i a t i o n  o f  the  buying p ro c e ss  i n  the  U.K.

3. Slow and i n a c c u r a t e  re sp o n se  to com m unications

4 . F a i l u r e  to a p p r e c i a t e  t h a t  D has to  i n s p e c t  p ro d u c ts  

b e fo re  d e l iv e r y  due to l i a b i l i t y  under H e a l th  and 

S a fe ty  a t  Work l e g i s l a t i o n

5. F a i l u r e  to  in form  o f d e l i v e r y  d e la y s

6. S h o r t s ig h te d  damaged d e l i v e r y  p o l i c i e s

7. F a i l u r e  to hold p r i c e s  and o f f e r  v a lu e - fo r -m o n e y  

p ro d u c ts

8. Acute s e n s i t i v i t y  to s e r v ic e  and q u a l i t y  c o n t r o l  

c r i t i c i s m s

While D f e e l s  t h a t  i t  can he lp  M by o f f e r in g  c o n s t r u c t i v e  

comments on v a r io u s  a s p e c t s  of H’ s o p e r a t i o n s ,  th e s e  comments a re  

i n c r e a s i n g l y  viewed w ith  s c o rn .  The s i t u a t i o n  i s  b e s t  

i l l u s t r a t e d  by developm ents  in  one of th e  p ro d u c t  l i n e s  c a r r i e d  

by D.

M t r a n s f e r r e d  the  tech n o lo g y  from a s u c c e s s f u l  a p p l i c a t i o n  

a re a  to a  new measurement f i e l d  and ex p ec ted  D to c a r r y  th e  new 

l i n e .  D d id  not want to do t h i s  s in c e  custom ers  fo r  the  new l i n e  

were n o t  a t  a l l  s i m i l a r  to  th o se  a l r e a d y  c u l t i v a t e d ,  and th e  

back-up  s e r v i c e  r e q u i r e d  fo r  the  new l i n e  was e n t i r e l y  d i f f e r e n t  

from t h a t  a l r e a d y  p rov ided  fo r  th e  e x i s t i n g  l i n e .  A lthough 

a n o th e r  r e p r e s e n t a t i v e  was recommended by D to  M, and the  l i n e  

was s h i f t e d  fo r  a w h i le ,  D r e l u c t a n t l y  acc ep ted  i t  back a f t e r  

t h a t  change f a i l e d .  D does no t want to  s e l l  the  l i n e  as i t  f e e l s  

unab le  to  do th e  job w e l l .  F u r th e rm o re ,  t h i s  o p e r a t io n  d r a i n s  

p r o f i t s  and harms D 's  r e p u t a t i o n  in  i t s  more t r a d i t i o n a l  f i e l d .
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Yet w hile  D would l i k e  to drop  th e  new p ro d u c t  l i n e ,  he w o r r ie s  

t h a t  M might want d i s t r i b u t o r s  to  c a r r y  i t s  e n t i r e  p ro d u c t l i n e  

i n  each m a rk e t .  This example i l l u s t r a t e s  one c r i t i c i s m  of D’ s ,  

namely t h a t  in n o v a t io n  a t  M i s  too much " l a b o r a t o r y - l e d " ,  w ith o u t  

ad eq u a te  c o n s id e r a t io n  of commercial m a t t e r s .

In summary, D has s t ro n g  p e r s o n a l  and s e n t im e n ta l  f e e l i n g s  

f o r  M as a company, b u t  f in d s  t h a t  as  each year  p a s s e s  the  c o s t  

of h a n d l in g  M’s p ro d u c ts  grow s, w hile  th e  q u a l i t y  of M’ s 

p rem ium -priced  in s t ru m e n ts  and s e r v i c e  d e c l i n e s .  Comments made 

by D which a re  in te n d e d  to  be o f  h e lp  r e s u l t  in  h u r t  f e e l i n g s  a t  

M. Problems a re  i n c r e a s i n g l y  ig n o red  and the  c o s t  of p u t t in g  

th e s e  th in g s  r i g h t  absorbed  by D. These c o s t s  canno t be ab so rbed  

f o r e v e r ,  so t h a t  D may w e ll  have to  look  a t  o th e r  p r i n c i p a l s  as  

p o t e n t i a l  rep la c e m e n ts  fo r  M. I d e a l l y ,  however, D would l i k e  to  

d rop  the  new p ro d u c t  l i n e  and r e b u i l d  the  " b r id g e s "  t h a t  used to 

e x i s t .  D would l i k e  to  r e t u r n  to th e  in t im a te  and h e l p f u l  

r e l a t i o n s h i p  t h a t  once e x i s t e d ,  bu t sen ses  t h a t  M w ants to 

o p e r a te  in  a more form al and d i s t a n t  "buy and s e l l "  m anner.

M’ s p e r c e p t io n s

The in te rv ie w e e  was the  E xport S a le s  Manager (ESM) who had 

been ap p o in te d  s e v e r a l  months b e fo re  th e  a e ro p la n e  a c c i d e n t .  To 

some e x t e n t  the  p e r c e p t io n  D h as  of the  r e l a t i o n s h i p  i s  

c o r r o b o r a te d  by ESM. This  i s  i n t e r e s t i n g  i n  view of th e  long  

l i s t i n g  o f  M’ s f a i l i n g s  c i t e d  by D. However, th e  agreem ent i s  

no t w ho lly  s u r p r i s i n g  -  ESM i s  v e ry  c r i t i c a l  o f  h i s  own 

o r g a n i z a t i o n .  A f te r  j u s t  t h r e e  months ESM had sensed  a d i s t i n c t
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l a c k  of  any form al b u s in e s s  p la n n in g  o r  s t r a t e g y  developm ent 

w i th in  M. This had been a d m itted  by h i s  s u p e r i o r ,  th e  l a t e  Vice 

P r e s id e n t  of M arketing .

The e a r l y  y e a rs  in  th e  com pany's h i s t o r y  had in v o lv e d  

co m m erc ia liz in g  r e s e a r c h  p io n e e re d  in  a government a g e n c y 's  

l a b o r a t o r y ,  and s e l l i n g  the  r e s u l t i n g  p ro d u c ts  in  world  m a rk e ts .  

The company has been s u c c e s s f u l  in  t h a t  o v e rs e a s  s a l e s  accoun ted  

fo r  40 p e rc e n t  of t o t a l  s a l e s  i n  1978. However, th e  s t r u c t u r e  

and a c t i v i t i e s  t h a t  sup p o r ted  th e se  s a l e s  were no t beyond 

r e p ro a c h .  ESM p o in te d  to a number of problem a r e a s .  F i r s t ,  

a l th o u g h  a l a r g e  number of d i s t r i b u t o r s  and a g e n ts  had been 

e s t a b l i s h e d  o v e r s e a s ,  th e  V ice P r e s id e n t  had a c a v a l i e r  a t t i t u d e  

to  many of  th e se  r e p r e s e n t a t i v e s ,  f e e l i n g  them unworthy o f  v i s i t s  

or com m unica tions . D e sp i te  demeaning t h e i r  a b i l i t i e s  and 

perform ance in  t h i s  m anner, th e se  r e p r e s e n t a t i v e s  were not 

r e p la c e d .  Second, a d m in i s t r a t i v e  p ro ced u re s  were i l l - d e v e l o p e d  

f o r  d e a l in g  w i th  e x p o r t  a c t i v i t é s :  b o o k -k eep in g ,  r e c o r d s ,  and

communications system s were poor.  T h i rd ,  th e  company had no 

u p - to - d a t e  p ro d u c t  l i t e r a t u r e  o r  s a l e s  to o l s  f o r  o v e r s e a s  

r e p r e s e n t a t i v e s .  In s h o r t ,  em phasis in  th e  o v e rse a s  o p e r a t io n s  

had been p laced  on g a in in g  exposure  and s a l e s ,  b u t  an ad eq u a te  

s t r u c t u r e  was no t developed  to manage th e  growing i n t e r n a t i o n a l  

b u s in e s s  e f f e c t i v e l y .  The in d ep en d en t a s s e s sm e n ts  of the  

r e l a t i o n s h i p  by D and ESM show many p a r a l l e l s ,  le n d in g  c red e n ce  

to  many of  D 's  c r i t i c i s m s .

Having been concerned  m ostly  w ith  th e  p a s t  th u s  f a r ,  th e  

c u r r e n t  and f u tu r e  views of ESM a r e  now p r e s e n te d .  The f i r s t
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p o in t  to be made i s  t h a t  ESM f in d s  D th e  b e s t  of M's 

r e p r e s e n t a t i v e s ,  and goes f u r t h e r  c la im in g  t h a t  D has  been th e  

" f a t h e r "  of M's o v e rs e a s  o p e r a t i o n s .  In  view of D 's  co n t in u e d  

im portance  to M, ESM's r e c e n c y ,  and M's la c k  of a d m i n i s t r a t i v e  

c o n t r o l  of i t s  i n t e r n a t i o n a l  b u s in e s s ,  i t  i s  pe rhaps  u n s u r p r i s in g  

t h a t  ESM found h im s e lf  in  a p o s i t i o n  o f  some h u m i l i t y  i n  h i s  

d e a l in g s  w ith  D i n  1978. ESM was v e ry  conc ious  of th e  need fo r  

c a u t io n  u n t i l  M's p o s i t i o n  was s t r o n g e r .  In t h i s  c o n n e c t io n  ESM 

was a t te m p t in g  to develop  p o l i c y  and s t r a t e g y ,  b u t  f in d in g  

p ro g re s s  slow w i th in  h i s  o r g a n i z a t i o n .

Like D, ESM i s  anx ious  to  r e b u i l d  the  o ld  b r id g e s .  Two 

q u ick  v i s i t s  were made to th e  U.K. a f t e r  th e  a c c id e n t  to  h e lp  th e  

r e l a t i o n s h i p  over t h a t  d i f f i c u l t  t im e .  However, ESM s u f f e r s  

because  he i s  a m ark e tin g  person  in  an o r g a n iz a t i o n  t h a t  has a 

s c i e n t i f i c / e n g i n e e r i n g  o u t lo o k .  In  t h i s  s i t u a t i o n  he i s  t r u l y  

"e x p o sed ."  W ith in  the  f i rm ,  ESM had heard  n e g a t iv e  comments 

about o v e rs e a s  d i s t r i b u t o r s ,  b o th  r e g a rd in g  the  way th e y  o p e ra te  

and th e  m arg ins  th e y  e n jo y .  ESM has argued  t h a t  M's m arg ins  on 

th e  p ro d u c ts  i t  d i s t r i b u t e s  a re  in  many c a se s  h ig h e r  than  those  

en joyed by t h e i r  own o v e rse a s  d i s t r i b u t o r s .  This  r e v e l a t i o n  came 

as  a  s u r p r i s e  to some in  M -  th e  com parison  be ing  one t h a t  had 

never o c cu r red  to  them. Again t h i s  in fo rm a t io n  le n d s  c r e d i b i l i t y  

to  a number of D 's  comments co n ce rn in g  M.

ESM's o v e r a l l  a s se ssm en t  of h i s  own company i s  t h a t  a 

r e a s o n a b le  l e v e l  of p r o f i t  had been earned  in  the  p a s t ,  m o s t ly  

because  demand fo r  i t s  p ro d u c ts  was p r i c e  i n e l a s t i c .  However, he 

sensed  a c e r t a i n  p r i c e  r e s i s t a n c e  in  1978, f o r  a l th o u g h  the
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i n s t ru m e n ts  a re  the  " R o lls  Royce" of th e  t r a d e ,  b e t t e r  v a lu e  

a l t e r n a t i v e s  e x i s t e d  a t  somewhat low er l e v e l s  of p r e c i s i o n .

S ince much of the  buying i s  by government o r  q u a s i-g o v e rn m e n ta l  

o r g a n iz a t i o n s ,  and g iv en  budget cu tb a c k s  in  many c o u n t r i e s ,  t h i s  

premium q u a l i t y / p r i c e  s t r a t e g y  may le a v e  M v u l n e r a b l e .  M's 

b u s in e s s  can be d e f in e d  th e n ,  as  be ing  in  the  h igh  p r e c i s i o n ,  low 

s a l e s  volume, narrow  m arke t segment o f  the  in s t ru m e n ts  b u s in e s s .  

I t s  b u s in e s s  development p la n  in v o lv e s  t r a n s f e r r i n g  th e  

t r a d i t i o n a l  (and D c la im s  o u td a te d )  te c h n o lo g y  to  new a p p l i c a t i o n  

a r e a s .  ESM u n d e rs ta n d s  D 's  wish to  g iv e  up th e  new p roduc t l i n e  

and see s  t h a t  t h i s  may be r e p e a te d  in  o th e r  c o u n t r i e s .  T h is  w i l l  

be a c o n t in u in g  problem as M deve lops  new a p p l i c a t i o n s  fo r  i t s  

base  te c h n o lo g y ,  because  the  new m arke ts  may no t a l l  be b e s t  

served  th rough  th e  e x i s t i n g  d i s t r i b u t o r .  This  b r in g s  a f r e s h  

a d m i n i s t r a t i v e  problem fo r  ESM (and M) to  s o lv e .

As to th e  r e l a t i o n s h i p  w ith  D, ESM p la n s  to s e a rc h  fo r  

a n o th e r  d i s t r i b u t o r  to hand le  the  new p ro d u c t  l i n e .  ESM w ants to 

h e lp  D because  he re c o g n iz e s  t h a t  i t  would be v e ry  hard  to  

r e p la c e  him. Hopes fo r  M l i e  w ith  f in d in g  a n o th e r  d i s t r i b u t o r  

fo r  the  new p ro d u c t  l i n e ,  la u n ch in g  new p ro d u c ts  which o f f e r  

f r e s h  s a le s  p o t e n t i a l  w i th in  D 's  e x i s t i n g  custom er b a s e ,  and 

g e n e r a l ly  im proving i t s  perform ance and s e r v ic in g  o f  D.

b) Dyad 6

M6 i s  a sm all  bu t q u ic k ly  growing m a n u fa c tu re r  of au to  

c o l l i s i o n  r e p a i r  equipment s e l l i n g  in  30 c o u n t r i e s  around the 

w orld .  The U.S. and o v e rse a s  m arke ts  accoun t fo r  abou t 40 

p e rc e n t  and 25 p e r c e n t  of s a l e s  r e s p e c t i v e l y .  D6 was ap p o in ted
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U.K. d i s t r i b u t o r  f i v e  y e a rs  p r i o r  to 1978. T h is  f irm  i s  a v e ry  

s m a l l - s c a l e  d i s t r i b u t o r  of a number o f  p roduc t  l i n e s  used in  th e  

au to  body r e p a i r  m a rk e t ,  about 60 p e r c e n t  o f  i t s  s a l e s  r e s u l t i n g  

from im ported  p r o d u c ts .  Both companies a re  owned by t h e i r  

r e s p e c t i v e  c h i e f  e x e c u t iv e s .

M's p e r c e p t io n s

M's U.K. s a l e s  had been in  d e c l in e  fo r  t h r e e  y e a r s ,  and 

because  e x e c u t iv e s  f e l t  th e  blame la y  a t  the  door of i t s  

d i s t r i b u t o r ,  a  rep la cem e n t  was be ing  sought in  th e  summer of  

1978. M's management f e l t  q u i t e  s t r o n g ly  t h a t  the  s a l e s  slump 

was due to  D 's  m a rk e tin g  p r a c t i c e s .  Low s e l l i n g  p r i c e s  and 

minimal p rom otion  were seen as a r e a s  o f  w eakness. Comparisons 

showed t h a t  lower p r i c e s  were be ing  charged  fo r  M's p ro d u c ts  in  

the  U.K. th an  in  Canada, even though th e  U.K. p r i c e  had to cover  

the  e x t r a  c o s t s  of moving th e  equipm ent a c ro s s  th e  A t l a n t i c .  

Because U.K. p r i c e s  were too low, th e  agrument w ent,  D was a b le  

to do v e ry  l i t t l e  p ro m o tio n a l  work in  th e  U.K. m a rk e t .  Thus, 

p r i c i n g  and prom otion  were seen  to be a t  the  r o o t  of th e  U.K. 

s a l e s  problem . M re g a rd e d  th e  U.K. as  p r e s e n t in g  s i g n i f i c a n t  

untapped p o t e n t i a l  f o r  i t s  p ro d u c ts ,  u s in g  N orth  American m arket 

in fo rm a t io n  to a r r i v e  a t  t h i s  judgem en t.  I n t e r e s t i n g l y ,  D had 

q u i t e  d i f f e r e n t  views about m arket p o t e n t i a l ,  p r i c i n g  and 

prom otion .

These problem s have led  M to seek  an a l t e r n a t e  method fo r  

p e n e t r a t i n g  th e  U.K. m a rk e t .  M has no form al agreem ent w ith  D, 

having s im ply  a u th o r iz e d  D in  a l e t t e r  to be i t s  d i s t r i b u t o r  in
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th e  U.K. "as  long as s a l e s  a r e  s a t i s f a c t o r y . "  M has been open 

about t h i s  sea rch  fo r  a r e p la c e m e n t .  At th e  tim e of th e  

i n t e r v i e w ,  M was n e g o t i a t i n g  a j o i n t - v e n t u r e  a rrangem en t w ith  a 

l a r g e r  f irm  th a n  D. M i s  anx ious  fo r  b e t t e r  s a l e s  in  th e  U .K .,  

and f e e l s  t h a t  a j o i n t - v e n t u r e  w ith  a l a r g e r  company w i l l  a l lo w  

them to be more c o m p e t i t iv e ,  as  w e l l  as  p ro v id in g  scope to  

d ev e lo p  and cover the m arket f u r t h e r .

P ' s  p e r c e p t io n s

D r e a d i l y  adm its  t h a t  U.K. s a l e s  a re  d i s a p p o i n t i n g .

However, in  D’s view  t h i s  i s  l a r g e l y  of M’ s own making. Two 

c r i t i c i s m s  a re  l e v e l l e d  a t  M's approach  to  th e  U.K. m a rk e t :

1. M does not f u l l y  a p p r e c i a t e  the  d i f f e r e n c e s  betw een the 

North American and European m arke ts  fo r  c o l l i s i o n  

r e p a i r  equ ipm ent,  i . e . ,  t h a t  d i f f e r e n t  au to m o b ile  

c o n s t r u c t i o n  methods mean t h a t  d i f f e r e n t  r e p a i r  

equipm ent i s  r e q u i r e d

2. M’s p r i c in g  s t r u c t u r e  i s  wrong f o r  Europe and 

e s p e c i a l l y  so fo r  th e  U.K.

Thus, D e x p la in s  th e  U.K. s a l e s  slump in  term s of 

u n r e a l i s t i c  p r i c e  l e v e l s  s e t  by M, and i t s  equ ipm ent,  which i s  

somewhat i n a p p r o p r i a t e  fo r  th e  European m a rk e t .  Why th e n ,  d id  

s a l e s  blossom in  th e  f i r s t  two y ea rs  o f  th e  a s s o c i a t i o n ?  D 

e x p la in s  the  two s u c c e s s f u l  y e a rs  as  f o l lo w s .  F i r s t ,  th e  

p ro d u c ts  were new and of i n t e r e s t .  Second, and more im p o r ta n t ly ,  

th e  e x p e r t i s e  of D’s o r g a n iz a t i o n  made s a l e s  p o s s i b l e .  Much 

p ro m o tio n a l  work was c a r r i e d  out by D’ s t e c h n i c a l l y  q u a l i f i e d
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s t a f f ,  who v i s i t e d  g a rag e s  in  a t r u c k  equipped to d e m o n s t ra te  the  

v e h i c l e  s t r a i g h t e n i n g  c a p a b i l i t i e s  of M's p ro d u c t .  These proved 

to  be e f f e c t i v e  p rom otiona l v i s i t s .  On the  o th e r  hand , such 

p ro m o tio n a l  e f f o r t s  were a l s o  c o s t l y .  Over tim e D found i t  more 

and more d i f f i c u l t  to f in a n c e  the  v i s i t s  because  i t s  p r o f i t  

m argin  was s h a rp ly  e ro d ed .  This was a p a r t i c u l a r l y  a c u te  problem 

in  1977 when s t e r l i n g  weakened a g a in s t  the  Canadian d o l l a r .

During t h i s  p e r io d ,  D 's  b u s in e s s  w ith  M was s c a r c e l y  p r o f i t a b l e ;  

th e  h ig h e r  pu rchase  p r i c e  moving p e r i l o u s l y  c lo s e  to the  

" s e n s i b l e "  s e l l i n g  p r i c e  i t  sought to  m a in ta in  so as  to rem ain  

c o m p e t i t iv e .  M o f f e r e d  a sm all  p r i c e  r e d u c t io n  f o r  p a r t  of t h i s  

p e r io d ,  so t h a t  D 's  b u s in e s s  might no t s u f f e r  too d r a m a t i c a l l y .

The r e l a t i o n s h i p  between D and M had been v e ry  h e l p f u l  i n  

th e  e a r l y  d ay s .  D 's  c r e d i t  was extended  from 30 to  90 d ay s ,  

a l lo w in g  him to improve h i s  cash  f lo w s . P ro m o tio n a l  a s s i s t a n c e  

was o f f e r e d ,  bo th  fo r  e x h i b i t i o n  c o s t s  and th rough  th e  p ro v i s io n  

o f  p ro d u c t  l i t e r a t u r e .  S im i l a r l y ,  D had helped  M by d i s c u s s in g  

changes t h a t  were ta k in g  p la c e  in  au tom ob ile  r e p a i r s  in  Europe. 

T h is  no t o n ly  he lped  M to  th in k  about s p e c i a l  European equ ipm en t,  

b u t  o f f e r e d  p o t e n t i a l  to M i n  North America as  c o n s t r u c t i o n  

methods th e r e  moved tow ards th o se  of Europe . D does no t d i s p u te  

the  q u a l i t y  of M's equipm ent, in  f a c t  he c la im s  i t  i s  th e  b e s t  

a v a i l a b l e .  What i s  c r i t i c i z e d ,  however, i s  a p r i c e  l e v e l  th r e e  

to  fo u r  tim es th o se  of more b a s ic  p ro d u c ts .  D sees  no o th e r  

b u s in e s s  a rrangem en t o f f e r in g  M the  p o s s i b i l i t y  o f  b e t t e r  

b u s in e s s  in  t h e  U.K.
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As to  the  f u t u r e ,  D 's  p r o p r i e t o r  was o f f e r e d  a job  w ith  the  

f i rm  t h a t  M i s  in  n e g o t i a t i o n  w i th ,  b u t  t h i s  was r e f u s e d .  D f e l t  

t h a t  t h i s  new company re c o g n iz e d  th ey  needed D 's  e x p e r t i s e  to 

make the  arrangem ent w ith  M work. At th e  tim e of th e  in t e r v ie w  

w ith  D, th e  exchange r a t e  had moved back c o n s id e r a b ly  (from  

£1*$1.80 to  £ 1 » $ 2 .2 0 ) ,  b r in g in g  some f r e s h  hope to  D. The 

company planned to  promote M's p ro d u c ts  a g a in  a t  th e  1978 Motor 

Show, bu t s t i l l  f e l t  p r i c e s  were r e a l l y  too h ig h .  F i n a l l y ,  D was 

o f  th e  o p in io n  (w rongly  as  e v e n ts  a c t u a l l y  t r a n s p i r e d )  t h a t  the  

Canadian d o l l a r  would move back to around th e  £1=»$2.00 l e v e l .  

