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Abstract

This case study looks into one of the inevitable outcomes of a buyer- seller relationship, the

negative incidents. The hypothesis in this study is to increase the understanding of where the

origin for cause of negative incidents, i.e. conflicts, arises from in a buyer- seller relationship

in a complex project.

The empirical research undertaken for this study was done by using data from three selected

dyads. The collected incidents where applied in a questioner used in an interview with

stakeholders from the dyads, they were asked to grade the incidents of conflict according to

two sets of constructs.

Case studies do have challenges when it comes to generalisation as the only certainty comes

from the informants and the case one has studied. Another limitation is the selection, the study

has a fairly small selection of participants and that the dyads are picked from the same project.

In identifying and explaining where the origin for cause of conflict arises from in a business

relationship, the characteristics of governance mechanism are applied because they can

indicate the origin of conflict. And if a conflict in a dyad primarily is associated with one of

the two governance mechanisms one can assume that the weaknesses in that type of

governance mechanism is the main source for the emerged conflict. In addition the

participants’ perception of importance of the incidents could have an effect on how they rate

the governance mechanism, especially if they are in doubt with regards to the cause of the

incident, and consequently the perception of importance was the second set of constructs

applied in the study.

The results reviled that the higher the perceived importance the higher the tendency towards

lack of formal governances and conclusion of this study is that lack of formal governance

causes the majority of conflicts in the buyer- seller relationship. It would be beneficial for

both buyer and seller to put focus on and strengthen the formal connection of the relationship,

as this could possibly prevent and eliminate potential costly conflicts, resulting in saving both

time and costs and increasing the ability to compete.
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1. Introduction

1.1 The Thesis basis

In the Norwegian Oil industry large and complex projects are executed continuously. The

Norwegian shelf is in constant development and new offshore platform are being built and

installed. In building offshore platform a wide range of different contract modules has be

utilized over the years. EPC contracts have in recent years been the preferred type of contracts

for the large oil companies. An EPC contract contains Engineering, Procurement and

Construction work. There is a wide range of how and to whom the contracts are assigned. One

of the models used is awarding the E and P (engineering and procurement) to a Norwegian

engineering company and then award the C (construction) to an Asian construction company.

Another example is, as is the basis for this paper, to award the whole EPC to a Norwegian

Contractor. Even though the contract is awarded to a Norwegian company does not mean that

all the work will be performed in Norway. A common practice is that the Norwegian

Contractor will outsource part of the work to international company. The main focus is on

making and awarding these contracts, in both the oil companies’ and the contractor’s

organization, less focus it seems to be on the relationship that is a result of these contract. Oil

Companies entering into a contract with a Contractor for building an oil platform creates a

buyer- seller relationship.

Contractor assigned the EPC contract further outsource parts of the work, entering into new

contracts with Subcontractors, and consequently new buyer- seller relationships are created.

Between two companies where there is a functional interdependency, as in a buyer- seller

relationship, negative incidents as conflicts are inevitable and a part of the relationship

throughout.
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1.2 The structure of the Thesis

This case study looks into one of the inevitable outcomes of the buyer- seller relationship in a

complex project and that is negative incidents. The goal is to increase the understanding

where the root cause for negative incidents, defined to be conflicts, arise from in a buyer-

seller relationship within a complex projects. A complex project is defined, in this paper, to be

the EPC contract for building an offshore platform.

The setting for this case study is the contract entered into by Contractor and his

Subcontractor’s for fabrication of steel sections. The formal contract between the buyer and

seller is the framework for the project, and a tool for preventing unwanted incidents.

Data is collected from the Edvard Grieg project, awarded Kvaerner AS by Lundin Norway AS

an EPC contract. Kvaerner AS awarded three Construction Companies in Poland with FC

contracts for the fabrication of large steel sections.

CRIST Offshore S.A was awarded a contract for fabrication of steel section with a total

weight of 3000 tons with a fabrication time of approximately a year. The work included for

prefabrication, pinning for insulation and painting. Similar contracts were awarded to

Mostostal Pomorze S.A (MPG), for steel section of approx. 3200 tons, and to VISTAL

Gdynia S.A for steel section of approx. 3300 tons.

Experience shows that in large complex projects, there are numerus negative incidents, i.e.

conflicts, in all the aspects of the various business relationships.

The theoretical basis for this paper is focused around the subject of business relationship,

buyer- seller, and the effect of conflict in such setting. Literature used was part of the

curriculum for the EMBA study at The University of Stavanger EVU and from searches in the

Universities subject database, the majority of the literature is from articles found in the UiS

database. The most used search words used were conflict, business relationships, and effects

of conflict in buyer- seller relationship, governance mechanism, and trust in a business

relationship. Some tips on search items were received from my mentor at the university Terje

Vaaland.

The empirical research undertaken for this paper was done by using data from experience

reports and from registered formal communications in the dyads. The collected incidents are
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applied in a questioner used in an interview of stakeholders from the dyads, where they are

asked to grade the incidents according to a set of governance mechanism and importance.

The method and execution of this study is inspired by the published work of Vaaland (2002b).

To identify the root cause of conflicts a set of constructs have been applied, these are

governance mechanism and the perceived importance of the incidents. Two types of

governance are applied, type one is the informal governance, the human factor and informal

interaction are the focus points. The second type is the formal governance, the contract,

procedures and formal plans are the focus points.

The result of incidents analysed by the dyads, will be analysed up against the chosen

theoretical data. The aim is to better understand the root cause of conflicts, where they arise

from in a buyer- seller relationship within a complex projects.

1.3 Where is the origin for cause of conflict arising from in a buyer-

seller relationship

The research question in this study is; where is the origin for cause of conflict arising from in

a buyer- seller relationship, within a complex project. The aim for this paper is to better

understand where the origin of conflicts comes from in a buyer-seller relationship, as this

concerns the quality of the relationship and could also affect the decision of prospective

business between the parties. It is described in literature that people sharing dissimilar

characteristics are assumed to hold dissimilar beliefs. This could lead to conflicting

interactions during the relationship, resulting in emotional instability, doubt, uncertainty and

questioning of the validity of the counterparts’ views. Resulting in a more less comfortable

and unpleasant relationship (Prince, Palihawadana, Davies, & Winsor, 2016). In

understanding the root cause for conflicts it might contribute to avoiding such poor

relationship quality and as a result experience fewer conflicts.

To identify the origin of conflict the use characteristics of governance mechanism can be

applied. The governance mechanism between business partners refers to the mechanisms in a

relationship that guide the parties' behaviour (Liu, Luo, & Liu, 2009). In this paper two

constructs have been chosen to identify the governance, and that is lack of informal/ formal

governance mechanism. If a conflict in a dyad primarily is associated with one of the two
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governance mechanisms one can assume that the weaknesses in that type of governance

mechanism is the main source for the emerged conflict (Vaaland, 2002b). Putting effort and

focus on improving the identified weakness could contribute to fewer conflicts and a healthier

relationship securing cooperation for future projects.
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2. Theory

When a buyer and a seller enter into a business relationship a framework is created for which

subsequent interactions can take place. Such interactions could be activities as coordinating

interdependent production, logistics, development, and administrative activities and resources.

The dyadic relation should be considered within the context of the interactions (Holm,

Eriksson, & Johanson, 2015). The relationship between buyer and seller, i.e. the dyadic

relation, will be affected of both positive and negative incidents.

