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The topic of this thesis research is trust in alesaler retailer relationship. One of the
main objectives is to determine what trust is iwtwolesaler-retailer relationship and
what factors influence it. The second objectivéoisdentify how to maintain a trustful
and strong business relationship from retailershipof views about trust in thejir

relationship with wholesaler.

The research method used in this thesis is cadg.sfhe case study company, Popsoda
Ltd, is a wholesaler designing and manufacturisgpiwn 3 brands a field of alternative

clothing. Interview was conducted with the companygwner by using a semi-
structured interview method. Additionally, a randgnselected sample of Popsada
Ltd’s retail customers were received an online tjaesaire to gather data that was

used with relevant literature on trust and busimekgionships.

This research determines the most common typesustf &nd relationship stages. The
factors influencing trust are revealed and promosake given to Popsoda Ltd |to

maintain a strong and trustful relationship betwd#enwholesaler and the retailers.

Keywords: wholesale, retail, business relationsHipst
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1INTRODUCTION

1.1 Background and motivation

The original idea for this thesis research spaw@ihg my internship. | conducted
my internship in Popsoda Ltd in autumn 2007. Popddd, a wholesale company in
an alternative clothing industry, was founded imdlon 1993 by Balraj Kudhail.
Popsoda Ltd was first designing and manufacturltegrative clothing for men and
woman on the field of club wear. In 2002 Popsodd htade a decision to
concentrate designing alternative wear mainly famen on field of international
alternative scene via two clothing brands, i.e. é&yeand Hell Bunny. Hell Bunny is
now one of the largest and most popular alterndtraeds, famed for its kitsch prints
on retro and Lolita inspired shapes. Mercy as adia a separate brand with gothic,
rock and bondage influences. In 2010 Popsoda Ltdensddition to the brand
selection by launching a steam punk inspired Spatt@r brand. (Popsoda Ltd,
2014.)

Popsoda Ltd’s customer base is covering most obggyrNorthern America and
Australia. The main European companies are locatd¢tde UK, Germany and the
Scandinavian countries. In the US, Popsoda Ltdanaagent managing the contacts
with the customers, mainly because it is most corerg due to time difference and
distance. In the US, the agent can also take péatiaccount of the key customers.
As the Popsoda Ltd’'s brands are getting increagipgpular in Australia and the
sales volumes are growing, the company has steotetbntify opportunities for use

of an agent as well.

During my internship | had an opportunity to see ttompany and its multiple
functions close and from all the functions to me tmost interesting was the
customer contacts. As being part of the custommticgeteam, | had a possibility to
see the customer relationships close. Popsodaddamhed to have many customers
where the relationship was formed to be reallynfilig, almost comparable to
friendship. | started getting interested of thetaoeer relationships and the first idea

was to look into the ‘friendship’ of the relationgé. It would have been interested to



see at what point the business relationship startslevelop into a friendship
relationship. This topic would have been too widd too demanding for a Bachelor
level research, and, hence | narrowed down thenatigdea and revised it. There

evolved the idea for the trust in the businesdimglahips.

1.2 Research objectives and questions

The main objective of this thesis research is taceatrate to the concept of business
relationship and trust to find out what trust inoldsaler retailer relationship is and
which factors influences it. Looking into retailewiews of trust in their relationship
with Popsoda Ltd, the objective of this researchoigind out how to maintain a
trustful and strong business relationship and fbezehelp Popsoda Ltd by giving
proposals for the future. | am using Mari Sako’'saity about three trust types in
supplier-buyer relationships as the theoreticahtevork and her definition of trust is
used as a core definition in this thesis. My redeguestions can therefore be lined

to the following questions:

1. What is trust in a wholesaler-retailer relasbip?
2. What factors influence trust in a businesatiehship?
3. How can trustful and strong wholesaler- retaitmrsiness relationship be

maintained?

1.3 Structure of thesis

My thesis is divided into five chapters. Chaptegiles the background information
of this thesis research and presents the resebjettives and questions. The second
chapter presents the research methodology of thesid, the methods and the
techniques used and the motives behind these iselecis well as the scientific
credibility. The theoretical framework of the thesesearch is given in Chapter 3.
The chapter begins with the theoretical framewofrkbosiness relationships: the
definition, the nature and the development of retethips to wholesaler retailer

relationship. The theoretical frameworks chaptemntiomes with theory of trust by



first explaining the definition, then the theorytaist in different business levels and
finally revealing the trust types used in this teegsearch. The outcomes of this
thesis research are presented in the Chapter 4lly;irtChapter 5 presents the
discussions and conclusions for the outcomes ofhasis work, as well as presents

the possible limitations of the research and sugdes further research direction.



2 METHODOLOGY

2.1 Research methods

After the thesis topic was decided, for this reskeadhe method of case study was
selected. Here, Popsoda Ltd acts as subject oéfiearch with the objective to study
trust in wholesaler — retailer relationship and ttrieated the research strategy to be
single case study. The research method allowedrdiif combinations of the data
collection, and provided the possibility to deseribxisting theories of trust and
business relationships and test these theoriesatige. (Eisenhardt 1989, 534-535.)

2.2 Data collection

Case study method gives researcher possibilitiesuse both qualitative and

quantitative techniques without eliminating eacheot To provide a multi-method

picture of the selected topic both methods werede@eand therefore applied.

Qualitative technique, interview and quantitatieehtnique, questionnaires provided
the primary data of this research that was combm#dthe secondary data, selected
theory. This provided a triangulation approach tie topic of trust in wholesaler

retailer relationship. (Bell, 1993, 63 — 64; Sausdeewis & Thornhill, 2009, 151.)

Above mentioned data collection methods were usedtd the limitation of time
and research funds. Considering the geographictrféhat this research was made
from Finland, the data collecting methods that dobk used efficiently from
distance were needed. Next three subchapters df, 22.2 and 2.2.3 explain the

three different data collection methods used modetail.

2.2.1Theoretical data collection

Theoretical data of this thesis research is basedrevious studies related to trust

and business relationships. Theoretical data wiected from several sources using
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books, articles and journals. Library of Kemi-Tarniversity of Applied Science,
currently known as Lapland University of Appliedi&te, was enormous help to
collect the theory by providing the access to boakticles and journals from
different universities and polytechnics through bamed library database Nelli.
Internet was used as a tool when searching forr¢iieal data. To provide quality
secondary data, a sceptical attitude towards the@dianformation was kept and

material was used only from well-known and trusolirces.

The search for usable theoretical data was founth lhallenging and time
consuming. The search was found challenging asnmenty studies were made
previously about trust from business relationsloppof view and therefore finding
suitable material to use was taking long time andf effort. On the other hand the
search was found time consuming as finding matedaut business relationships
was opposite from the trust. There was enormousuataf information and studies
available and it was taking lot of effort and tirfived suitable material to be used in

this thesis research.

2.2.2 Interview

Interview was used as a data collecting methochabdata could be gathered from
the owner and CEO of the case study company, Papktti The owner Balraj

Kudhail preferred not to use lot of time for theéenview therefore he wished to be
familiar with the topics used in the interview beflband. This lead to the decision to

use focused and structured interview as data gatherethod. (Bell, 1993, 90-94.)

A questionnaire was created to support the intenaed it was sent via email on

28.10.2008 to Mr. Kudhail. The questionnaire iselisas Appendix 1. The layout of
the questionnaire was divided into two sectionse Tibst section concentrated on
Popsoda Ltd attitudes towards their retail custenaerd how they would describe
their relationships with retail customers. The seteection focused on Popsoda Ltd
views of creating trust and how trustworthy Popsbtthsees itself. The interview

was decided to be conducted via Skype softwares Jtftware enables the interview

to be face-to-face in real time without travellipgrsonally to meet interviewee. As
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Mr. Kudhail had the same Skype software and he famasliar to use it daily, the
interview was held on 6. November 2008. The inwiwas recorded and the

information gathered from it is presented in Chagte

The structured interview suited well its purposeu&ured interview kept the topic
with its standardized structure and it remindedtfitime interviewer to gather
information without possibility to leave any impant points out. For the owner of
Popsoda Ltd, structured interview gave good overaliure of the topics and also
helped him to prepare for the interview the bestsgme way. (Bell, 1993, 90-94;
Saunders et al., 2009, 320.)