Thus, i n  th e  summer o f  1978, D c a r r i e d  a d i v e r s i f i e d  p ro d u c t  l i n e  

because  i t  d id  no t look  to  M's p ro d u c ts  fo r  much in  th e  way of 

f u t u r e  p r o f i t s ,

c )  Review

The two case  s tu d i e s  examined above p r e s e n t  more c o n t r a s t s  

th an  th o se  under "growing" and " s t a t i c "  s t a t e s  of developm ent.  

Th is  i s  n a t u r a l  s in c e  the  " t r o u b le d ” s t a t e  c a te g o ry  i s  composed 

of two s u b - c a t e g o r i e s ,  i . e . ,  th o se  dyads w ith  growing s a l e s  -  

Dyad 4 ,  and th o se  whose s a l e s  a r e  in  d e c l in e  -  Dyad 6 . In  Dyad 

6, bo th  M and D tend to  blame each o th e r  fo r  th e  c u r r e n t  

s i t u a t i o n ,  bu t in  Dyad 4 t h e r e  i s  more agreem ent about the  

problems f a c e d .  F i n a l l y ,  Dyad 4 has moved i n t o  i t s  c u r r e n t  

developm ent s t a t e  a f t e r  a number o f  s u c c e s s f u l  and happy t r a d in g  

y e a r s ,  w h ile  Dyad 6 had b a r e l y  two y e a r s  of s u c c e s s f u l  

c o l l a b o r a t i o n  b e fo re  t r o u b l e s  s e t  i n .  D e sp i te  such c o n t r a s t s ,  

some p a r a l l e l s  can be drawn between th e  two dyads . From th e
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p e r s p e c t iv e  of the  d i s t r i b u t o r s , c u r r e n t  problem s in  th e  

r e l a t i o n s h i p  have developed  b eca u se :

1. The r e s p e c t i v e  Ms a r e  s e l l i n g  p re m iu m -p r ic e d , bu t more

im p o r ta n t ly ,  poor v a lu e - fo r -m o n e y  p r o d u c t s .

2. Ms have a poor r e c o rd  on th e  in n o v a t io n  f r o n t ,  and a r e  slow

to respond  to  p roduc t  s u g g e s t io n s  made by Ds.

3. Ms n e i t h e r  u n d e rs tan d  the  buying p ro c e s s  i n  th e  U.K. fo r

t h e i r  p ro d u c ts ,  nor do th ey  a p p r e c i a t e  s a l e s  and s e r v i c e  

r e q u ire m e n ts  and c o s t s .

4. C o l l e c t i v e l y  th e s e  p o in t s  le ad  to  d i s s a t i s f a c t i o n  w ith  

c u r r e n t  p r o f i t s  by D4 and D6.

More c o n t r a s t i n g  v ie w p o in ts  a re  found r e g a r d in g  th e  

m a n u fa c tu r e r s . M6 i s  much more d i s c o n t e n t  and i s  a c t i v e l y  

n e g o t i a t i n g  new r e p r e s e n t a t i o n  in  th e  U.K. m a rk e t ,  fo r  the  

perform ance o f  D6 i s  c o n s id e re d  v ery  u n s a t i s f a c t o r y .  Poor s a l e s  

in  th e  U.K. a re  s o l e l y  a t t r i b u t e d  to  D6 -  i t s  s m a l l - s c a l e ,  and 

i t s  method of o p e r a t io n  -  M6 n o t  f e e l in g  a t  a l l  im p l ic a te d  in  the  

1975 to  1978 s a l e s  d e c l i n e .  In  th e  case  o f  M4, th e  a e ro p la n e  

a c c id e n t  has se rved  to e x a c e rb a te  e x i s t i n g  t e n s io n s  and problem s 

in  d y ad ic  d e a l i n g s .  In  t h i s  dyad th e re  seems more agreem ent 

about th e  problem s and t h e i r  o r i g i n ,  bu t r e s o l u t i o n  appears  

f a r - o f f  in  t im e .

In  summary, th e  key c h a r a c t e r i s t i c  o f  " t r o u b le d "  dyads i s  

s im ply t h a t  th e y  a re  t r o u b l e d .  In  term s o f  th e  d e s c r i p t o r s  

"commitment" and " a d a p ta t io n , "  both  Ms a r e  committed to  the  U.K. 

m arke t.  However, th e y  show l e s s  commitment to th e  D method o f  

r e p r e s e n t a t i o n  o r  c u r r e n t  r e p r e s e n t a t i v e  em ployed , than  Ms in  the
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"growing" s t a t e .  In  a d d i t i o n ,  w h ile  committed to th e  m a rk e t ,  

such commitment ap p ea rs  n o t  to  ex tend  to  th e  l e v e l  t h a t  s p e c i f i c  

a d a p t a t i o n s  a re  made by M so as  to b e t t e r  develop  th e  t r a d e  in  

q u e s t i o n .  Thus, th e r e  i s  l e s s  sense  o f  "oneness"  i n  th e s e  d y a d s ,  

th e  r e l a t i o n s h i p s  a re  marked by t e n s i o n  o r  o u t r i g h t  c o n f l i c t .

6 .4 .3  " S t a t i c "  s t a t e  dyads 

F ive  dyads were c a t e g o r iz e d  as be ing  in  a s t a t i c  s t a t e  -  

Dyads 1, 5 , 7, 12, and 19. Once a g a in  two o f  th e s e  r e l a t i o n s h i p s  

a r e  d e t a i l e d  below, 

a )  Dyad 12

Ml2 i s  a g o o d -s iz e d  m a n u fa c tu re r  of h e a t i n g ,  l i g h t i n g ,  and 

power supp ly  equ ipm ent,  t h a t  s e l l s  i n  15 European m ark e ts  a s  w e l l  

a s  i n  North America. The company a c t s  in  an autonomous f a s h io n ,  

a l th o u g h  i t  has been p a r t  of a Canadian cong lom era te  fo r  10 

y e a r s .  The p ro d u c t  t h a t  i s  th e  company’s s t a p l e  e x p o r t  i tem  i s  a 

component used by h e a t in g  equipment m a n u fa c tu re r s .  M12 has  been 

d e a l in g  th ro u g h  D12 in  th e  U.K. fo r  some 20 y e a r s ,  s in c e  i n i t i a l  

m arke t e n t r y .  D12 i s  b o th  a d i s t r i b u t o r  and m a n u fa c tu re r  of 

h e a t in g  and a i r - c o n d i t i o n i n g  equ ipm ent.  The d i s t r i b u t i v e  arm o f 

th e  b u s in e s s  p redom ina tes  and the  f irm  r e p r e s e n t s  abou t 15 

o v e rse a s  p r i n c i p a l s .  The company s e l l s  m o s tly  to o r i g i n a l  

equipm ent m a n u fa c tu re rs  (OEMs).

M’ s p e r c e p t io n s  

From M’s p e r s p e c t iv e  th e  r e l a t i o n s h i p  has reac h ed  a m a tu re  

s t a g e  in  i t s  developm ent.  I n i t i a l l y ,  a  good d ea l  of a s s i s t a n c e
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was p rov ided  to D, p a r t i c u l a r l y  t e c h n i c a l  a d v ic e  about the  

i n c o r p o r a t io n  o f  th e  component s u p p l ie d  i n t o  OEM equipm ent.  Such 

a d v ic e  was made p o s s ib le  th ro u g h  p e r s o n a l  v i s i t s  and th ro u g h  

sh ipm en ts  of problem equipm ent to and from Canada. D 's  

p ro m o tio n a l  e f f o r t s  were he lp ed  th rough  the  p r o v i s io n  of p ro d u c t  

l i t e r a t u r e  and p h o to g ra p h s .  These a c t i v i t i e s  have ta p e re d  o f f  in  

r e c e n t  y e a r s ,  th e  e s t a b l i s h e d  n a tu re  of th e  t r a d e  no t r e q u i r i n g  

such u n d e r ta k in g s .  M d e s c r ib e s  th e  s i t u a t i o n  as  one w here , " th e  

same th in g s  a r e  expec ted  bu t we d o n ' t  have to  work so hard  a t  

i t . "  M's f o r tu n e s  in  th e  U.K. have s u f f e r e d  in  r e c e n t  y e a rs  due 

to  two f a c t o r s .  F i r s t ,  t h e r e  has been a t r e n d  to gas h e a t in g  as 

North Sea gas became abundant and cheap to  su p p ly .  Second, 

m i n i a t u r i z e d  components have been developed  to meet the  t r e n d  

tow ards more compact h e a t in g  sy s tem s. M has been caugh t o u t  by 

b o th  t r e n d s ,  f o r  i t s  s k i l l s  a r e  based on o i l  h e a t in g  equ ipm ent,  

and t r a d i t i o n a l l y  i t  had b u i l t  components fo r  l a r g e r  North 

American h e a t in g  sy s tem s. M d id  respond to the  dow nsiz ing  t ren d  

in  Europe bu t w ithdrew  from th e  f i e l d  fo l lo w in g  t e c h n i c a l  

d i f f i c u l t i e s  w ith  i t s  p ro d u c t .  As a  r e s u l t  of th e  t r e n d s  

o u t l i n e d ,  i n  1978 M en joyed  a h e a l th y  bu t s t a t i c  m arket s h a re  of 

th e  l i m i t e d  p ro d u c t  f i e l d  in  which i t  com peted .

Although th e  developm ent of a m in i a t u r i z e d  "European" 

component showed some ev id en ce  of a commitment to  e x p o r t  m a rk e ts ,  

M b a s i c a l l y  saw e x p o r ts  as  a way of s p re a d in g  overheads  a c ro s s  a 

l a r g e r  p ro d u c t io n  volume. Small changes a r e  made to meet v a ry in g  

European v o l t a g e  d i f f e r e n c e s ,  b u t  e s s e n t i a l l y  th e  p roduc t i s  

s t a n d a r d i z e d .  M cou ld  be d e s c r ib e d  as an u n a g g re s s iv e  e x p o r t e r .
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Given the  U.K. m arke t en v iro n m en t,  and M’ s e x p o r t in g  

p h i lo so p h y ,  the  company i s  happy w ith  i t s  c u r r e n t  s a l e s  

p e r fo rm a n ce .  In d eed ,  M s p e c u la t e s  t h a t  b u s in e s s  might grow a g a in  

i f  o i l - f i r e d  h e a t in g  became p o pu la r  w ith  o i l  p ro d u c t io n  in  th e  

N orth  Sea f i e l d s .  However, th e  r e a l i t y  in  1978 i s  t h a t  fo r  10 

y e a r s  s a l e s  have l a r g e l y  been of a rep la cem e n t  n a t u r e .  M 

d e s c r ib e s  th e  r e l a t i o n s h i p  a s  a c o r d i a l  one. P rob lem s, when 

e x p e r ie n c e d ,  tend to  be p ro c e d u ra l  r a t h e r  than  over p o l i c y  

i s s u e s .  In  M’ s view  d e l i v e r y  and c r e d i t  a r e  the  two most 

f r e q u e n t ly  d is c u s s e d  t o p i c s .  Some d i f f i c u l t i e s  have been 

e x p e r ie n c e d  by M in  meshing home and o v e rs e a s  p ro d u c t io n  to  f i t  

th e  d e l iv e r y  r e q u ire m e n ts  of i n d i v id u a l  m a rk e ts .  In  a d d i t i o n ,  M 

f i n d s  c r e d i t  p e r io d s  i n  Europe -  u s u a l l y  90 days -  e x c e s s iv e  

compared to  North America, where 30 days i s  th e  norm. These a r e  

i r r i t a t i o n s  f o r  M. O v e r a l l ,  th e  company f e e l s  t h e r e  i s  n o th in g  

e i t h e r  dyad member can do to  b o o s t  s a l e s  in  th e  U.K.

D’ s p e r c e p t io n s  

There i s  much agreem ent between M and D co n c e rn in g  t h e i r  

r e l a t i o n s h i p .  I t s  developm ent l e v e l  i s  re c o g n iz e d  by D, who a l s o  

u s e s  th e  term "mature" to c h a r a c t e r i z e  i t s  p r e s e n t  s t a t e .  Much 

l e s s  invo lvem ent by M i n  U.K. o p e r a t io n s  i s  p o in te d  to ,  as  i s  th e  

reduced  amount of in fo rm a t io n  exchanged as th e  y e a rs  have gone 

by . D c la im s  t h a t  once M was c e r t a i n  t h e i r  p a r tn e r  could  do a 

good job of s e l l i n g  the  com ponents, th ey  were g iv e n  a f a i r l y  f r e e  

hand . A f te r  some 20 y e a rs  of t r a d i n g ,  D has  a good id e a  how M 

f u n c t io n s  as  an o r g a n i z a t i o n ,  b u t  v i s i t s  a r e  made a n n u a l ly  to



196

Canada to  keep c o n ta c t s  a l i v e .  (These v i s i t s  a r e  not 

r e c i p r o c a t e d ,  fo r  M had no t v i s i t e d  th e  U.K. fo r  t h r e e  y e a r s ) .

The c lo s e n e s s  t h a t  has come from the ex tended  c o n ta c t  o f  th e  

key in d i v i d u a l s  in  each o r g a n i z a t i o n ,  a l so  a l low s  D to  make 

c e r t a i n  commitments fo r  M, e . g . ,  d e l i v e r y ,  p r i c e  g u a r a n t e e s .

This i s  a n e c e s s i t y  f o r  D s in c e  th e  i t  i s  e s s e n t i a l l y  D’s p roduc t  

( r a t h e r  th a n  M’ s b r a n d ) ,  t h a t  i s  pu rchased  by OEMs. G e n e ra l ly  D 

i s  happy w ith  i t s  r e l a t i o n s  w ith  M, a l th o u g h  s e v e r a l  problem 

a r e a s  were m en tioned .  D f i n d s  d e l i v e r y  to be a prob lem . While M 

c la im s  be ing  ab le  to  g iv e  10 days d e l i v e r y  d o o r - to - d o o r ,  D a rg u es  

t h a t  12 weeks le a d - t im e  has to  be a l lo w e d .  F u r t h e r ,  D f i n d s  t h a t  

i t  needs to  worry M to  g e t  i t s  sh ipm en ts  made. D i s  a l s o  of th e  

o p in io n  t h a t  as  the  m arket fo r  M’ s p ro d u c ts  has d e c l i n e d ,  i t  has 

been expec ted  to  p la y  more o f  a r o l e  in  b u f f e r in g  p ro d u c t io n  and 

d e l i v e r y  d e la y s  by c a r ry in g  more in v e n to r y .

The problem s a r e a s ,  however, a r e  seen as minor f r u s t r a t i o n s  

in  what i s  g e n e r a l l y  a c o o p e r a t iv e  r e l a t i o n s h i p .  D can  do no 

more than  p ro v id e  normal m a rk e t in g  su p p o r t  fo r  M’s p r o d u c t .  

A lthough no t a m a in s tay  i n  i t s  o p e r a t i o n s ,  M’ s p ro d u c t  does 

complement o t h e r s  D c a r r i e s ,  th u s  " round ing"  ou t th e  l i n e .  D 

p la n s  to  go on rem inding  M of th e  p o t e n t i a l  fo r  a new 

m i n i a t u r i z e d  component. I f  M w i l l  no t develop  the  p ro d u c t ,  D 

f e e l s  i t  w i l l  t r y  to  so u rc e  from a n o th e r  p r i n c i p a l .  In  f a c t ,  

over th e  l a s t  few y e a r s ,  i t  has expanded th e  number of o v e rse a s  

p r i n c i p a l s  i t  r e p r e s e n t s  q u ic k ly ,  so a move of t h i s  k ind ought to 

be accom plished  w ith o u t  d i f f i c u l t y .
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b) Dyad 19

Ml9 i s  a l o n g - e s t a b l i s h e d  l e a t h e r  ta n n e ry  t h a t  was ta k e n  

over by a Canadian m u l t i n a t i o n a l  in  th e  1940s. The company 

produces a v a r i e t y  of d i f f e r e n t  l e a t h e r s  fo r  th e  sh o e ,  g a rm e n t,  

u p h o l s t e r y ,  and s p e c i a l t y  t r a d e s .  E x p o r ts  have been made to  the  

U.K. f o r  abou t 50 y e a rs  th ro u g h  v a r io u s  s e l l i n g  a r r a n g e m e n ts .  In  

th e  p a s t ,  e x p o r t  em phasis was on upper l e a t h e r  f o r  the  shoe 

i n d u s t r y ,  b u t  c o m p e t i t iv e  c o n d i t io n s  have made t h i s  d i f f i c u l t  in  

r e c e n t  y e a r s .  In  1974, th e  f i rm  was approached  by D w ith  re g a rd  

to i t s  s o le  l e a t h e r .  A f te r  a few i n i t i a l  s a l e s ,  D was a p p o in te d  

as  e x c lu s iv e  U.K. d i s t r i b u t o r .  D19 i s  a g o o d -s iz e d  o r g a n iz a t i o n  

t h a t  p r im a r i ly  r e f i n i s h e s  l e a t h e r  p u rchased  from v a r io u s  s u p p ly  

s o u r c e s .  The c o n ta c t  w ith  M r e s u l t e d  from th e  r e c r u i tm e n t  of a 

new manager by th e  f i rm .  This  person  knew of M from h i s  p re v io u s  

p o s i t i o n  and has developed  a d i s t r i b u t i n g  p a r t  to  D 's  

o p e r a t io n s .  This  f u n c t io n  began w ith  M and i n  1978 encompassed 

th r e e  o th e r  o v e rs e a s  p r i n c i p a l s .

M's p e r c e p t io n s

Third  World n a t io n s  have f lo o d ed  l e a t h e r  m arke ts  around th e  

w orld  in  r e c e n t  y e a r s ,  and l i k e  ta n n e r s  in  many developed  

n a t i o n s ,  M had f e l t  th e  "p inch"  o f  in c r e a s e d  co m p e t i to n .  The 

developm ent of s o le  l e a t h e r  m a rk e ts ,  i n i t i a t e d  by D, has enab led  

M to f in d  p r o f i t s  in  a  l e s s  c o m p e t i t iv e  a r e a .  Over a p e r io d  o f  

fo u r  y e a r s ,  a good amount of b u s in e s s  has been developed  by D f o r  

M. As w e ll  as  buying fo r  r e s a l e ,  some o f D’s p u rch ases  go f o r  

f u r t h e r  p ro c e s s in g  in  i t s  own p ro d u c t io n  p l a n t s .  M has l i t t l e
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knowledge o f  how and where th e  l e a t h e r  i s  u t i l i z e d ,  choosing  to 

le av e  th e  development of i t s  U.K. b u s in e s s  to  D. T h is  i s  

o ccas io n ed  by D’s g r e a t e r  knowledge of th e  t r a d e .  From M’ s 

s t a n d p o i n t ,  the  a s s o c i a t i o n  has been v ery  s u c c e s s f u l .  A side from 

problem s t h a t  r e l a t e  to the  n a t u r a l  and i n c o n s i s t e n t  p r o p e r t i e s  

of  th e  h id e s  in  q u e s t i o n ,  few d i f f i c u l t i e s  a re  s e e n .  M 

a t t r i b u t e s  i t s  s u c c e s s  c o m p le te ly  to  D’s a b i l i t i e s ,  s t a t i n g  t h a t  

the  company would be h a r d - p r e s s e d  to  m a in ta in  th e  t r a d e  w i th o u t  

D. M’ s p la n s  fo r  th e  f u tu r e  in v o lv e  t r y in g  to s e l l  in  more 

o v e rseas  m arke ts  th rough  D. M eanwhile, th e  key c o n t a c t  w i th in  M 

planned  to  r e t i r e  w i th in  a y e a r ,  and a new e x e c u t iv e  was be ing  

groomed to r e p la c e  him.

D’ s p e r c e p t io n s

Like i t s  s u p p l i e r ,  D i s  c o n te n t  w ith  the  b u s in e s s  t h a t  has 

developed  betw een 1974 and 1978. However, i n  c o n t r a s t ,  D would 

l i k e  to  deve lop  th e  b u s in e s s  more a g g r e s s i v e l y ,  f in d in g  M 

c o n s e r v a t iv e  bo th  in  a t t i t u d e  and tow ards t r a d e  s u g g e s t io n s  pu t 

to  them in  the  p a s t . This  theme w i l l  be d e v e lo p e d ,  bu t f i r s t  the  

e a r l y  e x p e r ie n c e s  of D a re  o u t l i n e d .

D f in d s  t h a t  M o f f e r s  good q u a l i t y ,  w e ll  p r ic e d  l e a t h e r  but 

n o te s  some d i f f i c u l t i e s  caused by th e  ta n n in g  method used i n  

N o r th ,A m e r ica . T h is  d i f f e r e n t  ta n n in g  p ro c e s s  means t h a t  M’ s 

l e a t h e r  does no t conform to  U.K. i n d u s t r y  s t a n d a r d s .  As a 

r e s u l t ,  s e l l i n g  M’ s p roduc t i s  more d i f f i c u l t  th an  were th e se  

s ta n d a rd s  m et.  D f in d s  M i n f l e x i b l e  on t h i s  coun t and c la im s  

t h a t  l a r g e  p o t e n t i a l  e x i s t s  i f  p ro c e s s in g  changes were to be
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made. The i n f l e x i b i l i t y  i s  re g a rd e d  as r e s u l t i n g  from two 

co m p an y -re la ted  f a c t o r s .  F i r s t ,  th e  company i s  somewhat 

i n s u l a t e d  from th e  h a rsh  r e a l i t i e s  of c o m p e t i t io n  because  a good 

p o r t i o n  of i t s  o u tp u t  i s  consumed by o th e r  s u b s i d i a r i e s  of M’ s 

p a r e n t .  As w e l l  a s ,  and p erhaps  because  o f  t h i s  i n s u l a t e d  s t a t e ,  

D se n ses  a la c k  of  dynamism in  M’s management. A lthough D f in d s  

th e  management team charm ing , l i t t l e  sense  o f  u rgency  o r  concern  

fo r  b u s in e s s  d e a d l in e s  seems to  e x i s t .  An example of t h i s  i s  

found in  the  s low ness  of M in  p re p a r in g  e x p o r t  d o cu m en ta t io n .

