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PREFACE 


This thesis reports on the theoretical foundation, the research process and the findings of 
 one of three co-financed research projects under the heading: “Customer Driven 
 Innovation in the Building Material Industry”. The project is conducted by Center for 
 Applied Market Science (CAMS) at Copenhagen Business School.  


The selection of value creation as the important issue for the thesis is the result of a 
 dialogue between the involved practitioners and me, whereas the applied triadic network 
 perspective is a choice that I made. This perspective supports the conceptualization of a 
 framework for the analysis of channel relationships as value creating networks, which is 
 one of the contributions of my study.  


The following organizations and foundations have contributed to and are partners in the 
 project: 


  UMT Udviklingscenter for Møbler og Træ 


(Development Centre of the Furniture, Wood-working and Timber industry) 


  Forskningsfonden Midt- og Vestjylland 


(Research foundation of region Mid-West Jutland) 


  Realdania 


  Tun 


  Dansk Byggeri 


  Kuben 


I am very grateful for their support which has enabled my research. Moreover, a number 
 of private companies have participated. Two of these companies whose names are not 
 disclosed for reasons of confidentiality have been my close partners. These two companies 
 engaged in a  dialogue from which I have profited immensely, and they supported my 
 research by offering me a platform for the empirical part of the study. The close dialogue 
 was enabled from the very first day by the CEOs of the two involved suppliers. I am 
 thankful that they trusted my ability to handle confidentiality, and gave me unrestricted 
 access to their companies.  


Together we also adjusted our mutual expectations to the outcome of their involvement 
by describing the difference between consultancy and research. We agreed on a 
metaphorical interpretation of the difference: In science we may have an initial idea 
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whether we are going north or south, west or east, but we do not know the road or the  final destination before the journey has ended. In consultancy we know both.  



Moreover, I have communicated very frequently with my partners. Apart from the formal  bi-annual meetings which reported on the progress, I have communicated on a regular  basis: Issuing newsletters, participating in sales meetings and management meetings with  sales-staff and managerial boards. I am convinced that the early adjustment of mutual  expectations and the frequent communication is the reason why this partnership has been  so rewarding. So, if I am to give any recommendations it must be as to the process itself. 



Make sure that the partners have a clear and realistic picture of what they may achieve  from their involvement in a research project, and do not stop communicating.  



The two project managers in the involved companies have been my sister and brother in  arms. They have helped me with contacts and information, and facilitated meetings inside  and outside their own organization.  Likewise, my supervisor Associate Professor Jens  Geersbro, who has guided my way through this new experience, has been a tremendous  support, and the support from my co-advisor, Professor Thomas Ritter, has encouraged  me. During the process I have also learned a lot from colleagues at CBS, and in the IMP  research community, and I have been much inspired by professors and doctoral students  whom I have met during my course-work, at conferences and seminars. The services that  Liv Bjerge Laursen at the CBS library has rendered during the past three years also eased  my way all along. Finally, the willingness of a multitude of individuals involved in the  building material industry to discuss and to share their experience with me has been of  utmost importance for my work.   



But it would never have been possible had it not been for my husband who dared to take  the chance together with me, when I decided to jump the fence between practice and  academia. I am greatly indebted to him. Luckily he has a support team of family and  friends. They have tried to follow my elusive thinking, but first of all they tied me down in  the reality of life ticking by with sorrows and joys. Thank you for not giving up, but  persistently believing that somewhere behind the veil of confusion, reflection and  distance, it was still possible to find the family member and friend, and for pulling her out  in the daylight from time to time.  



Mette Vedel 

August 2010
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SUMMARY (ENGLISH) 



This thesis reports the findings of one of three co-financed research projects under the 

 heading: “Customer driven innovation in the building articles industry”. The issue is value 
 creation in triadic business relationships, and the aim is to explore in what ways the  expansion from a dyadic level of analysis to the level of micro-networks can inform our  understanding of value creation in intermediated systems.  



The study is inspired by the empirical context of channel relationships in the Danish  building material industry.  In the marketing and distribution of certain customized goods it  is customary that the supplier, not the merchant, is the active partner in the servicing of  customers. In this system, the intermediating merchants apparently contribute very little  to the value creating activities. The study explores in what other ways such intermediating  actors contribute to the value creation in a way which legitimizes their share of value  appropriation.  



The observed cases are constituted by a supplier, a merchant and a customer who are all  communicating. This structure of three actors who are mutually linked with three  relationships can be defined as a triadic relationship; the smallest possible network unit. 



Consequently, this study takes a network approach to value creation. The application of a  network perspective facilitates the substitution of the dyadic level of analysis, which is  customary in channel research and value studies, with the triadic approach applied in this  thesis.   



The theoretical foundation of the study combines Social Network Analysis (SNA) and the  Markets-as-Networks (MAN) approach in the conceptualization of triadic relationships. The  two network traditions approach the study of structures from two different perspectives. 



The SNA tradition focuses on the way that structures condition the outcome of the  network processes. The MAN approach centres on the way in which networks emerge  from the processes in dyadic actor bonds, and on the related resource ties and activity  links. 



Likewise, the study combines B2B value studies and channel research in the 



conceptualization of value dimensions. B2B value studies direct the attention towards 

exchange as a combined transactional and relational process. Value creation is a matter of 

process and outcome. Moreover, this line of research facilitates the distinction between 

the indirect value function of a relationship as the future network potential of positions, 

and the direct value function of a relationship as the present result of interaction. The 



(10)contextualization of the interaction in terms of activities is based on channel research 
 which points to three basic intermediary functions; logistics, information and risk.  


However, neither B2B value studies nor channel research offer conceptualizations of the 
 value of the space, encapsulated by relationships and position in a triadic micro-network. 


The present study offers a conceptualization of the value function of this space. It is 
 described and defined as a continuum of intermediation patterns. The concept of 
 intermediation patterns is based on the re-conceptualization of interconnection as a 
 subjective actor perceived and interpreted phenomenon. It is not an objective result of 
 resource and activity interdependences. Intermediation patterns therefore describe how 
 the actors interpret the influence of one relationship on other relationships; the 
 interconnections. Each pattern visualizes how a focal actor combines activities and 
 relationships, direct and indirect value functions into a subjective interpretation of the 
 ways in which a constellation of relationships affects value creation. This interpretation of 
 the value function of interconnections supports the analysis of channel relationships as 
 differentiated and complex phenomena.   