2.2.3 Questionnaire

Popsoda Ltd’s customer base was consisting appeat&lyn650 retail customers at
the time of the research. The customers were |dcateover the world therefore to
gather information from a sample group of this costr base, questionnaire became
as the only method to be used without spendingntoch time or funding. The
guestionnaire was created on a webpage with imend have the answering process
as easy for the respondents as possible but algwoade anonymity for the
respondents. These were hoped to increase thensespate, quality and honesty of
the responses. The link to the questionnaire welgis decided to be distributed via
email to retail customers. As 465 retail custontead informed their valid email
address to Popsoda Ltd at the time of the resetltehsample group was selected
randomly from these retail customers. To managdysing the gathered data
efficiently, the sample size was limited to 110. dresure the construct functionality
of the questionnaire the piloting of the website #me questionnaire was pre- tested
by a trial run. Five persons participated to thal trun and no major problems

occurred during answering process. (Bell, 1993,85b)

The layout for the questionnaire was divided intaifferent sections. The first
section consisted questions of the retail custorhackground. Question 1 inquired
the duration of the business relationship with BdpsLtd and Question 2 the

ordering frequency. In Question 3 customers wekeddto describe their current
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trust and relationship level with Popsoda Ltd. Qoes 4 and 5 inquired has the
business relationship changed over the time ard,ihow. All questions in the first
section were multiple choice questions. The secgertion was concentrating on
trust and how retail customers would rate certaisiress actions and sectors when
measuring them from the perspective of creatingtirQuestions 6 and 7 listed the
same business sectors and actions but in the gudktion these were asked to be
rated from the general wholesale level point ofwién the seventh question these
were asked to be rated how do the customers thogsd®la Ltd has managed to
create trust. Both of these questions were multipleice questions. In the third
section retail customers were asked to answer Xtigns. Question 8 asked
customers to rate listed statements of how theseritbed their relationship or
attitudes towards Popsoda Ltd. Question 9 gavel miatomer the possibility to
explain with their own words the preferred wholesalelationship and what
expectations they have towards wholesalers. Theutapf the questionnaire is
presented as Appendix 2.

The accompanying email explaining the purpose efgirestionnaire with the link to
the questionnaire was emailed to customers on @@eiber 2008. Successfully was
sent 97 emails, 13 of them failed to reach theaedents. The original time given
for answering was set to one week. As in this tBneesponses were successfully
submitted and as this amount of answers would kapé the response rate too low
for reliable research, retail customers were givee week extra time. Reminder
email was sent again on 28. November 2008. Theilplitysto answer ended on 5.
December 2008 and finally 22 answers were receifedhe response rate grew to
the rate acceptable, above 20%, analyzing of thelteegathered could be started.
These results are presented in the Chapter 4., (8898, 85 90.)

2.3 Scientific credibility

The validity and reliability of the data collectioechniques and procedures is needed
to be evaluated to show the scientific credibibfythis thesis research. In this case
study research both primary and secondary data wseel. Primary data was

collected using quantitative data collection metloddjuestionnaire and qualitative
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data collection method of structured interview. @®lary data was gathered by

using different types of data, e.g. books, artieled journals.

Validity is divided into the following three diffent categories: construct validity,

internal validity and external validity. Construealidity of a case study can be
increased by deploying a multiple source of evideriy establishing a chain of

evidence and by reviewing the draft case studyrtdpokey informants. The use of

multiple sources for both primary and secondara dladreases the construct validity
of this thesis. The chain of evidence has been igedvthroughout this thesis

research, starting from the objectives and endintipé conclusion. Internal validity

Is only concerning case studies that are causakglanatory. As this thesis research
is descriptive and exploratory, the internal validcannot be measured. External
validity is measuring whether a study’s findingsndae generalized beyond the
immediate case study. This thesis is a single «tgdy, therefore it cannot

guarantee external validity for the clothing indystThis thesis research does not
allow generalization for all results for presemhéi 2014 as the empirical research
was conducted already in year 2008. (Yin 2003, 39-3

Reliability aims to minimize measurement failuesswell as research prejudices in
the course of a scientific study. This means that later investigator follows the
same procedures as described by this thesis arglicisnthe same case study all
over again, the later investigator should comeht game findings and conclusion.
The reliability of this thesis is obtained by itsaimly descriptive and exploratory
character. Theoretical findings are quoted as thaxs¢ empirical data can be
researched in co-operation with the respective @myp To increase the reliability
of this thesis research, the structured intervieas wsed questionnaire used was
piloted. The authenticity of responses of bothriigav and questionnaires are based
on the assumption that the respondents were handghat the answers are recorded

in an exact and reliable way. (Yin, 2003, 36-37.)
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3 THEORY OF BUSINESS RELATIONSHIP AND TRUST

3.1 Business relationships

3.1.1 Definition of business relationship

Business relationships can be characterised withstatements. The first statement
is that every company has had relationships nowadirmbmpanies will always have
them. Companies cannot exist without relationships, these relationships can
greatly vary in content, strength and duration. Tdexond statement is that
relationships are for good and for bad to the corigga The relationships with its
customers, suppliers and with the other comparaesbe seen as an asset but also
these can be burden to carry. All of the relatigpsican fail or succeed, it is matter
of how these relationships are managed. (Ford, §addkansson, Snehota 2003,
37-38.)

In this thesis the concept relationship is useddscribe the pattern of interactions
and the mutual conditioning of behaviours over tirhetween a company and a
customer, a supplier or another organization. Relahips exist between two parties,
but it does not mean that there would or that tief@uld, always occur particular

type of interaction. Standardized business relatipps never exist. Every

relationship is unique in its content and in itsxdyics. How relationship evolves,

how it impacts on the parties involved and whaeguires from parties to success is
always individual. (Ford et al. 2003, 38.)

3.1.2 Business relationships

As business relationship between two companies rnave the same or even
standardized, it is even more complex to try tandethe substance of relationship.
The substance of the relationships can be explainexigh three aspects of the
substance and how these affect to the relatiorslep time. The three aspects of the

relationships are actor bond, activity links ansorece ties. (Ford et al. 2003, 39.)
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A relationship between two companies frequentlytstavith the first contacts
between individual actors. At the beginning of &atienship these actors have
different distances between them. To get more claitle each other, these actors
have to create two-way communication. It is esséritir both parties to become
aware of each other and learn and teach each alioert their principles, needs and
wants. It is important to learn the counterpart’samngs behind the words and
behind the attitudes. This is done to reduce theedainties but because all the
uncertainties cannot be reduced totally it is anlieg process as well to tolerate
uncertainties that always will exist. At some poithie actors will start to be more
acquainted with each other and start to be inanghsicommitted to develop
business between them. It does not matter if & isng-term commitment or short-
term commitment behind the development, both aneewniding on trust. Every
relationship develops own history about the othére history is influenced by
degree of trust and commitment that has been bpilbver the time. This could not
happen without interaction that is commonly intesp@al. When interaction
between individuals is effective, it creates adtonds that are based on their mutual
learning, trust and commitment. The second aspéaklationship substance is
activity links. The repeated transactions form these for interaction and its
behaviour. When some transactions between compareagpeatedly done the same
way over the time, the transactions develop int® #ativity links between two
companies. These links includes many different eéspef operations of the two
companies, such as production, logistics etc. Thed taspect is resource ties.
Resource ties are adaptations of resources of iffeveht companies, for example in
the fashion industry suppliers and retailers togetinvest to the single software
package that gives e.g. real-time sales informatopoth parties. (Ford et al, 2003,
p.39-40.)

The business relationships can be challenging toagers. First of all most of the
companies have some really important customerscksiomers that account for a
major share of their sales. These customers anaaie concern to companies and to
fail with these relationships can be crucial. Thene the main attention is in these.
Secondly, with these few really important relatiops, companies tend to have also
many relationships that are individually insignéfid, but collectively important to

the company. These individually insignificant redaships are particular challenge
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to the managers as these relationships do notagvauch information or a sale to
the company individually as key customer doeswhen putting all these customers
together, they are substantially affecting compsinyinancial and operating

performance. Thirdly, all the relationships are lidmging because they are all
closely connected to time. Different episodes ofetiare connected to each other,
and everything that has happened in the past dnithealinformation given today

influence to the future. Relationships also repmedbe existing structure of the

activities and resources at the present time withite current problems and

contradictions. (Ford et al, 2003, 41-42.)

3.1.3 Relationship development

Business relationships are not always the samthandiave they stayed the same all
the time. The relationships change over time amdestheories show that there can
be distinguish different stages, pre-relationshgys, exploratory stage, developing
stage and stable stage. The pre-relationship stagerers questions such as the
following: What will the customer and supplier dgetm the relationship? How much
should they invest in the relationship? What wiky learn from the cooperation? Is
the partner trustworthy? In the exploratory stalge partners engage in serious
discussions about the possible future function ym@ment or mutual project launch.
During the negotiations the partners start to ldesm each other’s procedures and
practices. Partners are not yet able to demonstratencretely their willingness to
commit as no actual investments or adaptationsra@e at this stage, only time of
management and experts who participate in negmiigtis consumed. During the
development stage the business between the pargremss in volume and
relationships on several plans are tied. Usualey ¢bntracts are signed for actual
projects to start and adaptations processes stapractice. This stage is also
characterized by mutual learning as a result oérdi® know-how exchange. Trust
and commitment are built by positive willingnessaiapt and companies find the
informal adaptations as a main indicator of comreitin to the promising
relationship. At this stage too extensive preparatf formal contracts can show
possible mistrust. This is at the same time a cermphd delicate question of how

and to which scale and depth it is necessary tateréhe agreements without
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showing or manifesting signs of mistrust. Howevenly rational business is
conducted with formal written contracts. The stabtage is reached when the
partners have obtained certain stability in leagnadaptation and commitment to the
relationship. Cooperation has become a routinegaxyacompanies have established
standard routines and communication channels. iBhis a general stage where
companies start to skim off the benefits of thatiehship by building commitment
and trust that easies the cooperation at all lesal$ aspects. The cooperation is
institutionalised and less and less time is consurbg the management and
procedures of the relationship. Business runs dmhpdietween the companies.
However, all this depends on the individuals opegain the partner companies as
well as on the management skills. To ease pospiblelems caused by relationship
dissolutions or decreasing commitment the compdrguls build a relationship

portfolio to avoid harmful interdependence. (Forele 2003, 51-58.)