Aside from th e s e  d i f f i c u l t i e s ,  D a s s e s s e s  th e  r e l a t i o n s h i p  

a s  th e  most im p o r ta n t  i t  h a s .  Like M, D p o in t s  to c e r t a i n  

d i f f i c u l t i e s  which r e s u l t  from th e  i n c o n s i s t e n c i e s  of th e  p roduc t 

-  b o th  p a r t i e s  c la im  the  l e a t h e r  in d u s t r y  i s  "a t r a d e  of 

com prom ise." L e a th e r  demand i s  a l s o  f a s h i o n - l e d ,  and s a l e s  a re  

v o l a t i l e  as a r e s u l t . However, o v e r a l l  D se e s  l a r g e  p o t e n t i a l  

fo r  M’ s l e a t h e r .  With a changed approach  to  m ark e tin g  and more 

p re p a re d n e ss  to  c u l t i v a t e  o v e rs e a s  b u s in e s s ,  D e s t i m a t e s  t h a t  i t  

could  t r i p l e  M’s d i s t r i b u t e d  s a l e s ,  and double  i t s  own 

consum ption  o f  M’ s l e a t h e r . 

c )  Review

L ike " t ro u b le d "  dyads ,  " s t a t i c "  dyads show l e s s  commitment 

than  th o se  which a r e  "g ro w in g ."  In  th e  two case  s t u d i e s  

exam ined, m a n u fa c tu re r s  seem l e s s  committed than  t h e i r  

d i s t r i b u t o r s .  T h is  i n d i f f e r e n c e  i s  m i r ro re d  in  th e  fo l lo w in g  key 

c h a r a c t e r i s t i c s  o f  " s t a t i c "  s t a t e  r e l a t i o n s h i p s :
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1. Ms have l a r g e  (and " c a p t iv e "  -  Dyad 19) home m a rk e ts  fo r  

t h e i r  p ro d u c ts .  Thus, e x p o r ts  r e p r e s e n t  a sm a l l  

p e rc e n ta g e  o f  t o t a l  s a l e s .

2. There i s  e i t h e r  a r e l u c t a n c e  to  (Dyad 1 9 ) ,  o r  f a i l u r e  i n  

(Dyad 12) th e  a d a p t a t i o n  of p ro d u c ts  to  U.K. m arke t 

r e q u i r e m e n t s .

3 . A l a c k  o f  ex p o r t-m in d ed n e ss  i s  ev idenced  in  b o th  Ms.

4. Along w ith  th e  s t a t i c  s a l e s  s i t u a t i o n  and r e l a t i v e  

i n d i f f e r e n c e  of Ms tow ards  e x p o r t i n g , nagging problem s 

a re  i d e n t i f i e d  by Ds r e l a t i n g  to :  r e s p o n s e s  to

e n q u i r i e s ,  d e l i v e r y  d e l a y s ,  poor d o cu m en ta t io n .

5. Not s u r p r i s i n g l y ,  n e i t h e r  D12 nor D19 a re  c o m p le te ly  

enamoured of t h e i r  r e l a t i o n s h i p s ,  a l th o u g h  n e i t h e r  i s  

a c t i v e l y  s e a rc h in g  fo r  a rep la cem e n t  fo r  t h e i r  c u r r e n t  

Canadian p r i n c i p a l .

The la c k  o f  commitment on th e  p a r t  of th e  m a n u fa c tu re r s  

c o n s id e r e d ,  means t h a t  p roduc t  and a c t i v i t y  a d a p t a t i o n s  a r e  not 

made. The rea so n  i s  s e l f - e v i d e n t :  i f  a company i s  no t

s u f f i c i e n t l y  convinced of the  need f o r ,  o r  p o t e n t i a l  o f ,  

e x p o r t i n g ,  i t  fo l lo w s  t h a t  a d a p t a t i o n  w i l l  seldom be c o n s id e re d  

s e r i o u s l y .

6 .4 .4  D is c u s s io n

The case  s tu d y  a n a l y s i s  r e p o r t e d  above s u g g e s ts  q u i t e  marked 

r e l a t i o n s h i p  d i f f e r e n c e s  depending on the  developm ent s t a t e  

c o n s id e r e d .  Very b r i e f l y ,  "g row ing” s t a t e  dyads were seen  to  

e x h i b i t  commitment and a d a p t a b i l i t y ,  w hereas t h i s  was much l e s s
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so in  " t ro u b le d "  s t a t e  r e l a t i o n s h i p s .  This  d i s t i n c t i o n  i s  in  

keeping  w ith  the  f in d in g s  of o th e r  ex p o r t  s t u d i e s  ( s e e  f o r  

example; Cunningham and S p ig e l  1971; Keegan 1969; Tookey 1964) .  

As might be e x p e c te d ,  " t ro u b le d "  s t a t e  dyads show more e v id en ce  

o f  c o n f l i c t  than  "growing" s t a t e  dyads .

" S t a t i c "  s t a t e  r e l a t i o n s h i p s  p r e s e n t  o th e r  c o n t r a s t s .  

G e n e ra l ly  sp e a k in g ,  dyads in  t h i s  developm ent s t a t e  a r e  l e s s  

in v o lv ed  w ith  each o t h e r .  One e x p la n a t io n  fo r  t h i s  s t a t e  o f  

a f f a i r s  i s  t h a t  s a l e s  cou ld  be d i f f i c u l t  to expand f u r t h e r .  

A l t e r n a t e l y ,  i t  may be t h a t  th e  i n t e r f i r m  r e l a t i o n s h i p  has  

m atured  s u f f i c i e n t l y  to  make in t e n s e  r e l a t i o n s  s u p e r f lu o u s .  This  

c o n t r a s t s  w ith  th e  " t ro u b le d "  s t a t e  d y ad s ,  where d a ta  s u g g e s t  

t h a t  the  la c k  o f  invo lvem ent might i t s e l f  have produced the  

p r e s e n t  d i f f i c u l t i e s .  F i n a l l y ,  when th e  r e l a t i o n s h i p  i s  

" s t a t i c , "  c o n f l i c t  i s  l a t e n t  r a t h e r  than  o v e r t .

Three term s have been used to  d e s c r ib e  th e  m iddle  p e r io d  

r e l a t i o n s h i p  developm ent s t a t e s .  These a re  commitment, 

a d a p ta t i o n  and c o n f l i c t .  C o n f l i c t  has been used p r e v io u s ly  in  

th e  a n a l y s i s ,  b u t  commitment and a d a p t a t i o n  a re  new v a r i a b l e s .  

Commitment i s  used to  encompass th e  c h a r a c t e r i s t i c s  -  

f o r m a l i z a t io n  and i n t e n s i t y ,  i . e . ,  commitment i s  d em o n s tra ted  by 

e s t a b l i s h i n g  fo rm a l iz e d  r e l a t i o n s  which a re  i n t e n s e  in  t h e i r  

d e a l i n g s .  S i m i l a r l y ,  a d a p t a t i o n  i s  used to subsume th e  two 

v a r i a b l e s  of s t a n d a r d i z a t i o n  and r e c i p r o c i t y .  Thus, th e  more 

a d a p t a t i o n  t h a t  ta k e s  p la c e  in  the r e l a t i o n s h i p ,  th e  l e s s  

s t a n d a r d i z a t i o n  and th e  more d ec is io n -m a k in g  r e c i p r o c i t y  t h e r e  

w i l l  be . The proposed c o n n e c t io n  between th e se  v a r i a b l e s  i s  s e t
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o u t i n  Tab le  6 - 3 .  The new v a r i a b l e s  a r e  in t ro d u c e d  as  a 

s h o r th a n d ,  bu t p r i n c i p a l l y  to r e l a t e  them to th o se  used e lsew h ere  

i n  the  l i t e r a t u r e .  C o n f l i c t  i s  a r e l a t e d  bu t s e p a r a t e  v a r i a b l e  

as  Tab le  6 -3  s u g g e s t s .

The well-known e x p o r t in g  co n c e p ts  o f  commitment and 

a d a p t a t i o n  a re  seen to  be r e l a t e d  to  th e  r e l a t i o n s h i p  

c h a r a c t e r i s t i c s  examined in  t h i s  s tu d y .  T h e ir  ap p ea ran ce  a t  t h i s  

s ta g e  i s  e x p la in e d  by th e  dynamic em phasis of t h i s  c h a p t e r .  

Commitment and a d a p t a t i o n  can o n ly  be d em o n s tra ted  over t im e ,  

w hereas c h a r a c t e r i s t i c s  l i k e  f o r m a l i z a t io n  and c o n t a c t  i n t e n s i t y  

a phenomena of a more s t a t i c  n a t u r e .
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Table 6-3

PROPOSED ASSOCIATION OF RELATIONSHIP 
CHARACTERISTICS, COMMITMENT AND ADAPTATION

Commitment A d a p ta t io n

R e la t io n s h ip  c h a r a c t e r i s t i c s :

F o rm a l iz a t io n +
S ta n d a r d i z a t io n -
R e c ip ro c i ty +
I n t e n s i t y  -  c o n t a c t +

-  r e s o u rc e +
C o n f l i c t
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6 .6  SUMMARY

The o b je c t i v e  o f  t h i s  c h a p te r  was to  ex tend  th e  s t a t i c  

a n a l y s i s  p r e v io u s ly  p r e s e n te d ,  so t h a t  a more r e a l i s t i c ,  dynamic 

view of M-D r e l a t i o n s h i p s  would r e s u l t .  This  was accomodated 

th ro u g h  the  developm ent of a model to  d e s c r ib e  change in  M-D 

r e l a t i o n s .  F ive  r e l a t i o n s h i p  developm ent s t a t e s  were p roposed , 

and su p p o r t  found fo r  th e se  from th e  s tu d y  d a t a .  The l i n k  

between the  M-D r e l a t i o n s h i p  and e x p o r t  perform ance was examined 

th rough  a n a l y s i s  of s ix  case  s tudy  dyads .  High perform ance  dyads 

were found to be c h a r a c t e r i s e d  by "commitment" and 

" a d a p t a b i l i t y " .  In  th e  n ex t  and f i n a l  c h a p t e r ,  r e s u l t s  from both  

s t a t i c  and dynamic a n a l y s i s  a re  drawn t o g e t h e r .
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C hap te r  7 
STUDY FINDINGS, IMPLICATIONS AND 

FUTURE RESEARCH

7.1  INTRODUCTION

In t h i s  f i n a l  c h a p t e r ,  an a t te m p t  i s  made to  draw to g e th e r  

th e  th r e a d s  of p re v io u s  d i s c u s s i o n .  The f i r s t  s e c t i o n  i s  

concerned w ith  t h i s  o b j e c t i v e ,  and t h i s  forms th e  b u lk  o f  th e  

c h a p t e r .  Here th e  s tu d y  f in d i n g s  a r e  summarized and t h e i r  

im p l ic a t io n s  d e s c r ib e d .  Second, th e  r e s e a r c h  s tu d y  i s  c o n t r a s t e d  

w ith  p re v io u s  work in  t h i s  f i e l d ,  and c e r t a i n  recom m endations 

made r e g a rd in g  f u t u r e  r e s e a r c h .  F i n a l l y ,  some co n c lu d in g  

comments a r e  made about th e  m a n u fa c tu re r  -  o v e r s e a s  d i s t r i b u t o r  

(M-D) method of i n t e r n a t i o n a l  t r a d i n g .

7 .2  STUDY RESULTS AND IMPLICATIONS

I t  was claim ed e a r l i e r  t h a t  the  o v e r s e a s  d i s t r i b u t o r  

p ro v id e s  a co n v e n ie n t  method of f o r e ig n  m arket e n t r y ,  b u t  t h a t  

c e r t a i n  drawbacks make i t  d i f f i c u l t  f o r  the  ad o p tin g  m a n u fa c tu re r  

to  ach iev e  h igh  l e v e l s  of e x p o r t  pe rfo rm ance .  The remedy fo r  

t h i s  s i t u a t i o n ,  i t  has been a rg u e d , l i e s  in  the m a n u fa c tu re r  

e s t a b l i s h i n g  the  " r i g h t "  k ind  o f  r e l a t i o n s h i p  w ith  th e  

d i s t r i b u t o r .  This  r e s e a r c h  has i n v e s t i g a t e d  M-D r e l a t i o n s h i p s  

and sought to  examine why some e x p o r te r s  a re  more s u c c e s s f u l  th a n  

o th e r s  in  using  t h i s  t r a d in g  method. The u s e f u ln e s s  of such an 

approach  should  be c l e a r  -  i f  s u c c e s s f u l  M-D r e l a t i o n s h i p s  can be 

shown to p o sse ss  c e r t a i n  c h a r a c t e r i s t i c s ,  th e se  p ro v id e  a model 

fo r  o th e r  e x p o r te r s  to aim f o r .
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These p o in t s  e x p la in  th e  main t h r u s t  of th e  s tu d y  

u n d e r ta k e n ,  and le ad  to  the  t h e s i s  advanced and t e s t e d .  This  had 

two l in k e d  p a r t s .  The f i r s t  concerned  the  c o n n e c t io n  betw een th e  

M-D r e l a t i o n s h i p  and ex p o r t  pe rfo rm ance .  This  was g e n e r a l l y  

s t a t e d  as  fo l lo w s :  h ig h  e x p o r t  pe rfo rm ance  i s  more l i k e l y  t o

occur when th e  M-D r e l a t i o n s h i p  has  c e r t a i n  c h a r a c t e r i s t i c s .

As w e ll  as be ing  i n t e r e s t e d  i n  how the  M-D r e l a t i o n s h i p  

a f f e c t s  e x p o r t  pe rfo rm ance ,  f a c t o r s  t h a t  shape th e  M-D 

r e l a t i o n s h i p  i t s e l f  were a l s o  i n v e s t i g a t e d .  The second p a r t  of 

the  t h e s i s  a d d re ssed  t h i s  m a t t e r .  G e n e ra l ly  s t a t e d ,  t h i s  was : 

t h a t  c e r t a i n  f i rm  and env ironm ent f a c t o r s  a f f e c t  th e  n a t u r e  o f  

th e  M-D r e l a t i o n s h i p .

The two p a r t  t h e s i s  amounts to an e x p la n a t io n  c h a in ,  f o r  i t  

i s  im p lied  t h a t  f irm  and environm ent f a c t o r s  shape th e  M-D 

r e l a t i o n s h i p ,  which in  tu rn  h e lp s  to  e x p la in  e x p o r t  p e rfo rm ance .  

The s tu d y  r e s u l t s  a r e  now rev iew ed  and t h e i r  i m p l i c a t io n s  

d i s c u s s e d .

7 .2 .1  M an u fac tu re r  -  o v e rs e a s  d i s t r i b u t o r  r e l a t i o n s  and
e x p o r t  perform ance

a)  S tudy r e s u l t s

The c o n n e c t io n  between th e  M-D r e l a t i o n s h i p  and perfo rm ance  

was s tu d ie d  from two a n g le s .  In  C hapter 5 ,  the  s t a t i c  model 

r e s u l t s  were p r e s e n te d ;  th e s e  were ex tended  by th e  dynamic 

d i s c u s s io n  in  C hapter 6 .  The d e t a i l e d  s e t s  of f in d i n g s  from 

th e se  two c h a p te r s  a re  no t r e s t a t e d  h e r e ,  r a t h e r  an a t te m p t  i s  

made to d i s c u s s  th e  broad  p a t t e r n  of r e s u l t s .  The most im p o r ta n t
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p o in t  to  be made i s  t h a t  e n c o u ra g in g ly  c o n s i s t e n t  f i n d i n g s  a re  

e v id e n t .  Both s t a t i c  and dynamic a n a l y s i s  p o in t  to  e x p o r t  

perfo rm ance  be ing  a s s o c i a t e d  w ith  s i m i l a r  k in d s  of r e l a t i o n s h i p  

c h a r a c t e r i s t i c s .  These f in d i n g s  a r e  s e t  ou t in  summary form in  

F ig u re  7 - 1 .  The s t a t i c  a n a l y s i s  f in d i n g s  a r e  d e s c r ib e d  f i r s t ,  

fo llow ed  by th o se  from th e  ex tended  a n a l y s i s .

The s t a t i c  a n a l y s i s  shows t h a t  h ig h e r  e x p o r t  perfo rm ance  i s  

found when th e  m a n u fa c tu re r  and o v e rs e a s  d i s t r i b u t o r  go beyond 

j u s t  v e r b a l l y  a g re e in g  to work t o g e t h e r . As w e l l , th e  r o l e  of 

each company and th e  b u s in e s s  r o u t i n e s  th e y  e s t a b l i s h  a r e  not so 

r i g i d l y  adhered  to  in  the  more s u c c e s s f u l  r e l a t i o n s h i p s ;  r a t h e r  

th e y  a re  m od if ied  in  th e  l i g h t  of changing  c i r c u m s ta n c e s . 

D ecis ion -m ak ing  te n d s  to  be more j o i n t  in  th e s e  dyads t o o ,  b o th  

members p la y in g  a h e l p f u l  p a r t  i n  th e  fo rm u la t io n  and 

o p e r a t i o n a l i z a t i o n  of m a rk e tin g  p o l i c y .  High perfo rm ance  tends  

to  be found when companies a re  in  more f r e q u e n t  c o n t a c t  w ith  each  

o t h e r ,  and when th e y  exchange more r e s o u r c e s .  F i n a l l y ,  i t  i s  

h a rd ly  s u r p r i s i n g  to  f in d  t h a t  h ig h e r  e x p o r t  perform ance  goes 

h a n d - in -h a n d  w ith  low er l e v e l s  of in te r -c o m p a n y  c o n f l i c t .

The dynamic a n a l y s i s  showed t h a t  commitment and a d a p t a b i l i t y  

were im p o r ta n t  c h a r a c t e r i s t i c s  found in  s u c c e s s f u l  M-D 

r e l a t i o n s h i p s .  Through v a r io u s  b e h a v io u r s ,  "growing" s t a t e  

m a n u fa c tu re r s  ( i n  th e  case  s t u d i e s )  showed t h a t  t h e i r  i n t e r e s t s  

in  the  f o r e ig n  m arket and in  th e  o v e rs e a s  d i s t r i b u t o r  were 

s e r i o u s .  For exam ple, p e r s o n a l  c o n ta c t  and v i s i t s  were f r e q u e n t ,  

and su p p o r t  schemes w e ll  d e v e lo p ed .  F u r th e rm o re ,  th e s e  

m a n u fa c tu re r s  were a l so  p rep a red  to ad ap t  t h e i r  ways, e . g . .
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Figure 7-1
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p r o d u c ts ,  b u s in e s s  m ethods, i f  t h i s  was r e q u i r e d  to  compete more 

e f f e c t i v e l y  in  th e  m arket in  q u e s t i o n .  These a c t i o n s  no t o n ly  

r e a s s u re d  the  d i s t r i b u t o r  abou t th e  e x p o r t e r ’ s i n t e n t i o n s ,  bu t 

a l so  induced some l o y a l t y  to th e  m a n u fa c tu re r  and i t s  programmes.

These r e l a t i o n a l  c h a r a c t e r i s t i c s  were found among th e  more 

s u c c e s s f u l  M-D d y ad s .  The r e s u l t s  a r e  c o n s i s t e n t  a c ro s s  th e  

s t a t i c  and dynamic a n a l y s e s ,  i f  the  p re v io u s ly -a rg u e d  ( s e e  Table  

6 -3) c o n n e c t io n  between th e  v a r i a b l e s  i s  a c c e p te d .  I t  a p p e a rs  

t h a t  when c e r t a i n  c h a r a c t e r i s t i c s  a r e  p r e s e n t  in  th e  M-D 

r e l a t i o n s h i p ,  ex p o r t  perfo rm ance i s  h ig h e r ,

b) I m p l i c a t io n s  of th e  r e s u l t s

C a u s a l i ty  has no t been t e s t e d  in  t h i s  s tu d y ,  so th e  

te m p ta t io n  of d i s c u s s in g  cause  and e f f e c t  must be r e s i s t e d .  

N o n e th e le s s ,  the  r e s u l t s  d e s c r ib e d  above, and th e  r e l e v a n t  

l i t e r a t u r e ,  do su g g e s t  t h a t  c e r t a i n  r e l a t i o n a l  c h a r a c t e r i s t i c s  

h e lp  to enhance ex p o r t  p e rfo rm ance .  This  i s  an im p o r ta n t  m a t t e r ,  

f o r  i t  has been seen  t h a t  e x p o r t  su ccess  i s  no t easy  to  a c h ie v e  

under the  M-D t r a d i n g  m ethod. The m a n u fa c tu re r  t h a t  w ants to  

e n su re  s u c c e ss  th e n ,  would do w e ll  to c a r e f u l l y  c o n s id e r  th e s e  

r e s u l t s .  A move tow ards th e  type  of r e l a t i o n s h i p  s u g g e s te d  m ight 

w e l l  le ad  to improved p e rfo rm a n ce .  Three s i t u a t i o n s  drawn from 

th e  dynamic a n a l y s i s  in  C h ap te r  6 i l l u s t r a t e  t h i s  p o i n t .

F i r s t ,  c o n s id e r  the  f a c t  t h a t  a l a r g e  number of dyads 

ex p e r ien ced  t r o u b l e  in  th e  two to  f i v e  y e a rs  of a s s o c i a t i o n  

p e r io d  (s e e  F ig u re  6 - 1 ) .  T h is  i n d i c a t e s  t h a t  t h e r e  i s  a 

req u ire m en t  f o r  d e l i c a t e  management o f  th e  r e l a t i o n s h i p  d u r in g  

t h i s  t im e .  S ince  the  p o t e n t i a l  f o r  t r o u b le  ap p ea rs  h ig h ,  th e
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e x p o r te r  would do w e ll  to dev e lo p  th e  " su c c e s s  c h a r a c t e r i s t i c s "  

noted  above. Thus, th e  m a n u fa c tu re r  would be ad v ised  to r e a f f i r m  

i t s  commitment to  the  d i s t r i b u t o r  and the  m a rk e t .  Such a c t io n s  

cou ld  in c lu d e  im proving th e  f req u en cy  a n d /o r  q u a l i t y  o f  

c o n t a c t s .  They might a l s o  in c lu d e  the  s h a r in g  of in fo rm a t io n  

about p la n s  and s t r a t e g i e s .  Both o f  th e s e  i n i t i a t i v e s  

d e m o n s tra te  a commitment on th e  p a r t  of th e  m a n u fa c tu re r .

Second, a number of " s t a t i c "  s t a t e  dyads were found in  the  

s tu d y  sam ple . A lthough m arket c o n d i t io n s  may sometimes p re c lu d e  

s a l e s  g a in s ,  i t  may be l e th a r g y  or f a m i l i a r i t y  t h a t  e x p la in s  th e  

l a c k  of growth r a t h e r  than  th e  absence  of t r u e  p o t e n t i a l . I f  

t h i s  i s  th e  c a s e ,  c o n ta c t  and r e s o u rc e  i n t e n s i t y  may have reduced  

over  t im e ,  and t h i s  may w e ll  have c o n t r i b u te d  to the  

d i s a p p o in t in g  s a le s  perfo rm ance . A gain , more i n t e n s e  r e l a t i o n s  

may h e lp  tu r n  perform ance a round .