On the basis of a framework which defines interaction as the direct value function, 
 interconnection as the value function of perceived patterns of intermediation, and position 
 as the indirect value function, four cases of triadic value creation in channel relationships 
 are described and analyzed. The data are collected through semi-structured interviews 
 with the supplier, the merchant and the customer in four triads. The respondents are the 
 individuals involved in the exchange of customized goods between the organizations who 
 are parties to the triadic relationships. The findings of the four case studies support the 
 proposed framework for the analysis of channel relationships as value creating networks.  


The managerial implications of the study are related to the conceptualization of a 
continuum of intermediation patterns. The customary categorization of channels as either 
direct or indirect is an undue simplification. A multitude of patterns of intermediation exist 
which offer dissimilar value potentials. But the potential value is perceived differently by 
the involved actors. Consequently, the involvement of close partners in the mapping of 
perceived patterns of intermediation can yield important information for management 
decisions. It is a way to counter unanticipated reactions. Even if it is not possible to engage 
partners in such an endeavour, a careful internal analysis of the intermediation systems in 
which organizations are presently engaged will offer a more nuanced understanding of the 
value potentials of various constellations of relationships.  



(11)A pattern of intermediation visualizes the present and the desired combination of direct 
and indirect value and how this relates to the division of labour. Furthermore, the 
continuum of intermediation patterns emphasizes that channel decisions are not purely a 
matter of intermediation or dis-intermediation; transitional patterns of re-intermediation 
can be an attractive alternative. 
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DANSK RESUMÉ 


Denne afhandling beskriver resultatet af et ud af tre eksternt medfinansierede 
 forskningsprojekter med det fælles tema: ”Markedsinnovation i byggevareindustrien”. 


Emnet er værdiskabelse i treparts-relationer, og formålet er at undersøge, på hvilken måde 
 en udvidelse af analysen fra dyader til mikro-netværk kan belyse værdiskabelsen i 


samhandelsformer, som involverer en mellemhandler. 


Forskningsprojektet er inspireret af, hvordan kanal-relationer er organiseret i den danske 
 byggevareindustri. I markedsføring og distribution af ordreproducerede skaffevarer er det 
 en udbredt praksis, at det er leverandøren frem for tømmerhandleren, som er den aktive 
 aktør i serviceringen af kunderne. Tilsyneladende bidrager tømmerhandlerne relativt lidt til 
 de værdiskabende aktiviteter. Forskningsprojektet undersøger, på hvilke andre måder, 
 denne type mellemhandlere indgår i værdiskabelsen, der berettiger deres andel i 
 indtjeningen. 


Samhandlen i de undersøgte cases er organiseret således, at en leverandør, en 


tømmerhandler og en kunde alle kommunikerer indbyrdes. Denne struktur, som består af 
 tre aktører, der er gensidigt forbundne med tre relationer kan defineres som et triadisk 
 netværk; den mindst mulige netværks-enhed. I konsekvens heraf er der anlagt en 
 netværkssynsvinkel på værdiskabelse. Dette understøtter den anlagte triadiske tilgang, 
 som udgør et alternativ til den dyadiske tilgang, der er den almindeligt anvendte i 
 undersøgelser af kanalrelationer. 


Det teoretiske grundlag for konceptualiseringen af triaden som en netværksstruktur 
 bygger dels på Social Network Analysis (SNA), dels på Markets-as-Networks (MAN). Disse 
 to traditioner inden for netværksforskning anlægger forskellige perspektiver. SNA 
 traditionen fokuserer på, hvordan netværksstrukturer betinger resultatet af processerne i 
 et netværk. MAN traditionen er orienteret mod, hvordan netværksstrukturer opstår som 
 resultat af de processer, der finder sted i de dyadiske relationer mellem aktører, og som 
 resultat af de dermed forbundne koblinger af aktiviteter og ressourcer.   


Desuden inddrager afhandlingen forskning i værdiskabelse i B2B relationer og kanal 
 litteraturens konceptualisering af værdidimensioner. Studier af B2B værdiskabelse 
 beskriver bytteforholdet mellem to aktører som en kombination af transaktioner og 
 relationer. Værdiskabelse drejer sig dels om en proces, dels om resultatet af processen. 


Endvidere underbygger denne forskningstradition en opdeling mellem den direkte her-og-
nu værdi af interaktionen mellem to aktører, og den indirekte værdi af denne relation i 



(13)form af det fremtidige netværkspotentiale, som aktørernes positioner giver adgang til. 


Kontekstualiseringen af de aktiviteter, som bidrager til den direkte værdiskabelse i 
 mellemhandlersystemer, er baseret på forskning i kanalrelationer. Denne forskning peger 
 på tre grundlæggende funktioner for mellemhandlere: logistik, information og risiko. 


Imidlertid er værdien af det felt i en netværkskonstellation, som omkranses af relationer 
 og positioner, ikke defineret, hverken i forskningen i B2B værdiskabelse eller i forskningen i 
 kanalrelationer. Denne afhandling fremlægger en konceptualiseringen af værdifunktionen 
 for dette felt. Den defineres og beskrives som et kontinuum af samhandelsmønstre, og den 
 bygger på en re-konceptualisering af interconnection som et fænomen, der subjektivt 
 fortolkes af aktørerne. Interconnection er ikke et objektivt resultat af aktivitets- og 
 ressourcebindinger. Disse mønstre er et resultat af aktørernes oplevelse af den indbyrdes 
 påvirkning mellem relationer (interconnection). Hvert mønster visualiserer, hvordan en 
 given aktør kombinerer aktiviteter og relationer, direkte og indirekte værdifunktioner i en 
 subjektiv fortolkning af, hvordan en konstellation af relationer påvirker værdiskabelsen. 


Denne fortolkning af værdifunktionen af interconnection understøtter analysen af kanal 
 relationer som komplekse og differentierede fænomener. 