A negative incident is defined as a situation observed as a deviation from the expected by

either or both parties in the relationship and caused by a failure or change in the interactions

or the context (Holmlund & Strandvik, 2005).

Negative incidents are a wide term and can range from conflicts, misunderstandings, stress,

challenges and so on. Such incidents are perceived to be disturbances in a business

relationship and can change the dynamic in the relationship.

Negative incidents are important to investigate and understand as they may change the nature

of the relationship. The relationship may even dissolve due to a single negative incident.

Due to the attention level and sensitivity related to negative incidents in business relationship

this paper will study where the origin for cause of conflict arise from in a business

relationship. The study will be based on an episode- oriented perspective with focus on

conflicts in dyads.

Lengers et al. (2015) sums up in their study that scholars agree to that business partners

avoids relationship-damaging behaviour and opportunistic actions that might threaten the

relationships continuity as long as the boundary promises valuable future transaction,

reflected by high levels of relational norms. Could this mean that conflicts in the majority are

related to lack of formal governance as the informal governance are associated with the social

aspect of the relationship?
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2.1 Definition of Conflict

Folger, Poole and Stutman (2005) define conflict to be the interaction of interdependent

people who perceive incompatibility and the possibility of interference from others as a result

of this incompatibility. In this paper the interdependency is identified to be in the seller- buyer

relationship.

The assumption of that conflict should not be considered as s single phenomenon form the

basis of that a study should include more than one measure (Duarte & Davies, 2003).

2.2 Measuring conflict

There are several studies of the phenomenon conflict and various measures have been used.

According to Duarte & Davies (2003) one of the most frequent studied state of conflict is

manifest (conflict is perceived to exist). The conflict is measured by first identifying major

areas of disagreement and the asking the stakeholder to rate them in terms of the perceived

amount of conflict (ibid.). In this paper the disagreements, the incidents of conflict, will be

collected from 3 dyads, and stakeholders from the dyads will be asked to rate them within a

set of governance mechanisms.

2.3 Use of governance mechanism

In identifying and explaining where the origin for cause of conflict arises from, the

characteristics of governance mechanism are applied because they can indicate the origin of

conflict. Use of governance is the means by which order is accomplished in a relationship in

which potential conflict threatens to undo or upset opportunities to realize mutual gains

(Williamson, 1999) . Said in other words governance between business partners refers to the

mechanisms in a relationship that guide the parties' behaviour with the aim of fulfilling some

common objectives (Liu et al., 2009)

Theoretical basis for this paper is the assumption of that events of conflicts in the buyer- seller

relationship, are related to authority or trust (Vaaland & Håkansson, 2003).

According to Våland (Vaaland, 2002b) use of governance mechanism characteristics will

identify the point of origin of the conflict. And if a conflict in a dyad primarily is associated
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with one of the two governance mechanisms one can assume that the weaknesses in that type

of governance mechanism is the main source for the emerged conflict.

Critical events from 3 dyads will be assets by using two selected constructs. This will provide

a basis for analysing where the origin for cause of conflict arises from in a buyer- seller

relationship. Constructs chosen for the assessment is formal and informal governance

mechanism (Vaaland, 2002b). The approach is if the majority of conflicts arise due to lack of

formal/ informal governance mechanism, then it could be beneficial for the business

relationship to focus on improving the identified area. The approach has been used in a wide

range of research but the constructs have varied in labelling, informal governance mechanism

is often defined as relational governance mechanism.

The formal agreement between the parties, the contract, is regarded as the incentive of

authority and in this study interpreted as part of the formal governance mechanism construct.

The buyer and seller are bound together in a contract, the formal framework of the

relationship. A contract is defined as; to enter into or make a contract. From the Latin word

contrahere, to draw together, bring about or enter into an agreement (Domberger, 1998).

Contracts are used explicitly to stipulate the course of action to be taken in the event of

unforeseeable situations, and are intended to provide a safeguard for minimizing losses arising

from the inherent hazards of exchange faced by both buyer and seller (Williamson, 1989).

Yu (2006) discovered in their research that the formal governance mechanism dominate the

buyer- supplier relationship. Also a common apprehension is that the formal contracts actually

undermine trust and thereby encourage the opportunistic behaviour they are designed to

discourage. But in newer research done by Zhang & Zhou (2013) it is asserted that scholars

not have reached a consensus on the joint effect of formal and informal governance.

However, the existence of trust between two partners can help to facilitate joint planning and

problem solving and can help to create a stable and committed relationship. Trust is

frequently considered to be the positive expectations one party has about another party’s

intentions. That is, trust is one party’s confidence in another’s goodwill (Yu et al., 2006).

How the parties in a business relationship interpret incidents of conflict can be reviled by

using relationship constructs as formal and informal governance mechanism. Vaaland’s (2003)

conceptual model, figure 1 below, that show three elements that have an effect on how these
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incidents are interpreted by the parties in the business relationship. First, characteristics with

the parties play a role. Second, the business atmosphere between the project team (buyer side)

and the subcontractor (seller side) play a role. Last, the environment labelled “the oil

industrial network” in this figure, has a role towards the atmosphere and further in relation to

the participants.

Figure 1: Conceptual model

2.4 Informal governance mechanism

Informal governance mechanism are related to the social dimension (Vaaland & Håkansson,

2003) in the buyer- seller relationship. Relationship quality is a construct that represents the

overall direction and strength of the buyer–supplier relationship (Prince et al., 2016)

Examples of informal governance mechanisms are lack of informal communication across

boundaries, lack of ability to see new possibilities in improving project activities, lack of

willingness to take risk together with opposite party, no predefined rule or routine could

present the event from emerging and lack of mutual trust (Vaaland, 2002c).

Trust is the foundation for personal connection, for developing mutual understanding and for

a relational identity (Vaaland, 2002b).

Trust is an important concept in understanding expectations for cooperation and planning in a

relational contract (Dwyer, Schurr, & Oh, 1987). And relationship quality is a construct that

represents the overall direction and strength of the buyer–supplier relationship (Prince et al.,

2016).
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Dissimilarities can be a contributor to mistrust and people sharing such dissimilar

characteristics are assumed to hold dissimilar beliefs. And according to Prince (ibid.) this can

lead to conflicting interactions during exchange of views and attitudes, and could then

reinforce emotional instability, and offer doubt, uncertainties, and question of the validity of

their counterparts’ view. Further, disagreeable interaction can bring mutual misunderstanding,

while increasing stress and anxiety. The outcome will be more less comfortable and

unpleasant relationships (Prince et al., 2016)

Li et al. (2010) describes trust in a business relationship as help to overcome the

incompleteness a contract has. As a contract cannot specify all types of useful and needed

information required to optimize exchange performance, trust will encouraging the exchange

of contractually unspecified items. Li et al. (2010) describes that the parties are willing to go

beyond contractual stipulations because of normative conventions underlying trust-based

relationships, such as feeling obliged to provide accurate, timely information.

Conflicts associated with lack of informal mechanism are likely to be solved by improving

social interaction and the parties mutual understanding of each other (Vaaland & Håkansson,

2003). One can assume that the basis for opportunistic behaviour will decrease as the parties

gain more trust in each other and that the dissimilarities in the relationship known and

respected.