A t h i r d  s i t u a t i o n  i l l u s t r a t e s  th e  way in  which th e  M-D 

r e l a t i o n s h i p  can h e lp  e x p o r t  p e rfo rm a n ce .  The r e a d e r  ^ 1 1  r e c a l l  

from C hap te r  6 t h a t  exchange r a t e  f l u c t u a t i o n s  a f f e c t e d  th e  

r e c e n t  t r a d in g  of the  21 sample d y ad s .  In  the  p e r io d  p rece d in g  

t h i s  s tu d y ,  s t e r l i n g  weakened a g a i n s t  th e  Canadian d o l l a r .  T h is  

pu t p r e s s u r e  on U.K. d i s t r i b u t o r s  to  r e v i s e  th e  p r i c e  of t h e i r  

Canadian im ports  upwards. T h is ,  i n  t u r n ,  made th e s e  p ro d u c ts  

r e l a t i v e l y  l e s s  c o m p e t i t iv e .  Currency  f l u c t u a t i o n s  of t h i s  kind 

w ere , of c o u r s e ,  beyond th e  c o n t r o l  o f  th e  f irm s  in  th e  sam ple . 

Y e t,  the  dyads made d i f f e r e n t  r e sp o n s e s  to  the  changed c o n d i t io n s  

th e  f l u c t u a t i o n s  b ro u g h t .  These c o n t r a s t i n g  r e s p o n s e s  showed up 

i n  the  e a r l i e r  case  s t u d i e s .  P r e d i c t a b l y ,  i n  "growing" s t a t e
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dyads , the  response  was u s u a l l y  based upon c o n s i d e r a t i o n  of the  

lo n g - te rm ,  j o i n t  w e l fa re  of th e  two com panies. In  o th e r  l e s s  

s u c c e s s f u l  dyads, th e  r e v e r s e  was t r u e .  H ere ,  th e  m a n u fa c tu re r  

took a s h o r te r - t e r m  view , and more s e l f i s h  r e s p o n s e s  u s u a l l y  

r e s u l t e d .

These th r e e  examples show how ad ju s tm e n ts  can be made by th e  

e x p o r te r  so as  to  in c r e a s e  th e  l i k e l i h o o d  of s u c c e s s f u l  e x p o r t  

pe rfo rm ance . The M-D r e l a t i o n s h i p  i s  s t r o n g ly  l in k e d  to  s u c c e s s  

i n  e x p o r t in g .

7 .2 .2  Firm and env ironm ent f a c t o r s  and m a n u fa c tu r e r -o v e r s e a s
d i s t r i b u t o r  r e l a t i o n s

Having shown t h a t  th e  l e v e l  of e x p o r t  perfo rm ance  i s  c l o s e l y  

a s s o c i a t e d  w ith  c e r t a i n  r e l a t i o n a l  c h a r a c t e r i s t i c s ,  a t t e n t i o n  now 

tu rn s  to  the  second p a r t  of the  t h e s i s .  Here i t  was argued t h a t  

the  c h a r a c t e r i s t i c s  d i s c u s s e d  above a re  th e m se lv es  l in k e d  to  

c e r t a i n  f irm  and env ironm ent f a c t o r s . The im p l i c a t i o n  of th e  

f in d in g s  h e re ,  i s  t h a t  f i rm  and environm ent f a c t o r s  might h e lp  or 

impede any change the  m a n u fa c tu re r  w ishes to make in  i t s  

r e l a t i o n s h i p  w ith  th e  d i s t r i b u t o r .  Because th e  d e t a i l e d  r e s u l t s  

a r e  p re se n te d  in  C hapter  5 ,  th e  broad p a t t e r n  of f in d in g s  i s  

emphasized h e re .  Three f a c t o r s  were c o n s id e r e d :  s t a k e ,

e x p e r i e n c e ,  and u n c e r t a i n t y ,

a )  S take

Study r e s u l t s

The l i n k  between s ta k e  and the  M-D r e l a t i o n s h i p  was argued  

to in v o lv e  " p r o t e c t i o n " .  Thus, f irm s  t h a t  have made a l a r g e
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in v e s tm en t in  a r e l a t i o n s h i p  w i l l  p r o t e c t  i t  by ta k in g  c e r t a i n  

a c t io n s  to  "shape" i t ,  e . g . ,  drawing up a l e g a l  ag reem en t,  

a s s ig n in g  s p e c i f i c  r o l e s  to  each p a r ty  and d e v is in g  s ta n d a rd  

b u s in e s s  r o u t i n e s .  The ev idence fo r  such a l i n k  i s  d is c u s s e d  

below.

I t  w i l l  be r e c a l l e d  th a t  s ta k e  was looked a t  from two 

s t a n d p o i n t s .  J o i n t  s t a k e  r e f l e c t s  what th e  two p a r t i e s  have 

in v e s te d  in  th e  r e l a t i o n s h i p ,  whereas o n e - p a r ty  s ta k e  r e v e a l s  

what e i t h e r  the  m a n u fa c tu re r  o r  the  o v e rs e a s  d i s t r i b u t o r  would 

lo s e  i f  th e  a rrangem ent were to end. The s tu d y  r e s u l t s  a re  s e t  

ou t in  F ig u re  7 - 2 .  As can be seen ,  th e  n o t io n  o f  " p r o t e c t io n "  in  

h igh  s ta k e  r e l a t i o n s h i p s  r e c e iv e d  only  a modicum of s u p p o r t .  The 

one c o n s i s t e n t  f in d in g  i s  t h a t  where t h e r e  e x i s t s  a h ig h  l e v e l  of 

s t a k e ,  so too i s  th e r e  more f re q u e n t  in te r -co m p a n y  c o n t a c t  and 

r e s o u rc e  exchange. Two o th e r  f in d in g s  were as e x p e c te d .  F i r s t ,  

h ig h  j o i n t  s ta k e  was accompanied by more form al w r i t t e n  

ag ree m en ts .  Second, where one p a r ty  had h igh  s ta k e  in  the  

r e l a t i o n s h i p  (an d ,  h en se ,  was h ig h ly  d e p e n d e n t) ,  th e  o th e r  p a r ty  

tended to  dom inate  d ec is io n -m a k in g .  The rem ain ing  r e s u l t s  

p r e s e n t  no c l e a r  ev id en ce  of a l i n k  between s ta k e  and M-D 

r e l a t i o n s .

Im p l ic a t io n s  of th e  r e s u l t s  .

V arious  r e s u l t s  a r e  s e le c te d  fo r  comment in  t h i s  

" im p l i c a t io n s "  s e c t i o n  and two t h a t  fo l lo w  l a t e r .  Those chosen  

a re  viewed to have r e p e r c u s s io n s  on e x p o r t  p e rfo rm an ce .
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Figure 7-2 
STUDY RESULTS: THESIS - PART TWO
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Of the  r e s u l t s  d e s c r ib e d  above , th e  most i n t e r e s t i n g  i s  t h a t  

r e g a rd in g  d e c is io n -m a k in g .  M an u fa c tu re rs  dom inated 

d ec is io n -m ak in g  when they  d e a l t  w ith  a h ig h ly  dependen t o v e rse a s  

d i s t r i b u t o r .  (This  was much l e s s  th e  case  when th e  d i s t r i b u t o r  

had th e  p o t e n t i a l  to impose i t s  w i l l  on the  m a n u fa c tu r e r ) .

Perhaps th e  m a n u fa c tu re r  sees  g a in s  r e s u l t i n g  f r m  o v e r t l y  

in f lu e n c in g  d e c i s i o n s , bu t th e s e  cou ld  be s h o r t - t e r m  g a in s  a t  

b e s t ,  fo r  h igh  ex p o r t  perform ance was e a r l i e r  seen  to  be 

accompanied by more j o i n t n e s s  i n  d ec is io n -m ak in g  (o r  more 

r e c i p r o c i t y ) .  A part from t h i s  f i n d i n g ,  h igh  s ta k e  i s  seen to  

b r in g  w ith  i t  more in t e n s e  and somewhat more form al r e l a t i o n s .  

These r e s u l t s  a r e  c o n s i s t e n t  w ith  th o s e  of h igh  perfo rm ance 

d y a d s .

b) E xperience

S tudy r e s u l t s

Dyads w ith  g r e a t e r  e x p e r ie n c e  of i n t e r n a t i o n a l  t r a d in g  were 

expec ted  to  have d i f f e r e n t  k in d s  of r e l a t i o n s  than  th o se  where 

l e s s  knowledge and f a m i l i a r i t y  e x i s t e d . To a l a r g e  e x t e n t  t h i s  

was so ( s e e  F ig u re  7 - 2 ) .  A lthough v a r io u s  ty p e s  o f  e x p e r ie n c e  

were c o n s id e r e d ,  w ith  one e x c e p t io n ,  s i m i l a r  f in d in g s  were in  

e v id e n c e .

E x p e r ien ce  o f  o v e rse a s  t r a d in g  appea rs  to  shape M-D 

r e l a t i o n s  in  s e v e r a l  ways. V erbal u n d e r ta k in g s  a r e  more l i k e l y  

to  be found than  w r i t t e n  ag ree m en ts .  T rad ing  e x p e r ie n c e  around 

th e  world seems a l s o  to  le ad  to  more j o i n t  d e c is io n -m a k in g  

p ro c e s s e s  and l e s s  c o n f l i c t  between the  p a r t i e s .  These r e s u l t s
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were a l l  a n t i c i p a t e d .  One t h a t  was n o t ,  showed th e se  dyads to  be

more f l e x i b l e  about th e  r o l e  o f  each company and b u s in e s s

r o u t i n e s .  Here i t  was ex p ec ted  t h a t  e x p e r ie n c e  would recommend 

c l e a r l y  d e f in e d  r e s p o n s i b i l i t i e s  and p ro c e d u re s .  A p p a re n t ly ,  

t h i s  i s  no t th e  c a s e .

For th e  f i n a l  r e l a t i o n s h i p  c h a r a c t e r i s t i c ,  c o n t r a s t i n g

r e s u l t s  m a t e r i a l i z e d .  In dyads where th e r e  was more e x p e r ie n c e

o u t s id e  th e  c u r r e n t  r e l a t i o n s h i p ,  i . e . ,  e x t e r n a l  e x p e r i e n c e ,  more 

i n t e n s e  r e l a t i o n s  were found . However, i n  dyads where th e  two 

f irm s  had more e x p e r ie n c e  o f  d e a l in g  w ith  each o t h e r ,  i . e . ,  

i n t e r n a l  e x p e r i e n c e ,  l e s s  i n t e n s i t y  was a p p a r e n t .  A t e n t a t i v e  

e x p la n a t io n  f o r  th e s e  d i f f e r i n g  r e s u l t s  was o f f e r e d  in  C h ap te r  5 .

I m p l i c a t io n s  o f  th e  r e s u l t s

Two of th e  r e s u l t s  d e s c r ib e d  above c o n t r a s t  w ith  th o se  fo r  

h igh perform ance r e l a t i o n s h i p s .  As such ,  they  shou ld  g iv e  cau se  

f o r  conce rn  i f  h ig h  perfo rm ance  i s  an im p o r ta n t  g oa l of th e  

e x p o r te r  in  q u e s t i o n .  The two r e s u l t s  a r e :  f i r s t ,  as  e x p e r ie n c e

grows th e r e  i s  a tendency  tow ards  l e s s  form al r e l a t i o n s .  Second, 

and more im p o r ta n t ,  th e  lo n g e r  th e  two companies ( o r  two key 

c o n t a c t  p e rso n s )  have been a s s o c i a t e d  w ith  each o t h e r ,  th e  l e s s  

i n t e n s e  th e  r e l a t i o n s h i p .  This  l a s t  m a t te r  i s  p a r t i c u l a r l y  

w orthy of management a t t e n t i o n ,  f o r  once the  "w ithd raw al"  p ro c e s s  

has begun, i t  may be d i f f i c u l t  to  r e v e r s e .  As f i rm s  become more 

rem ote from each o t h e r ,  t h e r e  i s  l i t t l e  chance t h a t  p o t e n t i a l l y  

rew ard ing  avenues o f  b u s in e s s  w i l l  be i d e n t i f i e d  and, h e n c e ,  

e x p l o i t e d .  Thus, w h ile  some r e d u c t io n  in  the i n t e n s i t y  of
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i n t e r - f i n u  r e l a t i o n s  might be ex p ec ted  in  lo n g e r - s t a n d in g  or 

m ature  r e l a t i o n s h i p s ,  c o n t a c t s  shou ld  be m a in ta in e d  a t  some 

minimal l e v e l  of f req u e n c y ,

c) U n c e r ta in ty

S tudy r e s u l t s

I t  was expec ted  t h a t  M-D r e l a t i o n s h i p s  would v a ry  depending 

on th e  l e v e l  of u n c e r t a i n t y  f a c in g  th e  two com panies . The 

summarized r e s u l t s  a r e  s e t  o u t ,  once a g a in ,  i n  F ig u re  7 - 2 ,  and 

th e se  len d  su p p o r t  to t h i s  v iew . However, s e v e r a l  o f  th e  

f in d in g s  were the  r e v e r s e  of th o se  a n t i c i p a t e d .

Two f in d in g s  were as  e x p e c te d .  F i r s t ,  i t  was found t h a t  

when the  dyad members faced  more u n c e r t a i n t y ,  th ey  tended  to be 

i n  more f r e q u e n t  c o n ta c t  w ith  one a n o th e r .  Second, more f r e q u e n t  

c o n f l i c t  was a l so  a c h a r a c t e r i s t i c  of dyads t h a t  faced  g r e a t e r  

u n c e r t a i n t y .  These two r e s u l t s  c o r r o b o r a t e  th o se  o f  o th e r  

r e s e a r c h e r s  t h a t  have examined th e  im pact of th e  env ironm en t on 

in d i v id u a l  and connec ted  o r g n a n iz a t i o n s .  This  was no t so fo r  th e  

rem ain ing  r e s u l t s .  Here i t  was found th a t  g r e a t e r  en v iro n m en ta l  

u n c e r t a i n t y  was accompanied by more s t a n d a r d i z e d ,  l e s s  

r e c i p r o c a l ,  and l e s s  r e s o u r c e - i n t e n s e  r e l a t i o n s .  These f in d in g s  

a re  now d i s c u s s e d .

I m p l ic a t io n s  o f  th e  r e s u l t s

The o r g a n iz a t i o n  -  env ironm ent l i t e r a t u r e  i n d i c a t e s  t h a t  

when an o r g a n i z a t i o n ( s )  fa c e s  a h ig h ly  u n c e r t a in  e n v iro n m en t ,  

s u c c e s s  i s  more l i k e l y  to be en joyed  i f  l o o s e ,  a d a p t iv e ,  and open
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s t r u c t u r e s  and p ro ced u res  a r e  employed. Yet the  s tu d y  dyads in  

t h i s  v e ry  s i t u a t i o n  showed th e  o p p o s i te  t e n d e n c ie s .  These f i rm s  

he lp ed  each o th e r  l e s s ,  and were more in c l in e d  tow ards r i g i d  and 

somewhat s e l f i s h  r e l a t i o n s .  Because o f  th e s e  i n a p p r o p r i a t e  

r e s p o n s e s ,  p e rh a p s ,  th e se  dyads perform ed l e s s  w e ll  th a n  o th e r s  

in  the  sam ple.

Some c l e a r  p o l i c y  im p l i c a t io n s  a r e  su g g es ted  by th e s e  

r e s u l t s .  As has been p o in te d  ou t e a r l i e r ,  the  m a n u fa c tu re r  t h a t  

can  change the  n a tu r e  of i t s  r e l a t i o n s h i p  may f in d  t h a t  

perform ance a l s o  changes .  Again th e n ,  in  th e  c o n te x t  o f  

e n v iro n m en ta l  u n c e r t a i n t y ,  th e  r e l a t i o n a l  c h a r a c t e r i s t i c s  o f  h ig h  

perfo rm ance dyads b e a r  c lo s e  c o n s i d e r a t i o n .  I t  must be 

r e c o g n iz e d ,  however, t h a t  h ig h  u n c e r t a i n t y  does c r e a t e  some 

problem s t h a t  may be very  d i f f i c u l t  to overcome. For exam ple, 

th e  s t r o n g e r  l i k e l i h o o d  of t e n s i o n  and d isag ree m en t  in  t h i s  

s i t u a t i o n  i s  a l l  too a p p a r e n t .  Y et, a s  has been seen ,  f r e q u e n t  

c o n f l i c t  i s  no t a c h a r a c t e r i s t i c  of h ig h  perform ance d y ad s .  The 

ev idence  s u g g e s ts  t h a t  when b u s in e s s  i s  t r a n s a c t e d  in  a dyad t h a t  

f a c e s  h ig h  u n c e r t a i n t y ,  s k i l l f u l  management i s  c r u c i a l  to  h igh  

e x p o r t  perfo rm ance ,

d) Review

Three f irm  and environm ent f a c t o r s  have been d i s c u s s e d  i n  

t h i s  s e c t i o n .  To d i f f e r i n g  e x t e n t s ,  each f a c t o r  shapes  the  

n a tu r e  o f  th e  M-D r e l a t i o n s h i p .  As a r e s u l t ,  th e  m a n u fa c tu re r  

t h a t  w ishes  to  pursue h igh  e x p o r t  perform ance must c o n s id e r  th e se  

m a t t e r s .  In  some c a s e s ,  th e  t a s k  of shap ing  th e  r e l a t i o n s h i p  i s  

n o t  impeded by th e s e  f a c t o r s , w hereas in  o th e r s  th e  r e v e r s e  i s
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t r u e .  Whatever th e  c a s e ,  th e s e  a r e  a d d i t i o n a l  m a t t e r s  fo r  th e  

e x p o r te r  to d e a l  w i th .  I f  n o th in g  e l s e ,  th e s e  f in d i n g s  h i n t  a t  

th e  complex n a tu re  of in te rcom pany  r e l a t i o n s h i p s  of t h i s  k i n d , 

and of t h e i r  management. This  p o in t  i s  r e tu r n e d  to a g a in .

7 .2 .3  C avea ts  c o n ce rn in g  th e  s tu d y  r e s u l t s

T his  s tu d y  has sought to  examine M-D r e l a t i o n s h i p s  and 

e x p o r t  perfo rm ance , and C anadian  -  U.K. t r a d in g  a rran g em en ts  were 

chosen  as ,the s e t t i n g  f o r  th e  r e s e a r c h .  Because the  

i n v e s t i g a t i o n  was r e s t r i c t e d  to t h i s  one s e t t i n g ,  th e  tendency  to  

g e n e r a l i z e  from th e s e  r e s u l t s  must be r e s i s t e d .  O ther r e s e a r c h  

along the  same l i n e s ,  or r e p l i c a t i o n s  of t h i s  s tu d y  must be 

conducted  b e fo re  th e  r e l i a b i l i t y  o f  th e se  r e s u l t s  can be 

e s t a b l i s h e d .

A nother p o in t  conce rns  the  v a l i d i t y  of the  c u r r e n t  r e s u l t s .  

V a l i d i t y  i s  c o n s id e re d  from two a n g l e s .  E x te r n a l  v a l i d i t y  r e f e r s  

to  w hether a b ia s  i s  in t ro d u c e d  t h a t  makes th e  f i rm s  s tu d ie d  

s y s t e m a t i c a l l y  d i f f e r e n t  from th e  p o p u la t io n  of f i rm s  o f  

i n t e r e s t .  In  t h i s  c o n n e c t io n ,  i t  i s  f e l t  t h a t  th e  b ia s  i s  low. 

Firms were s e l e c t e d  in  a random f a s h io n ,  and -  where s a t i s f a c t o r y  

a r ran g em en ts  cou ld  be made -  a l l  t h a t  met the  i n c l u s i o n  c r i t e r i a  

were in t e r v ie w e d .  I n t e r n a l  v a l i d i t y  r e f e r s  to  b ia s  t h a t  m igh t 

e x i s t  w ith  r e s p e c t  to th e  f i rm s  in t e r v ie w e d ,  r a t h e r  than  the  

p o p u la t io n  as  a w hole. A gain, i t  i s  b e l ie v e d  t h a t  b ia s  was 

m in im a l.  A l l  f irm s  were in te rv ie w e d  by th e  r e s e a r c h e r ,  who a l s o  

t r a n s c r i b e d  th e  ta p e  r e c o rd in g s  and coded th e  d a ta  s h e e t s .  In  

each case  th e  in te rv ie w e e  was th e  p e rso n  w ith  th e  major
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r e s p o n s i b i l i t y  f o r  d e a l in g  w ith  i t s  dyad ic  p a r t n e r . In  many 

c a s e s ,  t h i s  was th e  owner o r  c h i e f  e x e c u t iv e .  In  s p i t e  of th e  

c o n s i s te n c y  of t r e a tm e n t ,  e r r o r s  a r e  e v e rp re s e n t  in  f i e l d  

s t u d i e s .  H o p e fu l ly ,  they  have been k ep t to  a minimum in  t h i s  

p a r t i c u l a r  c a s e .

7 .2 .4  I n s i g h t  p ro v id e d  by th e  s tu d y  r e s u l t s

This s tu d y  i s  th e  f i r s t  to  e m p i r i c a l l y  examine th e  o v e rs e a s  

d i s t r i b u t o r  t r a d in g  method in  any d e p th .  Because i t  i s  th e  f i r s t  

o f  i t s  k in d ,  th e  r e s u l t s  must be seen as s u g g e s t iv e  r a t h e r  th a n  

c o n c lu s iv e .  F u r th e r  r e s e a r c h  w i l l  en ab le  the  f in d in g s  from the  

c u r r e n t  s tu d y  to  be seen  in  a b ro a d e r  l i g h t .  In  th e  m eantim e, 

th e  r e s u l t s  p ro v id e  i n t e r e s t i n g  and u s e f u l  in fo rm a t io n  f o r  fo u r  

ty p e s  of r e a d e r .  These a r e :  1) Canadian m a n u fa c tu re r s  s e l l i n g ,

o r  p lann ing  to s e l l  t h e i r  i n t e r m e d i a te  p ro d u c ts  th ro u g h  

d i s t r i b u t o r s  in  th e  U.K. m arke t;  2 )  U.K. i m p o r t / d i s t r i b u t o r s  o f  

th e se  same p ro d u c ts ;  3) C anad ian  t r a d e  and in d u s t r y  o f f i c i a l s  

i n t e r e s t e d  in  im proving e x p o r t  pe rfo rm ance ; and 4) academics w ith  

i n t e r e s t s  in  t h i s  f i e l d .  These a re  now c o n s id e re d  in  t u r n .