3.1.4 Wholesaler-retailer relationship

Trade companies fulfil the functions between pradluand end user. Trade
companies are able to carry out many activitiesenedficiently than manufacturers
e.g. their ability to manage larger range of prasli€ better. Trade companies can be
divided into two different levels, a wholesale leaad a retail level. In wholesale
level companies sell their products to other cormgmanTheir customers are retail,
industrial and service companies, which delives¢éhproducts to the end consumer.
Wholesale companies differ from retail companiesiynaays, e.g. wholesalers put
less effort to shop layout, promotion, selectionl docation. Other differences are
wholesalers sell their products in large transasticnstead of small purchases.
Wholesalers tend to have limited number of retainpanies as customers than
retailers. (Weele 2000, 292 — 296.)

In this thesis research, the wholesaler retail&tiomships are multi relationships.
Wholesale companies that have different relatiggshwith retail customers,
suppliers and manufacturers, are suggested to ecraaportfolio of different

relationships to manage relationship diversity. tA# relationships are different both

in content and in context, therefore the portfajgproach may help companies to
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identify different relationships and their way opeavation in different situations.
Managing wholesaler — retailer relationships astfplw, aims to optimize the
company’s resources. In the portfolio approach, thenber and the type of
customers are seen as assets. The customerslaemnanig directly to the volumes
of the current and future sales, cost structureyledge input and to margins. These
in turn influence profits. The efficient managemehtustomer relationship portfolio
ensures the stable and long-term profitabilityha firm. (Saunders 1997, 262-264;
Moller & Halinen 1999, 418.)

Wholesale companies and retail companies are casgpdhat operate between
manufacturer and end user (Weele 2000, p.294hdmtodelling below in Figure 1,
wholesaler -retailer relationship is presentedtgncommon form in supply chain.
This model shows that wholesaler, marked as 1,rhakiple relationships with
different retailers, marked as A, B, C, D and Eevrelationship with retailers is
different but the reason for existence is the sameddition to relationships with
retail customers, wholesaler has relationships widctories A, B and C.
Relationships with factories are crucial as theshk wholesalers to provide quality
products to their retail customers and later oth&end customers, marked as c1, c2
and c3 in the Figure 1. Wholesaler is in the cémntida distributing the products from
factories to end customers and the multiplicityhed relationships is taking time and

effort from wholesaler to efficiently manage thelin a

Factory A

Factory B Q 4_,

Figure 1. Modelling the central role of wholesaler - retatlelationships in supply
chain

Factory C
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In this Figure 1, wholesaler is using time and effo maintain all the relationships
with different companies. Therefore the time antbréfused to designing and
producing quality products is less. To preventdbesuming the precious time from
designing, warehousing and wholesaling, the relahgps can be managed another
way. A new model of wholesaler — retailer relatioipsis a presented in a Figure 2.
In this model, relationships of the same wholesalean used earlier, are
reconfigured. In this model the central role of théolesaler, managing all
relationships by it, does not exist anymore. Inribev model wholesaler, marked as
1, is providing products to retailers, but inst@danaintaining and managing all the
relationships with retailers alone, an agent, ndrks 2, manages the retailer
relationships behalf of the wholesaler. The resilitg of the retail customers has
transferred from wholesaler to its agent. The ageay manage only the contacts
with part of retail customers e.g. inside specdountry or all of them e.g. inside
Europe. This decreases the time used in relatipngtanaging from wholesalers’
side and creates one relationship with an agetgadsof having 6 relationships with
retail customers. The relationship between whodgsand its agent therefore
decreasing the time used with retail customersthadelationship gives the agent
possession where it has better opportunities topetenwith the competitors. As
wholesaler does not use as much time managingealetail customers individually,
gives wholesaler an opportunity concentrate desgyr@ind warehousing resulting

better products.

Businesses are facing an increasing complexityusingss activities and therefore
the intention is to coordinate their work more @#éntly in terms of cost reduction

and minimising the work duplication. The businessesne supply chain are trying

to establish relationships with their supply chpartners to have extended level of
relationships. (Forker& Stannack 2000, 37.)



20

Factory A

Factory B

Factory C

Figure 2. New wholesaler retailer relationship model

In the new wholesaler-retailer relationship modéhe relationship between
wholesaler and the agent is dyadic. Dyadic relatigmnis between two parties which
both have the power to influence the other. Dyadiationships between buyer and
supplier are increasingly creating long-term coapee relationships. More
companies are willing to collaborate with other pamies as then the company
remains its competitive and economic advantagesh{iski & Benton 2004, 39
Bititci & Martinez & Albores & Parung 2004, 255.)

In dyadic relationship supplier and buyer are ig gesitions, to offer benefits of this
relationship to the end customer. This goal camgdieed when this relationship is
based on common strategy and goal. For exampleviiodesaler in this particular
case has to offer quality products to the retagrigand retail agent offers then
guality products to the end- customers as welloathé other retailers. The reason
why buyer and supplier create dyadic relationslaip lbave various reasons, but the
starting point is commonly to gain economic advgesa (Benton & Maloni 2005, ;2
Bititci, et al., 2004, 255.)

3.2 Trust



21

3.2.1 Definition of trust

Defining concept of trust is complex and it hasrbee/estigated in many various
studies such as social sciences, economics, pphgsand management. The
concept of trust is studied in this thesis researdbusiness relationships. Trust as a
concept is hard to define, because definitions lwarfound in any literature that
studies trust. This thesis research is mostly aunatng to trust in wholesaler -
retailer relationships, hence | am using Mari Salagefinition of trust in supplier -
buyer relationships. Trust is a state of mind, &peetation held by one trading
partner about another that the other behaves qomes in a predictable and
mutually acceptable manner (Sako, 1992, 37).

Tompkins’s definition of trust, a adoption of a ieélby one party in a relationship
that the other party will not act against his or imerests, where this belief is held
without undue doubt or suspicion and in the absefiadetailed information about
the actions of that other party (2001, 165), isadué to this thesis as well, because it
shows that in working relationship one must setnolamies of trust within that
relationship. Tompkins definition doesn’'t excludé @ancertainty about future. It
shows that trust can not exist in relationshipgssithere is the freedom to break the
trust, even if the other party does not expect saarckact. Tompkins definition also
shows that parties can trust to each other, witfidbiinformation and this finding

has important role when studying trust in busimestions.

3.2.2 Trust between organisations

It is vital to start by identifying the differencleetween interpersonal trust and
organizational trust when starting to explore tblke 1of trust between organizations.
Interpersonal trust is trust between individualdiew organizational trust is trust

between different organizations. Trust has beemamy cases defined to be as an
interpersonal phenomenon. Therefore primary chgdesf forming a concept about

the role of trust between organizations is to extemlividual level phenomenon to

the organizational level of analysis. (Zaheer, MbE& Perrone 1998, 141.)



22

It is argued that only individuals or teams of wduals can trust (Blois, 1998). The
claims can be found that the main difference betmiaterpersonal trust and inter-
organizational trust lies in the object of trusth&¥ the trustee in interpersonal level
is another person, such as member of organizatioimter-organizational level the
trustee is another firm or organization. Trust fasorigins in individuals, while
individuals in organizations share orientation to¥gaanother organization. Inter -
organizational trust describes the level which orgational members have mutually
held trust orientation toward the partner orgammat\When a member of another
organization leaves or disappears, the trust fromther organization and its
member’s stays, trust does not go away with theingamember. (Sako & Helper
1998, 389Zaheer et al. 1998, 143-144.)

3.2.3 Trust in the business relationships

When evaluating the level of trust between busiegsi$ is important to concentrate
to the nature of trust. Some definitions of trusrevintroduced in chapter 2.1 and
explaining these definitions continue here. Tomplamefinition of trust (2001, 165)
indicates that in inter - firm relationship trusied not exclude all uncertainty about
future. It shows that trust can not exist in irfiem relationships unless there is also
the freedom to break the trust, even if the othartypdoes not expect such a
violation. Tompkins definition also shows that pestcan trust to each other without
full information. In business relationships, pastoo not have full information about
each other and still business is done. Economstadl think that trust have any
function to fulfil in economic contacts. Sako’s uéion of trust defines trust to be a
state of mind, an expectation held by one tradisugner about another, that the other
behaves or responds in a predictable and mutuedigptable manner. This definition
shows that the predictability in behaviour exidtst for different reasons, and this

allows to make a distinction between three typesust. (Sako 1992, 37.)