Another key determinant of informal governance is according to Poppo and Zenger (2002)the

duration of time that the two parties have worked with one another because a history of trade

is necessary for the development of relational norms.

2.5 Formal governance mechanism

Lack of formal governance highlights the importance of contracts between companies and the

formal rules to safeguard against opportunism and conflict. Formal governance are in some

studies referred to as contractual governance (Cao & Lumineau, 2015). Cao and Lumineau

(2015)exemplified formal (contractual) governance as define outputs to be delivered, specify

monitoring procedures, and detail duties, rights, and contingencies. In this paper authority and

requirements described in a contract is also regarded as formal governance mechanism. Lack

of formal governance can be events primarily associated with lack of precision or

understanding of contract or specification/ standards, better monitoring and control would

prevent the event from emerging, procedures and routines are important, but not sufficient to



11

prevent emergence of events and events should be reduced to a minimum in order to keep

high project efficiency and effectiveness (Vaaland, 2002c)

Conflicts associated with lack of formal governance might arise due to lack of contractual

details, unclear formal procedures or unawareness of predefined patterns of behaviour

(Vaaland, 2002b)

These types of conflicts are perceived as problems that should be avoided (ibid.).Williamson

suggested that appropriate contracts might mitigate an accusatory relationship between

cooperative partners(Williamson, 1989).

Yu (Yu et al., 2006) discovered in their research that the formal governance mechanism

dominate the buyer- supplier relation.

However in newer research done by Cao and Lumineau (2015) they discovered that informal

governance can complement formal governance by creating new contractual mindset.

2.6 Importance

The participant’s perception of importance of an incident of conflict and the type of

governance mechanism associated with the incident of conflict, could there be a connection or

an impact between the two?

Vaaland (2002b) found in his research that the most important incidents have financial

consequences. And therefore leads to a formal pattern as it is easier to claim payment within a

formalized governance structure. Mapping the participant’s perception of importance for the

incidents could reveal if Vaaland’s finding also are valid for this study. In addition to

affecting the results it could also have an effect on the input used as a basis for this study.

Meaning items logged in the experience reports are presumable logged because the writer of

the report perceives them as important. Some of the inputs used in this study are form formal

correspondence and this type of communication normal concerns items that could have an

economic effect.

The participant perception of importance for the incidents could have an effect on how they

rate the governance mechanism, especially if they are in doubt with regards to the cause of the

incident. Because some incidents could be perceived as not important when occurring once

however upon frequent reoccurrence the impact would be greater and result in financial
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impact and therefor regarded as caused by lack of formal governance. But by rare occurrence

it does not have such impact and is therefore regarded to be caused by lack of informal

governance mechanisms.

In the questioner used in the study participants will be asked to rate their perception of

importance for the incident of conflict from low to high, and a scale of 1 to 5 will be used,

were 1 is low and 5 is high importance. Looking at the correlation between the governance

mechanism and the importance could give an indication of a relationship between constructs.
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3. Design and Method

The object is to perform a case study where various incidents will be mapped and then having

participant from the dyads rate the incidents against two sets of chosen governance

mechanism. The outcome will be analysed towards chosen literature.

3.1 Design

The case study in this paper is descriptive and formed by qualitative empirical data in an

inductive design. The paper could also be regarded as exploring, as it might give new

knowledge in area where there is little prescience.

The context of this paper is a complex project in the oil industry, where 3 dyads have entered

into fabrication contracts (FC Contract).

Figure 2: The Dyads

The empirical research undertaken for this paper was done by collecting incidents from

experience reports and registered formal communications from the dyads. The selected

incidents are then applied in a questioner used in a structured interview with stakeholders

from the dyads, where they are asked to grade the incidents. In order to secure that the

incidents are understood by the stakeholders, the writer will read them for the participants.

However it’s important that the interview do not turn out to be a discussion about the content

of the incidents.

The process set out in this paper is firstly to define the research question and then collect the

incidents. The sellers will be invited to join the study and asked to issue their experience
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report via letters. Information from the buyer’s side is accessible to the writer as an employee

in the buyer company. The buyer’s representative in the Edvard Grieg project is supporting

the writer towards the sellers and with information about the project. Chosen theory and

methodology shall be connected to the incidents in the analyse part of the discussion chapter.

All collected information and theory shall mount out to a conclusion which should answer the

research question. The flow diagram below show the overall processes of this paper.

Figure 3: The research process

3.2 Research setting

The method and execution of this study is inspired by the published work of Vaaland in

Emergence of conflicts in complex projects (Vaaland, 2002b).

The empirical research undertaken for this paper was done by using data from experience

reports and registered formal communications in the dyads.

Data was collected by use of experience reports from both buyer and seller from one dyad. On

the buyer side data from experience report was the main source, due to two of the three dyads

not having an experience reports data was collected form registered formal communication

between seller and buyer, i.e. formal e-messages and formal letters.

The constructs lack of formal and informal governance mechanism have been conceptualised

and successfully applied by Vaaland & Håkansson in their study of interorgainzational

conflict in complex projects (2003). For exemplifying formal and informal one can look to

Vaaland (2004) where formal can be associated with lack of routines, plans, contractual

details, and informal is associated with words like in- flexibility, inability to handle the

unforeseen and trust.
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3.3 Collecting data

A letter was issued to all three sellers asking if their experience report from the Edvard Grieg

project could be made available for the writer. Response in writing was received from one of

the sellers, two of the sellers communicated verbally that they did not have any experience

report form the project in question. On the buyers side there was an experience report

covering all three dyads made available for the writer. In order to ensure input from all sellers’

data was collected from buyer’s communication database, containing e- messages and letters

from the sellers sent to the buyer.

A total of 105 incidents were collected and 29 were selected for use in this paper. The chosen

incidents are a mix of incidents identified by both parties and incidents only identified by

either buyer or seller. The incidents have been sharpened by the writer to enforce the

underlying dimension in the incidents, this information was given to the stakeholders in the

dyads avoiding the risk of new conflicts arising.

Selection of incidents was made by using three criteria’s. Firstly incidents that indicated a

perceived disagreement from either buyer or seller’s side, secondly incidents that was

repeated and stated by both buyer and seller. Thirdly it was important that all dyads are

represented with incidents picked from their relationship.

Stakeholders from all three dyads will, in the presents of the writer, one party at the time,

grade the incidents according to two sets of parameters, informal/ formal governance and

importance (high/ low). In order to secure that all stakeholders have the same comprehension

of informal and formal governance an example will be used.

3.4 Organizing and analysing data

Incidents collected are gathered in an excel spreadsheet and copies are made for use to each

interview. Criteria’s for classification of all collected incidents are based on Vaaland’s

definitions (2004). First the incidents are classified with regards to the perceived association

with lack of formal versus informal governance mechanism, and secondly the perceived

importance of the incident. The criteria were measured in a five- point scale, with value 1 as
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pure informal governance and value 5 as pure formal governance, with importance ranging

from 1, lowest importance, to 5, highest importance.

Determining who to assess the importance of the incidents is challenging. The perceived

importance of an incident will vary from individual to individual. It is influenced of

frequency and force. An incident can be perceived as being of great importance in a short time

perspective, however in the long run the same incident may be perceived as insignificant, and

vice versa (Vaaland, 2004). The issue was left up to the participants to define for each

interview. The item is further addressed in the chapter Discussion.