På grundlag af en metodisk struktur, der definerer interaktion som den direkte 


værdifunktion, interconnection som værdien af samhandelsmønsteret og position som den 
 indirekte værdifunktion, beskriver og analyserer denne afhandling fire tilfælde af triadisk 
 værdiskabelse. Datagrundlaget består af delvist strukturerede interviews med 


leverandøren, tømmerhandleren og kunden i fire triader. Respondenterne er de personer, 
 der er konkret involverede i samhandlen med skaffevarer mellem de tre organisationer, 
 som er deltagere i de triadiske relationer. Resultaterne af de fire triader understøtter den 
 foreslåede metodiske struktur til analyse af kanalrelationer som værdi skabende netværk.  


Afhandlingens praktiske anvendelighed er forbundet med beskrivelsen af samhandel som 
 et kontinuum af varierende mønstre. Den almindelige opdeling af afsætningskanaler som 
 enten direkte eller indirekte er en uberettiget forenkling. Der eksisterer en række 
 forskellige samhandelsmønstre, som indebærer forskellige værdipotentialer, men disse 
 potentialer opfattes forskelligt af de involverede aktører. Derfor kan en kortlægning af 
 samhandelsmønstrene i samarbejde med nære forretningsforbindelser give ledelsen et 
 væsentligt beslutningsgrundlag. Det er en måde at imødegå uforudsete reaktioner på. Selv 
 hvis det ikke er muligt at involvere forretningspartnere i sådan en opgave, kan en 


omhyggelig intern analyse af de samhandelsmønstre, hvori en organisation er involveret, 
bidrage til en mere nuanceret forståelse af det værdipotentiale, der er forbundet med 
forskellige samhandelsmønstre.  



(14)Et samhandelsmønster visualiserer den aktuelle og den ønskede kombination af direkte og 
 indirekte værdifunktioner, og hvordan denne kombination relaterer til arbejdsdelingen. Og 
 dette, at der eksisterer et kontinuum af sådanne mønstre, understreger, at kanal-


beslutninger ikke alene er et spørgsmål om direkte eller indirekte salg. Der eksisterer en 
række alternative mellemformer, som kan være attraktive. 
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CHAPTER 1: INTRODUCTION 


The study originates in the Danish building material industry. Section 1.1 offers a 


background description of the industry and is intended for the reader to get an impression 
 of the context of the cases which constitute the empirical foundation of the study. Section 
 1.2 presents the initial research questions, and section 1.3 discusses the relevance of the 
 study. The final section 1.4 outlines the structure of the thesis.  



1.1   Background  –  the context of the Danish building  material industry 


The empirical context of this study is the Danish building material industry. Building 
 materials can be divided into two groups: Off-the-shelf items and customized good. Of- 
 the-shelf items, which are also named assortment goods, comprise bulk (e.g. insulation, 
 timber, standard bricks and tiles) and commodities (e.g. screws, nails, clamps, tools, 
 fittings, clothing, and shoes). These articles are purchased in large quantities by merchant-
 chains and organizations, and are offered by local merchant outlets in stocked 


assortments, which reflect the demand from the merchants’ customers. Special order 
 items include customized and semi-customized building materials, which are made to 
 order (e.g. windows, doors, staircases, kitchens). Merchants are active in the distribution 
 and marketing of off-the-shelf items as well as customized goods. But in the marketing of 
 customized goods, the suppliers are much involved in the servicing of the merchants’ 


customers. This does not apply to the same degree for suppliers of off-the-shelf items, but 
 it depends on the product and the size of orders.  


The structure of the industry has gradually changed within the past 25 years. The emerging 
 structure is influenced by 


  Technology enabling a shift from standardization and speculation to customization 
 and postponement 


  Consolidation  and tendering  


  Changing customer preferences, and the inclusion of the B2C segment in merchant 
 trade  


  Dis- and re-intermediation of distribution channels for building materials 
 This section describes how these trends manifest themselves in the marketing and 
 distribution of wooden building materials such as; windows, doors, kitchens and staircases. 


The section ends with a description of  



(20)  The present organization of the merchant trade and 


  Triadic channel relationships 


1.1.1  Technology and the shift from speculation to postponement 
 The change of technology in the industry within the latest 40-50 years is characterized by a 
 move from craftsmanship, via standardized industrial production, to the present 


widespread use of single-piece industrial production technologies. The development in the 
 window industry illustrates this process.  


When the window industry industrialized in the sixties it entailed a standardization of 
 windows. The common offering was standard-measures 60x60 cm and 120x120 cm, and 
 the marketing was based on speculation. Speculation is the principle of getting supplies as 
 close to the customers as possible, at the earliest possible point in time. This principle 
 reduces uncertainty of supplies, the cost of transportation and the risk of losing customers 
 due to stock-outs (Bucklin 1965) . The principle of speculation facilitated a rather stable 
 production pattern over time. During winter when the demand was slow, the factories 
 produced for stock. And in early spring, when the construction industry was resuming 
 activities, the storage was full, and windows were shipped to merchants who offered these 
 products as part of the assortment. 


Gradually the market for windows was taken over by companies which offered customized 
 windows at an attractive price. This development was based on the introduction of 
 modern technologies which enabled cost-efficient production of single-piece orders. And 
 the ability to offer modern insulated two glass copies of old style windows changed the 
 demand away from standard windows.  


The change from standardization to customization is also a change from speculation to 
 postponement. The principle of postponement is the opposite of speculation. 


Postponement is the principle of deferring cost-occurring activities to the latest possible 
 time, enabling a reduction of costs related to uncertainty of demand (Bucklin 1965). 


Merchants are no longer stock-piling windows. They have to postpone their orders until 
 they know the precise demand. And this demand is still exposing a pattern of seasonal 
 variation. Consequently, fluctuations in the building material industry are common.  


1.1.2  Consolidation and tendering 


The present suppliers of wooden customized building materials primarily originate in the 
shift from mass-production to single-piece technologies. During this transition a significant 
number of the companies which offered standard components did not realize that this 



(21)change was coming. This enabled industrious craftsmen who were willing to invest in the 
 new technologies, to increase their market-shares. And as they expanded, their market 
 reach grew from local and regional, to national markets. In order to be able to service 
 these markets, they established distribution through merchants. 


Until recently, many of these producers have been privately owned by the entrepreneurs 
 who founded them. However, this ownership structure is gradually changing along with 
 the advent of a new generation of managers. This change is accompanied by consolidation 
 among suppliers who merge into national, Nordic and in some instances European groups. 


And it is accompanied by a change of management from owner-management to 
 professional management.  