The three types of trust to introduce are contedctrust, competence trust and
goodwill trust. Contractual trust is a trust fornmave both parties have made oral or
written agreement, which both party have promisetidld on. Basis therefore lies

that both parties keep their promises. This tryse ttan be called as enforced trust as
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some can think that they are been forced to tustnbther company when doing
business with them. This type of trust is the mmmthmon type among business
relationships as both parties expect universalethecal standards to be implemented
when doing business with each other. Competense druthe other hand, concerns
trading partner’s ability to perform according wlinats been promised competently.
In competence trust the point of issue is in tlolecal and managerial competence.
For instance in buyer- supplier relations, as ig ather relationship, a buyer can
entrust suppliers to carry out tasks which the butgelf has the inability to carry
out. Last type of trust, goodwill trust, refers ttee mutual expectations of open
commitment to each other. This commitment can e ss a willingness to do more
than is formally expected. In this type of trustréh are no explicit promises to keep,
as in the contractual trust or professional statwléom be reached as in competence
trust. Someone who is worth of goodwill trust iBadele and can be trusted with high
discretion. (Sako 1992, 37-38.)

To separate these three types of trust from edwdr @t significant in buyer - supplier
relationships. In a case where supplier does Hoteillehe products to buyer in time,
buyer can see this action as a lack of competansg but as well as an act against
contractual trust. If the supplier explains tha groblem has occurred as a result of
a factory failure, buyer considers this failure e as lack of competence trust.
Therefore supplier is given another chance. Ifsiingplier has known beforehand that
it is not possible to deliver in time without infomg the buyer about it, this is act
against contractual trust. The buyer stops ordeasthis unacceptable from supplier.
The difference between contractual trust and golbdiwst lays in the similarities. In
both trust forms the similarity is that they shaggportunistic behavior, behavior
where the trading partner can cheat or take adganfaom the other. The
differentiation comes how these types of trust theemistrust. If, for example, the
other party doesn't tell to another, that thereigital information about technical
details, which can effect to the success or faibfréheir mutual project. According
to goodwill trust this would be an act against getidtrust, but from contractual
trust side it wouldn’t be that, if the other pasti@re not contracted to give this kind
of information to another. (Sako 1992. 37-39.)
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These three types of trusts exist more or les# lvuginess relationships and they are
closely related to each other. In all of thesedltrest types the confirmation that is
the trading partner reliable or “worth” of trustrmaes from the trading partner’s
reputation. Reputation is relied more in the cattral and competence trust types
than in goodwill trust, and this is because in cactual and competence trust case
the information is easier to get from general magqed carrying out factory audits.
In goodwill trust the information on reputation l&rd to get without firsthand
experience. (Sako 1992. 37-40.)
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4 OUTCOMES

4.1 Interview

The interview with Balraj Kudhail, the owner and GBf Pop Soda Ltd, was held 6
November 2008 through Skype on Internet. The imt@&rform with questions was
send to Mr. Kudhail 28 October2008, as he wishebetgrepared to the interview.
Questions were also instrument that helped me &p kbe interview structured.
Popsoda Ltd has customers all over Europe andeittB. The main customers are
located in Germany, Sweden and in the U.K. In th® Bopsoda Ltd has an agent
that manages the contacts with customer, mainlpuser of the distances and time
differences between two countries but also bec#useconvenient to Popsoda Ltd.
It would take too much time and effort to deal witinectly. The agent have been
dealing with the customers there already for 3 yead Mr. Kudhail has found that
it had worked well and that is why he had beenmlamto expand this same system

in Europe as well. (Kudhail, 6.11.2008, interview.)

Mr. Kudhail described Popsoda Ltd’'s relationshipghwetail customers to be
common business relationship, after retailer hakered items, Popsoda Ltd sends
sales order confirmation and when it is paid Popsad sends the goods. By this,
Mr. Kudhail refers to the certain group of retangpanies that Popsoda Ltd has and
which have the routine to order and receive gooiisowt any other actions needed.
Mr. Kudhail also described the relationships wiettail customers to be based on
mutual trust between each other that both partiae perform their roles
competently. He was indicating the fact that thetail customers are expecting them
to create a new collection that sells at a readenaice. On the other hand Popsoda
Ltd expects retail customers to do their own rokdl o get the products to the end
customers. (Kudhail, 6.11.2008, interview.)

Regarding the preferred wholesaler - retailer m@hship to Popsoda Ltd, Mr.
Kudhail had different aspects. First, he would wisét the retail customers would
stay loyal to the Popsoda Ltd’'s three brands t@kée continuity of the business.
When customers are loyal to brands, they can hefisétla Ltd to develop them. He
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wished that the retailers would give good spaaacated for Popsoda Ltd’s products
as time goes on. That would give Popsoda Ltd'sethmeands more visibility and
from there hopefully creates better sales to ttedlees as well as Popsoda Ltd. From
the economic perspective he wished retail custotoarsake the payments quick and
that they would increase their sales from one yedhe next. The quick payments
give advantages for both parties. New collectiamae to Popsoda Ltd in one or two
big bulks. If Popsoda Ltd’s sales order confirmasicare already paid or are paid
quickly, this accelerates the shipments of the pctgland therefore creates win- win
situation to both parties. Space reserved to #rastin the stock is saved and retail
customers can have their items sooner. Quick paigmaeate another advantage,
customers can make a reorder quicker and ther#fexereceive new items on time.
If the payments are delayed, it obviously creatd@salanced situation to both parties.
(Kudhail, 6.11.2008, interview.)

Popsoda Ltd’s attitudes towards retail customeasmghs with the years. The level of
interaction, cooperation and trust changes overydas. Doing business with the
same retail customer normally influences that thsiress relationships tend to
become a routine process over the years. Therdf@dgusiness relationship is easy
to manage. In some cases this has led to the isituahere there is less need for
example for interaction between these companiesalge of the routine process of
doing business there is less need to communicatet abe same procedures when
one knows others behaviors. The level of trust detwd increase with the retail

customers that have been customers for many y&heseby, both parties know

already what they are expected to do. With newaornsts, the process of getting
acquainted with each other starts from the scratchthe relationship building takes

time and needs more interaction. (Kudhail, 6.1182@terview.)

Interviewing Mr. Kudhail about the length of thelat@nships and its effects to
handling of the orders, it came clear that the tilnmaof the business relationship
does not give any priority over the others. Popsatth tends to treat all the
customers the same way, no matter how long thenéssirelationship. Situation
changes when key customers are in matter. Theyttegdt priority over the others.
They are important so it is common to serve wealleoing customer more and better,

Popsoda Ltd wants key customers to know that theyvalued. Mr. Kudhail
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characterized relationship with the retail custasn&r be highly built on mutual
support. Popsoda Ltd gets important informationmfreetail customers about their
products and the retail customers get value forr tney as an exchange. Mr.
Kudhail said that Popsoda Ltd’'s one idea is to plewdifferent, good quality
clothing in a reasonable price and that was whyvhe certain that customers get
value for their money. During the interview it camlevious that Popsoda Ltd has
clear rules in their transactions with the cust@méfrhe employees know the
company procedures, they are familiar with différemstomer and how these
customers are managed. Customers are seen as entla®fore advises and
opinions from customers are listened and highlpeeted and complaints are always
dealt with great importance. Mr. Kudhail saw th@duct price as Popsoda Ltd's
major strength. He did not agree to the statentaitit Popsoda Ltd would increase
product price, customers would still order the savag. He saw same way towards
increasing the quality of the customer servicehigiopinion customers wouldn’t be
willing to pay more for better service. Mr. Kudhalescribed interaction and
communication with retail customers to be fluentccasionally having
misunderstandings and according to this interactiaght sometimes to be less
successful. This did not worry him to increasedbality of the service, particularly
if the customers would have to pay for that. (Kuft&al11.2008, interview.)

Questionnaire sent to Mr. Kudhail included two npl#- choice questions, where
Mr. Kudhail was asked to rate different businessas, when measuring them on
basis of importance to create of trust. Objectives wo gather information, firstly
how Mr. Kudhail would scale different business sextwhen measuring them from
importance to create trust with retail customersgéneral wholesaler level and
secondly how Mr. Kudhail would rate Popsoda Ltdleess to create trust among
retail customers. The sectors of business weretpality, flexibility, quality and
design of the product, customer service, keepirgjotners updated, taking orders,
interaction with customer, delivering the produatsoperation and price of the
product. The sectors were asked to be rated usialg 4 — 5. In the first question
scale was from very significant to irrelevant andthe second question the scale
used was from really well to not well at all. Thadings are seen in Table 1. To
create trust among retail customers in general | I®fewholesaler - retailer

relationship, Mr. Kudhail rated all the businesstges to be either very significant
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(1) or significant (2). Keeping customers updatesis wated to be very significant
with taking orders, delivering the products to thestomers as well as price of the
product and cooperation. Rest of the sectors wasd ta be significant when creating
trust. Mr. Kudhail thought e.g. in general levedieiraction with the customers is not
as significant to create trust as it is to keepdh&tomers updated. When comparing
the results of the general level to the rates hopsBda Ltd has succeeded to create
trust among retail customers, the rates have deetea

Table 1. Business sectors on basis of creation of trusipesison

Punctuality

Flexibility

Product quality and design

Customer service

Keeping customers updated

Taking orders

Interaction with customer

Delivering the products

Co-operation

Rl R RN RN DN NN
NN NN W N NN

Price of the product

Very well (1) ratings can be seen only in two sesten quality and design of the
product and in the price of the product. Mr. Kudileaw keeping the customers
updated as average level and he admitted Popsddaekeds to improve this sector.
Keeping customers updated is in general level \&gpificant when thinking to
create trust. (Kudhail, 6.11.2008, interview)

4.2 Questionnaires

The questionnaire that was sent to retail customas divided into three different
parts. The first part was concentrating to the tlomaand nature of retail customer’s
relationship with Pop Soda Ltd. All questions orstiection were multiple choice
guestions. The second section was concentratirsgaling different business sectors
on the basis of how these sectors create trustdrtee business relationships. Retall

customers were asked to scale these sectors firdh@® general level and then
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describe the scale to which Pop Soda Ltd has sdedet create trust on these
sectors. The questions were ranking questions. |a$tepart of the questionnaire
focused on retails customers feeling towards Paa$4d in the common level, how
they would describe their relationship and what Mdee the preferred wholesale-
retail relationship for them. The first part waskeng question and the last question
gave retail customers possibility to explain witkeit own words what the preferred
relationship status with Pop Soda Ltd would behasquestion type was for purpose

left open ended.