The results of from all interviews will be presented graphically to reveal dissimilarities

between the different stakeholders in all dyads. In addition the correlation between the

constructs, the dyads and the three connections will be calculated to address the relationship

between the different factors. Correlations between cause of the incident and importance

could give valid information to if there is a link in the more important an issue is perceived

the more tendencies towards formal governance, as research indicates that the most important

incidents have financial consequences (Vaaland, 2002b).

The incidents are further organized into three main connections; deliverables connection,

resource connection and relational connection. In order to give an indication of the findings,

for each of the three main connections an average value is calculated and presented in a zone

grid as designed by Vaaland (2003) and shown below.

Figure 4: Zone Grid
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The outcome will be analysed towards the chosen literature. The result of the analyse should

indicate why the input from dyads might be conflicting and give an indication to what one

should increase focus on in the buyer- seller relationship.

3.5 Credibility and validity

In this paper multiple data sources were used to lay the grounds for a good qualitative

research. Converging findings from different sources increases, according to Yin (2013), the

construct validity. In order to achieve internal validity and credible findings, and not spurious

connections, methodology from Yin (2013), were applied.

It is important to protect the interest of the participants (stakeholders from the dyads),

discretion and diplomacy were keywords in the process. The participants were informed about

the purpose of this paper and to what extent the paper would be available for the public. No

restrictions were given by the participants.

The purpose of this paper is to create understanding of a social phenomenon (were the origin

for cause of conflict arise from in a buyer- seller relationship) and creating credibility is

therefore crucial. According to Stenbacka (2001) credibility in qualitative research is created

when the informants are part of the problem area and if they are given the opportunity to

speak freely according to their own knowledge structures. Information was collected from

dyads and people from the same dyads were interviewed, thereby creating credibility as

people from the dyad would be defined as strategically well- chosen informants, as described

by Stenbacka (2001). To obtain the external validity in this paper focus has been on the

quality of the literature, good quality gives room for using analytical generalizations.
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4. Results

In this chapter the result from the study are presented. The questioner applied in the

interviews is the source for the results. Three dyads was invited to participate in the study, ref.

figure 2 in chapter 3.1 and response where received from two out of threes dyads.

Subcontractor VISTAL did not answer to the enquiry, consequently three parties gave input

on the questioner (MPG, CRIST and KST), and this implies that the results potential has a

25% error margin.

The hypothesis in this paper was to find out if there is a clear root cause for the origin of

conflicts in a business relationship. The root causes were defined as a set of governance

mechanisms, formal and informal governance mechanism. The participants were asked to rate

their perception of the cause of origin of the conflict in a scale of one to five, where one

would be due to informal governance and five due to formal governance, the participants were

also asked to rate their perceived importance of the incident in a scale of 1 to 5.

If the cause of origin for a conflict is rated in the higher end of the governance scale, that

would indicate the conflict arising due to lack of formal governance in the relationship. And if

the rating is in the low end of the scale this would indicate the cause of conflict being due to

lack of informal governance in the business relationship. The results from the questioner for

the cause of origin to the conflict have been plotted in to a spreadsheet and results from the

seller’s (subcontractor) side have been added up in order to give a clear buyer- seller

perspective. Result displayed in figure 5 below show a relative spread result. The majority of

incidents are rated at the higher end of the scale 3-5 and spread out in the balanced formal-

formal zone and the unbalanced formal- informal zone fairly evenly.
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Figure 5: Overall result- formal/informal governance mechanisms

This result contains the rating for all 29 incidents and analysing all these results to find the

root cause of conflict is not expedient for this study, because it is not the cause of a particular

incident that is the centre for this study, but it is the governance that dominates the reason for

conflict in the relationship. The correlation in the overall result between the sellers is quite

low r= 0,047, indicating a divergence in the sellers understanding and perception of the cause

of the incidents. Also incidents collected are not necessarily experienced by all the

participants and thereby effecting the score given by the participants. A source of error is also

that the writer might not have explained the concept of formal and informal governance

sufficiently and thereby creating a source for error.

The correlations within the dyads indicate the possibility of discontinuity as the results are

opposite each other. The correlation within dyad 1 (KST- CRIST) is r= 0, 30, meaning the

parties have scored the cause of the incidents quite similar with regards to lack of informal or

formal governance mechanism, and for dyad 2 (KST- MPG) the correlation coefficient is r=

-0, 05, the parties in the dyad are not in agreement as the correlation coefficient is negative,

indicating that the parties have rated the cause of incident on opposite sides. The is a gross

result and therefor to better focus and determined is this is the actual case I have chosen to

divide the incidents into three main categories based on the connections of the incidents. This

will help to keep an elevated look at the incidents, not being distracted by small details of

each incident, and to have focus on some of the areas where conflicts occur. The categories

are the Deliverable connection, the Relational connection and the Resource connection as

displayed in figure 6 below.

The Deliverables Connection concerns mostly incidents of conflict that arises due to lack or

faulty delivery of materials and drawings from buyer to seller.
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The Recourse connection concerns the parties use and priority of their man power, resulting in

conflicts because it is not in line with the opposite parties expectations.

The Relational Connection mostly regards the communication between the parties in the dyad,

with lack of communication or misunderstandings not addressed.

Figure 6: The three categories of connections

Finding the correlation between the result from buyer and seller is helpful because it can

reveal a relationship between the results. A positive correlation indicates the extent to which

the results increases or decreases in parallel. A negative correlation indicates the extent to

which a result increases as the other decreases. The correlation for each dyad is calculated for

each of the categories and displayed in figure 7 below.

Figure 7: The correlation of connections in the dyad

The results for dyad 1, CRIST and KST, are showing a positive correlation for the

Deliverables and Relational connections, meaning the parties have scored the cause of the
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incidents quite similar with regards to lack of informal or formal governance mechanism. For

the Recourse connection the parties in the dyad are not in agreement as the correlation

coefficient is negative, indicating that the parties have rated the cause of incident on opposite

sides of the formal/ informal midpoint.

The result for dyad 2, MPG and KST, is distinguished by much weaker correlation than in

dyad 1. In the Deliverables connection the correlation coefficient r=0, indicating that there is

no association of correlation. Meaning there is no linear relationship between the participants

rating of the incidents, some incidents have the same rating and some vary. The Resource

connection has a negative correlation, indicating the parties have rated the cause of incident

on opposite sides of the formal/ informal midpoint. The correlation coefficient is a “low”

negative indicating that the deviation in the ratings is not a steady opposite. In some of the

incidents the parties agree to the cause and in some instances they only deviate with one point.

The result for the Relational connection is a positive correlation, meaning the parties have

scored the cause of the incidents quite similar with regards to lack of informal or formal

governance mechanism.

In order to emphasize the result in a buyer- seller perspective the results are also displayed in

a grid with the seller side combined as one. The results from the seller’s side have been added

together and divided in two to create one unit. The average result for the cause of the

incidents from seller’s side and buyer’s side are figuratively display in a grid with the

parameters of informal/ formal governance.

Figure 8: Buyer- Seller perspectives on cause of incident

Figure 8 show that the Relational and Deliverables connections are in the balanced formal-

formal zone. Buyer and seller place the origin of conflict due to lack of formal governance for
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these types of incidents. This result coheres with the correlation coefficient for both categorise

in both dyads. The Deliverables connection is weaker in formal governance than the

Relational connection. The Resource connection is placed the unbalanced zone formal-

informal due to buyer and seller (Contractor and Subcontractor) not being in agreement on the

origin of these types of conflicts.