A similar consolidation has been going on for more than twenty years in the merchant 
 trade. Independent merchants have joined voluntary chains, or have merged into capital 
 chains, creating a highly consolidated distribution system. Presently, the merchant 
 business in Denmark is dominated by three capital chains and one voluntary chain. Apart 
 from these chains, a number of voluntary purchasing organizations exist which serve a 
 small number of independent merchants. In this double consolidation, the structure 
 exposes elements of oligopoly and oligopsy (few sellers and few buyers). It is expected that 
 these tendencies will increase further, due to the present crisis in the industry; small 
 independent suppliers and merchants may be forced into mergers with large suppliers and 
 chains to survive.   


The relationship between suppliers and merchants tends to be dominated by a 


competitive and transactional price-orientation. One of the reasons is to be found in the 
 wide-spread use of tendering in the construction industry, which is partly a result of 
 Common European legislation. Tendering in the construction industry has a spill-over 
 effect on merchant-customer relationships, and supplier-customer relationships. It is 
 difficult for the actors to choose long-term relational exchange instead of short term 
 transactional exchange (Dubois, Gadde 2000). Another reason for the transactional 
 interaction is to be found in the special variety of exclusivity agreements applied in the 
 relationship between merchants and suppliers.  


The literature describes B2B distributor-agreements as a trade-off between exclusivity of 
 territory (i.e. suppliers limit the number of distributors in the territory) and exclusivity of 
 brand (i.e. merchants limit the number of competing suppliers) (Fein, Anderson 1997).But 
 in the merchant trade of building materials in Denmark this is not the case. The 


agreements applied in the cooperation between suppliers and merchants allow suppliers 



(22)to sell to all merchants in a district, no matter to which chain they belong, if only the 
 suppliers do not sell directly to the construction companies, builders and private 
 consumers.   


In return, the merchants can sell products from multiple suppliers within a product line. 


This approach creates a competitive atmosphere. Merchants have agreements with a 
 number of suppliers of each line of customized building materials who compete for orders. 


And suppliers serve a number of merchants in a district who compete for the same orders. 


Consequently, it is difficult for the parties to develop committed relational interaction. But 
 in spite of this situation, relational exchange characterizes business relations at the local 
 level; originating primarily in personal trust among the individuals involved in actual and 
 concrete interaction. 


1.1.3  Changing customer preferences, and the inclusion of the B2C 
 segment in merchant trade 


Private end-users are gradually involving themselves more directly in the choice of designs 
 and features of building materials. It has been so for the past two or three decades within 
 the kitchen industry, but apparently it is spreading to windows, doors and floorboards. 


Moreover, the DIY (Do-It-Yourself) business is expanding. Merchants and suppliers are 
 gradually adapting to these market trends, but in different ways. The majority of timber 
 merchants have steadily expanded their business to include B2C as well as B2B customers. 


And this has changed the profile of timber-merchants, who tended only to serve 
 professional customers a decade or two ago.  


Today, some merchants are actively directing their marketing towards B2C customers 
 through mass distribution of advertisement leaflets and television commercials. They 
 promote themselves as the good partners for DIY by offering handy-man courses and 
 internet based instruction. The main purpose is to get and hold market-shares in the 
 increasing market for building materials to private consumers and semi-professionals. But 
 it comes at a price. The shift from a B2B focus to a combined B2B/ B2C focus is 


experienced by professional customers as a decrease in the attention to their needs.  


Merchants handle this problem in different ways. In the province there is a tendency for 
merchants to establish craftsmen departments in their outlets. Around the capital and the 
major provincial towns, some merchants have chosen to specialize instead. Some are still 
organized as exclusive B2B departments which handle large orders and tenders. Others 
have been reorganized into B2C life-style studios. 



(23)Suppliers are also aware of the increasing importance of promotion and branding. 


Whereas push strategies have been the default in the marketing departments of many 
 suppliers, pull strategies seem to become a customary supplement to this strategy. It is 
 implemented in two different ways. In relation to professional decision makers in the 
 construction industry, especially architects, the promotion is a matter of offering product-
 knowledge and solutions. Therefore, it is not uncommon for suppliers to have their own 
 staff of specialized sales-people who visit developers, architects and counselling engineers. 


The purpose is to offer knowledge and to build relationships. These relationships are a 
 means for the suppliers to achieve competitive advantage by having the standards of their 
 specific makes inscribed in the tendering descriptions.  


Whereas the suppliers’ servicing of professional customers has been developing for a 
 number of years, the involvement in communication with the B2C segment is a recent 
 initiative among suppliers involved in merchant trade. The branding activities primarily 
 involve life-style advertising, but also include web-based promotion.  However, the 
 application of web-activities is difficult for suppliers engaged in merchant trade. Too much 
 direct end-user contact may be interpreted as a violation of the exclusivity agreements, 
 and web-based quotations are difficult to introduce. But it is a communication platform 
 which is under development. 


1.1.4  Re-intermediation of the building material industry 


The terms dis-intermediation and re-intermediation originally were applied in banking and 
 finance (Allen, Santomero 2001, Merton 1995, Saunders et al. 2001). Dis-intermediation is 
 a reduction in the use of intermediaries between lenders and borrowers. Re-


intermediation signifies the re-involvement of banks in non-bank loans. When applied for 
 the description of distribution channels more broadly, dis-intermediation refers to the 
 exclusion of intermediaries, whereas re-intermediation refers to the reorganization of the 
 intermediation and may involve another set of intermediating actors and activities than 
 before.  


Presently, the building material industry is under pressure for dis-intermediation and re-
intermediation. Three decades ago, building materials were either marketed through 
merchant chains where customers and suppliers had scarce if any contact, or in direct 
buyer-seller relations, especially in the local market. But this has gradually changed. A 
number of distribution channels are being re-intermediated. Kitchens are primarily 
marketed through independent franchisees or dealers who specialize in a brand, and who 
are not offering assortments from competing suppliers. Likewise, wooden floors are now 



(24)offered by carpet chains, and some producers of windows are offering direct sales to 
 professional as well as private customers through specialized window centres.  


The agreements governing these relationships include a higher degree of territory and 
 brand exclusivity than the exclusivity agreements in merchant trade. In consequence, the 
 suppliers and dealers / franchises have a common interest in the promotion of the 
 suppliers’ specific brands, and in cooperating for increased market shares. These 
 alternative channels illustrate that the present development is more a matter of re-
 intermediation, than of dis-intermediation. It is an attempt to arrange intermediation in a 
 different way than the one, offered by the merchants.  