For b o th  m a n u fa c tu re r  and o v e rse a s  d i s t r i b u t o r ,  i n s i g h t  i s  

p rov ided  about the  n a tu r e  of s u c c e s s f u l  r e l a t i o n s h i p s .  The 

r e s u l t s  of th e  r e s e a r c h  show t h a t  su c c e ss  i s  more p ro b ab le  when 

c e r t a i n  c h a r a c t e r i s t i c s  a r e  in  e v id e n c e .  Follow ing  on from t h i s ,  

i t  i s  im p o r ta n t  t h a t  th e  e x p o r te r  d i s p la y  a commitment to th e  

r e l a t i o n s h i p  and a p re p a re d n e ss  to  be a d a p ta b le .  F u r th e rm o re ,  

c o n f l i c t  must be k ep t  to a t o l e r a b l e  l e v e l .  These a re  g o a ls  f o r  

th e  e x p o r te r  to  s t r i v e  f o r .
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These g o a ls  may be r e a l i s e d  in  a number o f  ways. I t  has 

been argued t h a t  commitment can be dem o n stra ted  th ro u g h  th e  use 

of w r i t t e n  ag ree m en ts ,  and r e g u la r  and f r e q u e n t  programmes of 

c o n ta c t  and r e s o u rc e  exchange w ith  th e  d i s t r i b u t o r .  A d a p t a b i l i t y  

i s  shown by a w i l l i n g n e s s  to  be f l e x i b l e  about p r o d u c ts ,  

p ro c e d u re s ,  and d e c i s io n -m a k in g .  I f  programmes of th e s e  k inds  

a r e  e s t a b l i s h e d ,  c o n f l i c t  w i l l  p ro b a b ly  be a t  a minimum. The 

m a n u fa c tu re r  shou ld  a l s o  r e c o g n iz e  t h a t  r e l a t i o n s h i p  management 

r e q u i r e s  s u s t a in e d  e f f o r t  on i t s  p a r t .  S u c c e s s fu l  r e l a t i o n s h i p s  

do no t come about on t h e i r  own, r a t h e r  they  r e s u l t  from a s e r i e s  

of i n i t i a t i v e s  ta k e n  over t im e ,  as  e x p e r ie n c e  grow s, and w ith  th e  

adven t o f  changed c o n d i t i o n s .  The case  s t u d i e s  of "growing" 

r e l a t i o n s h i p s  show what might be done in  t h i s  r e g a r d ,  w hereas the  

o th e r  case  s t u d i e s  i n d i c a t e  how v a r io u s  m a n u fa c tu re r s  went 

a s t r a y .  I t  i s  most im p o r ta n t  t h a t  the  e x p o r te r  g iv e  c a r e f u l  

though t to th e s e  m a t t e r s ,  fo r  M-D r e l a t i o n s h i p s  a r e  complex and 

dynam ic.

E x p o r t in g  i s  such an im p o r ta n t  a c t i v i t y  i n  most n a t io n s  t h a t  

government and i n d u s t r y  o r g a n iz a t i o n s  p la y  an a c t i v e  r o l e  in  i t s  

s t i m u l a t i o n .  Canada i s  no e x c e p t io n .  S ince  o f f i c i a l s  o f  th e se  

o r g a n iz a t i o n s  o f f e r  a d v ic e ,  and run e d u c a t io n a l  programmes fo r  

C anada 's  m a n u fa c tu r e r s ,  th e s e  r e s u l t s  should  be of i n t e r e s t .  

Canada i s  anx ious  to  improve i t s  p e n e t r a t i o n  o f  m anufac tu red  

goods im p o rts  around the  w o rld ,  and th e s e  U .K .-based  f in d i n g s  

p ro v id e  p e r t i n e n t  in f o r m a t io n .
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For th o se  w ith  a more academic i n t e r e s t  in  the  f i e l d  covered 

by th e  r e s e a r c h ,  i n s i g h t  i s  a l s o  p ro v id e d .  T h is  i s  expanded on 

in  the  fo l lo w in g  s e c t i o n .

7 .3  PAST, CURRENT, AND FUTURE RESEARCH

7 .3 .1  The c u r r e n t  s tu d y  i n  c o n te x t

I n t e r n a t i o n a l  m a rk e tin g  i s  a h ig h ly  im p o r ta n t  economic 

a c t i v i t y ,  y e t  the  l i t e r a t u r e  s c a r c e l y  r e f l e c t s  t h i s  f a c t .

Although th e  l i t e r a t u r e  i s  s i z e a b l e ,  th e  m a jo r i t y  o f  

c o n t r i b u t i o n s  a r e  of an a n e c d o ta l  o r  i m p r e s s i o n i s t i c  k in d ,  and 

th e r e  i s  a n o t i c e a b l e  absence  of e m p i r ic a l  s t u d i e s .  T h is  

s i t u a t i o n  has led  Wind (1979, p . 11) to  c la im  t h a t  i n t e r n a t i o n a l  

m ark e tin g  has a " s t e p - c h i l d "  s t a t u s  in  th e  m a rk e tin g  l i t e r a t u r e .  

The c u r r e n t  s tu d y  i s  one sm all  s te p  tow ards r e d r e s s in g  t h i s  

s i t u a t i o n .

Popper m e ta p h o r ic a l ly  s u g g e s ts  t h a t  " t h e o r i e s  a r e  n e t s  to 

c a tc h  what we c a l l  ' th e  w o r ld ’ : to  r a t i o n a l i z e ,  to  e x p la in  and

to  m a s te r  i t .  We endeavour to  make the  mesh f i n e r  and f i n e r "  

(1959, p .  5 9 ) .  H o p e fu l ly ,  t h i s  s tu d y  p ro v id e s  m a t e r i a l  t h a t  

h e lp s  th e  advance o f  th e o ry  in  i n t e r n a t i o n a l  m a rk e t in g . A model 

of M-D r e l a t i o n s h i p s  has been proposed in  t h i s  s tu d y .  Im p o r ta n t  

d e s c r i p t i v e  v a r i a b l e s  were g e n e ra te d  from rev iew s of v a r io u s  

bod ie s  o f  l i t e r a t u r e  and from p r e l im in a r y  f ie ld w o rk .  Then th e  

l i n k s  between th e se  v a r i a b l e s  were t e s t e d  th rough  a n a l y s i s  of 21 

s e t s  o f  d y ad ic  d a t a .  A good number of s t a t i s t i c a l l y  s i g n i f i c a n t  

f in d in g s  were e v i d e n t ,  and th e se  l e n t  a r e a s o n a b le  m easure of 

su p p o r t  fo r  th e  s t a t e d  h y p o th e se s .  O v e r a l l ,  th e n ,  th e  model
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seems a good "n e t"  in  which to  c a tc h  the  "world" of M-D e x p o r t in g  

r e l a t i o n s h i p s .

By s tu d y in g  m arke ting  channe l b ehav iou r  i n t e r n a t i o n a l l y ,  the  

r e s e a r c h  a l so  s e rv e s  to  ex tend  th e  c u r r e n t  m ark e tin g  ch a n n e ls  

l i t e r a t u r e ,  which i s  a lm ost e x c l u s i v e l y  based on r e s e a r c h  in t o  

dom est ic  U.S. c h a n n e ls .  Two o th e r  f e a t u r e s  of th e  r e s e a r c h  

shou ld  be m en tioned .  F i r s t ,  th e  c o n c e p tu a l  model developed  in  

C hap ter  3 i s  an e x p la n a t io n  c h a in .  Thus, a s  no ted  a t  th e  

b eg in n in g  of t h i s  c h a p t e r ,  i t  i s  im p lied  th a t  c e r t a i n  f irm  and 

environm ent f a c t o r s  shape th e  M-D r e l a t i o n s h i p ,  and th a t  t h i s  

r e l a t i o n s h i p  in  t u r n ,  h e lp s  to  e x p la in  dyad ic  p e rfo rm an ce .  While 

Hunt c la im s  th a t  " e x p la n a t io n  c h a in s  abound in  m a rk e t in g "  (1976, 

p . 5 3 ) ,  r e l a t i v e l y  few have been examined in  the  f i e l d s  covered 

in  t h i s  s tu d y .  Second, th e  r e s e a r c h  r e p o r te d  h e re  had a d y a d ic  

em phasis .  In  o th e r  words, b o th  m a n u fa c tu re r  and o v e rse a s  

d i s t r i b u t o r  views and e x p e r ie n c e s  were r e f l e c t e d  i n  th e  d a ta  t h a t  

th e  a n a l y s i s  was based upon. A gain , r e l a t i v e l y  few r e s e a r c h  

s tu d ie s  have tak en  t h i s  approach  in  the  p a s t ,  b u t  a number o f  

m ark e tin g  academ ics have argued t h a t  t h i s  s i t u a t i o n  should  change 

( s e e ,  fo r  example : Bonoma, Bagozzi and Zaltm an 1978, p .  5 3 ) .

7 .3 .2  S u g g e s t io n s  f o r  f u t u r e  r e s e a r c h

I n e v i t a b l y ,  in  th e  p assage  o f  a r e s e a r c h  p r o j e c t ,  th o u g h ts  

tu rn  to b e t t e r  methods of r e s e a r c h in g  th e  problem a r e a ,  and to  

e x te n s io n s  o f  the  work in  q u e s t io n .  This  i s  p a r t i c u l a r l y  th e  

case  when th e  to p ic  be ing  s tu d ie d  has r e c e iv e d  l i t t l e  e m p i r i c a l
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a t t e n t i o n .  A number of s u g g e s t io n s  f o r  f u tu r e  r e s e a r c h  in  t h i s  

f i e l d  a re  now made.

In  f u t u r e  s tu d i e s  o f  a s i m i l a r  k i n d , th e  r e s e a r c h e r  would be 

w e ll  ad v ised  to in c lu d e  a n arrow er range  of p ro d u c ts  in  th e  

company sam ple . At th e  o u t s e t  of t h i s  s tu d y ,  i t  was b e l ie v e d  

t h a t  company p roduc t d i f f e r e n c e s  would no t im pact on channe l  

r e l a t i o n s h i p s  in  a s i g n i f i c a n t  manner. A lthough a l l  the  p ro d u c ts  

of  th e  companies r e p r e s e n t e d  in  th e  sample were th o se  d e s t in e d  

f o r  in t e r m e d i a t e  m a rk e ts ,  th e  range  in  c o s t ,  c o m p le x i ty ,  s e l l i n g  

r e q u i r e m e n t s ,  e t c . ,  may w e ll  have meant t h a t  somewhat d i f f e r e n t  

ty p e s  of M-D dyads were exam ined. However, th e  f a c t  t h a t  so many 

s i g n i f i c a n t  v a r i a b l e  a s s o c i a t i o n s  emerged in  t h i s  s i t u a t i o n ,  

a t t e s t s  to  th e  s t r e n g t h  o f  many of the  l i n k s  exam ined.

I f  a d e s i r e  to s tu d y  changes and development i n  M-D r e l a 

t i o n s  looms l a r g e  in  f u t u r e  r e s e a r c h ,  th e n  lo n g i t u d i n a l  methods 

should  be u t i l i z e d .  M u l t ip le  d a t a - c o l l e c t i o n  p o in t s  would a l low  

th e  r e s e a r c h e r  to  be much more a s s e r t i v e  about the  m agnitude and 

re a so n s  f o r  change in  M-D r e l a t i o n s h i p s .  As was p o in ted  out i n  

C hap ter  6 ,  how ever, methods o f  t h i s  k ind  a re  c o s t l y ,  in v o lv in g  

s e v e r a l  t r i p s  to  a t  l e a s t  two c o u n t r i e s  fo r  d a ta  c o l l e c t i o n .

" G e o c u l tu r a l  s e p e r a t io n "  was one f a c t o r  i d e n t i f i e d  in  

C hap te r  2 as  a f f e c t i n g  ex p o r t  p e rfo rm an ce .  To some e x t e n t ,  th e se  

were minimized in  th e  p r e s e n t  s tu d y ,  f o r  w h ile  O n ta r io  i s  q u i t e  

g e o g r a p h ic a l ly  removed from th e  U .K .,  th e  e f f e c t  o f  d i s t a n c e  i s  

reduced  by modern t r a n s p o r t a t i o n  and communication l i n k a g e s .

A lso , th e  c u l t u r a l  c o n t r a s t s  between Canada and th e  U .K ., a re  no t 

l a r g e .  Fo llow ing  on from t h i s ,  M-D r e l a t i o n s h i p s  shou ld  p ro b ab ly
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be s tu d ie d  in  s i t u a t i o n s  where th e  s e p e r a t i o n  problem s a r e  more 

a c u t e ,  e . g . ,  Canada -  B r a z i l .  A gain , however, such an app ro ach  

r e q u i r e s  a l a r g e r  r e s e a r c h  budget and i s  l i k e l y  more ta x in g  f o r  

the  r e s e a r c h e r  in v o lv e d .

F i n a l l y ,  a l th o u g h  i t  i s  f e l t  t h a t  the  most im p o r ta n t  

v a r i a b l e s  a re  in c lu d e d  in  th e  model t h a t  has been t e s t e d ,  f u t u r e  

r e s e a r c h  might w e ll  c o n s id e r  o th e r  f irm  and env ironm ent f a c t o r s , 

r e l a t i o n s h i p  c h a r a c t e r i s t i c s ,  and outcome v a r i a b l e s .  Scope a l s o  

e x i s t s  f o r  d i f f e r e n t  o p e r a t i o n a l i z a t i o n  o f  th e  v a r i a b l e s  used 

h e r e .  In summary, th e  r e s e a r c h  agenda i n  t h i s  a r e a  o f  

i n t e r n a t i o n a l  m a rk e t in g , as  in  o t h e r s , i s  long and in  need of 

u rg e n t  a t t e n t i o n .

7 .4  CONCLUDING COMMENTS

Numerous f a c t o r s  -  c o n t r o l l a b l e  and u n c o n t r o l l a b l e  -  a f f e c t  

the  su c c e ss  o f  any m a n u fa c tu re r  in  f o r e ig n  m a rk e ts ,  bu t H ir s c h  

(1971) a rg u e s  t h a t  m arke ting  p o l i c i e s  d e te rm in e  th e  l e v e l  of 

ex p o r t  perform ance more th a n  o th e r  c o n t r o l l a b l e  f a c t o r s .  When 

e x p o r t in g  ta k e s  p la c e  th ro u g h  an o v e rs e a s  d i s t r i b u t o r , th e  

m a n u fa c tu r e r ' s  m ark e tin g  p o l i c i e s  a r e  v e ry  much a f f e c t e d  by th e  

a t t i t u d e s  and a c t i v i t i e s  of th e  d i s t r i b u t o r .  At an o p e r a t i o n a l  

l e v e l ,  th e  m a n u f a c tu r e r ' s  p o l i c i e s  a re  t ran s fo rm e d  i n t o  m a rk e t in g  

a c t i o n  by th e  d i s t r i b u t o r ,  th ro u g h ,  f o r  exam ple, a d v e r t i s i n g ,  

s to c k in g ,  s e l l i n g ,  and s e r v i c i n g .  D i s t r i b u t o r s  o f t e n  p la y  a r o l e  

i n  p o l i c y  fo rm a t io n  t o o . Many p ro v id e  ad v ic e  on p ro d u c t  l i n e  

developm ent and a s se s sm e n ts  of c o m p e t i t o r s '  s t r a t e g i e s  in  th e  

o v e rs e a s  m a rk e t .  T h is  can be an in v a lu a b le  s e r v i c e  to the
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m a n u fa c tu re r .  But b e fo re  the  o p e r a t i o n a l  and p o l i c y  b e n e f i t s  can 

be e n jo y e d ,  th e  m a n u fa c tu re r  has to  work hard  a t  th e  r e l a t i o n s h i p  

i t  has w ith  i t s  d i s t r i b u t o r .

The p o t e n t i a l  t h a t  e x i s t s  i n  a f o r e ig n  m arke t can  o n ly  be 

t r u l y  e x p lo i t e d  i f  c e r t a i n  drawbacks o r  " c o m p l ic a t io n s "  of the  

o v e rse a s  d i s t r i b u t o r  method a r e  overcome. This  i s  no e a sy  

m a t t e r ,  as  the  s tu d y  has shown. But th e  in h e re n t  d i f f i c u l t i e s  of 

u s in g  o v e rse a s  d i s t r i b u t o r s  can be overcome and h igh  perfo rm ance 

made p o s s i b l e .  H o rton ,  a p r a c t i t i o n e r ,  d e s c r ib e s  t h i s  p ro c e ss  as  

fo l lo w s  :

A d i s t r i b u t o r  i s  an in d e p e n d e n t .  But i f  he i s  made 
aw are of th e  o p p o r tu n i ty  be ing  o f f e r e d  he w i l l  respond  
to  your en th u s ia sm  and your w i l l  to  succeed  . . .  As 
m utual r e s p e c t  grows and the  commitment you b o th  make 
becomes more s i g n i f i c a n t ,  he w i l l  be more l i k e l y  to  
f o l lo w  your d i r e c t i o n .  Then the  d i s t r i b u t o r ' s  
c o n t r i b u t i o n  becomes i n v a l u a b l e .  He u n d e rs ta n d s  h i s  
n a t i o n ’ s m e n ta l i t y ,  a t t i t u d e ,  c u l t u r e ,  p r e ju d i c e s  -  
and language  -  b e t t e r  than  any o u t s i d e r .  T h is  
com b in a tio n  makes a f irm  base  fo r  b u i ld in g  b u s in e s s  
. . .  (1977, p .  74)

T h is  q u o ta t io n  p a ra p h ra s e s  v e ry  w e ll  much of what has gone 

b e f o r e .  The r e l a t i o n s h i p  between m a n u fa c tu re r  and o v e rs e a s  

d i s t r i b u t o r  i s  bo th  complex and dynam ic. Yet the  m a n u fa c tu re r  

must a t te m p t  to  manage th e  r e l a t i o n s h i p  so as  to ach iev e  i t s  

f o r e ig n  m arket p e n e t r a t i o n  o b j e c t i v e s .  The s tu d y  r e s u l t s  show 

t h a t  h igh  perform ance i s  f e a s i b l e  when an o v e rse a s  d i s t r i b u t o r  i s  

u sed ..  Some o f  the  d i f f i c u l t i e s  and p i t f a l l s  o f  t h i s  e x p o r t in g  

method a re  a l s o  d e m o n s t ra te d .  Most im p o r ta n t ly ,  however, th e  

r e s e a r c h  i d e n t i f i e s  th e  k ind of r e l a t i o n s h i p  th e  m a n u fa c tu re r  

should  t r y  to e s t a b l i s h  w ith  i t s  o v e rs e a s  d i s t r i b u t o r ,  so as  to  

s ta n d  the  b e s t  chance of f o r e ig n  m arke t s u c c e s s .
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Appendix Al

AGENDA OF ITEMS FOR PRELIMINARY FIELDWORK DISCUSSIONS

A sample o f  20 w r i t i n g s  were c o n s u l te d  to develop  an agenda 

o f  i tem s fo r  d i s c u s s io n  i n  p r e l im in a r y  f ie ld w o rk  (B ee th  1973; 

B ic k e rs  1971; B us iness  I n t e r n a t i o n a l  no d a t e ,  1970; C a teo ra  and 

Hess 1975; Chem icals EDC 1973; Cunningham and S p ig e l  1971; 

Deschampsneufs 1967; Heck 1972; Hunt, F ro g g e t t  and H ove ll  1967; 

MacDonald 1959; McMillan and P au lden  1974; M echanical E n g in ee r in g  

EDC 1968; M irac le  and Albaum 1970; Robinson 1973; Root 1966; 

S t u a r t  1965; Tookey 1964, 1975; W e lle r  1971 .)  The w r i t i n g s  in  

q u e s t io n  su g g es ted  the  fo l lo w in g  i tem s  of conce rn  in  M-D 

r e l a t i o n s h i p s  :

1. P ro v id in g  m arket d a t a ,  r e l a y in g  in f o r m a t io n ,  s e t t i n g  
t a r g e t s ,  in fo rm a t io n  fo r  p roduc t m o d i f i c a t io n

2. C re d i t  p o l i c y ,  a cc o u n ts  r e c e i v a b l e ,  c u r re n c y  problems

3. M a n u fa c tu r e r s ’ e x p o r t  p o l i c i e s  and i n t e n t i o n s

4. S ize  of m a n u fa c tu re r ,  HQ o r g a n iz a t i o n ,  s c a le  of 
o p e r a t io n s

5. O ther c h a r a c t e r i s t i c s  of m a n u fa c tu re r ,  e . g . ,  f o r e ig n  
language s k i l l s ,  r e p u t a t i o n  in  world t r a d e ,  number o f  
o v e rs e a s  s e l l i n g  methods used

6. C h a r a c t e r i s t i c s  of d i s t r i b u t o r ,  e . g . ,  s a l e s  a b i l i t y ,  
number of l i n e s  h a n d le d ,  f i n a n c i a l  s t a b i l i t y ,  s i z e ,  
t e c h n i c a l  a b i l i t i e s

7 . O verseas v i s i t s  by m a n u fa c tu re r ,  com m unications w ith  
d i s t r i b u t o r s

8. S e rv ic in g  r e q u i r e m e n ts ,  p ro v i s io n  of t e c h n i c a l  
in fo rm a t io n

9. P r i c in g  and m arg ins  p o l i c y ,  p r i c e  changes
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10. A d v e r t i s in g  and p ro m o tio n a l  a c t i v i t i e s

11. P h y s ic a l  supp ly  o f  p ro d u c t

12. I n v e n to r i e s  and p a r t s  su p p ly

13. P lan s  o f  m a n u fa c tu re r  f o r  own s a l e s  b ranch

14. T ra in in g  of d i s t r i b u t o r  by m a n u fa c tu re r

15. Com plaint h an d l in g  by m a n u fa c tu r e r ,  w a r ra n ty  and r e t u r n  
goods p o l i c y

16. C o n tro l  system s and perfo rm ance  a p p r a i s a l

17. Agreement between m a n u fa c tu re r  and d i s t r i b u t o r ,  e . g . ,  
e x c l u s i v i t y ,  l e g a l i t y

18. O ther s e r v i c e s  p ro v id ed  by m a n u fa c tu r e r ,  e . g . ,  payment 
o f  s o c i e t y / c l u b  f e e s ,  r e c o g n i t i o n  system

19. H is to ry  o f  m a n u f a c t u r e r - d i s t r i b u t o r  r e l a t i o n s h i p ,  e . g . ,  
l e n g th  o f  a s s o c i a t i o n ,  e x t e n t  of b u s in e s s  in v o lv ed

20. Demand and c r a a p e t i t iv e  l e v e l s  in  o v e rs e a s  m arket

21. P o l i t i c a l  f a c t o r s ,  e . g . ,  t r a d i n g  b lo c s  and t h e i r
m embership, t a r i f f  l e v e l s ,  l e g a l  p r o t e c t i o n  of th e
d i s t r i b u t o r .
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Appendix A2 
MANUFACTURER QUESTIONNAIRE
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ÜSirC DISTRIBUTORS IN EXPORT MARKETS 
THE EXPERIENCE OF CANADIAN 

MANUFACTURERS AND THEIR 
U.K. DISTRIBUTORS

INTERVIEW GUIDE/MANUFACTURER

Mcmufact ure r :

Conçany name 

Address 

Telephone 

Respondent's name 

Position

Distributor;

Company n«ime

Address

Telephone

Contact Person's Name 

Position
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1 BACKGROUND INFORMATION

1.1 I ’d like to begin by getting a better feel for the nature of your company 
emd its business. Is your company part of a larger group?