The first question asked retail customers about dieation of the business

relationship with Pop Soda Ltd. The given optiamselect from were as follows less
than one year, 1-3 years, 3-5 years, 5-10 yeadsjrame than 10 years. Some of the
questions to follow are analysed by using thesectieh groups. The results are

illustrated in Figure 3.

Duration of the relationship with Popsoda Ltd
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Figure 3. Duration of the relationship with Popsoda Ltd

As seen in Figure 1, 13. 6% of the retail custonmeid been in business relationship
with Pop Soda Ltd for less than a one year's tiAbnost half of the retall
customers, i.e. 45. 5% had been customers withdéepistd from one year up to 3
years, while 27.3% of the retail customers had be¢he business relationship for 3
- 5 years. Total of 9.1% had been customers 5yehds and only 4.5% from all the

retails customers had had relationship with Pops&sdanore than 10 years.
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The second question inquired about the orderinguigacy, i.e. how often the retail
customers place an order with Popsoda Ltd in oa€s/éme. Options for answering
were given as follows: 1 - 2 times, 3 - 5 timeshwre than 5 times in one year’s
time. A total of 40. 9% of the retail customers erdering 1 - 2 times in one year’'s
time, 36.4% ordered 3 - 5 times in same time peand 22.7% of the retail

customers were placing orders more than 5 timesadne year. The results are seen

in Figure 4.
Ordering frequency in one year time
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Figure 4. Ordering Frequency

When analysing the result of retail customers offdequency using the duration
groups from first question, the following resul@ncbe seen; of the customers that
have had business relationship with Popsoda Ltsl desn a year, all of them had
ordered only once or twice in one year time. Thetamer with 1-3 years
relationship duration with the Popsoda Ltd, 30% loadered once or twice in a
year’s time, when 50% ordered more frequently, 8times a year. Only 20% of
these retail customers informed to order more thatimes a year. Among the
customer that had had business relationship wigis&da Ltd 3-5 years, the ordering
frequency was dividing between 2 options, 60% adesnce or twice a year and
40% of them informed to order 3-5 times a year.th@fcustomers with the business
relationship length of 5-10 years or more all infed to order more than 3 times a
year. The retail customer that had had the busireasonship with Popsoda Ltd for

more than 10 years, informed that they order mbam &5 times a year. These two
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first questions were created to see the businéssoreship stage according Ford et al
(2003, 51-58) and the three aspects of the sulestand how these affect the
relationship. (Ford et al. 2003, 39).

In question three, the retail customers were astkeddescribe their current
relationship with Popsoda Ltd. They were askedhimose one or more options from
the statements listed that would best describe terent relationship with Popsoda
Ltd. The statements were created to base on tloei¢seof the business relationship
stages according to Ford et al (2003, 51-58) aridrae different trust types of Sako
(1992, 37-38). All these statements were createdetoknowledge of the present
situation of the business relationship and to exeldhe present level of trust. The
statements given by the respondents are as foliowtheir original forms: 1.
Everything agreed is put in written form or thisdene orally, 2. We have mutual
expectations of open commitment towards each othewWe have mutual trust to
each other that both parties can perform their colepletely, 4. Both parties are
expected to keep their promises, 5. Normal busimekgionship, after ordering
comes invoice and then shipment, 6. Relationshifairsto both parties, 7 In our
relationship we don’t have explicit promises tdifulor professional standards to be
reach, 8 Other, what?. Statement one was interprfieten the theory of trust to
match contractual trust category and from relatigmstages to match developing
stage. Statement 2 was meant to be compared towvgbdaist category and in
exploratory stage. Statement 3 was mirrored todmepetence trust category and in
stable stage. Statement 4 was created to meanactudl trust category in
exploratory stage. Statement 5 is mirrored to embiial trust in developing stage.
Statement 6 was meant to point out the competenisé ¢ategory in stable stage.
The statement 7 was created to match with goodwmadit category in stable stage.
Most of the retail customer took the advantageeiec more than one statement
when asked to describe the business relationshipRapsoda Ltd. More than a half
of the retail companies had selected statementoth“parties are expected to keep
their promises” and statement 5 “normal businelsdiomships, after ordering, comes
an invoice and shipment”, to describe their curretdtionship. Statements 1, 3 and
6 got equal amount of the selections, 7 each. I8&te2 got selected 5 times where

statement 7 and open statement of 8 got no sahscdiall.



32

Analysing the selections of the statements by digdhe data according the length
of business relationship, following was found otlihe group where the business
relationship length was less than a year, most comselection was statement 5 and
4. Statement 3 and 6 got couple of selection emchroup of 1-3 years, the same
statements, 5 and 4, were the most commonly sdlette statement 6 and 2 were
selected. In the group of 3 - 5 years relationship,the selections were evenly
divided between statements 1, 2, 3, 4, 5 and thdrgroup of 5 - 10 years, the same
situation occurred, all the selections were evafistributed from selection 1 to

selection 6. In the group of more than 10 yeargctens of statements 3 and 4 were

the only ones. Data is illustrated in the Figure 5.
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Figure5. Description of the relationship

In the question 4 customers were asked to answeereies or no to the question of
has your business relationship changed with Popistslaver the time. If the answer
was positive, customers were recommended to antwemn extension question
number 5. If the answer was negative the custocmrkl continue answering from
guestion 6 onwards. The majority, 55% of the rtetaistomers informed the
relationship with Popsoda Ltd to remain the sante.%} of the retail customers
selected the option yes and were therefore askaddwer an extension question 5.
Some of the customers had answered negatively estiqn 4 but still continued
answering to both questions 5 and 6. These answaresignored when analysing the

results.
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The extension question 5 had 7 different statemenidescribe how the business
relationship had changed with Popsoda Ltd. Custemeeded to select one or more
statements that best described their situatiorh@tmioment of the research. The
statements were as follows in their original forrS8gatement 1. Level of interaction
has increased, statement 2. We don’t have samedéwist towards Popsoda Ltd
than earlier, statement 3. Relationship with Popddd has worsened over the time,
statement 4. There is no need for written or ogaé@ments anymore, statement 5.we
have priority over the situation that we had earlgatement 6. Ordering from
Popsoda Ltd has decreased in our firm and statefhe@ur level of trust has
increased from what it has been earlier. The claajority, 90%, of the retail
customers selected the statement 1: “Level of acteyn has increased” to describe
their relationship change. Total of 9 customergpo4@nswered their level of trust
towards Popsoda Ltd has increased from what itoleas earlier and 30% informed
their relationship to change so that they haverpyiover the situation that they had
earlier. One fifth of the respondents felt therenasneed to written forms anymore.
The respondents of the extension question, 10%bbad customers less than a year
and another 10% had been customers more than 1€ y@am the respondents 40%
had been customers with Popsoda Ltd 1-3 years @¥dtad had relationship 3 - 5
years. One fifth of the respondents had been custmore than 5 years.