This development is fostered by a number of changes in the network for building 
 materials. One reason is the suppliers’ strategizing for market position through branding 
 towards the B2C segment, and servicing of professional B2B customers. Such promotion 
 activities gradually close the ‘gap’ between supply and consumption, and partly erode the 
 merchants’ former bridging function in the marketing channel.  Another reason is a matter 
 of specialization and customization. The more specialized building materials become, the 
 more there is a need for substantial product knowledge about specific product lines and 
 brands among intermediating actors. And this is a challenge which is difficult to handle for 
 the merchants, due to the scope of their activities.  


1.1.5  The present organization of the merchant trade 


Currently, 60% of the suppliers of building materials market and distribute their offerings 
 through merchants (Dansk Industri 2007). It is a means for suppliers to get exposure to 
 customers. The same exposure is difficult to achieve, unless you have a large sales-staff, 
 and decide to go for smaller focused segments than the whole construction industry.  


The present structure of the building material industry in Denmark has attracted the 
 interest of national authorities. In 2005, the Danish Competition Authorities scrutinized the 
 building material industry. The report concluded that the prices for building materials in 
 Denmark were among the highest in Europe, due to the merchants having obtained a 
 position as gate-keepers. This position was not a result of superior value creation, but of 
 cropped competition, institutionalized by the application of the un-official trade-terms, 


‘all-or-nothing’ (Andersen 2005). These terms imply that suppliers applying alternative or 
supplementary channels will be excluded as suppliers by the merchants’ chains. The 
conclusion was much debated and refuted by the merchants’ chains who argued that the 
European price-comparisons included in the report did not consider the influence on price 
of the varying European qualities and standards. 



(25)But a debate in the Danish business newspaper ‘Boersen’ during the winter 2006-07 
 (Jurhagen, Raastrup 2006a, Jurhagen, Raastrup 2006b, Raastrup 2006a, Raastrup 2006b) 
 indicates that the present organization of the merchant trade is questioned. During this 
 period, the construction business was at the border of a meltdown, due to an extremely 
 high activity level. Prices for building materials increased and delivery times were 
 prolonged. Professional buyers were not satisfied with the present situation, and would 
 like to establish direct relations with the suppliers to lower the prices (Jurhagen, Raastrup 
 2006a). Suppliers also appreciated the possible positive effect of direct buyer-seller 
 relations on their ability to serve large accounts, but they believed that this would be at 
 the risk of exclusion by merchants (Raastrup 2006b). This belief indicates that the suppliers 
 perceive some sort of ‘al-or-nothing’ terms to exist, no matter whether they actually exist 
 or not. The merchants also involved themselves in the debate, and claimed that the 
 problem was that the suppliers were non-competitive, and the merchants therefore 
 threatened to expand business abroad for better pricing (Jurhagen, Raastrup 2006b). Even 
 the Ministry of Business and Economy involved itself in the debate and announced that 
 initiatives to stimulate competition were considered (Raastrup 2006a). This debate 
 illustrates a struggle for power and influence, but the assessment of the situation depends 
 widely on the perspective taken.  


Moreover, the debate illustrates that some balances in the industry are ambiguous. On the 
 one hand, the Danish merchants have to accept some degree of direct contracting 
 between suppliers and large customers. Especially, because some of these customers are 
 Scandinavian based, and direct contracting is common in Sweden. This creates a spill-over 
 effect in other Scandinavian countries. On the other hand, the suppliers have to realize 
 that there is some sort of trade-off between direct and merchant intermediated sales. 


Some degree of dual channelling is possible, but it is a fine-tuned balance under the 
 present market structure and conditions.  


1.1.6  Triadic channel relationships 


It is in this context of merchant intermediated sales that I observed the existence of three 
party relationships between suppliers of customized building materials, merchants and 
professional customers. It is neither a fully intermediated system where customers and 
suppliers have no contact. Nor is it a direct buyer-seller relationship. It is a triadic 
relationship where suppliers have taken over a number of activities from the merchant, 
especially in the counselling of customers. This observation points to the fact that channel 
relationships are organized in networks; not in discrete dyads.  



(26)The system is characterized by strong activity links between the customer and the supplier, 
 and weak activity links between the merchant and the two other parties to the triadic 
 relationship. Suppliers are involved in problem-solving related to products and logistics. 


The merchants still participate in the activities, but they are primarily involved in contacts 
 at the early stage. They handle the paperwork, quote prices take the risk on debtors, and 
 on product guarantees. This organization of the activities contradicts the concept of a 
 traditional wholesaler; an intermediary who is responsible for information and logistics 
 management, transaction securization, insurance and liquidity (Brousseau 2002). These 
 observations inspired my research interest in triadic business relationships. 



1.2    The initial research questions 


The origin of my research interest lies in the empirical context. Within a few months from 
 the beginning of the project, the two participating suppliers had agreed upon the phrasing 
 of the managerial challenge: “How to prevent value from being lost in the transition of 
 offerings from suppliers to end-users”. The phrasing indicates that it is not straight-forward 
 to avoid erosion of value-dimensions in the exchange process, and that value and value 
 creation involve more than delivery. 


As described in the former section business is arranged in a three-party constellation of a 
 supplier, a merchant and a customer. Therefore, the first initial question is phrased as 
 follows: 


How do the actors in a triadic business relationship create value for and with 
 each other? 


The phrasing enables a dual perspective on value creation as a process, and the triadic 
 business relationship as the enabling structure.  


Much research has been conducted on value (Payne, Holt 2001), but focus is not on the 
specific conditions in the three partner relationships of mediated sales. Likewise, channel 
research is abundant, but primarily dyadic and it tends to focus on the manufacturer-
distributor relationship (Frazier 1999, Gadde, Snehota 2001). To my knowledge, no 
frameworks have been developed specifically for the study of value creation in triadic 
channel relationships. Consequently, the conceptualization of such a framework is a 
precondition for this study. 