(Circle) Yes /  No

How is the group as a whole organized?
(Obtain organization chart or ask what this would roughly look like.)

1.2 How is your own company organized?
(Obtain organization chart or ask what this would roughly look like.)

1.3 About how many people are employed by your company?
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1.4 What are the main industries that the group as a whole operates in? 
(Obtain brochures, annual reports etc.)

1.5 What are your company's main product lines?

What is the approximate share of the company' s turnover accounted for 
by these product lines?

What are the main markets for these product lines?

Products % of total company 
turnover

Main Markets % of this product 
exported______

2 .

3.

4.
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1.6 If we took your TWO main product lines (from 1.5), who would be the main 
customers for these?
(Describe customers regarding technology, size, concentration etc.)

Product _ 

Customer

Product

Customer

1.7 Do you sell your products directly or indirectly to the customer in Canada?
direct /  indirect (specify)

U.S.A. direct /  indirect (specify)

Other export markets direct /  indirect (specify)

Export house in Canada 
Foreign buyer in Canada 
Agent
Distributor •
Canadian salesmen 
Own sales subsidiaries

EH
FB
A
D
CS
SS

Market Indirect Method
1. EH FB A D CS SS

2. EH FB A D CS SS

3. EH FB A D CS SS

4. EH FB A D CS SS

5. EH FB A D CS SS

EH FB A D CS SS
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(If export sales methods vary)
Why do you use different export methods in these markets?

1.8 How many distributors do you use in export markets in total (including U.K.)?

__________________________ /  uncertain
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2 EXPORTING HISTORY

2.1 How long has your company been 
exporting?

2.2 When did you begin to export 
to the U.K.?

2.3 How long have you been using 
distributors in export markets?

2.4 When did you first use a 
distributor in the U.K.?

2.5 Have you continued to use a 
distributor in the U.K. from 
that time to the present?

2.6 How long have you used 'D* 
as your distributor in the 
U.K.?

Date or Years

/uncertain

/uncertain

/uncertain

/uncertain

Yes /  No /  uncertain

Date or Years

/uncertain

2.7 You say that 'D* has been your distributor for ________ years now. The next
question I want to ask concerns your expectations of 'O' during their early 
days as your distributor. From talking with a number of exporting companies, 
i t  seems that manufacturers often have different ideas of what they want 
their distributor to do for them. On the one hand, some companies e:pect 
only sales of the distributor, while others almost expect their distributors 
to be like company sales offices, carrying adequate inventory, writing 
regular market reports, meeting annually set sales targets, and so on.
Of course, there are also companies expecting something in between these 
extremes.

What did your company expect of *D* in the early days?

uncertain
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2,8 In the same way that manufacturers have different expectations of their
distributors, it  seems that distributors often vary in their expectations 
of their principals. Some simply expect orders to be shipped, while others 
expect much more back-up assistance from the principal.
What would you say 'D' expected of your company in the early days?

uncertain

2.9 Over the period of your association with *D* would you say that your company's 
expectations of 'D' have changed?

Yes /  Somewhat /  No /  Uncertain

(If reply is yes or somewhat)
How have your expectations changed?

uncertain

2.10 Similarly, would you say that 'D's expectations of your company have changed 
over this period?

Yes /  Somewhat /  No /  Uncertain

How?

uncertain
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3 DISTRIBUTOR AGREEMENT

3.1 Moving on to the arrangements between your company and 'D'— 

Do you have a written distributor agreement with 'D'?

Yes /  No

(if yes)
Could I have a copy of your agreement for information please? 

(if no)
Is then, your agreement with 'D* a verbal one?

3.2 (If written)
What are your reasons for 
having a written agreement 
with 'D'?

Yes /  No

(If verbal)
What eure your reasons for having 
a verbaü. agreement with ' D ' ?

3.3 Who would you say mostly set the terms of the agreement?

Manufacturer More Manufacturer Jointly More Distributor Distri- Uncertain
than Distributor than manufacturer butor

3.4 In overall terms were you satisfied with the terms of the agreement as they 
were struck?

Satisfied Indifferent * Unsatisfied Uncertain

5 4 3 2

*  Knew wouldn't be very important.
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3.5 If somebody were to know the terms of your agreement with 'DV (concerning
procedures to follow, responsibilities etc.), would this give him an accurate 
picture of what happens between your company and 'D'?

Yes /  Somewhat /  No /  Uncertain

(if not yes) Why is this so?

3.6 How important is the agreement to you in your conpany dealings with 'D'? 

Very important Neither Very unimportant

5 4 3 2 1
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4 MAKING DECISIONS

We've spoken about the agreement and its importance in everyday terms.
I'd like to ask you how decisions of the following kind would be typically 
made between your company and 'D'
(Show card)

Manufacturer ■ 5
More manufacturer than distributor =» 4

Jointly = 3
More distributor than manufacturer = 2

Distributor = 1
Not applicable = 8

Uncertain » 9

4.1 Making a price quote on a large '
order?

5 4  3 2 1 / 8 9

4.2 Extending the credit period 
for a U.K. customer?

5 4  3 2 1 / 3 9

4.3 'D* adding an extra salesman?

5 4  3 2 1 / 8 9
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4.4 'D* increasing his gross
margin?

5 4 3 2 1 / 8 9

4.5 Larger inventories to be 
held in the U.K.?

5 4 3 2 1 / 8 9

4.6 Modifying a product in 
the U.K. to better meet 
customer-needs?

5 4  3 2  1 /  3 9

4.7 Making a delivery promise 
to a long established 
customer pressing for early 
shipment?

5 4  3 2  1 /  3 9

4.8 A sales reorganization at 
*D*?

5 4  3 2  1 /  8 9
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4.9 Revising the sales quota for 
'D* upwards because of 
booming demand?

5 4 3 2  1 /  8 9

4.10 A reduction of the principal's 
product line on offer in the 
U.K.

5 4  3 2  1 /  8 9

4.11 Are there other decision situations that you think illustrate how issues are 
handled by your company and 'D'?

1.

5 4  3 2 1 /  8 9

2 .

5 4  3 2  1 /  8 9

5 4  3 2  1 /  8 9

4.12 Sup^se a critical issue arises that requires an on-the-spot decision in the 
U.K. but 'D ' cannot reach you—would you stand behind the decision they 
make on your behalf?

Yes /  No /  Not applicable 

(Probe) /  Uncertain
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5 DISAGREEMENTS

5.1 Working with others sometimes involves disagreements. Overall, how often 
would you say you disagree with 'D'?

Very Very
Often Neither Seldom Uncertain

5 ' 4 3 2 1 9

5.2 When you do disagree, would you say that this is over

- objectives Yes /  No /  Uncertain

- how to achieve these
objectives Yes /  No /  Uncertain

5.3 How often do you disagree with 'D* about the following activities, and 
could you give examples from your owp business?

often = 5
seldom " 1

not applicable = 8
uncertain = 9

1. Exchanging information _______________________________________

5 4 3 2 1 / 8 9  _________________________________________________

2. Price levels

5 4  3 2  1 /  8 9

3. Advertising policy 

5 4  3 2 1 / 8 9



4. Sales efforts

5 4  3 2  1 /  8 9

5. Inventory levels

5 4  3 2  1 /  8 9

6. Delivery schedules 

5 4  3 2  1 /  8 9

7. Product servicing 

5 4 3 2 1 / 8 9

8. Distributor maurgins 

5 4  3 2  1 /  8 9

Other (specify)

9.  

5 4  3 2  1 /  8 9
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10.

5 4  3 2  1 /  8 9

5.4 HOW are these disagreements usually resolved?

5.5 How often are these disagreements resolved to your satisfaction?

Always

6

Very
Often Neither

Very
Seldom Uncertain

5.6 Comparing 'D' to other distributors that you deal with, would you say that 
you disagree more or less often with *D'?

More
Often Neither

Less
Often Uncertain

5.7 To try to get a better feeling for your relationship with 'D', could I ask 
you to look at the terms on this card. Do you strongly agree that these 
terms describe your relationship with 'D', and could you give examples please? 
(Show card)

strongly agree = 5 
agree = 4 

uncertain ■ 3 
disagree » 2 

strongly disagree = 1

1. Support ___________________________________________________

5 4 3 2 1 ____



2. Friction

5 4 3 2 1

3. Inconsistency 

5 4 3 2 1

4. Closeness

5 4 3 2 1

5. Co-ordination 

5 4 3 2 1

6. Resentment 

5 4 3 2 1

7. Con̂ anionship 

5 4 3 2 1
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8. Dissension 

5 4 3 2 1

9. Fairness

5 4 3 2 1

10. Uhreasonable demands 

5 4 3 2 1

11. Crossness

5 4 3 2 1

12. Trust

5 4 3 2 1

13. Broken promises 

5 4 3 2 1
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14. Assistance

5 4 3 2 1

15. Disputes

5 4 3 2 1
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6 CONTACTS

6.1 It would be useful to have an idea of how much you are in contact with 
*D '. Do you:

1. Write reports to *D'

2. Write letters to 'D'

3. Contact 'D' by telex

4. Telephone 'D'

5. Visit 'D' in the Ü.JC.

6. Hold Distributor 
meetings/conferences

7. Distribute a company 
newsletter/journal 
overseas

NO

N

N

N

N

N

N

N

Contacts per— 

Week Month Year Uncertain

U

U

Ü

0

Ü

6.2 Who else in your company has contact with *D'?

Specific Function 
in own company

Specific Function 
in 'D' Contact about

Usual contact 
Medium

Frequency of 
Contact

Pronçt: Functions R&D, ' production, shipping, service, finance, export,
sales, general management

Media reports, letters, documentation, telex, telephone, v isits, 
meetings/con fe rences
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6.3 Generally, do you feel that your cocqpany is in close enough contact with
•d'?

Yes /  No /  Uncertain

(If not yes)
Why do you feel this?

6.4 Do you feel that 'D* is in close enough contact with your company?

Yes /  NO /  Uncertain

(If not yes)
Why do you feel this?

6.5 Overall, how extensive is the information exchange between your congany and 
•d'?

6.6 Given your needs, how adequate is the information exchanged?
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7 SALES EFFORTS

7.1 When the distributorship with 'O* was first set up, did you provide 
training to 'D*s staff?

Yes /  Nb /  Uncertain

How «bout refresher training, say up-dating product knowledge?

Yes /  No /  Uncertain

7.2 Do you feature the name and address of 'D* on your export letterhead?.

Yes /  No /  Uncertain

7.3 How many people are employed in your company directly as a result of 
your e3q>orts through *D' in the U.K.?

_____________ /  Uncertain

7.4 Some overseas distributors receive supplies and support of various kinds 
from their principals, e.g., product manuals, promotional materials. . .
Do you supply 'D' with anything of this kind?

Yes /  NO /  Uncertain

(If yes)
What a r e  these materials and what would be the rough cost to you of 
supplying them?

Cost $

7.5 Compared to other distributors you have, how much effort do you feel 
that you expend on 'D's behalf?

Much more Neither Much less Uncertain

5 4 3 2 1 9

Why is this so?
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8 MARKET AND INDUSTRY CHARACTERISTICS

8.1 I'd like to find out a little  more about the industry and market conditions 
facing your company. How would you describe the past trends and future 
potential in your industry?

Does the U.K. market present any differences from this general assessment?

Yes /' No /  Uncertain

8.2 Thinking about your congany's business over the last 5 years or so, how 
often have you:

Very Very Un-
Always Often Neither Seldom certain

1. Realised your sales objectives? 6 5 4 3 2 1 9

2. Realised your profit objectives? 6 5 4 3 2 1 9

8.3 How many competitors do you face in the Canadian market?

_________________ /  Uncertain

How many competitors do you face in the U.K. market?

  /  Uncertain
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8.4 Could you describe the competition in the U.K. market?
(e.g. level of competition, origin, elements—price, product quality, delivery)

8.5 HOW many new products have you launched in the last 2 years?

/  Uncertain

How much does your company typically spend on R & D?

R S D /  Sales ______________________% /  Uncertain

8.6 It would be useful to know how much change you experience in your business. 
Using the last 5 years as a point of reference, how much change do you feel 
has occurred in:

1. Buying patterns and 
customer requirements.

2. Distributors' attitudes

3. Industry pricing practices

4. Competitiors' strategies

5. Technical developments

6. Changes in production 
processes

7. Government policies that 
affect your business

Very Stable Uncertain

3

3

3

3

3

Very Unstabl; 

5 

5 

5 

5 

5
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9 EXPORT PERFORMANCE AND FUTURE PLANS

9.1 In the final few questions, I'd like to talk about your export performance.
What has happened to your U.K. sales over the last 3 years?

Growing Quickly Neither Declining Quickly

5 4 3 2 1

9.2 What have been the most ir^rtant factors affecting these sales?

9.3 What is your current level of sales through 'D* in the U.K.?

$____________

About what market shaure would that give you?

9.4 What percentage of your — total %

— export  %

sales is accounted for by sales through 'D'?

9.5 How satisfied are you with the current level of sales through 'D' in the U.K.?

Extremely Very
Satisfied Very Satisfied Neither Dissatisfied Uncertain

9.6 Supposing you had to replace 'D' for some reason, how long would it take to 
replace them, and get back to the position you currently have with 'D'?

_________________ years /  Uncertain

9.7 How important do you feel 'D' is to your business operations in the U.K.? 

Extremely Very Very
Important Important ’ Neither Unimportant Uncertain

6 5 4 3 2 1 9
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9.8 How cooperative would you say your relationship with *D' is?

Extremely Very Very
Cooperative Important Neither Uncooperative Uncertain

6 5 4 3 2 1 9

9.9 In overall terms, how satisfied are you with your relationship with ’D’? 

Extremely Very Very
Satisfied Satisfied Neither Dissatisfied Uncertain

9.10 TO end, could I ask you what your pleins are for the U.K. market over the next 
few years?

(Probe)
Yes /  Maybe /  ^  / Uncertain

1. Continue as present Y M N u

2. Forge stronger relationship
with 'D' Y M N U

3. Continue to sell in U.K. but
find new distributor Y M N U

4. Manufacture under licence Y M N U

5. Manufacture in U.K. and
sell through own sales force Y M N U

6. Stop selling in U.K. Y M N U

THANK YOU FOR YOUR COOPERATION AND PATIENCE*.
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A ppendix A3 
OVERSEAS DISTRIBUTOR QUESTIONNAIRE
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USING DISTRIBUTORS IN EXPORT MARKETS 
THE EXPERIENCE OF CAWDIAN 

MANUFACTURERS AND THEIR 
U.K. DISTRIBUTORS '

INTERVIEW GUIDE/DISTRIBUTOR

Distributor:

Company name 

Address 

Telephone 

Respondent's name 

Position

Manufacturer:

Conpany name 

Contact person's neune
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1 BACKGROUND INFORMATION

1.1 I'd like to begin by getting a better feel for the nature of your company 
and its business. Is your company part of a larger groiç?

(Circle) Yes /  No

How is the group as a whole organized?
(Obtain organization chart or ask what this would roughly look like.)

1.2 How is your own company organized?
(Obtcdn organization chart or ask what this would roughly look like.)

1.3 About how many people are ençloyed by your company?
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1.4 What are the main industries that the group as a whole operates in? 
(Obtain brochures, annual reports etc.)

1.5 What are your conç>any's main product lines?

Which meinufacturers supply you with these products?

Which of these product lines are imported?

What is the approximate share of the company's turnover accounted for by 
these product lines?

Do you sell any of these products outside the U.K., and if  so, in which markets?

Products/Mcmufacturers Imports % of total Markets sold in
compcuiy
turnover

1.
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1.6 If we took your TWO rnedn product lines (from 1.5), who would be the main 
customers for these?
(Describe customers regarding technology, size, concentration etc.)

Product

Customer

Product

Customer

1.7 Do you sell your products directly or indirectly to the customer in the U.K.?
direct /  indirect (specify)

Export markets direct /  indirect (specify)

Expoxrt house in U K. 
Foreign buyer in U.K. 
Agent
Distributor .
U.K. salesmen
Own sales subsidiaries

» EH 
■ FB 
» A 
» D
- US
-  ss

Market Indirect Method
1. EH FB A D US ss

2. EH FB A 0 us S3

3. EH FB A D us ss

4. EH FB A D us ss

5. EH FB A 0 us ss
EH FB A D us ss6;
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(If export sales methods vary)
Why do you use different export, methods in these markets?

1.8 How many foreign principals do you represent in the U.K. market?

__________________________ /  uncertain
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2 IMPORTING HISTORY

Date or Years

/  uncertain

/  uncertain

/  uncertain

2.1 How long has your company been 
importing?

2.2 When was your company first 
appointed as the U.K. distributor 
for an overseas manufacturer?

2.3 When did you begin to inçort 
from Canada?

2.4 Have you continued to import from 
Canada from that time to the 
present?

2.5 When was your company first 
appointed as the U.K. distributor 
by a Canadian manufacturer?

2.6 HOW long have you represented 
'M* as their distributor in the 
U.K.?

2.7 You say that you have represented 'M* for  years now. The next question
I W cint to ask concerns your expectations of *M* during your early days as 
their distributor. From talking with a number of•distributors, it seems that 
various conpsmies have different ideas of what they want their principal to 
do for them. Some just expect orders to be shipped on time, while others 
expect much more in the way of back-up assistance from the principal, for 
example, technical help, promotional assistance, and so on.

What did your company expect of 'M* in the early days?

Yes /  No /  uncertain 

Date or Years 

_______   /  uncertain

_______   /  uncertain

uncertain
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2.8 In the same way that distributors have different expectations of their principals, 
it seems that principals often vary in their expectations of their distributors. 
Some expect only sales of the distributor, while others almost expect their 
distributors to be like company sales offices, carrying adequate inventory, 
writing regular market reports, meeting annually set sales targets, and so on.

What would you say 'M* expected of your company in the early days?

uncertain

2.9 Over the period of your association with 'M' would you say that your company's 
expectations of 'M* have changed?

Yes /  Somewhat /  No /  Uncertain

(If reply is yes or somewhat)
How have your expectations changed?

uncertain

2.10 Similarly, would you say that 'M's expectations of your conpany have chamged 
over this period?

Yes /  Somewhat /  No /  Uncertain

How?

uncertain
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3 DISTRIBUTOR AGREEMENT

3.1 Moving on to the arr«ingements between your compêiny êmd 'M* — 

Do you have a written distributor agreement with 'M'?

Yes /  No

(if yes)
Could I have a copy of your agreement for information please? 

(if no)
Is then, your agreement with 'M* a v e r b a l  one?

3.2 (If written)
What are your reasons for 
having a written agreement 
with 'M'?

Yes /  NO

(If verbal)
What are your reasons for having 
a verbal agreement with 'M*?

3.3 Who would you say mostly set the terms of the agreement?

Manufacturer More Manufacturer Jointly More Distributor Distri- Uncertain
than Distributor than manufacturer butor

3.4 In overall terms were you satisfied with the terms of the agreement as they 
were struck?

Satisfied Indifferent * Unsatisfied Uncertain

5 4 3 2

* Knew wouldn't be very important.
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3.5 If somebody were to know the terms of your agreement with 'm' (concerning
procedures to follow, responsibilities etc.), would this give him an accurate 
picture of what happens between your company and 'M'?

Yes /  Somewhat /  No /  Uncertain 

(if not yes) Why is this so?

3.6 How important is the agreement to you in your company dealings with 'M*? 

Very important Neither Very unimportant

5 4 3 2 1
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4 MAKING DECISIONS

We've spoken about the agreement and its importance in everyday terms.
I'd like to ask you how decisions of the following kind would be typically 
made between your company and 'M'
(Show card)

Manufacture r “ 5
More manufacturer than distributor =* 4

Jointly » 3
More distributor than manufacturer » 2

Distributor » 1
Mot applicable =■ 8

Uncertain • 9

4.1 Making a price quote on a large '
order?

5 4 3 2  1 /  8 9

4.2 Extending the credit period 
for a U.K. customer?

5 4  3 2  1 /  3 9

4.3 'D' adding an extra salesntcui?

5 4  3 2 1 /  8 9
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4.4 'D* increasing his gross
margin?

5 4  3 2 1 / 8 9

4.5 Larger inventories to be 
held in the U.K.?

5 4 3 2 1 / 8 9

4.6 Modifying a product in 
the U.K. to better meet 
customer-needs?

5 4  3 2  1 /  8 9

4.7 Making a delivery promise 
to a long established 
customer pressing for early 
shipment?

5 4  3 2  1 /  8 9

4.8 A sales reorganization at 
•D'?

5 4  3 2 1 / 8 9
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4.9 Revising the sales quota for 
'D' upwards because of 
booming demand?

5 4  3 2  1 /  8 9

4.10 A reduction of the principal's 
product line on offer in the 
U.K.

5 4 3 2 1 / 8 9

4.11 Are there other decision situations that you think illustrate how issues are 
handled by your company and 'm'?

1.

5 4  3 2 1 /  8 9

2 .

5 4  3 2  1 /  8 9

3.

5 4  3 2  1 /  8 9

4.12 Suppose a critical issue arises that requires an on-the-spot decision in the 
U.K. but you cannot reach *M‘ —would 'M* stand behind the decision you 
made on their behalf?

Yes /  No /  Not applicable /  Uncertain

(Probe)
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5 DISAGREEMENTS

5.1' Working with others sometimes involves disagreements. Overall, how often 
would you say you disagree with 'M'?

Very Very
Often Neither Seldom Uncertain

5 4 3 2 1 9

5.2 When you do disagree, would you say that this is over

- objectives Yes /  No /  Uncertain

- how to achieve these
objectives Yes /  No /  Uncertain

5.3 How often do you disagree with 'M* about the following activities, and 
could you give exas^les from your own business?

often = 5
seldom " 1

not applicable » 8
uncertain » 9

1. Exchanging information ____________________________________________

5 4  3 2  1 /  8 9  _________________________________________________

2. Price levels

5 4  3 2  1 /  8 9

3. Advertising policy 

5 4  3 2 1 / 8 9



4. Sales efforts

5 4  3 2 1 / 8 9

5. Inventory levels

5 4 3 2 1 / 8 9

6. Delivery schedules 

5 4  3 2  1 /  8 9

7. Product servicing 

5 4 3 2 1 / 8 9

8. Distributor margins 

5 4  3 2 1 / 8 9

Other (specify)

9.  

5 4 3 2 1 / 8 9
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10.