Summing up there seems to be an agreement between buyer and sellers for the origin of

conflicts related to issues of deliverable and relational incidents, this is supported by the

correlation found in each dyad and the combined results displayed in figure 8. The overall

results in figure 5 could be challenging to analyse as there are 29 different incidents, and as

the hypothesis for this study is not to find the cause of conflict for 29 particular incidents but

the cause for the origin for conflicts in the business relationship, the results in figure 5 will not

be focused on further in this paper.

In the questioner the participants were asked to rate the importance of each finding in addition

to the cause. They were asked to rate the importance according to their own perception of the

incident. The reason for including this item in the questioner was to see if there was a pattern

between the perception of importance and the cause of the incident.

Figure 9: Perception of Importance High/ Low

This figure display an interesting picture as the results are opposite placed in the balanced/

unbalanced zones compared to the result in figure 8. The displayed agreement in the origin of

conflicts for Relational and Deliverables connection is not incidents buyer and sellers agree

upon the importance of. The sellers have in average rated these to be of low importance and

buyer sees them as high in importance. Conflicts due to Relational incidents are buy both

parties regarded as high in importance.
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Looking at the correlation within dyad 1 it indicates that there is a positive correlation for the

Deliverables and Relational connections, meaning there is a linear relationship in the ratings

given by the parties, but it does not say anything about where on the scale the ratings are. The

Resource connection has a negative correlation indicating that there is a relationship between

the ratings where one of the ratings increases as the other decreases, and vice versa. In the

ratings given for Dyad 2 all the categories has a positive correlation coefficient were r≈ 0,5 

figure 10 below, meaning there is a linear relationship in the ratings.

Figure 10: Correlation within the dyads for importance of the incidents

Summing up it appears to be mostly a positive correlation between the ratings given, however

as displayed in figure 10 above there is a disagreement between buyer and sellers on the

importance for most of the incidents. This result will be locked at further in the next chapter.

The results from cause of incident and the perceived importance of the incidents is opposite

each other, it is therefore interesting to look at the two parameters together. Result for cause

and importance is displayed below.

In the figure below the results from all three parties have been combined, not sorting the

incidents in categorise, for cause and importance, this was done by adding the ratings for each

incidents and then dividing the sum with three, all numbers where then plotted in a graph. The

result is display in figure 11 below. The figure displays a result of the higher the perceived

importance the higher the tendency towards lack of formal governances, this result will be

further looked at in the next chapter.
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Figure 11: Results from perceived importance and cause combined

Splitting up the results in the different connections for each of the participants, will that affect

the link between importance and cause? The correlation between the perceived importance

and cause of the conflict for each of the participants is displayed in figure 12 below.

Figure 12: Correlation between perceived importance and governance mechanism

The correlation coefficient on the buyer’s side is positive indicating that there is a link in the

higher perceived importance the higher tendency towards lack of formal governance. On the

sellers sides the result is a bit more spilt with regards to conflicts due to deliverables. Seller

MPG has no correlation in the rating for perceived importance and cause of the incident,

meaning there is not a clear connection in a conflict being perceived as high or low in

importance and if it is caused by lack of formal/ informal governances. Seller CRIST is of the

opinion that the incidents are due to lack of formal governance but not perceived to be of

importance, resulting in a negative correlation. These results will be further investigated in the

discussion chapter.

Summing up, I have decided to take a further look at four results. These are the results of the

correlation factor and the balanced- unbalanced zone for the cause of incidents. The result of

perceived importance per categories in the zone grid and as a correlation, and finally the two

results combined perceived importance and cause of incidents. It is important to take into

account the fairly small selection of participants and that the dyads are picked from the same

project, also that it has not been taken into account any experience from previous projects,

when reading the chapter of discussion.
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5. Discussion

In this chapter the results are discussed as a total and in separate issues, trying to answer the

research question; where is the origin for cause of conflict arising from in a buyer- seller

relationship, within a complex project.

The participant’s perception of the incidents importance affects the results quiet significantly,

as they are valued equally to the cause of the incidents in calculating the result. The

participant’s opinion on the importance of the incident is valid information when looking into

which area one should focus on for reducing/ eliminating the origin of conflicts. For example

if the participants rate the formal incidents as not important the recommendation should then

be to focus on the informal part of the relationship, and vice versa.

The main focus in this chapter is to analyse the results concerning the cause of the incidents

being due to lack of formal/ informal governance mechanism.

In this study information from previous project, from the same dyads, where not investigated,

although it could be interesting to learn if the same conflicts arises in every project the dyads

functions in. Conflicts could have effect in the project in a later phase and even in succeeding

projects. Use of experience of conflict from one dyad into other project dyads is dependent

upon the extent of organisational learning (Vaaland & Håkansson, 2003).

One of the sellers informed the writer that they do not make written experience reports.

Transfer of experience was depended on a person to person basis, meaning if new people

were introduced to the dyad loss of experience form past projects could be a fact. The other

seller informed of newly introducing the use of experience reports, applied for one earlier

project.

As the dyads have function in several projects earlier Walker’s finding, described by Vaaland

and Håkansson (2003), of mutual learning reducing conflicts because they are better

“bargainers” as they would know the others’ sides, priorities and accommodation levels are

quite relevant for the results in this study.

The participants in a complex project are to extent interdependent players, and this implies

that both parties do have power. A situation that could occur is that the seller reduces the
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project progress through manoeuvres beyond his contractual obligations, resulting in the

buyer using his power to exclude the seller for future business. In this perspective, both

parties have self- control of the decision areas. It is therefore a reason to believe that a more or

less balance of power (and self- control) increases cooperativeness and reduces the conflict

(Vaaland & Håkansson, 2003). If this is the case for the three dyads, is difficult to assess as

this study does not comprise data needed to make such verification. However, it is not

reported by any of the participant that the amount of conflicts is a problem or challenge and

taking the dyads history into account on could assume that Vaaland & Håkansson’s finding is

valid.

Other factors affecting the result could also be the organisations size, structure and strategy.

Large firms with large resources are more likely to dominate small firms. Also, interference

from third parties also affects the relationship between the buyer and seller (Vaaland, 2002a).

Examples of third parties are base organisations, buyer’s buyer (the oil Company), seller’s

suppliers, buyer’s engineering subcontractor etc. The possibilities of third party interference

have not been taken into account in analysing the results of this study. But the large firm

versus small firm challenge is valid for each valid.

5.1 Correlation within the Dyads

Looking at the results displayed in figure 10, there is a significant difference between the

correlations coefficient for the two dyads. One would expect quite similar results in the two

dyads as the scope is about the same, both sellers have the same buyer with the same

representatives and the projects were executed simultaneously. Could the factors, as displayed

in the conceptual model by Vaaland (2003) , ref. figure 1, contribute to such a difference in

the correlation? The representatives from buyer’s side are the same in both dyads and still it

could be huge differences in the cooperation and atmosphere within the dyads. Also the

environment surrounding each dyad could be different, factors like buyer’s financial situation,

order book, fabrication capacity, other ongoing projects and so on, give impact on the

surrounding environment. All these factors and others could affect how the participants

interpret the incidents (ibid), thereby contributing deviant results between the dyads.