(27)The framework is based on the conceptualization of triadic business relationships as micro-
 networks. This conceptualization is further discussed in chapters 2 and 5. The three-party 
 constellation is defined as structures composed of three dimensions: the interaction (the 
 process), the interconnections (the way in which relationships connect and influence each 
 other) and the actors’ positions (the number of ties that an actor possesses and the 
 identity of the counterparts). In order to link the triadic structure to value creation, a value 
 dimension must be defined for each of the three structural dimensions; i.e. interaction, 
 interconnection and position. Therefore, a supporting question is phrased:  


What are the key value dimensions in a triadic structure, composed of a 
 supplier, a merchant and a customer? 


In order to achieve this goal, three further questions guide the initial phase of the 
 research:  


1. The question ‘how’, in the primary research question, directs the attention to the 
 processes involved in the value creating interaction. In order to study these 
 processes, focus is on the activities and functions performed by the involved actors. 


Therefore the following question is directed towards the activities:   


What value creating activities are performed by whom, for whom and with 
 whom? 


2. The above question also points to the division of labour, which may be indicative of 
 triadic structures, but it does not include the value of the constellation of 


interconnections. This leads to a further question: 


How can constellations of interconnections be conceptualized as a value 
 dimension in triadic relationships? 


3. The final supporting question is included in order to define and to conceptualize the 
 value of position as a structural phenomena and the locus of agency 


What is the value of position and how does position influence the value 
 creation in triadic business relationships? 


The initial questions set the research process in motion. During the next phase the 
theoretically founded research questions were phrased. These questions are presented in 
chapters 3-6. 
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1.3    The relevance of the thesis  


The sparse volume of scholarly studies of triadic business relationships implies the 
 relevance of the study. First of all, the dual focus on process and structure may yield new 
 insights and understandings. This is achieved by the application of two different sets of 
 concepts for the description and study of networks: The interaction based concepts of the 
 Market-as-Networks (MAN) approach originating in the IMP research community 
 (McLoughlin, Horan 2002), and concepts originating in social network analysis, which 
 primarily is a structural approach to networks (Van Den Bulte, Wuyts 2007). Secondly, a 
 triadic approach enables the study of a network perspective on indirect value functions. 


Direct value functions comprise of the here and now performance related functions in the 
 relationship, and indirect value functions consist of the future network benefits from the 
 interaction in dyadic relationships (Walter, Ritter & Gemünden 2001). Whereas studies of 
 dyadic value creation may yield information on future network effects of value creation, 
 indirect value functions are an integrated part of the triadic value creation, because triadic 
 structures are micro-networks. 


The triadic approach has been applied in a doctoral thesis on the changing role of 
 intermediating actors, which is a motivating example (Havila 1996). But conceptual papers 
 on triadic business structures are rare (Ritter 2000, Smith, Laage-Hellman 1992). Thus, 
 there is little research to inspire managers who are involved in the challenges of value 
 creation in triadic business relationships. The links between a triadic structure defined on 
 three dimensions (interaction, interconnections, and positions) and specific value functions 
 related to these dimensions have not been studied and conceptualized before.  


Finally, the study may be part of the response to a call among network scholars to 
 substitute the dyadic approach, dominating channel research, with a network approach. It 
 is expected that “even relatively small extensions from channel dyads to very small 
 networks with three to five actors may be enough to learn about such complex issues” 


(Van Den Bulte, Wuyts 2007 p. 81). The development of a framework for the analysis of 
 value creation in triadic channel relationships is part of a response to this call.  



1.4   The structure of the thesis 


The structure of the thesis partly reflects the choice of a critical realist perspective, which 
is discussed in more detail in chapter 2. This choice demands a design which enables 
inference from theories as well as singular phenomena in a move from an understanding 
and explication of what is going on, to an attempt to explain why (Lawson 1997). The links 



(29)between triadic relationship as a structural mechanism and the conditioning 
 circumstances, events, and experience must be identified.  


Thus, the study is based on existing theories, which inspires the pre-conceptualization of 
 the issue of interest. But no single scientific domain or field alone can inform the study of 
 value creation in intermediated triadic business relationships. Therefore this thesis is 
 inspired by various academic domains; i.e. The MAN approach, social network analysis, 
 value studies and channel research. The review of the literature leads to the identification 
 of theoretical research questions, which support the development of the proposed 
 framework. Subsequently, the framework is applied in the description and analysis of 
 qualitative data on four cases. Table 1.I on the following page outlines the overall structure 
 of the thesis 


Chapter 1 introduces the study and its context, and chapter 2 discusses the methodological 
 issues in relation to the study.  


Chapters 3, 4 and 5 present a network approach to business studies. Two different 
 network perspectives are analyzed: The Social Network Analysis (chapter 3) which analyzes 
 networks as conditioning structures, and the MAN approach (chapter 4) which defines 
 networks as structures emerging from interaction. These two network perspectives are 
 applied for the conceptualization of the dimensions of triadic structures presented in 
 chapter 5. Moreover, they point to a missing link in the existing literature between 
 structure, value potential and the parties’ motivation for participation in triadic 
 relationships. The possibility of establishing this link creates the foundation for the 
 research question resulting from the review of network literature. 


Chapter 6 presents the review of value studies. The purpose is to establish unanimous 
 indicators of value functions for each of the three elements in triadic structures. It 
 examines the concept of perceived value, value creation and B2B value studies. Based on 
 this body of literature it is possible to offer a tentative answer to the research question 
 resulting from the analysis of triadic micro-networks. The inclusion of channel research in 
 chapter 7 is motivated by a wish to contextualize indicator of the value creating to the 
 specific context of intermediation. It concludes with a discussion of the consequences of a 
 network approach for the understanding of intermediation. Finally, chapter 8 presents a 
 framework for the analysis of value creation in triadic business relationships. The 


framework connects interaction with direct value functions, interconnection with the value 
of a pattern of intermediation, and indirect value functions with position. 



(30)Chapter 9 which presents the cases is divided into four sections. Each section describes 
and analyzes a case. The chapter concludes with a cross-case analysis and relates the 
findings in the cases to the actor characteristics. The cross-case analysis establishes the 
explanatory quality of the framework, and result in a refinement of the answer to the 
research questions posed by this study. The final chapter 10 concludes on the findings and 
presents the contributions.   