Questions 6 and 7, listed different business sgatdrich retail customers were to
scale when measuring these sectors influence apdcinto create trust between
companies. In question 6, these business secteteddo be scaled when mirroring
these towards the whole industry in general level &n question 7 these same
sectors needed to be scaled when measuring howodopsd has succeeded to
create trust with the customers. The businessisett be scaled were 1.Punctuality,
2.Flexibility, 3.Product quality and design, 4.CGareer service, 5.Keeping customers
updated, 6.Taking orders, 7.Interaction with cusigr8.Delivering of the products,

9.Co-operation and 10.Price of the product. Théesased was Likert Scale and in

question 6 the scale was set 5 to be very sigmifiaad 1 to be irrelevant. In question
7 the scale used was set 5 to be very well andiik toot well at all. The higher the

average points are the more significant or impartaa sector has been rated. The

combined outcomes of these 2 questions are presentiee Table 2.
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Table 2. (Rating the business sectors)

Punctuality 1,73 2,23
Flexibility 2,14 2,73
Product quality and design 1,55 1,86
Customer service 15 2,36
Keeping customers updated 1,59 2,91
Taking orders 2,36 2,41
Interaction with customer 1,55 2,68
Delivering of the products 15 2,14
Co-operation 1,91 2,45

Price of the product 2,41 1,86

The question 6, measured business sectors influemcereate trust between

companies on general level. The retail customevs daghest average points, 3.5, to
customer service and delivering the products. Ribdyuality & design and

interaction with the customer were the sectors futthe second highest average
points of 3, 45. Respondents gave the lowest mathogthe business sectors of
flexibility 2, 86, taking orders 2, 64 and pricetbe product 2, 59. In the question 7,
respondents were to evaluate Popsoda Ltd.’s suatessating trust on these same
business sectors. The average point results decréhan what the results were on
the general level almost in every sector. Only seetor was higher in average points
of the general business level, and this was inst#wtor of price of the product. The
sector of product quality & design got the sameaaye points of 3, 14, making these
two sector the highest. The lowest results wevergio sectors of flexibility, 2, 27

and keeping customers updated 2, 09. Comparelisrese illustrated in Figure 6.
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Business sectors comparison
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Figure 6. Business sectors comparison

Question 8 consisted ready-made statements tondspts to scale. The statements
were asked to be scaled according how well theatersents described their
relationship and their feelings concerning relagldp with Popsoda Ltd. The scale
was set from 1 to describes totally to 5 to be dbekescribe at all. The statements
given by the respondents are as follows in theigimal forms: statement 1. Our
opinions/advices are heard in Popsoda Ltd, 2. dfdpct price would increase, we
would still order from Popsoda Ltd, 3. Interactiath Popsoda Ltd hasn’t been
really successful, 4. There is lot of misunderstagsl in the relationship with
Popsoda Ltd, 5. We don’'t have gaps in our commtioicavith Popsoda Ltd, 6. If
quality of the customer service would increase weoeld be willing to pay more for
that, 7. Popsoda Ltd meets our expectations, 8d@et get enough value for our
money, 9. Relationship is built on mutual suppd@, Complaints from us are always
dealt with great importance in Popsoda Ltd., and W& have clear rules in our

transactions with Popsoda Ltd.

The clear majority, 72% of the retail customers fieéir opinions and advices were
heard in Popsoda Ltd totally or well, 23% couldgite an opinion and 5% of the
customers were feeling their opinions and advicesewot heard well in Popsoda
Ltd. When asking the opinion of respondent’s wdless to order if price of the
products would be increased, 27% would be willingdb so, 36% couldn’'t say
would this happen and 37% of the customers woutdbeowilling to order if this

would be the case. The majority, 81% of the respaotsd did not think their

interaction with Popsoda Ltd to be unsuccessfulo Iebuldn’t give their opinion.
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Only one customer thought their interaction withpSada Ltd has not been totally
successful. Similar results were found when askipmions for the statement 4,
there is lot of misunderstanding in the relatiopskith Popsoda Ltd. Clear majority
of the respondents, 77% didn’t think the statentscribes their relationship with
Popsoda Ltd totally or at all. One customer couldive opinion and 18% thought
this describes their relationship well or total§tatement 5 inquired respondents’
opinion of communication and fluency of it with Bogla Ltd. The half , 54% of the
customers described it to be totally or well withany gaps, 23% having no opinion
and 23% describing to have gaps in communicatioreraptotally. The statement 6,
“If the quality of the service would increase, weuld be willing to pay more for it”,

27% of the respondents’ were prepared to pay n83i# couldn’t say their opinion

and 36% was not willing to pay more for the changee statement 7 “Popsoda Ltd
meets our expectations”, 81% of the customers \agreeing to the statement well
or totally, 14% couldn’t say their opinion when pnbne company thought the
statement didn’'t describe their situation totalNext statement of “we don’t get
enough value for our money”, 81% of the respondémisght not to describe at all
or totally their opinions when from the oppositeglen 9% was thinking this

describes their situation well. From all the regpemts, 59% of the customers
described their relationship with Popsoda Ltd tdb#t on mutual support and only
5% describing this is not so, when 36% couldn’t fagir opinion. Statement 10
about Popsoda Ltd and its ability to handle conmpéawith great importance, 32%
the respondents agreed the statement totally dy 2k describing exactly opposite
when majority 41% could not say their side. Majordf the customers, 68%,
described to have clear rules in their transactioitt Popsoda Ltd, more than
quarter could not say their opinion and 5% was kihip the statement is not

describing their situation totally.

The last question of the questionnaire gave thporegents possibility to explain
their own words what kind of wholesaler retail telaship is preferred from their
point of view and what expectations they have. WStamers used this option to
explain their views. Some of the responses werdrout the actual topic area but
mostly answers gave a good overall picture whatseahearticular customers
preferred. Majority of the customers pointed du# importance of good product

quality with good sell through ability and good amemication, e.g. “products with
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good sell through is the most important factor gobd communication and up to
date information means we can sell more”, “That ffreducts stand to our
expectations”, “We like the product really much Bdmetimes the information
doesn’t reach us well as we would like it to bentld&Good communication between
each other.” Quick deliveries were seen importapeats as well as realistic price of
the products, as can be read from follows:” Whesrder something | like to get
exactly the product that | have ordered in minimtumre of delivery. If the product is
not in stock, | like to be informed about that lveao wait the delivery”, “Good
communication, prompt delivery, quality goods & tkalistic price”, “fast delivery
times”, and “When thinking from the point of vieW as we need the wholesaler to
be quick to deliver.”

The factor of getting more flexibility to the ordesind payments was also mentioned:
“If one item doesn’t really sell | would like to & a possibility to exchange. |
expect to have at least one month time for paymenass well as how another
customer phrased it:” We need the wholesaler sometimes be little more flexible
when concerning payments”. More than a half ofrdspondents made known their
dissatisfaction with the level of communication lwiPopsoda Ltd. One customer
quoted the problem as follows:” We prefer that kiofthe relationship where
wholesaler helps us by informing how orders aregloWe prefer relationship where
both parties can help each other to do best resiittbther customer explained as
follows: “We would prefer more communication fronogdoda when we place
orders, to get immediate feedback, i.e. are amggten our order discontinued? If
the items are unavailable, when will they be irck®bWe would prefer Popsoda to
communicate this to us; instead we always havéase information. But in terms of
product, no complaints at all, very innovative, @lent presentation- keep up the
good work.” One of the respondents had opiniorhefdooperation: “When you trust
and cooperate each other then you save a lot ef&md you improve the business”.
Two responses were off from the topic area conaéng more describing their
relationship with Popsoda Ltd and their experiertbes the wholesale relationship
generally. First response was as follow: “We angplyao pay upfront for everything.
That is fine. Certain members of the staff are \@gd to deal with but there have
been several occasions when emailed orders haveigeered totally, even after

back up phone calls. Going to the shop also has ey varied. If you get the right
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person, it can be an easy and successful expeferidbe guy who is usually on the
counter is difficult to deal with, to the point ofe deciding not to use them again for
a while. | did return as a customer as their prex@sgood. But the member of staff
on the counter won't look at me, speak in foreigrahother member of staff rather
than directly to me, and used a racist term torréfe me thinking | did not

understand any of his language. Very bad experiecwmepared to most the

wholesalers that | use” and the second was aswplid/e have good relationship

with Popsoda and would say they are better supgtiar others in the same market
place. We are not large customer for Popsoda madyal stock and support them. |
have a good level of trust in the team at Popstieapnly annoyances are that we
have seen Popsoda product being acquired by ait cestomer who came to sell
the product to us as less than what had been p&tdpsoda. This if continued could

be damaging”.
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5 DISCUSSIONS AND CONCLUSION

The main objectives of this thesis research weidéntify the business relationship
and common trust type in the wholesaler- retaildationship and what factors
influence the trust and which ways. The secondabibe was to find out how to
maintain a trustful and strong business relatignsimd therefore help Popsoda Ltd
by giving proposals for the future. This chapteraldewith discussions and
conclusions of this research by providing the amswer the above mentioned
objectives, by demonstrating limitations of thisearch and by given suggestions for

further research.

5.1. Discussion

Business relationships studied in this researche welationships between Popsoda
Ltd and its retail customers. All of the companiggrviewed or who were sent the
guestionnaire indicated by their own answers ttatdardized relationship does not
exists and that all the relationships are uniquéhgir nature. Similarities in the
answers could be found, but none of the answers wactly the same. As all of the
relationships are expected to change over the agwording previous research,
different relationship stages can be distinguidiie Thost common relationship stage
that Popsoda Ltd had with retail customers wassthble stage. The most common
relationship stage among retail customers was egutie developing stage. This
research found out that the time effected to thegestat which the business
relationship was; the relationship stage seemdaktmore advanced the longer the
relationship with Popsoda Ltd had lasted. Time céfé to order frequency of the
customers the same way, the frequency to orderestémbe higher the longer the

relationship had lasted.