5 4  3 2  1 /  8 9

5.4 HOW are these disagreements usually resolved?

5.5 How often are these disagreements resolved to your satisfaction?

Very
Neither Seldom UncertainAlways

6

Very
Often

5.6 Comparing 'M' to other principals that you deal with, would you say that 
you disagree more or less often with 'm'?

More
Often Neither

Less
Often Uncertain

5.7 To try to get a better feeling for your relationship with 'M*, could I ask 
you to look at the terms on this card. Do you strongly agree that these 
terms describe your relationship with 'M', and could you give examples please? 
(Show card)

strongly agree = 5 
agree = 4 

uncertain = 3 
disagree « 2 

strongly disagree = 1

1. Seaport

5 4 3 2 1



2. Friction

5 4 3 2 1

3. Inconsistency 

5 4 3 2 1

4. Closeness

5 4 3 2 1

5. Co-ordination 

5 4 3 2 1

6. Resentment 

5 4 3 2 1

7. Companionship 

5 4 3 2 1
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8. Dissension 

5 4 3 2 1

9. Fairness

5 4 3 2 1

10. unreasonable demands 

5 4 3 2 1

11. Crossness

5 4 3 2 1

12. Trust

5 4 3 2 1

13. Broken promises 

5 4 3 2 1
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14. Assistance

5 4 3 2 1

15. Disputes

5 4 3 2 1
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6 CONTACTS

6.1 It would be useful to have an idea of how much you are in contact with 
*M'. Do you:

1. Write reports to 'M'

2. Write letters to *M*

3. Contact 'M* by telex

4. Telephone 'M'

5. Visit 'M‘ in Canada

No

N

N

N

N

N

Contacts per— 

Week Month Year Uncertain 

Ü 

Ü 

Ü 

Ü 

. U

6. Distribute a coop any 
newsletter/journal 
to *M' N

6.2 Who else in your company has contact with 'M'?

Specific Function 
in own company

Specific Function 
in 'M' Contact about

Usual contact 
Medium

Frequency of 
Contact

Pronpt: Functions R&o, production, shipping, service, finance, export,
sales, general management

Media reports, letters, documentation, telex, telephone, visits, 
meetings/conferences
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6,3 Generally, do you feel that your company is in close enough contact with 
•M'?

Yes /  No /  Uncertain

(If not yes)
Why do you feel this?

6.4 Do you feel that 'M* is in close enough contact with your conpany?

Yes /  No /  Uncertain

(If not yes)
Why do you feel this?

6.5 Overall, how extensive is the information exchange between your company and 
• m' 7

6.6 Given your needs, how adequate is the information exchanged?
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7 SALES EFFORTS

7.1 What is the value of the stock of 'M's' products that you usually carry?

f  /  uncertain

7.2 What use do you make of 'M's' logo and other symbols?

Do you feature 'M's' name on your company letterhead?

Yes /  No /  uncertain

7.3 How many people cure employed in your company directly and solely as a result 
of your selling 'M's' products in the U.K.?

_________________ /  uncertain

7.4 Compared to other principals you represent, how much effort do you feel that 
you expend on 'M's' behalf?

Much more Neither Much less Uncertain

5 4 3 2 1 9

Why is this so?
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8 MARKET AND INDUSTRY CHARACTERISTICS

8.1 I'd like to find out a little  more about the industry and market conditions 
facing your company. How would you describe the past trends and future 
potential in your industry?

8.2 Thinking about your company's business over the last 5 years or so, how 
often have you;

Very Very Un-
Always Often Neither Seldom certain

1. Realised your sales objectives? 6 5 4 3 2 1 9

2. Realised your profit objectives? 6 5 4 3 2 1 9

8.3 To get some feel for the size of your coup any, what was the level of total 
sales for your most recent year's trading?

i __________________ /  uncertain /  refused

What percentage of these sales come from inported products?

________ % /  uncertain /  refused

8.4 How many conpetiting product lines do you face when selling 'M's' product 
in the U.K. Market?

/  uncertain
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8.5 Could you describe the conpetition in the U.K. market?
(e.g. level of competition, origin, elements—price, product quality, delivery)

8.6 How many new products have you introduced in the leist 2 years?

__________________  / Uncertain

8.7 It would be useful to know how much change you experience in your business. 
Using the last 5 years as a point of reference, how much change do you feel 
has occurred in:

1. Buying patterns and 
customer requirements.

2. Principals' attitudes

3. Industry pricing practices

4. Competitiors' strategies

5. Technical developments

6. Changes in production 
processes

7. Government policies that 
affect your business

Very Stable Uncertain

3

3

3

3

3

Very Unstable 

5 

5 

5 

5 

5
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9 SALES PERFORMANCE AND FUTURE PLANS

9.1 In the final few questions, I'd like to talk about your sales of 'M's' 
products in the U.K. What has happened to these sales over the last 3 years?

Growing Quickly Neither Declining Quickly
5 4 3 2 1

Note ; Be sure that the respondent is talking in unit terms o£ ensure 
financial terms are corrected for price inflation.

9.2 What have been the most important factors affecting these sales?

9.3 What is your current level of sales of 'M's' products in the U.K.?

About what market share would that give you?

9.4 How satisfied are you with the current level of sales of 'M's' product in the U.K.? 

Extremely Very
Satisfied Very Satisfied Neither Dissatisfied Uncertain

6 5 4 3 2 1 9

9.5 Supposing you had to replace M' for some reason, how long would it take to 
replace them, and get back to the position you currently have with 'M'?

____________ years /  uncertain

9.6 How inportant do you feel M' is to your U.K. business operations?

Extremely Very Very
Important Import emt Neither Unimportant Uncertain

6 5 4 3 2 1 9
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9.7 How cooperative would you say your relationship with 'M‘ is?

Extremely Very . very
Cooperative Cooperative Neither • -uneooperative Uncertain

6 5 4 3 2 1 9

9.8 In overall terms, how satisfied aure you with your relationship with *M'? 

Extremely Very Very
Satisfied Satisfied Neither Dissatisfied Uncertain

6 5 4 3 2 1 9

9.9 To end, could I ask you what your future plans are concerning 'M's' products?

(Probe)
Yes /  Maybe /  No /  Uncertain

1. Continue as present Y M N u
2. Forge stronger relationship

with 'M' Y M N U

3. Continue to sell but
find new principal Y M N U

4. Manufacture under licence Y M N U

5. stop selling Y M N U

THANK YOU FOR YOUR COOPERATION AND PATIENCE'.
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Appendix A4 
MANUFACTURER SELF-COMPLETION 

QUESTIONNAIRE
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Compainy :

QUESTIONS DEALING WITH THE EXPERIENCE OF THE CONTACT PERSON IN THE MANUFACTURER'S 
ORGANIZATION

I'd like to find out a little  about the contact persons in both the principal's 
and the distributor's organizations since they clearly are important in the 
export operations. Would you please help me by answering the following 
questions?

1. Who is your main contact in the distributor's organization?

Mr./Mrs.

2. What is his/her position?

3. About how old would he/she be?

4. HOW long have you been dealing with him/her?

years /  uncertain 

_________ years

5. Who else do you have contact with in the distributor's organization, 
and how frequent are these contacts?
(Please check the most appropriate contact frequency réponse)

Position or Function Contact Frequency

Often Sometimes Seldom

1. ■' ........................

2.
;

3.

4.

S.

6.
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6. Would you describe for me in a few words what your present job involves?

7. For how many years have you been in your present position?

__________________ years

8. Have you held other positions in this company? Yes /  l l o  

(If yes) what kinds of positions and for how many years?

No. of 
Years Position

Last job

Job before last

etc.

9. Have you worked in other companies? Yes /  No

(If yes) what kinds of companies, positions, and for how long?

No. of 
years

Company Final position

Size * Industry

Last cocçany

Company before last

etc.

Medium — 50 - 500 employees
Large — more than 500 employees
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10. Have you lived and worked abroad? Yes /  No

(If yes)
Which countries have you lived and worked in, and for how many years? 

Country Years

1.  __________
2 . ;  __________

3. __________________________________________ _______________

4 .__________________________________________ _______________

5 ._________________________________;________ _______________

6 .

11. Do you have experience of marketing to countries other than the U.K.?

Yes /  No

(If yes)
Which countries do you have experience of and for how many years? 

Country Ye«urs

1.  __________

2 .  _________
3 .__________________________________________ _______________

4 .__________________________________________ _______________

5 .__________________________________________ _______________

6 .
12. Do you travel abroad as part of your present job? Yes /  No

(If yes)
Approximately how many days per year ? __________
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13. What is your knowledge of foreign languages?
(Please check the most appropriate language knowledge response)

Knowledge

Language Good
(can discuss 
complex tech
nical matters)

Limited 
(can read but 
not negotiate)

Very 
Limited 
(never use on 
job)

Nil

1.

2.

3.

4.

5.

6.

14. Please indicate your educational background belowi 
(circle appropriate response)

General education: 1. Finished grade school
2. Finished high school
3. Finished college
4. Finished graduate work

Commercial education (e.g. MBA, C.A., . . . . ) :

Technical education (e.g. as part of degree programme, or professional
qualification)

THANK YOU FOR YOUR COOPERATION:

Please return to: Prof. Philip Rosson, School of Business Administration,
Dalhousie University, Halifax, N.S.
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Appendix A5 
OVERSEAS DISTRIBUTOR SELF-COMPLETION 

QUESTIONNAIRE
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Company :

QUESTIONS DEALING WITH THE EXPERIENCE OF THE CONTACT PERSON IN THE DISTRIBUTOR ‘ S 
ORGANIZATION

I'd like to find out a little  about the contact persons in both the principal's 
and the distributor's organizations since they clearly are important in the 
export operations, would you please help me by answering the following 
questions?

1. Who is your main contact in the principal ' s organization ?

Mr./Mrs.

2. What is his/her position?

3. About how old would he/she be?

4. H O W  long have you been dealing with him/her?

years /  uncertain 

_________ years

5. Who else do you have contact with in the principal's organization, 
and how frequent are these contacts?
(Pleaise check the most appropriate contact frequency réponse)

Position or Function Contact Frequency

Often Sometimes Seldom

V

1.

2.

3.

4.

5.

6.
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6. Would you describe for me in a few words what your present job involves?

7. For how many years have you been in your present position?

_________________ years

8. Have you held other positions in this cozroany? Yes /  No 

(If yes) what kinds of positions and for how many_years?

NO. of 
Years position

Last job

Job before last

etc.

9. Have you worked in other cosçanies? Yes /  No

No. of 
years

Coop any Final position

Size * Industry

Last company

Conqpany before last

etc.

* Company size: Small — less than 50 employees
Medium — 50 - 500 employees
Large — more than 500 employees
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10. Have you lived and worked abroad? Yes /  No

(If yes)
Which countries have you lived and worked in, and for how many years? 

Country Years

1.   _________
2 .  _________
3 .___________________________________________ ___;___________

4 ._______________'___________________________  _______________

5 .__________________________________________ _______________

6 .

11. Do you have experience of inç>orting from countries other than Canada?

Yes /  No

(If yes)
Which countries do you have experience of and for how many years? 

Country Years

1._

2._
3.

4.

5.

6 .
12. Do you travel abroad as part of your present job? Yes /  No

(If yes)
Approximately how many days per year ? .
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13. What is your knowledge of foreign languages?
(Please check the most appropriate language knowledge response)

Knowledge

Language Good
(can discuss 
con l̂ex tech
nical matters)

Limited 
(can read but 
not negotiate)

Very 
Limited 
(never use on 
job)

Nil

1.

2.

3.

4.

5.

6.

14. Please indicate your educational background below: 
(circle appropriate response)

Genersü. education: 1. Finished secondary school
2. Finished undergraduate degree/diploma
3. Finished postgraduate degree/diploma

Commercial education (e.g. NBA, C.A,, . . . . ) :

Technical education (e.g. as part of degree programme, or professional
qualification)

THANK YOU FOR YOUR COOPERATION:

Please return to: Prof. Philip Rosson, School of Business Administration,
Dalhousie University, Halifax, N.S.
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Appendix A6 
MODEL VARIABLES, MEASURES AND SCORING 

PROCEDURES

A d d i t io n a l  in fo rm a t io n  on each o f the  v a r i a b l e  m easures 

c o n s id e re d  i s  p re s e n te d  below . For each m easu re ,  s c o r in g  

p ro ced u re s  a r e  d e t a i l e d .  As w e l l ,  th e  l o c a t i o n  of th e  m easure in  

th e  r e l e v a n t  q u e s t io n n a i r e  i s  i n d i c a t e d .  Measures shown 

a s t e r i s k e d  (*) a r e  those  where r e sp o n s e s  were n o t  summed. Datum 

h ere  r e f l e c t  th e  re sp o n se  o f  e i t h e r  m a n u fa c tu re r  o r  o v e rs e a s  

d i s t r i b u t o r .  In  a l l  o th e r  c a s e s  th e  s c o re s  fo r  th e  two companies 

were combined. H ere, th e n ,  th e  re sp o n se  i s  t h a t  of th e ^ d y ad ,  

r a t h e r  than  one o f  the  i n t e r a c t i n g  f i r m s .

Measure Label S coring  Q u e s t io n n a i r e
r e f e r e n c e  P ro ced u re  r e f e r e n c e

S take

SKI tim e to  r e p l a c e  D/M 6 - p o in t  s c a l e ,  range  M9.6
(1 )  would no t r e p l a c e ,  D9.5
to  (6 )  cou ld  not
r e p la c e

SK2 im portance  o f  D/M 6 - p o in t  s c a l e ,  ran g e  M9.7
(1 )  v e ry  u n im p o r ta n t ,  D9.6
to  (6) ex trem ely
im p o r ta n t

SK3 % o f  M's t o t a l  s a l e s  U.K. s a l e s  X 100% M9.3,
th ro u g h  D* t o t a l  s a l e s  M9.4

SK4 % o f  D*s t o t a l  s a l e s  M*s s a l e s  X 100% D 8 .3 ,
th ro u g h  M* t o t a l  s a l e s  D9.3

SK5 % o f  M*s e x p o r t s  U.K. s a l e s  X 100% M9.3,
th ro u g h  D* e x p o r t  s a l e s  M9.4

SK6 % o f  D' s im p o rts  M*s s a l e s  X 100% D 8.3 ,
th ro u g h  M* im port s a l e s  D9.3
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Measure
r e fe ren ce

Label Scoring
Procedure

Q u estion n a ire
r e fe r e n c e

SK7 im p o r tan ce  of 
b u s in e s s  to  M/D

CEI no. o f  o v e rse a s  
c o n t r a c t s

5 - p o in t  s c a l e ,  range  
(1 )  SK3 10% o r  more 
g r e a t e r  th a n  SK4, to  
(5 )  SK4 10% o r  more 
g r e a t e r  th a n  SK3

E x p e r ien ce

number

M9.3,
M9.4
D 8.3 ,
D9.3

M l.8 
D1.8

CE2

CE3

CE4

CE5

y e a r s  o f  y e a rs
i n t e r n a t i o n a l  t r a d in g

y e a r s  o f  U .K ./ 
Canada t r a d i n g

y e a r s  M-D r e l a t i o n 
s h ip  e s t a b l i s h e d

r e l a t i o n s h i p  
c o n ta c t  l e v e l

y e a rs

y e a rs

2 - p o in t  s c a l e ,  range  
(1 )  owner or s e n io r  
management, (2) 
m idd le  management

PEI c o n ta c t  age

E x p e r ien ce  -  p e r s o n a l

age

M2.1  
D 2 . 1

M 2 . 2  
D 2 . 3

M2.6  
D 2 . 6

M2
r#

( u n d e r l i n e d  
r e f e r e n c e s  
in  s e l f  
c o m p le tio n  
q u e s t i o n n a i r e )

M3
D3

PE 2

PE3

PE 4

y e a r s  o f  p e r s o n a l  
c o n ta c t

work e x p e r ie n c e  
o v e rs e a s

days o v e r s e a s

y e a r s

2 -p o in t  s c a l e ,  ran g e  
(1 )  no , ( 2 )  yes

days

M4
Dj4

MIO
DIO

M12
D12

PE5 o v e rs e a s  t r a d in g  
e x p e r ie n c e

sum of y e a rs  e x p e r ie n c e  
e x p o r t in g / im p o r t in g  to 
v a r io u s  c o u n t r i e s  by 
M/D r e s p e c t i v e l y

Mil
Dll
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Measure
re fe r e n c e

Label Scoring
Procedure

Q uestion n aire
re fe r e n c e

PE6 s ch o o lin g

PE7 company
e x p e r ie n c e

fo r  M, 4 -p o in t  s c a l e ,  
ran g e  (1 )  g rade  schoo l 
to  (4) g ra d u a te  work: 
f o r  D, 3 - p o in t  s c a l e ,  
ran g e  (1) secondary  
s c h o o l ,  to  (3 )  p o s t 
g ra d u a te

y e a rs

U n c e r t a in ty

U1

U2

p r o f i t  o b j e c t i v e s  
reached

new p ro d u c t  
a c t i v i t y

6 - p o in t  s c a l e ,  range  
(1) very  seldom, to 
(6 )  always

3 - p o in t  s c a l e ,  range  
(1 )  2 o r  l e s s ,  to  (3) 
10 o r  more

MU
D14

M8
D8

MS.2 
D8.2

M8.5
D8.6

U3 U.K. c o m p e t i t io n number M8.3
D8.4

U4 R&D e x p e n d i tu re s * 2 - p o in t  s c a l e ,
(1 )  l e s s  than  5% of 
s a l e s ,  (2 )  5% of s a l e s  
o r  more

M8.5

U5 in d u s t r y  change 5 - p o in t  s c a l e ,  range  
(1) v ery  s t a b l e ,  to  
(5 )  v e ry  u n s ta b l e  -  
index  i s  th e  av e rag e  
s c o re  over 7 i te m s

F o rm a l iz a t io n

FI agreem ent f o r m a l i t y 3 - p o in t  s c a l e ,  range 
(1) v e r b a l  ag reem en t,  
(3 )  l e g a l  c o n t r a c t

to

S t a n d a r d i z a t i o n

M 8.6.1-7
D 8 .7 .1 -7

M3.1
D3.1

SDl s t a b i l i t y  o f  
r o l e s  and r o u t i n e s

3 - p o in t  s c a l e ,  range  M 2 .7 ,2 .8
(1)  f i x e d ,  to  (3 )  D 2 ,7 ,2 .8
changing
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Measure Label Sco ring  Q u e s t io n n a i r e
r e f e r e n c e  P rocedu re  r e f e r e n c e

R e c i p r o c i t y

RPl d e c is io n -m ak in g  5 - p o in t  s c a l e ,  r an g e  M4.1-10
in  th e  dyad (1 )  made by M, to  D4.1-10

(5) made by D -  
index  sco red  as 
in d i c a t e d  below

Most of th e  te n  d e c i s i o n  a r e a s  s tu d ie d  tended  to  be l a r g e l y  
th e  domain of one o f  the  dyad members. In  o rd e r  to  d e v is e  a 
measure o f  r e c i p r o c i t y  th e  raw d a ta  had to  be t r a n s fo rm e d .  The 
approach  used compared each d y a d 's  re sp o n se  to t h a t  of a l l  dyads in  
each o f  th e  te n  d e c i s io n  a r e a s .  Thus, dyads s c o r in g  c lo s e  to th e  
ave rage  were h e ld  to r e f l e c t  r e l a t i v e l y  j o i n t  o r  r e c i p r o c a l  
d ec is io n -m a k in g .  In  c o n t r a s t ,  dyads whose s c o re s  were more extreme 
were reg a rd ed  as d i s p la y in g  l e s s  r e c i p r o c i t y ,  i . e . ,  one o f  the  
p a r t i e s  was e x e r t in g  r e l a t i v e l y  more in f lu e n c e  th a n  th e  average  in  
th e  d e c i s i o n  a r e a  in  q u e s t i o n .

The m easure fo r  each dyad was c a l c u l a t e d  as  fo l lo w s  :

-  ta k e  f i r s t  d e c i s i o n  a r e a  ( i . e . ,  p r i c e  qu o te )

1 . sum re s p o n se s  by dyad

2 . c a l c u l a t e  mean fo r  a l l  dyads

3 . s u b t r a c t  mean from each dyad sco re  and re c o rd  
d i f f e r e n c e  fo r  each dyad

-  r e p e a t  p ro cess  fo r  re m a in in g  9 d e c i s io n  a r e a s

-  sum 10 d e c i s i o n  a r e a  d i f f e r e n c e  s c o re s  fo r  each dyad

-  th e  r e s u l t i n g  21 dyad s c o re s  were i n t e r p r e t e d  as  fo l lo w s :  
low s c o re  -  c lo s e  to  av e rag e  d e c i s io n -m a k in g , th u s  
r e l a t i v e l y  r e c i p r o c a l ;  h ig h  sco re  p o s i t i v e  or n e g a t iv e  -  
more d i s t a n t  from av e ra g e  d e c is io n -m a k in g ,  th u s ,  r e l a t i v e l y  
l e s s  r e c i p r o c a l .