The positive correlation in dyad 1 for the Deliverables and Relational connections indicates

the extent to which the results increases or decreases in parallel. This implies that the

participants have about the same perception of the origin for cause of conflict being due to
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lack of formal/ informal governance mechanism. The correlation factor does not indicate what

this perception is and therefor the results are further displayed in a zone grid in the next

section.

Incidents of conflict due to resources (The Resource connection) has the participants in both

dyads split, the correlation coefficient is negative in both dyads indicating that when one party

rates the incident as due to lack of formal governance mechanism the other party rates the

same incident as due to lack of informal governance mechanism. There could be several

different reasons why there is a difference in opinion for the origin of conflicts due incidents

involving resources, it is not perhaps the area that is the most clearest in a contract for such

scope. A common phrase in FC contracts is that seller (Subcontractor) shall plan and perform

mobilization activities to ensure that all milestones in the contract schedule is met. This item

will be further discussed in the next section.

5.2 Balanced zone

The results displayed in the zone grid in figure 8 display two types of perceptions, informal-

formal and formal – formal. The overall result shows a clear indication of the relationship in

the dyads being coloured by the balanced zone of formal- formal, the perceived cause of the

incidents is due to lack of formal governance mechanisms.

The relationship between the parties in the dyads is not a new one. The dyads used in this

study have a past relationship where similar work was performed by the seller. This could

have an effect on the results of the study since the participants in previous project could have

found a way of functioning together and they at this point in time they are familiar with each

other both culturally and methodically. Supported by Walker’s finding, as described by

Vaaland and Håkansson (2003), of mutual learning reducing conflicts because they are better

“bargainers” as they would know the others’ sides, priorities and accommodation levels. A

well written contract shall ensure and facilitate accomplishment of collective goals, the legal

and economic penalties for not fulfilling contractual requirements shall work as an incentive

for such accomplishment (Li et al., 2010). However, as the results indicate the majority of

conflicts arise due to the lack of formal governance mechanism between the parties, the

contract.

Results displayed in figure 8 in chapter 4 show the Deliverables and Relational Connections

in the formal balanced zone, indicating that lack of formal governance dominate the cause of
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conflicts in the relationship. This is in line with Yu (Yu et al., 2006) findings, as they

discovered in their research that the formal governance mechanism dominate the buyer-

supplier relation. The connections are placed in the mid- section of the scale (3-4). The

Deliverables Connection concerns mostly incidents regarding delivery of materials and

drawings. Example is item no. 47 in figure 6; late issue of temporary structure drawings and

pad eyes for loadouts, resulting in planned activities being postponed. Conflicts of this type

should be manageable as they can be identified to specific deliverables as materials and

drawings. The incidents could have occurred due to lack of attention and/ or handled as a

trivial matter.

Also, effects of such conflicts are described in the contract how they shall be handled and

what the parities are entitled to. Still, the situation of one of the parties in the dyad being a

large company with a lot of resources, with both contract managers and lawyers, could

contribute to an uneven situation and leaving the seller with the shortest straw, as the buyer

would be better equipped to turn the situation to their benefit. This could result in

empowerment of the opportunistic side in seller’s behaviour, as they might feel mistrust and

unfairly treated and according to Prince the outcome will be more less comfortable and

unpleasant relationship (Prince et al., 2016).

The Relational Connection mostly regards commination between the parties in the dyad. An

example is item no. 26 in figure 6; Agreements made on actions in meetings, but lack of

response (slow reactions, and too little). The incidents in this connection are a mix of items

handled by the contract and items not directly found in the contract. Items like no.1, 41 and 65

are handled by the condition of contract in a standard fabrication contract. The scope handled

in the dyads in this study is fabrication of steel modules including pinning and painting. As

the scope is fairly easy-to-understand, being part of a big complex project (offshore topside),

the contracts are actually quite extensive and not usually changed. Våland (2002b) describes

problems, i.e. conflicts, that are associated with lack of formal governance as items that

should be avoided. If one can’t change the contract and the parties in the relationship are well

known with each other, why are these types of conflicts occurring and how can it be avoided

or should they be avoided?

Dwyer et al. (1987) found in their research a functional benefit of conflicts, which is more

frequent and effective communication between the parties and the establishment of outlets for

expressing complainants. Further benefits were a more balanced power distribution in the
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relationship and standardization of modes of conflict resolution. This view could help explain

why conflicts associated with lack of formal governance dominate the relationship despite the

parties knowing each other and seemly do not agree not contractual items as they would

benefit on the effects of the conflicts.

Looking at the incidents separately and not defined to categorise, the finding is that on both

buyer and seller’s side over 40 percent of the incidents were classified as to be due to lack of

formal governance mechanisms. The lack of formal governance mechanism indicates that the

participants in the studied dyads sees reasons for conflict arising from issues related to the

contract. This finding is in line with what Yu et al. (2006) found in their research, formal

governance mechanism dominating the buyer- seller relationship.

Another angel to consider is that the parties in their experience reports focus on conflicts that

are easy to identify as conflicts due to informal governance might be harder to explain. And

thereby would the input to this study be coloured by decisions taken when the reports were

made. Also, as one of the parties did not have an experience report the incidents of potential

conflict was gathered from formal correspondence, a forum normally used for handling

contractual issues.

An important note is that the results do have a potential 25% error margin as a seller in one of

the dyads did not contribute to answering the questioner.

5.3 Unbalanced zone

Figure 8 in chapter 4 displays the Recourse connection in the unbalanced zone formal-

informal. Buyer rates the incidents in average to be due to lack of informal governance

mechanism and the seller rates the incidents to be due to lack of formal governance,

indicating that buyer and seller is on different sides of the formal/ informal midpoint.

Some of the incidents in this category are details normally not found clearly described in a

fabrication contract (FC). An example is item 31in figure 6; Lack of manpower resulting in

difficulties to peak manpower when required. Contract requirements normally do not specify

how a seller shall organize his manpower. A common phrase in FC contracts is that seller

(Subcontractor) shall plan and perform mobilization activities to ensure that all milestones in

the contract schedule is met.
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Another example is item 33; Predictability of deliveries from Subcontractor's prefabrication

to low. Contract details and formal procedures in the contract typically do not describe

requirements for how seller (subcontractor) shall organize his fabrication sequence. Research

describes that lack of contract details and/ or unclear formal procedures could give grounds

for conflicts arising (Vaaland, 2002b). The question then becomes if such details should be

part of the contract and thereby minimizing the parties need for informal interaction, but and

give a more complex contract. As described by Li et al. (2010) contracts are necessarily

incomplete as they cannot specify all types of useful and needed information required to

secure the business relationship. Trust acts as a catalyser for the parties to go beyond

contractual stipulations and feel obligated to provide accurate, timely and valuable

information. The informal governance can according to Cao and Lumineau (2015)

complement the formal governance by creating a new contractual mindset. But the threat of

opportunism still remains, because the contracts are not significantly related to handle

opportunism. Performance is also a factor that maybe should be considered. Cao and

Lumineau (2015) introduce in their study a categorisation that could clarify how formal

governance, informal governance and performance are related to each other. This is a

direction that could be interesting for further studies.