Time on the other hand did not have any effech#ttust type of the relationships
studied; the trust type was what it was, regardtdshe length of the relationship.
From Popsoda Ltd’s view the main trust type it heth its retail customers was
contractual trust. Contractual trust was also fotmmbde the most common trust type
from retail customers’ side. The competence ttys¢ was regarded as the second
largest and the majority of the companies in thistttype had been customers with
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Popsoda Ltd more than 3 years. The companies igdbdwill trust type had had
less than 5 year’s relationship with Popsoda Ltk previous studies suggest similar
results in that the trust type is affected by thtoas and experiences of the past,
today and the future rather than by the duratiothefrelationship itself. The most
common trust type of this thesis research, conieddtust was found to be the major
trust type among retailers because most of thel miatomers, all from different
relationship length groups, had described theiinass relationship with Popsoda
Ltd to be the normal business relationship withctions of ordering, delivery and

payment with the expectation of both parties tgokieir promises.

To identify in which ways and what factors seeminluence the trust in the
relationship, the list of business sectors relevanivholesaler retailer relationship
was created to inquire companies’ opinions of thpdrtance of these sectors when
creating trust between companies. The factors wexe found to be the most
important when creating trust with retailers at ¢femeral level from Popsoda Ltd’'s
opinion were customer service, up to date inforamgtorder handling as well as co-
operation. From the general level, retail customeese seeing customer service,
product delivery and product design and qualitypéothe most important business
sectors when creating trust with any wholesalereWhomparing the results, the
only similarity was found in the sector of customservice that was regarded as the
most important sector to create trust from botesid-rom the wholesaler’s point of
view, the sectors of good information flow and ardandling were therefore more
important, mostly because these are important fedtw wholesalers to do business.
These sectors can be regarded as vital part af¢betractual trust, therefore failing
on these sectors can affect the reputation of tmepany. On the retailer's side,
having quality and well-designed product in théntigme was rated more important
than on wholesaler side. The reason for this cathéiethese factors affect directly

retailers’ sales if they are functioning properly.

Popsoda Ltd rated their own performance to creatst ton the business factors
mostly to the same level than their answers werg¢hi® general level, slightly being
behind on factors as delivering the products, cerajon and taking orders. The
biggest difference between the general level anb&ua Ltd’s performance ratings

was in keeping customers updated, which was acledned from Popsoda Ltd side
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to be something to improve. The biggest strength®apsoda Ltd from its own

opinion to create trust were on factors of produgality and design as well as price
of the product. The retail customers saw Popsodgktformance to create trust on
the business factors lower than what it had beea general level on all the factors
except the price of product. The lowest rating Ropsoda Ltd’s performance to
create trust was on factors of flexibility and kigpcustomers updated. When
comparing retailer's and Popsoda Ltd’s answers ops&da Ltd's performance to
create trust, it came clear that Popsoda Ltd héetlraself better than what the

average answers from the retail customers indicated

One objective of this thesis research was to deterwhat is needed to have a
successful and trustful business relationship. Adiog to Popsoda Ltd’s opinion,
the successful retalil relationship can be achievikd a partner, who is loyal to its
three brands, allocates good space to the brandlseirstore and who makes the
payments quick. Furthermore, the possibility tevgrwas preferred; when the
retailer's business and sales grow, so grows Paepktii The preferred wholesaler
relationships from retailers’ views were formedtwi partner that provides quality
products with good sales ability and who keepsarusts updated. The price of the
product and quick deliveries were also appreciaBath partners therefore had a
preference to a relationship that creates optimalrenment to operate, which is
natural. When the wholesaler produces a collectioth pays the products upfront,
the wholesaler naturally also wishes retailersdatle payments quick. Wholesaler
wants to maintain quick product flow from the wavabe as otherwise it creates
costs. From retailers view when the quality and sel through ability of the
products are good, it creates a win-win situatmnkioth parties. Every item bought
therefore needs to be good seller as when the seia quicker, many cases the
payments to the wholesaler can be made quicker.

Popsoda Ltd was regarded as wholesaler who heiterg opinions and advices
and who communicated with retailers’ overall flugnRetail customers described
the relationship to be built on mutual support #rat they got value for their money.
The interesting finding was that if customers naegay more for better quality of
service, bigger part of the customers was williagdo so than the part that would

not. When inquiring from retailers, were the conntaalways dealt well in Popsoda
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Ltd, almost same amount customers were indicatigydid not happen than that it
did. This indicates improvements were needed aeld 6f service and complaints.
In case where overall product price was increaseate customers informed they
would not order than customers that would. Halftted retail customers used the
given opportunity to explain their preferred whallesrelationship by an open word.
More than half of these customers, revealed thissatisfaction of the up to date
communication level with Popsoda Ltd. The inforroatigathered from retalil

customers gave a good overall picture of the Papsad and its performance as a

wholesaler.

5.2 Conclusion

The objective of thesis research was to identify thlationship stages and the
common trust type in the relationships and whatiofacinfluence the trust and how.
Another objective was to establish how to maintitrustful and strong business
relationship and therefore provide suggestions ¢tpsBda Ltd. The empirical
research was conducted 2008, when Popsoda LtdvseroBalraj Kudhail, was
interviewed and randomly selected Popsoda Ltdtailreustomers were sent an

online questionnaire.

The relationship stage of Popsoda Ltd towards atailr customers was found as
stable stage when the same among retailers wasogeg stage. Thus the stages
were found different the conclusion can be drawat #opsoda Ltd had positioned
itself where it can make the decisions and theeefelationships with retailers were
already dealt with a certain routine. Therefore r@il customers had not become
aware of Popsoda Ltd’s principles, needs and waintise time of the research. The
main trust type found by this research was conieddtust. As the contractual trust
can be regarded as the start level of trust or eméorced trust, this finding opened a
space to improve the relationship and the trugt ifio improve the relationship and

the trust level in it, it is important to identifige factors that effect to it.

The most important factors to create trust for wislesaler was the sectors of

customer service, good information flow and ordeasdling as these sectors are
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regarded as vital part of its contractual truseréfore failing on these sectors can
affect the reputation of the company. On the retsilside, having quality and well-
designed product in the right time combined witlodyaustomer service were found
more important as these factors affect directlyilets’ sales if not functioning
properly. Therefore when creating trust in the welsaler retailer relationship, the
important business sectors and factors influenthegtrust can be regarded as good
and communicative customer service, delivery offfuelucts accurately and product
design and quality.

Objective to find out what is needed to have a sssful and trustful business
relationship both the wholesaler and retailers gorefl a relationship that creates
optimal environment to them to operate. The anssvdepended on the angle where
it is looked from. For Popsoda Ltd successfulirgtdationship can be achieved
with a partner, who grows and is reliable with payts and who is loyal to the
brands. For retailer customers successful reldtipnsan be formed with a partner
that provides strong and quick customer servicecuatdity products with good sales
ability. Therefore to be able to maintain strongl amustful relationship, the routine
on business actions such as good communication ioechbwith good quality
products with right pricing are the keys to thecass.

To determine were there any actions required frapsBda Ltd to become more
successful and trustful business partner, followiesults were found. The product
guality with interesting design and right pricinggene found to be the factors that
drew the retail customers towards Popsoda Ltd attithe of the research. These
factors should be kept on the same level as these the factors that were rated
most important in trust creating with Popsoda LAd. indications were found that
increase in product price can affect ordering & ttustomers decreasingly, any
changes needs to be carefully weighted. Accordnegretail customers the overall
picture of customer service with order handling punctual and flexible way,

Popsoda Ltd was doing well without any major difftees. Customer service with
complaint handling overall was seen on a levelauleatable, but at the time of the
research, Popsoda Ltd would have needed to makeowemments in their

communication with retail customers. Providing up date information and

communicating efficiently about availabilities asidtuses of the orders did not seem
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to be on a level that retailers were expecting dsehfrom wholesalers generally.
When the majority of the retail customers inform@dpsoda Ltd to meet their
expectations, a question can be asked was theofaghk to date information already
included in these expectations when they starteddlationship. This seen with the
fact that most of the retailers were having thaist type towards Popsoda Ltd as
contractual trust, which can be regarded enforecast ttype, can and will create
problems if not dealt with accordingly. As the infation about the orders and the
stock availabilities are crucial for retailers, immpements in these sectors are needed.
A noteworthy suggestion for solution to improve theanaging the customer
communications could be the wider use of the dyaelationship for example with
an agent, which Popsoda Ltd has already successfed in US.

5.3 Limitations of the study and suggestions fotifer research

Limitations are considerable due to the fact tha¢ ®mpirical research was
conducted in 2008 whereas the final study was coled 2014. Hence, the empirical
material might differ nowadays to the situation tase study company Popsoda Ltd
has been 6 years before. Being frequently in contéb Popsoda Ltd ever since, it
can be stated and considered as accurate that fpor ml@anges within the
organisation occurred and thus their retail cust&snattitudes have assumedly
stayed similar. Therefore the results of this aede can still be considered as valid
from the perspective of the case study company.

Furthermore, the results of the general level ssiiges as well as results of
preferred relationships are not affected over tand thus can still been considered
as helpful information. However, when applying thweviously described

questionnaire approaches here all retail custoratx were collected anonymously
the result validity at present time can not be nicmed as customers and customer

relationships change over time.