(31)Chapter 1 Introduction   Background – the context of the industry 


 Initial research questions 


 Relevance of the thesis 


 Structure of thesis 
 Chapter 2 Methodology   Critical realism 


 Unit and perspective of Analysis 


 Method 


 Account of the research process 
 Chapters 3-5 


Theoretical foundation 
 for the conceptualization 
 of triads  


3:– Structures condition interaction Social network analysis 


 Terminology and indicators in social network analysis 


 Intermediation, cohesion and brokerage 


4: Emerging structures – The Markets as networks perspective 


 Relationships and the interaction model 


 Networks and the ARA model 


 Exchange, interdependence, and autonomy 
 5: Conceptualizing  triadic structures 


 Defining triadic structures 


 Interaction, interconnection and position 


 A framework for the analysis of triadic structures 
 Chapter 6-8 


Theoretical foundation 
 for the categorization of 
 value functions 


6: Value and value creation 


 Customer value 


 Value creation 


 Value in a B2B context 
 7: The value of intermediation 


 Intermediation in channel research 


 The intermediary’s functions and activities 


 The Markets-as-Networks approach to intermediation 
 8: Framework for data collection 


 The link between strata and analysis 


 Framework for analysis of data 
 Chapter 9 


Case analysis    Case A 


 Case B 


 Case C 


 Case D 


 Cross-case analysis 
 Chapter 10 


Contributions and 
 conclusion 


 The validity of the study 


 The relevance of triadic analysis for the understanding of networks 


 Theoretical contributions 


  Managerial implications 


 Implications for further research 
Table 1.I – Structure of the thesis 
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CHAPTER 2: METHODOLOGY 


Research within social sciences is not only a widespread domain of disciplines and theories, 
 but also a battlefield of perspectives in terms of philosophies of science. The differences 
 between various perspectives in methodology as well as differences in terminology are 
 much discussed and seemingly of greater interest than the similarities. Consequently, 
 terms and concepts have to be applied with caution.  


The term ‘paradigm’ resonates the Kuhnian view upon science and knowledge as 


embedded in rather rigid structures. These structures are immune to findings which do not 
 fit into the existing knowledge (Fuglsang, Bitsch Olsen 2004). Changes are rare, and if they 
 occur they are all-absorbing; the paradigm changes. However, ’paradigm’ is also applied in 
 a general sense describing “a basic belief system or worldview that guides the investigator” 


(Guba, Lincoln 1994 p. 107). This worldview is described in terms of ontology, 


epistemology and methodology (ibid. p. 109), and this is how I use the term paradigm.  


Likewise, the terms method and methodology have several meanings and are often 
 applied in a specific or restricted way as synonymous with research techniques solely, not 
 including ontology and epistemology. However, I have chosen the term methodology as 
 the overall heading for this chapter on ontology, epistemology and method.  The study 
 takes a critical realist approach and the methodological considerations are biased towards 
 a discussion of the implications of this approach for the production of scholarly knowledge. 


However, comparisons with other approaches will be made to the extent that they assist 
 the explication of the applied approach.  


The choice of methodology is influenced by (Easton 1995) 


  the tradition of the research community to which the scholar adheres 


  the subject matter 


  a personal pre-understanding of the world in terms of values and assumptions 
 Reviews of IMP research, which have been presented within the latest three decades, 
 show that this community to which I adhere is inclusive. The tradition does not set up 
 methodological preconditions; research within this community is based in various 
 paradigms and multiple methods (Easton, Zolkiewski & Bettany 2002, Gemünden, Ritter & 


Walter 1997). Dubois and Gadde (2002) propose an approach named ‘Systematic 
Combining’ for a case based study of business relationships, which is a common approach 
among IMP scholars. The inference mode is abduction and the epistemological criterium is 
credibility: 



(33)  appropriate matching of reality and constructs 


  sufficient information on the research process to demonstrate logical coherence 
 and learning as a process of search and learning 


  communication of selected results 


Likewise, the appropriateness of a critical realist approach to the study of B2B relations is 
 supported from within the community (Easton 2002, Easton 1998); it is part of the 
 tradition.  


The critical realist approach is also an appropriate choice when considering the subject 
 matter: A study which explores value creation (a process initiated by decisions and actions) 
 in a triadic structure. Agency is not privileged over structures or vice-versa in a critical 
 realist approach; the one depends on the other (Fleetwood 2005). By insisting on the 
 importance of both, the tension between them is resolved, and the important issue is to 
 explore the relationship between the two (Mutch, Delbridge & Ventresca 2006). Finally, I 
 feel at ease with a critical realist approach. For me there is a reality consisting of physical 
 and social structures which constrain and facilitate human action and sense-making. But 
 these structures are not immune to human action and sense-making. So, in this case the 
 choice of paradigm is also  a personal one (Gummesson 2000). This chapter explicates 
 critical realist ontology and epistemology (section 2.1), defines the unit of analysis and the 
 chosen perspective for the analysis of triadic business relationship (section 2.2) and 
 examines case-studies based on interviews as a method for producing valid knowledge 
 (section 2.3). The chapter concludes with a description of the research process (section 
 2.4).  



2.1   Critical realism 


Critical realism is neither a method nor a theory (Mutch, Delbridge & Ventresca 2006).  It is 
 a philosophy of science (Fairclough 2005, Sayer 1992) which acts as philosophical under-
 labourer of the social sciences (Mutch, Delbridge & Ventresca 2006). Therefore, critical 
 realism is not a cookery book for research design, but an analytic model which assists and 
 strengthens reflection on the fit between data and theory. It is a way “to combine an 
 account of process on the one hand with one of the enabling context on the other, without 
 collapsing the one into the other” (Mutch, Delbridge & Ventresca 2006 p. 622). The term 
 critical has a number of meanings in relation to critical realism. It signifies a critique of  


  the taboo on ontology which characterized economic schools at the time when Roy 
Bhaskar introduced critical realism (Buch-Hansen 2005)  



(34)  the artificially closed systems in experiments which are applied in order to get 
 access to and isolate the operation of one causal law, but excluding all others. Such 
 experiments assume that the causal law under study will operate in the same way in 
 the open systems of nature and society outside the experimental setup (ibid.) 


  the restrictive view of scientism which centers around the search for regularities 
 and hypothesis testing (Sayer 1992)  


But it is also a critique of the reduction of social science to the interpretation of meaning 
 (Sayer 1992), and of the reduction of discourse to a representational role, with no 
 generative properties. This reduction eliminates the capacity of language to reshape 
 human agency, and the structural patterns it generates, reproduces, and elaborates (Reed 
 2000). Critical realists agree that entities are conceptualized through discourse, but they 
 are not made through discourse (Fleetwood 2005). There is a social world outside our 
 heads which is socially defined through language based distinctions (Tsoukas 2000). 