The perception of lack of formal/ informal governance mechanism seems not aligned between

buyer and seller as displayed in figure 8 in chapter 4. This could be a result of the writer

might not have explained the concept of lack of formal and informal governance sufficiently

and thereby creating a source for error. Or, buyer and seller simply disagree to the reason of

conflict occurring. The results on the buyer’s side with an average rating of 2, 9 are relatively

close to tipping the scale and entering the balanced side and all incidents would be displayed

as due to lack of formal governance mechanism. If the buyer had changed one of their ratings

with 1 point the total result would end up in the balanced formal zone. This result could

contribute to dysfunctional conflicts that could be a threat to the business relationship

(Vaaland & Håkansson, 2003).

The number of participants in the study set a restriction on generalisation of the finding. If an

equivalent study had been performed with a larger number of participants the outcome might

be different. It is therefore important to take into account the setting of the study and the

number of participants.
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5.4 Importance

The participants from the dyads where asked to rate the importance according to their own

perception of the incident. The reason for including this item in the questioner was to see if

there was a pattern between the perception of importance and the cause of the incident. The

participants were not given more information regarding the incidents than the lines written in

the questioner and this could present a weakness in the results.

If the participant not has experienced the incident themselves it could be difficult to perceive

the extent and impact of the incident could have. Some incidents could be perceived as not

important when occurring once whoever upon frequent reoccurrence the impact would be

greater and hence the importance would be greater.

Also the participant’s background and experience play a role when rating the importance.

Experience from similar past projects indicates that culture would also play a role; the seller’s

being Polish and the buyer Norwegian.

The results of cause and importance give an interesting picture, as the results are opposite of

each other with regards to balance, reference is made to figure 8 and figure 9 in chapter 4.

There seems to be an agreement on the importance of the relation connection but a

disagreement for the cause being due to formal or informal governance mechanism.

According to Vaaland’s (2002b) findings, the most important incidents have financial

consequences. And therefore lead to a formal pattern as is easier to claim payment within a

formalized governance structure. This finding is supported by the result of this study and

experience sheared with the writer from both buyer and seller.

5.5 Importance and governance mechanism

The result from comparing the relationship between perceived importance and governance

mechanism reveals a positive correlation (r ≥ 0) for the total result. The higher the perceived 

importance the higher the tendency towards formal governances, revealing a correlation

coefficient of r= 0,808 for the total study. Results displayed in figure 11, the zone grid of

importance and cause, display the finding. In this grid all ratings from all dyads has been

combined, focusing on the relationship between importance and cause. And the zone grid
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shows a clear indication of the more lack of formal governance mechanism the higher the

perceived importance.

Looking into the results per company, reveals a difference in perception between both the

buyer and seller and also among the sellers. On the buyer’s side (Contractor) the overall

calculated correlation between importance and formal governance is positive (r ≥ 0) with a 

correlation coefficient of r= 0,478. The result for seller MPG is correlation coefficient of r=

0,414 and for seller CRIST a correlation coefficient of r= 0,216. This reveals that the buyer

has a stronger perception of importance for conflicts associated with lack of formal

governance than both the sellers. However, there is a significant difference in the results on

the seller’s side. The overall result indicates that CRIST (r= 0,216) has a lower perception of

importance for conflicts due to lack of formal governance.

The correlation coefficient’s support the results displayed in figure12 in chapter 4, correlation

per connection. Here it is clear that particularly the deliverables connection creates the largest

deviation in the seller’s perception of cause and importance, incidents of conflict caused by

lack of formal governance mechanism is not necessarily perceived as important. The type of

compensation mechanism between buyer and seller could have an effect on the seller’s

perception of importance for these types of incidents. These contracts are reimbursed by

measurement, meaning the seller’s get paid per weight of installed materials. And if the

majority of incidents in this category don’t impact the measurement, it could offer an

explanation of why they are not perceived of significant importance. On the buyers side it is a

tendency for the more lack of formal governance mechanism the higher the perceived

importance, the resource connection that has the largest gap between cause and importance. A

reason for this could be that these incidents do not concern the economy for the buyer, but

several of the incidents are related to HSE and that could affect the rating of importance. The

HSE aspect could also be a contribution for the sellers ratings, as their results for the category

show a tendency towards more lack of formal governance mechanism the higher the

perceived importance.

Taking into account the limitations described in earlier sections, the buyer perception due

indicate that important incidents have a tendency towards lack of formal governance. This is

in line with information given by the participants and information found in the experience

reports. Buyer (Contractor) could connect the conflicts as causes to potential delays in
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progress that could result in delayed delivery. This would have an effect on the total project

outcome both on the commercial side and the reputation, due to delayed delivery.

On the seller side the result is more ambiguous as the result show a disagreement between

MPG and CRIST in the perception of importance of the governance mechanism, especially

for the deliverables connection. However the result for both the resource and relational

connection show an agreement on buyer’s side of important incidents having a tendency

towards lack of formal governance.

Summarizing the findings, they indicate, on both buyer and seller’s side, a relationship

between the importance of a conflict and the origin for cause of conflict. The results show that

the higher the perceived importance the higher the tendency towards lack of formal

governances. This result is not in line with Vaaland’s (2002b) findings, where threats of lack

of informal governance were identified as a major reason for conflicts in a business

relationship. There are several reasons for why the result of my study has the opposite result

of Vaaland. Firstly, there is a 15 year difference in when the studies were performed, and

there have been several significant changes in the whole industry trough out these years. One

of the changes that could have had direct impact on my study is the focus and handling of the

contractual side of the business relationship. It is a stricter regime in both setting and handling

the projects with regards to the requirements implemented in the contracts, compliance

requirements and fear of corruption have been significant contributes. Other factors are

selection and coincidences. The selection in this study is fairly small compared to the

selection in Vaaland’s study, and that has a clear significance. If my study were to be

performed with a larger selection the outcome could be different, however the tight

connection between the dyads would not be upheld as there are few projects, in the oil

industry, with even more dyads having the same basis. I would therefor argue for the validity

of my study with regards to the involved parties being able to learn for this result and

implement corrective actions.

5.6 Managerial Implications

The major finding in this study is that the origin for cause of conflict lies in lack of formal

governance mechanism. This is information that both buyer and seller can utilize in new

upcoming projects, because it can contribute to prevent and possibly eliminate potential costly

conflicts, resulting in saving both time and money for all parties in the relationship and
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increasing the ability to compete for new projects. The result indicates that both buyer and

seller could benefit from a contract review prior to signing the contract, this in order to be

more aligned prior to applying the contractual requirements.

For Kvaerner’s part the results could be used for verifying if there is need for strengthening

the site team that handles the contract towards the Polish Subcontractor’s, but also to

considered utilizing experience reports from previous project. Creating contingency in the

team handling these types of contracts would also be beneficially, as this would strengthen the

relationship with the seller and create a balanced atmosphere, consequently altering how

incidents of conflicts are interpreted by the seller (Vaaland & Håkansson, 2003).

The results from this study should be beneficial in terms of utilizing experience into new

project for the Polish Subcontractors. The results are valid information as it gives the sellers

insight in how the buyers perceive the different incidents, this could be both educational and

an opportunity to decrease the amount of negative incidents potential leading to conflicts.

Putting effort and focus on improving the identified weakness could contribute to fewer

conflicts and a healthier relationship securing cooperation for future projects.

An important discovery is the gap between MPG and KST in their apprehension of

importance for the incidents of conflict, this is information I would recommend being utilized

by the parties.

5.7 Limitations

Kvaerner has in previous similar projects outsourced the same type of work to the three Polish

companies. As this has become a standard project execution model for fabrication of topsides

in Norway, I would argue that choosing this particular project is not putting any limitations on

relevance for the case study. However, as I am employed by Kvaerner (as informed to all

participants) in the Contract department, this could have a negative effect on the level of

honesty and trust in the process of delivering data and in the interviews. But it could also be

perceived positive as this could give the participants the opportunity to affect how Kvaerner

handles the upcoming projects. A mitigating action was to make sure that data selected for the

interviews represented equal amount of incidents from all dyads.

The three polish companies where contacted via letters by the writer, informing of the study

and asking for their participation, response was received from two of the companies. The
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analyses should have been based on input from four parties, but one seller didn’t respond and

this could have affected the outcome, giving a 25% error margin in the analysis. Reasons for

the seller not responding could be several, it could be that they didn’t see it as beneficial to

participate or they simply did not have time to spare. Also, the relationship from the previous

project might not have been a god experience for the seller, ergo not something they would

like to go back to. Another reason could be changes in staff as participants in the Edvard

Grieg project might have been replaced.

Language does present a challenge/ limitation in this case study, as three of the parties in the

study nationality is Polish and their English language is somewhat limited and the fourth party

being Norwegian, also not having English as their native language. The situation left room

for misunderstandings and miscommunication. A measured taken to prevent as much

misunderstanding as possible was that the writer travelled to the three Polish Subcontractor’s

and sat together with them for the rating of the incidents.

Case studies do have challenges when it comes to generalisation as the only certainty comes

from the informants and the case one has studied. However an advantage of supplementing

the existing qualitative research is that one can go in depth to seek greater understanding

about causal explanations from other studies. That is why case studies like this one also are

interesting in a research perspective because it can point the direction for larger studies, and/

or provide greater insights.
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6. Conclusion

The setting for this study was the Edvard Grieg project, an EPC contract awarded to Kvaerner

AS by Lundin Norway AS. The fabrication of steel sections for this project where outsourced

by Kvaerner AS to three Polish subcontractors. The empirical research undertaken for this

paper was done by using data from the three dyads (Kvaerner and the Polish Subcontractors).

The setting for the three dyads is characterized by limited duration and cost constraint, the

overall projects progress is dependent on timely deliveries from the Polish Subcontractors.

And an inevitable part of such settings, are negative incidents that can lead to conflicts. The

research question was therefore; where is the origin for cause of conflict arising from in a

buyer- seller relationship.

Answering this study’s research question is not a clear cut case, the results show the

relationship in the dyads are fairly dominated by lack of formal governance mechanism. A

result that complies with some of the existing literature, however it is not with the finding of

Vaaland (2002) whom this paper’s method and execution is inspired by. Incidents of conflicts

due to lack of informal governance mechanism is minor in the results of this study, a possible

reason could be the history the dyads have and the duration of time the dyads have worked

with one another, as they had all worked together in several previous projects.

The participants were also asked to rate their perception of the importance of the incidents, as

this could affect their perception of the incident being due to lack of formal/ informal

governance mechanism.

The results reviled that the higher the perceived importance the higher the tendency towards

lack of formal governances and conclusion of this study is that lack of formal governance

causes the majority of conflicts in the buyer- seller relationship. It would be beneficial for

both buyer and seller to put focus on and strengthen the formal connection of the relationship,

as this could possibly prevent and eliminate potential costly conflicts, resulting in saving both

time and costs and increasing the ability to compete. This could also result in a better quality

of the relationship within the dyads and affect the decision of prospective business between

the parties.
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It was not perceived by the writer or expressed by the dyads that the amount of conflicts is

perceived as a problem in the relationships, a reason for this could be that the parties history

able them to utilize mutual learning reducing conflict because they know each other’s sides,

priorities and accommodation levels described by Vaaland and Håkansson (2003).

For further research I would support Cao & Lumineau’s (2015) recommendation of instead of

studying formal and informal governance as two constructs, to study how the nature of each

facet of governance mechanisms enable firms to interpret and process information differently.

As the different contractual dimensions may specially influence the way information is

interpreted and how the buyers and sellers make sense of its importance (ibid).
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Attachment 1 Letter to MPG

Mostostal Pomorze S.A

ul. Marynarki Polskiej 59

80-557 Gdansk

Att:

Experience report from Edvard Grieg Project

Dear Sirs,

My name is Hege Skram, I’m employed at Kvaerner AS in the Contract Department, and

currently I’m working on my Master Degree in business, MBA.

In finalising my degree I’m writing a master thesis, the focus is to understand where

unforeseen incidents occur in the business relationship between buyer and seller seen from

a contractual standpoint.

In that respect, I would like to ask you if I could get a copy of your experience report form

the Edvard Grieg project?

This would be tremendously helpful in giving my master thesis a realistic perspective and

also creating a better understanding for the subject.

All information found and used form the experience report will be depersonalized.

Information will also be collected from Kvaerner’s experience report.

If you have any questions please do not hesitate to contact me.

Thank you in advance.

Best regards

Hege Skram

Mob: +47 922 849 34

hege.skram@kvaerner.com

mailto:hege.skram@kvaerner.com
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Attachment 2 Letter to CRIST

CRIST Offshore Sp
ul. Czechoslowacka
81-336 Gdynia

Experience report from Edvard Grieg Project

Dear Sirs,

My name is Hege Skram, I’m employed at Kvaerner AS in the Contract Department, and

currently I’m working on my Master Degree in business, MBA.

In finalising my degree I’m writing a master thesis, the focus is to understand where

unforeseen incidents occur in the business relationship between buyer and seller seen from

a contractual standpoint.

In that respect, I would like to ask you if I could get a copy of your experience report form

the Edvard Grieg project?

This would be tremendously helpful in giving my master thesis a realistic perspective and

also creating a better understanding for the subject.

All information found and used form the experience report will be depersonalized.

Information will also be collected from Kvaerner’s experience report.

If you have any questions please do not hesitate to contact me.

Thank you in advance.

Best regards

Hege Skram

Mob: +47 922 849 34

hege.skram@kvaerner.com

mailto:hege.skram@kvaerner.com
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Attachment 3 Letter to VISTAL

VISTAL Gdynia S.A

ul. Hutnicza 40

81-061 Gdynia

Experience report from Edvard Grieg Project

Dear Sirs,

My name is Hege Skram, I’m employed at Kvaerner AS in the Contract Department, and

currently I’m working on my Master Degree in business, MBA.

In finalising my degree I’m writing a master thesis, the focus is to understand where

unforeseen incidents occur in the business relationship between buyer and seller seen from

a contractual standpoint.

In that respect, I would like to ask you if I could get a copy of your experience report form

the Edvard Grieg project?

This would be tremendously helpful in giving my master thesis a realistic perspective and

also creating a better understanding for the subject.

All information found and used form the experience report will be depersonalized.

Information will also be collected from Kvaerner’s experience report.

If you have any questions please do not hesitate to contact me.

Thank you in advance.

Best regards

Hege Skram

Mob: +47 922 849 34

hege.skram@kvaerner.com

mailto:hege.skram@kvaerner.com