-  r e v e r s e  th e  r e s u l t i n g  s c o re s  and ig n o re  d i r e c t i o n a l  s i g n s :  
h ig h - s c o r e  -  r e c i p r o c a l  d e c i s io n -m a k in g ,  low s c o re  -  l e s s  
r e c i p r o c a l  ( in f l u e n c e d )  d e c is io n -m a k in g .
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Measure
referen ce

Label Scoring
Procedure

Q u estion n aire
re fe ren ce

RP2

CIl

CI2

CI3

CI4

CI5

CI6

R Il

RI2

RI3

RI4

RI5

s p o t  d e c i s i o n 
making

3 - p o in t  s c a l e ,  r an g e  
(1 )  no ,  to  (3 )  yes

no . o f  l e t t e r s

n o . of p h o n e c a l l s

no. o f  v i s i t s

no. o f  t e l e x  
m essages

no . o f  company 
l in k a g e s

o th e r  c o n ta c t  
f req u en cy

I n t e n s i t y  -  c o n t a c t  

number

number

number

number

number

sum of o th e r  c o n t a c t s  
X f r e q u e n c y  of c o n ta c t

I n t e n s i t y  -  r e s o u r c e

su p p o r t  m a te r i a l s *  

use  o f  M*s logo*

s to c k  c a r r i e d *  

t r a i n i n g *

e f f o r t  expended

sum of s e p e r a t e  
item  types  p rov ided

3 -p o in t  s c a l e ,  range  
(1 )  n o n -u s e ,  to  (3 )  
use on l e t t e r h e a d

v a lu e  o f  s to c k

2 - p o in t  s c a l e ,
(1 )  n o ,  ( 2 )  yes

5 - p o in t  s c a l e ,  range  
(1) much l e s s ,  to  (5 )  
much more

C o n f l i c t

M4.12
D4.12

M6.1.2
D 6.1 .2

M6.1.4
D 6.1 .4

M6.1.5
D 6 .I .5

M6.1.3
D 6 .1 .3

M6.2
D6.2

M5
D5

M7.4

D7.2

D 7.I

M7.1

M7.5
D7.4

Cl c o n f l i c t  over 3 - p o in t  s c a l e ,  range M5.2
o b je c t i v e s (1) no, to  (3 )  yes D5.2

C2 c o n f l i c t  f req u en cy 6 - p o in t  s c a l e ,  ran g e M5.1
(1 )  n e v e r ,  to (6 ) D5.2
v e ry  o f t e n
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Measure
r e fe r e n c e

Label Scoring
Procedure

Q uestionnaire
re fe r e n c e

C3 d e c i s i o n  a r e a  
c o n f l i c t

C4 c o n f l i c t  d e s c r i p t o r  
s c o re

C5

C6

co m p ara tiv e  c o n f l i c t  
i n  r e l a t i o n s h i p

r e s o l u t i o n  f req u en cy

5 - p o in t  s c a l e ,  ran g e  M 5.3 .1 -8
(1 )  seldom , to  (5 )  D 5 .3 .1 -8
v ery  o f t e n  -  index  
i s  th e  average  s c o re  
over e i g h t  i tem s

3 -p o in t  s c a l e ,  r an g e  M 5.7.1-12
(1 )  no, to  (3 )  yes  -  D 5 .7 .1 -12
th e  fo llo w in g  i tem s  
were r e v e r s e  sco red  : 
s u p p o r t ,  c l o s e n e s s ,  
c o o r d in a t io n ,  com panionsh ip , 
f a i r n e s s ,  t r u s t ,  a s s i s t a n c e  -  
index  i s  th e  ave rage  s c o re  
over tw elve i tem s

5 - p o in t  s c a l e ,  range  
(1 )  l e s s  o f t e n ,  to
(5) more o f t e n

6 -p o in t  s c a l e ,  range  
(1 )  l e s s  o f t e n ,  to
(6) always

M5.6
D5.6

M5.5
D5.5

Perform ance

PI

P2

P3

t r e n d  i n  s a l e s

U.K. s a l e s

s a l e s  s a t i s f a c t i o n

P4 c o o p e ra t io n

5 - p o in t  s c a l e ,  ran g e  
(1 )  d e c l in in g  q u ic k ly ,  
to  (5) growing q u ic k ly

s a l e s

6 - p o in t  s c a l e ,  range  
(1) v e ry  d i s s a t i s f i e d ,  
to  (6 )  ex tre m e ly  
s a t i s f i e d

6 - p o in t  s c a l e ,  range  
(1 )  v e ry  u n c o o p e ra t iv e ,  
to  (6) ex trem ely  
c o o p e ra t iv e

P5 o v e r a l l  s a t i s f a c t i o n  6 - p o in t  s c a l e ,  range
(1) v e ry  d i s s a t i s f i e d ,  
to  (6 )  ex tre m e ly  
s a t i s f i e d

M9.1
D9.1

M9.3
D9.3

M9.5
D9.4

M9.8
D9.7

M9.9
D9.8
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Measure
r e f e r e n c e

Label S coring  Q u e s t io n n a i r e  
P ro ced u re  r e f e r e n c e

P6 f u t u r e  p la n s 4 - p o in t  s c a l e ,  r a n g e  -  M9.10 
f o r  M (1 )  l i c e n c e  D9.9 
p ro d u c t io n  i n  U .K ., to 
(4 )  work c l o s e r  w ith  D -  
f o r  D (1) r e p la c e  M, to  
(4 )  work c l o s e r  w ith  M
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Appendix A7 
LETTER SENT TO, AND INFORMATION COLLECTED 

FROM MANUFACTURERS
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Centre for International Business Studies
S c h o o l of B u sin ess  A d m in is tr a t io n .O a ih o u s ie  U n iv e rs i ty .H a lifa x .N o v a  S c o tia

April 21, 1978

Dear Sir:

As you know, many Canadian companies make use of overseas distri
butors to sell their products in foreign markets. This type of export 
arrangement is the subject of one of the current research projects of 
this Centre. We plan to talk with a number of Canadian manufacturers 
about their experiences selling through distributors in the U.K. Market. 
From the information that is collected during these discussions, we 
hope to be able to develop specific Canadian materials which will be 
very useful in our exporting courses.

We understand that your company exports to the U.K., and that 
you use a stocking distributor in that market. Should this be so, we 
hope that we might enlist your support for the project. This would 
involve a single interview, lasting about an hour and a half, at a 
convenient time during May. Naturally, any information collected will 
be treated in a confidential fashion, and will be reported only in 
aggregate form.

For convenience we enclose a form letter for your reply. We hope 
you will be able to support the study. For those firms agreeing to do 
so, we will be in touch again shortly.

Sincerely,

Philip J. Rosson 
Assistant Professor

é A vanMion ol an anoaM mark rapraaaniing eotnmarca, «uakaiaa Iha pwelai pontion of ttia AOanlic flagion m Ocaan Trada.
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Please return to;

Prof. Philip J. Rosson 
16 Murray Hill Drive 
Dartmouth, Nova Scotia 
B2Y 3A7

Exporting Project Please Circle
1. We export to the U.K.

2. We use a distributor* in the U.K.
(* by a* distributor we refer to 

a company buying from the 
exporter and reselling at a 
profit)

Yes

Yes

No

No

3. We are willing to take part in the project, Yes No

Please complete THANK YOU

4. Our export sales to the U.K. are about $ annually,

5. We have been exporting to the U.K. for about _years
6. Our exports to the U.K. are mainly of the following products:

7. Name and position of person that should be contacted. Tliis should be 
the manager that deals with the U.K. distributor on a continuing basis,

Name:

Position:

THANK YOU FOR YOUR HELP
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Appendix A8 
LETTER SENT TO, AND INFORMATION COLLECTED 

FROM OVERSEAS DISTRIBUTORS
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1 Centre for International Business Studies
S :h o o t  o f  B usiness A i im in is trd t io n .O d ih o u s ie  U n i v e r s i ty .H u i i f a x .N u v d  S c o t ia

Our Centre is currently engaged in a research project with 
the School of Management at the University of Bath. The project 
concerns exports of Canadian goods to the U.K. Market, and specif
ically the use of distributors, like your own company, by Canadian 
manufacturers. We plan to discuss with a number of Canadian and 
British companies their experiences of this type of exporting 
arrangement.

Our intention in carrying out this research project is to develop 
a better practical understanding of what is involved in export arran
gements of this type. The information collected will enable the 
teaching of exporting at both universities to be as realistically 
based as possible.

In May we talked with a number of companies in Canada and 
during August we intend to repeat this with their distributors in 
Britain. By interviewing both parties, we believe we will develop a 
fuller understanding - both sides of the "story” being preferable 
to one. We have already spoken to Mr. of

about their export efforts in the U.K. He told us that 
you are his main contact in your own organization, and suggested we 
write to you. We hope that we can enlist your support for the project. 
This would involve a single interview, lasting about an hour and a half, 
at a time to be arranged in August. Naturally, any information collected 
will be treated in a confidential fashion, and will be reported only 
in aggregate foirm.

In order that we might start to sketch out an interview schedule, 
we enclose a reply form and a stamped addressed envelope. We will 
be in touch again once we hear from you. We hope that you will be 
able to support this project.

Yours sincerely.

é

Philip J. Rosson 
Assistant Professor

A v a rlM io n  o« « n  a n d a n t  mark r a p rM W W n g  c e n w iM r e a . I k i w a m  th «  p w o u i  p o a K io n  o (  A ta n l ic  R s g i o n  m O c M O  T r a d * .
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Please return to;

Professor Philip J. Rosson
Centre for International Business Studies
School of Business Administration
Dalhousie University
Halifax, Nova Scotia
Canada

Exporting Project

Please circle

1. We are willing to take part in the project yes

Please Complete

no

THANK YOU

2. Are there any periods during August when you 
know that you will be unavailable for an 
interview?

THANK YOU FOR YOUR HELP
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Appendix A9 
PROCEDURES ADOPTED IN FACTOR ANALYSIS 

OF MODEL VARIABLE MEASURES

At l e a s t  fou r p ro c e d u ra l  m a t t e r s  have to  be a d d re ssed  b e fo re  

d a ta  can be f a c t o r  a n a ly z e d .  In  t h i s  s tu d y ,  th e  p ro c e d u ra l  

m a t te r s  were r e s o lv e d  as d e s c r ib e d  below. F i r s t l y ,  th e  problem 

of which f a c t o r i n g  model to  employ was r e s o lv e d  in  favour of 

p ro n c ip a l  components a n a l y s i s .  This model i s  used when th e  

i n t e n t i o n  i s  " to  summarize most of th e  o r i g i n a l  in fo rm a t io n  

( v a r i a n c e )  in  a minimum number of f a c t o r s  fo r  p r e d i c t i o n  

p u rp o ses"  (H a ir  e t  a l . ,  p . 2 2 1 ) .  S ince  t h i s  was th e  i n t e n t i o n  

h e r e ,  p r i n c i p a l  components a n a l y s i s  was a d o p te d .  Second, th e  

d a ta  r e d u c t io n  o b j e c t iv e  prompted the  used of an o r th o g o n a l  

e x t r a c t i o n  p ro c e d u re . In o r th o g o n a l  s o l u t i o n s ,  th e  f a c t o r s  a r e  

e x t r a c t e d  such t h a t  f a c t o r  axes a re  m a in ta in e d  a t  90 d e g r e e s , 

meaning th a t  each f a c t o r  i s  in d ep en d en t of o t h e r s .  Varimax was 

th e  o r th o g o n a l  p rocedu re  used .  This c e n t r e s  on s im p l i fy in g  the  

rows of a f a c t o r  m a t r ix ;  th u s  " i t  te n d s  to produce some h ig h  

lo a d in g s  and some n e a r - z e ro  lo a d in g s  on each f a c t o r "  (Green and 

T u l l  1978, p .  432 ) .

T h i rd ,  two c r i t e r i a  were used to  d ec id e  how many f a c t o r s  to  

e x t r a c t . An e ig e n v a lu e  of one or more was th e  f i r s t  of th e s e  

c r i t e r i a .  This  i s  a w id e ly  used d e c i s i o n  r u l e  among u s e r s  of 

p r i n c i p a l  com ponents, s m a l le r  e ig e n v lu e s  r e f l e c t i n g  g e n e r a l l y  

i n s i g n i f i c a n t  f a c t o r s .  One e x c e p t io n  to t h i s  g e n e ra l  r u l e  was 

made fo r  the  " u n c e r t a in ty "  f a c t o r in g  (Appendix A17), a s  a s l i g h t  

r e l a x a t i o n  o f  t h i s  r u l e  produced a more p l a u s i b l e  s o l u t i o n .  The
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second c r i t e r i o n  used focused  on the  e x p la n a t io n  of a r e a s o n a b le  

p o r t i o n  of t o t a l  v a r i a n c e .  H air e t  a l .  (1979, p . 232) s u g g e s t  60 

p e rc e n t  of t o t a l  v a r ia n c e  in  the  s o c i a l  s c i e n c e s .  Thus, the  

c u t t i n g  p o in t  in  th e  f a c t o r  a n a l y s i s  conducted  was s e t  a t  t h i s  

minimum l e v e l .  F o u r th ,  th e  i n t e r p r e t a t i o n  o f  th e  f a c t o r s  

e x t r a c te d  proceeded as f o l lo w s .  S ince  a f a c t o r  lo a d in g  

r e p r e s e n t s  the  c o r r e l a t i o n  betw een an o r i g i n a l  v a r i a b l e  and i t s  

r e s p e c t iv e  f a c t o r ,  an approach  s i m i l a r  to  c o r r e l a t i o n  a n a l y s i s  

s i g n i f i c a n c e  t e s t i n g  was u se d .  Thus, w ith  a sample s i z e  of 2 1 ,  a 

lo a d in g  o f  + .5 0  would be s i g n i f i c a n t  a t  th e  f i v e  p e r c e n t  l e v e l .  

S in c e ,  in  g e n e r a l ,  lo a d in g s  o f  + .5 0  a r e  c o n s id e re d  v e ry  

s i g n i f i c a n t  (H air  e t  a l ,  1979, p .  2 3 4 ) ,  t h i s  c o n v en t io n  was u s e d .
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Appendix All 
FACTOR ANALYSIS («) OF STAKE MEASURES

Factor ) Factor 2 Factor 3

Measures
"Stake

D"
of "Stake of 

M"

"General 
level of 

stake"

Commo
nality

SKI time to replace 
D/M

.194 -.222 .884 .868

SK2 Importance of 
D/M

.027 .586 .686 .815

SK3 % of M's total sales 
through D

-.052 .928 -. 146 .886

SK4 X  of D's total sales 
through M

.944 .108 .043 .906

SK5 % of M's exports 
through D

.114 .823 .061 .694

SK6 % of D's imports 
through M

.921 .176 .114 .893

SK7 importance of
business to M/D

.741 -.435 .199 .778

Eigenvalue
% of variance explained 
Cumulative X  of

variance explained

2.549
36.4
36.4

2.167
31.0
67.4

1.123
16.0
83.4

Note
(a)
(b)

Principal components analysis with varimax rotation 
Measures loading > .50 are underlined
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Appendix A13 
FACTOR ANALYSIS (®) OF CORPORATE EXPERIENCE MEASURES

Measures Factor 1(b) Factor 2 Commonality
"current M-D 
experience"

"scale of inter
national trading”

CEI no. of overseas 
contacts

.148 .868 .776

CE2 years of inter
national trading

.773 .608 .966

CE3 years of Canada/ 
UK trading

.947 -.045 .899

CE4 years M-D relation
ship established

.960 -.020 .923

CE5 relationship contact 
level

-.111 .749 .574

Eigenvalue
% of variance explained 
Cumulative % of variance 

explained

2.660
53.2
53.2

1.477
29.5
82.7

Note

(®) Principal components analysis with varimax rotation 
(b) Measures loading  ̂ .50 are underlined
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Appendix A15
FACTOR ANALYSIS («) OF PERSONAL EXPERIENCE MEASURES

Measures Factor 1(b) 
"experience within 
M-D relationship"

Factor 2
"other international 
trading experience"

Commonality

PEI contact age .840 .000 .705

PE2 years of individual 
contact

.926 -.004 .857

PE3 work experience 
overseas

.020 .594 .353

PE4 days overseas -.121 .739 .561

PE5 overseas trading 
experience

.664 .694 .922

FE6 schooling , .447 -.538 .489

PE7 company experience .427 .726 .710

Eigenvalue
% of variance explained 
Cumulative Z  of variance 

explained

2.759
39.4
39.4

1.839
26.3
65.7

Note

(®) Principal components analysis with varimax 
(b) Measures loading >.30 are underlined

rotation
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Appendix A18 
MEAN, STANDARD DEVIATION AND 

INTERCORRELATION OF RECIPROCITY MEASURES

Measures Mean S.D. RPl RP2

RPl decision-making in the dyad 86.00 23.83 1.000

RP2 spot decision-making 3.18 .95 .443** 1.000

Nc :e
** p <.05, one-tailed



315

8

o
o

vO o
M
U r—4

«
*
*

o m
o so

m o
M
u r—4

MC
•K •K
•K «

o en ON
o O O
o NO

M
u 1—4

«
o ON CM CO

m o CO O CM
M o o O cn
U

«
«

<M o vO .CM SO o
M o so cn CO
u o m o CM o

1 1
■K
■K

* •K
o en 00 Ifl m
o vO 00 00 CM CM

M o en r* CM cn
u

- f O *n ON o r~.
d Ifl O O rs. 00

ui m -T CO CO
m m o

(S

en m JS* o O <r
a \o m so m S* ON
«D
<U o \ so <N en

s '4 - en CM
CM

a
tH
r 4
CO0» (J >%1 a B 4 J

tu 4) u X a u >N
*J S •H <u a o .  a a u
4-1 o a f—4 a 0 a 4 J B
<U JH 9) 6 0 O  6 0 c a

iH c u > W a u  a o 3
a -X V O*

<4-1 «4M a <4-t c a
O o O o a O  *H u u

a iH a M-4
Æ

o o o o O 4 J
a B c c B B o0)
M
3
a
cd f S c n •O ' «0 so0) M M M M M M

£ u o u Ü C_> u

'Z

w tn O
o  o  t-»
V v>  V

(3 .  a  o .

•K « -N
■K -tC «



316

Pa b. ou o c.

w>>
i
<

g

i

>s

m4a CM o s f 00c vO o vO ON
3 ON r » 00 ON OO OO

O
u

en
r4

kl a a
o c ON O nO •o en en ONo r4 U m4 ON 00 m CM r»u a a a CM r*̂ 00 o CM O O ONa kl ja
u* a k# c r 1 OO nOû. a o OO

> u

CM c a !>. vO 00 \0 00 CM ONa CM < r «n r** en 00 NO
W o ON co o 00 CM un CM ON
O a
4J •H 1 nO 00
U y a CM \ oa S oo

a 40 < r o sr sO en vO
u a ON 00 • s f m OO O \0a oa O en CM en 00 ON un 00 OOu ao s .X 1 CM CM CMu o s «O s fu ua m4

b.

a
a >N T3 u
a u a Ga 00 G c aa a a •H

00 3 a kla a G O" iH arM a •H a O. >
iH a M k) Xa a Nk) a «M

a U a >N O
w a C kl aa a kl X a U ü M *o

s •rt a O. a c a
o a r4 a kl a a a sa JZ •H a o G 3 •H > •H

iH Ck > kl u O «H kl •H aU a a kl iHIki Vkl IN «kl > > a O.
O o o O o kl c r- i Xa a a «M3 aa Æ 00 O aM o o O O o kl ■H 33 s c C G G o M N ua

a CM en •O m *6a M M M M M M£ . o u O U U U

B
ua TJ > a

t  a 
«-g

•H 3a>1 a
*5 5
a o 
a •4-t
S ^
3 OO

S ’Su o
a a o. a
I I•H a u a 
PL) £

a .a



317

CO
U3
g
en

I
>*
H

i l
i S

CM h-é

= 1 “g . iË
" B ;

en N-

O
in o
M o
(X

o es
'f o
M o en
(X 1

en
i-t
Qfi O es vOO nO rs

o O es

1

CM O sr en en
k-l o sr un 00
06 o es o O

1 1 1

O ON sf sf
a: o o un un S f

o es fU o en

1 1

ON un sr oa GO OO 00 un ON

en un

o vO un en unc un 00 ON vO OO
a
a un
S en

a
(Ha o •o00 akl o "O "Oa a akl •H aa k4 04

kl X
£ a 00 akl u ckl w ■H kl

o o 3d C M
3. a O
O. a o a Us

a 3 a u kl us
a a 3 a kl ak,
3
aa 1—4 es en S f una M M M M M
£ Od Pd Cd Cd cd



318

>»
kl
tS4-1
a CM rS ' f
S un PS vO ON < -3 IS. f s PS 00 PS

i
•

O
U

e n

u iH  :
en O f-l k l PS CM on i-S 00txl a  kl o CM «T s r un
g u kl o O o ON un5 a a  3.
en b* >  3. 1 1 1 1
< O  3

:  a
Z

S

en
z
u CM k l en on s r O CM
H kl un 00 00 en
z kl o O f s PS o

O 3. :3.3 1 1
«M M u 3
CM O a a  >»
<  00 (k : 3

3
X O

•H en
T3 ÜU
C  00
a3.  Ck 3
3 . 0 kl ON nO sT un CM< U un 00 00 PS sr

o 00 en e n o NOa k4 3.:
O 3 .Z 1 13

en U a >,a :  3
en b.yu
<z
<

od
O
H
U
< a
Ck rH

a o 73
•rt 00 a
kl o 73 73a iH a G

•H aa a U 3 .
a kl X

Z a 60 a
u C

w «M kH kl
o O 3d G ua 3. u kC oa C. a o a Us

kl 3 a kl us
3 a 3 a kl aa
a CM en una M M M M M

S fld Od Od Od Od

unm
o  PS  - o

d  d  oô 
CM ps

00
e s  \ 0  P S

mS un PS
csi un

CMO _M3 o  o
pM CM (Sen en

a73 oa G
G a•H kS
a w1-4 aa >
3 Us

Oa
CJ M 73G aa a a G3 kS > kS1-4 kl kS aa a r-4

> > a 3.
G rH Xa us 3 a60 Ok4

M  M U

a
•H

a na > a
x: s4kl <H
^  a

. s ia
>N a

f H  k la a
a o  un a •

a ^ c  oa
2.5
S'S
ü  O

a  a  B. a
s 4  k l

S a s-i a
X

a  A



319

8

ooNO oO
sc
sc
sco sfo fs.m o r-kU

kS i
sc se
se se
se sco sf kSo O r-ksf o |SU 1

sc se
sc SC sc
sc sc scO NO sf cm

«n O Sf 1-4 00O o rs nO 00
r-4 1
se sc sc se
sc sc se se
sc sc se seCM o rs on •sf CMO o CM un o uno fs NO NO NO

1
sc SC sc sc
« sc sc se se
« sc se sc sco sf o nO O NOo sf en on CM

u o NO es fs vO un

1

o 00 O CM kS fs.
d o CN en OO en <o

to r-4 i-S CM

m NO rs on sf
c m r-4 on NO NO CM
a
a CM un en CM un on
Z

kl
k# a

>N O kS 3 .
U kS kS
G 3 , U4 JG
a kS G a
3 Is o  G

m c r a a a o
a a a a kS SN

Us > w S a a  kl a
o kS us 73 >  a G G

kl _ a kS r-4 O a
kl V kl G kS kl a k l a 3
u a U O kS a iH a  Is O*

kS T-l kS kS Us kS a kl 3 arS Xi i-S a  G kS a a  G r-4 u
US o us kS o us a 3  kS O us
G G a a G G a -O O a O o a

« a U 73 a a Is
a
Is
3
aa
a CM en sf un NOZ u U u o u u

•S

V V
3 . 3 .



320

Oo
so o
3

HC
HC
HC

O CMo en
m o IS
3

kS

HC HC
HC HC
HI HC

O rs CMo o CM
sf o on IS
3

k4

HC HC HC
HC HC HC
HC HC HC

O kS CM
en O Sf sO IS
3 o sO sO sO

kS

HC
HC

CM O CO en kf IS
3 O on Ps on ono m cn

He HC HC HC HC
He HC HC HC HC
HC HC HC HC HCo CM sf 00 Ps eno on en OO on

3 o m m SO m

kS en so -f sod cn CM en so on sf

cn CM in CM kS
m00

kS o m in CM sf
G Ps o -f so inaa NO o so 00 00 so
Z so00

GO
G kHO U
kS a
k* aa a usa a a

iH kH aa a G kl ca a kS O a aa kl kH a kH
G kS a kl 3
kS a a a kHa u kH a•Q a a a wC a 3 M 9a ad kS o aw a o > 9

a kt d a a o UHau
9aaa r—1 CM en -f m SOz 3 3 3 3 3 3

7Ja

kS in
o  o

V V 
3 &



Appendix A25 
FACTOR ANALYSIS (*)0F PERFORMANCE MEASURES

321-

Measures Factor 1 (b)
"current
satisfaction"

Factor 2 
"U.K. sales 
performance"

Commonality

PI trend in sales .624 .633 .792

P2 U.K. sales .099 .972 .955

P3 sales satisfaction .840 .160 .732

P4 cooperation .871 .261 .827

P5 overall satisfaction .864 .294 .833

P6 future plans .897 .071 .810

Eigenvalue 3.977 .972
% of variance explained 66.3 16.2
Cumulative Z  o f  variance 66.3 82.5

explained

Note

(®) Principal components analysis with varimax rotation 
(b) Measures loading> .50 are underlined
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