A final aspect of the term critical refers to the potentiality of critical realism to offer 
 critique by questioning and re-conceptualizing the understanding of reality. One of the 
 possible roles for the social sciences is to show why a false belief of a subject matter is 
 generated, and this endows social science with an emancipatory role (Buch-Hansen 2005). 


If it is possible to expose false beliefs, it follows that it may be possible to expose what 
 generates the false belief. This being so, change is possible. 


Figure 2.1: The temporal aspect of how structure and interaction influence each other 
(Archer 1998 p. 376)  



(35)Potential change is linked to the ability of human agency either to reproduce or to 
 transform existing structures and practices through action (Fairclough 2005). But the study 
 of potential change makes it necessary to break into the cycle of action and impose an 
 analytical starting point at a certain point in time and space. In this arbitrary point of 
 analysis, structures will pre-exist action and interaction, which may reproduce or transform 
 the pre-existing structure as illustrated above in figure 2.1. And it is construction of a 
 narrative of this situation or event which is the core of a critical realist analysis (Mutch, 
 Delbridge & Ventresca 2006). 


2.1.1   Ontology 


Critical realists state that knowledge claims (epistemology) cannot exist in a vacuum: the 
 validity of such claims depends on the assumptions of what the world has to be like 
 (ontology) if claims are to be valid. Moreover, the adequacy of knowledge claims must be 
 ascertained in the empirical (Tsoukas 1989). This diversification and stratification of the 
 reality into the domain of the real, the actual and the empirical are core tenets of critical 
 realist ontology. In addition to the observable empirical domain of experience, there is 
 another domain of actual reality in terms of events. But the operation of these two levels is 
 under influence of the powers or mechanisms of entities and structures in the domain of 
 the real.  


Table 2.I illustrates the classification of the domains. Reading the table from right to left it 
 illustrates that experience in the empirical domain presupposes the occurrence of events 
 in the actual domain. Events are independent of a researcher’s taking notice of these 
 events. But events presuppose the existence of mechanisms in the real domain, which are 
 responsible for the generation of events (Tsoukas 1989). Or reading the table from left to 
 right, the real is the domain of structures and their associated ‘causal powers’, the actual is 
 the domain of processes and events, and the empirical is what is experienced by social 
 actors (Fairclough 2005). 


Domain of  real  Domain of actual  Domain of empirical 


Mechanisms  X 


Events  X  X 


Experiences  X  X  X 


Tabel 2.I: Classification of the real, the actual and empirical domains (Bhaskar 1978a p. 13) 



(36)The analysis rests on the distinction between internally linked or necessary relations on the 
 one hand, and contingent or externally linked relations on the other hand. Internally linked 
 objects, entities or individuals depend in their being on the relationship with the rest of the 
 components in the structure: e.g. slaves, masters and the institutions supporting slavery. 


Structure is defined as necessarily related objects or practices and the powers that they 
 possess (Sayer 1992). These mechanisms or powers are “something that makes something 
 else happen” (Buch-Hansen 2005 p. 61). They operate as tendencies, but their activation as 
 well as the effect of their activation are not given, but contingent (Tsoukas 1989).  


Contingencies consist partly of the powers of other entities in the structure, and partly of 
 the contingent conditions in terms of externally linked relations; i.e. a relation between 
 elements which may influence the two elements involved, but which is not necessary for 
 the two elements to exist. Consequently, mechanisms are irregular. They do not display an 
 automatic or general pattern of acting; their workings depend on the specific conditions in 
 terms of the co-acting of other mechanisms or contingent relations as illustrated below in 
 figure 2.2. And “while the elements of structures are necessarily related, it is contingent 
 whether any structure as a unit, exists” (Sayer 1992 p. 97).  


Fig 2.2: The structures of causal explanation (Sayer 1992 p. 109) 



(37)Research designed for establishing and generalizing causality in the empirical only touches 
 upon the surface of phenomena and cannot catch this irregularity of forces which are not 
 observable in the empirical. Therefore, the analysis of causality is substituted by causation 
 in a critical realist analysis. The purpose of causation is to analyze how the powers 
 necessarily possessed by objects influence events under the specific conditions of the 
 externally linked (contingent) relations.  


However, the domain of the real is not readily observable or deducible. It has to be 
 inferred in a movement of analogy or metaphor from the conception of a phenomenon 
 (the transitive dimension) to the conception of something quite different in terms of a 
 structure or mechanism (the intransitive dimension) (Lawson 1997). This is why Bhaskar’s 
 (1978b) explication of realism is also called transcendental.  


Transcendental realism implies that neither deduction nor induction is satisfactory or 
 sufficient modes of inference for this type of theory-building. Whereas deduction is the 
 mode of inference which enables a move from a general law-like claim to a particular 
 instance, induction is the mode of inference applied for a move from particular 


observations to a general claim. None of them are applicable for a move from a number of 
 data to a theory of a mechanism which predisposes the observed phenomena in a specific 
 direction. For that purpose, retroduction is a more appropriate mode of inference allowing 
 the move from surface phenomena to deeper causal structures (Lawson 1997) by 


inference from theories as well as singular phenomenon. This allows the move from an 
 understanding and explication of what is going on, to an attempt to explain why. This 
 process is achieved through causation and abstraction (see below). 


2.1.2  Epistemology 


Sayer (1992) defines epistemology in general terms as the theory of knowledge. He focuses 
 on a number of concepts of epistemological importance in a critical realist perspective. 


One of the fundamental issues is the fallibility of knowledge. In a realist perspective this 
 supports the tenet that the world exists independently of our knowledge of it. Sometimes 
 reality strikes back, and we have to realize that our understanding of the world does not 
 reflect reality. This is only possible because there is a difference between the world and 
 our knowledge of it. If knowledge were purely conceptual this could not happen, and truth 
 would be relative to our conceptual schemes.  


Nevertheless, our perception depends on concepts in order to rend observations and 
experiences intelligible in daily life, as well as in science. The world is understood in terms 
of, if not determined, by concepts. In that sense our conceptualization is pre-structured 
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