Therefore, for further research it is recommendetepeat and compare data which
are collected by applying a similar survey approasiiata may outcome differently

in 2014. Here, results from 2008 could provide lédsdata basis and help give good
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indications about trust in changing relationshiptgras in a continuously changing

business environment.
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Appendix 1 1(3)

QUESTIONNAIRE TO SUPPORT THE INTERVIEW
Manager of Pop Soda Ltd

1. How would you describe your company’s relatiopshith the retail customers?

Please choose one or more options from followiher@tives.

Everything agreed is put in written form or itdsne orally

We have mutual expectations of open commitmenatds/each other
We have mutual trust to each other that patties can perform their role
competently

Both parties are expected to keep their promises

Normal business relationship, after ordering cosfegment

Relationship is fair to both parties

Other, What?

Odoogd g

2. Does your firm’s attitude towards retail custordeange with the years?
Please choose one alternative. If the answer isggeto question 3. If the answer is
no, go to question 4.

[] Yes
[] No

3. If the attitude has changes with the years hidwas changed?

Choose one or more answers from alternatives below.

Level of interaction with customer tend to increas

There is no need to written/oral agreements angni@omething is agreed
Level of trust towards retail customer normallgreases with the years
Customers with good ordering history, gets pryooxer the others
Customer gets priority over the others if they'ald" customers

oo gn

New customers are more likely to get priority otrex other
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Appendix 1 2(3)

4. How would you scale the sectors of businessvb&tbhen measuring them from
importance to create the trust with retail cust@fier
Please choose one alternative, when 5=very signifjci=significant, 3= can't say,

2= not important, 1= irrelevant

Punctuality

Flexibility

Product quality and design
Customer service

Keeping customer updated
Taking orders

Interaction with customer
Delivering the products

Co-operation

Dodooogogo *©=
Ddodoogaogo s
N O I A
N A I I I 0 R N S
oo goodn

Price of the product

5. How well Pop Soda Ltd has succeeded in the seabbusiness listed below
when measuring from the point of view of creatingst?

Please choose one alternative, when Scale is 3k meall, 4=well, 3=average,
2=fair, 1= not well at all

ol

Delivering the products
Punctuality

Flexibility

Customer service
Co-operation

Taking orders

Interaction with customer
Price of the product

Keeping customer updated

ninininlisinlininlinln
ninininlisinlininlinln
ninininlisinlininlinln
oooooooooo
ninininlisinlininlinln

Product quality and design
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Appendix 1 3(3)

6. How well these statements describe your relalignwith the retail customers or
your feelings concerning relationship with the letastomers?
Please choose one alternative when Scale is 5=iloesdotally, 4= describes well,

3=average, 2= doesn’t describe totally, 1= doedescribe at all

1 2 3 4 5

1. Pop Soda Ltd listen customers [] [] [] [] []
opinions and advices

2. If product price would grow, customerg | [] [] [] []
would still order from Pop Soda Ltd

3. Interaction with customers hasn’t [] [] [] [] []
always been really successful

4. There is lot of misunderstandings in [ ] [] [] [] []
the relationship with retail customers

5. Communication with customersis [ ] [] [] [] []
fluent.

6. If the quality of service would increasé, | ] [] 1 O
customers would be willing to pay more for that

7. Pop Soda Ltd meets customers [] [] [] [] []
expectations.

8. Customers get value for their money [ ] [] [] [] []

9. Relationship is built on mutual support_] [] [] [] []

10. Complaints from customers are alwdys [] [] [] []

dealt with great importance.
11. We have clear rules in our transactidns [] [] [] []

with our customers

What kind of wholesaler-retailer relationship i®ferred from your company point

of view?
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Appendix 2 1(4)

QUESTIONNAIRE

Sent to retail customers

1. Duration of business relation with Popsoda Ltd?
Please choose one answer from the following altees

[ ] Less than a year

[ ]1-3 years

[ ]3-5years

[ ]5-10 years

[ ] More than 10 years

2. How many times your company orders from Popsodaritihe year time?

Please choose one answer from the following alteesm

[ ]1-2times in a year
[ ]3-5times in a year
[ ] More than 5 times a year

3. How would you describe your relationship with Pagesd.td now?

Please choose one or more options

[] Everything agreed is put in written form or itsree orally

[ ] We have mutual expectations of open commitmenatds/each other

[ ] We have mutual trust to each other that both gmrtian perform their role
competently

[ ] Both parties are expected to keep their promises

[ ] Normal business relationship, after ordering beemshipment and invoice

[ ] Relationship is fair to both parties

[ ] In our relationship we don't have explicit promsis® fulfil or professional
standards to be reach

[ ] Other, what?
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Appendix 2 2(4)

4. Has your business relationship changed with Popktatlaver the years?
Please choose answer from following alternativéshé answer is YES, please answer also the

question number 5. If answer is No, please go thiréc the question number 6.

[ ] Yes
[ ] No

5. Which of the statements below would describe yasiress relationship
with Popsoda Ltd at the momént

Choose one or more answers from alternatives below.

[ ] Level of interaction has increased

[ ] We don't have the same level of trust towards &dgstd than earlier
[ ] Relations with Popsoda Ltd has worsened overitine t

[ ] There is no need to written forms anymore whenetbing is agreed
[ ] We have priority over the situation that we hadiea

[] Ordering from Popsoda Ltd has decreased in our fir

[ ] Our level of trust has increased from what it basn earlier

6. How would you scale the sectors of business belbenameasuring them

from importance to create the trust?

Please choose one alternative, when 5=very signifigt=significant, 3= can’t say, 2= not important,
1=irrelevant

Punctuality

Flexibility

Product quality and design
Customer service

Keeping customer updated
Taking orders

Interaction with customer
Delivering the products

Co-operation

ODodoooogn -
N I I
oo aodn
oo aodn
N I I Y

Price of the product
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Appendix 2 3 (4)

7. How well Popsoda Ltd has succeeded in the sectdrssiness listed below

when measuring from the point of view of creatingst?

Please choose one alternative, when Scale is %y vesll, 4=well, 3=average, 2=fair, 1= not well at

all

1 2 3 4 5
Delivering the products ] [] [] 1 O
Punctuality L] [] [] 1 [
Flexibility 1 [ 0 O 0O
Customer service ] [] [] 1 O
Co-operation ] [] [] 1 [
Taking orders [] [] [] 1 O
Interaction with customer [] L] [] 1 O
Price of the product [] [] [] 1 O
Keeping customer updated ] ] [] 1 [
Product quality and design [] L] [] 1 O

8. How well these statements describe your relatigngith Popsoda Ltd or

your feelings concerning relationship with Popsbtti

Please choose one alternative when Scale is 1xildesdotally, 2= describes well, 3=can't say, 4=

doesn’t describe totally, 5= doesn’t describe kat al
1 2 3 4 5

1. Our opinions/advices are heard 1 e e I e I R
in Popsoda Ltd

2. If product price would grow, we ] [ [ [ []
would still order from Popsoda Ltd

3. Interaction with Popsoda Ltd hasn't [ ] [ 1 [1 [ [

been really successful

4. There is lot of misunderstandings
in the relationship with Popsoda Ltd [ ] [ [1 [ L[]
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Appendix 2 4 (4)
1 2 3 4 5
5. We don’t have gaps between our ] [] L] [] []

communication with Popsoda Ltd

6. If the quality of service would 1 O OO 0O
increase in Popsoda Ltd, we would be willingg&y more for that.

7. Popsoda Ltd meets our I T R I e
expectations.

8. We don't get enough value for our mohdy [ ]

o o 0o o 4

1 O
9. Relationship is built on mutual support | [ [ [
10. Complaints from us are always [] [] [] ]

dealt with great importance at Popsoda Ltd

11. We have clear rules in our transactidns [ ] [ [ [
with Popsoda Ltd

9. What kind of wholesaler- retailer relationship referred from your

company point of view? What are the expectatioas ybu have?

Please answer with your own words line below.
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Appendix 3

Accompanying letter for the retailers

Dear Madams/ Sirs,

| am Mari Johansson student from Kemi-Tornio Unsitgr of Applied Sciences. At
the moment | am writing my Bachelor thesis on thkject of “Trust in wholesaler-
retailer relationship”. Popsoda Ltd is my case fand with the support of Popsoda
Ltd | am contacting you. | have the approval totechyou from Popsoda Ltd and

you are randomly selected to be part of this resear

I would like to gather information from both sidesresearch the subject of trust and
you as the customer of Popsoda Ltd can help met.alldave prepared a
questionnaire and | hope you could answer to ie &im of my thesis is to find out
what kind of trust exists between wholesaler artdilex relationship and how the

relationship has developed over the years?

Answering doesn’t take long, maximum 5 minutes.m hoping to receive the
answers back latest in 23.11.2008. You find thestjoienaire from the following

webpagehttp://metallic.kapsi.fi/mari/form.html

| analyse the answers with total confidence anchamously and your answers are

used only in my research.

Thank You in advance,
Best Regards,

Mari Johansson

For further information:

Phone:, E-mail:



