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The purpose of this paper is to create a conceptual model of constraints on business relationship reactivation after
bankruptcy-acquisition. Previous research has predominantly focused on contexts where positive aspects of
reactivation come to the forefront; accordingly, it is argued that more research is needed on elements con-
straining reactivation. A case study in the Swedish automotive industry is used to develop the model. The model
contributes to studies on business relationship reactivation by showing that during different relationship episodes

(ending, dormant and expected future episodes) it is possible to identify elements that constrain a subsequent
reactivation. In the empirical context of the study, these elements are unsettled debts, unilateral switching costs

and expected future losses.

1. Introduction

Business relationships are important assets built up through inter-
action episodes (actions and reactions), where past and expected future
events have an impact on actors’ present activities (Hakansson, Ford,
Gadde, Snehota, & Waluszewski, 2009; Johanson & Mattsson, 1985;
Medlin, 2004). For different reasons, actors will sometimes have to end
relationships (Halinen & Tahtinen, 2002; Tahtinen & Havila, 2019), and
relationships may then become dormant (Hadjikhani, 1996; Hadjikhani,
Lind, & Thilenius, 2012; Polonsky, Gupta, Beldona, & Hyman, 2010).
During dormancy, social (Havila & Wilkinson, 2002) and physical ad-
aptations (Hallén, Johanson, & Seyed-Mohamed, 1991) are sometimes
maintained. Because of costs related to developing new relationships, it
may be beneficial for actors to return to a previous business partner and
reactivate a relationship. If successful, this can facilitate fast access to
critical resources, while avoiding costly investments in new relation-
ships (Batonda & Perry, 2003; Giller & Matear, 2001; Poblete &
Bengtson, 2021).

Not all situations where actors meet again after a relationship ends
result in reactivations, however. Hurmelinna (2018) suggests the term
"re-encounter” for different situations where actors’ paths cross again,
acknowledging that these re-encounters can result in highly disparate
outcomes. Other than full reactivation, potential results include a slight
modification (reframing) of the previous relationship; one actor not
being interested in a reactivation and thus refraining from it, or one
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actor going so far as choosing to make retributions because of past
negative events during the episode leading to ending (ibid.).

Research has indicated that both constraining and enabling elements
for reactivation have their origins in three relationship episodes
(Anderson & Jap, 2005; Gidhagen & Havila, 2016; Hurmelinna, 2018).
In this paper, these relationship episodes (Gronroos, 2004; Holmlund,
1997) are referred to as the ending episode, the dormant episode, and
the expected future episode (cf. Hurmelinna, 2018; Poblete & Bengtson,
2021). When these episodes have been considered previously, focus has
been on positive elements. Positive elements, such as existing social
bonds or maintained adaptations, lead to mutuality between two actors
and enable reactivation. It has been acknowledged, however, that there
are both positive and negative consequences of a business relationship
ending (Pick, 2010), and that said consequences will also have an effect
on business relationship reactivation. Nevertheless, there still seems to
be a dearth of knowledge concerning constraints on business relation-
ship reactivation, and existing knowledge appears to be fragmented in
different streams of literature. For instance, Hurmelinna (2018, p. 123)
argues that there is a need for more studies of how different relationship
endings, not least negative ones, affect the subsequent re-encounter and
potential reactivation.

In this study, we therefore introduce a case context which can pro-
vide a more nuanced view of elements that constrain business rela-
tionship reactivation. The case concerns the attempt to reactivate a
relationship after what is here referred to as a bankruptcy-acquisition
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(cf. Moeller & Carapeto, 2012). In most jurisdictions worldwide, when a
company cannot pay its debts and is declared bankrupt by a court, a
bankruptcy estate becomes responsible for auctioning the company out
(Hart, 2000). Assets can be auctioned either in their entirety as a going
concern, or piecemeal (Madaus, 2018, p. 620). As the distinction be-
tween an acquisition of a bankrupt company’s assets or as a going
concern is not of primary importance in this paper, we have clustered
these two types of acquisitions together under the term
bankruptcy-acquisition.

A bankruptcy-acquisition is preceded by a period of stand-by be-
tween the declaration of bankruptcy and the eventual acquisition, dur-
ing which customer and supplier relationships can be considered
dormant (cf. Wadell, Bengtson, & /D%bcrg, 2019). As relationships are
costly to develop, many studies report that after acquisitions, new
owners are dependent on old, established relationships (Bocconcelli,
Snehota, & Tunisini, 2006; Degbey, 2015; Oberg, Grundstrom, &
Jonsson, 2011). That relationships can be dormant and in need of
reactivation has not been considered in past studies of relationships
connected to acquisitions, however (Anderson, Havila, & Salmi, 2001;
Havila & Salmi, 2000; Oberg, 2012). In earlier studies,
bankruptcy-acquisitions have been clustered together with acquisitions
of financially solvent companies (Anderson et al., 2001; Havila & Salmi,
2000; Oberg, 2012). Nevertheless, that the context of
bankruptcy-acquisitions commonly includes constraints on relationships
is a well-documented fact (Anderson et al., 2001; Obcrg, Henneberg, &
Mouzas, 2007; Oberg, 2008).

Based on the description above, the purpose of the study is to create a
conceptual model of constraints on business relationship reactivation after
bankruptcy-acquisition. The conceptual model is developed through a
case study in the Swedish automotive industry. In the case, a customer,
following a (horizontal) bankruptcy-acquisition, tries to reactivate the
relationship with the bankrupt company’s former major supplier.

The model developed is a first attempt to join the currently frag-
mented knowledge of constraints on relationship reactivation (Hurme-
linna, 2018) into a coherent whole. The model illustrates that during
different relationship episodes (ending, dormant and expected future
episodes) it is possible to identify elements that constrain reactivation.
The elements identified in the case, and illustrated in the model, are
unsettled debts, unilateral switching costs, and expected future losses.
Of these, the element of unsettled debts is especially conspicuous in not
having been addressed in past studies of reactivation. We also contribute
to management literature that commonly puts primary focus on the
advantages of returning to old business partners (Giller & Matear, 2001;
Mariotti & Delbridge, 2012; Ring & Van de Ven, 1994) by showing that
there are cases where actors may never ever get back together. In such
cases, it can be more advantageous to disregard sunk costs and look for a
fresh start with a new business partner.

The paper is structured as follows: below, we present literature on
business relationships and how constraints on reactivation emerge from
the ending, dormant, and expected future episodes. This is followed by
literature on relationships and bankruptcy-acquisitions. The theoretical
underpinnings are then summarised in an analytical framework.
Thereafter, the method and the case study are presented, and in the
analysis, the analytical framework is applied. Finally, these discussions
are followed by conclusions in terms of the conceptual model, contri-
butions, managerial implications, limitations, and avenues for further
research.

2. Business relationships and constraints

An active business relationship is commonly defined as an “interde-
pendent process of continuous interaction and exchange between at least two
actors in a business network context” (Holmlund & Tornroos, 1997, p.
305). Business interaction is thus an ongoing process involving episodes
of actions and reactions over time (Hakansson et al., 2009). Further-
more, episodes in relationships are composed of different smaller
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individual acts (e.g. phone calls, payments, e-mails). These smaller acts
make up the episodes, which can in turn be divided into larger sequences
of activities composing several relationship episodes (Gronroos, 2004, p.
104; Holmlund, 1997, p. 96).

Relationships exist in the present, but the constantly changing pre-
sent cannot be understood without considering past and possible ex-
pected future events (Medlin, 2004). Accordingly, an interaction
episode exists between two events in the past or in the future (Medlin,
2004). During interaction episodes, the structure of the relationship in
terms of adaptations between actors is constructed (Hallén et al., 1991).
In addition to adaptation processes (Johanson & Mattsson, 1987; Med-
lin, 2004), both social and economic exchanges are also central in
relational interaction (Ojansivu, Hermes, & Laari-Salmela, 2020; Vesa-
lainen & Kohtamaki, 2015).

Pure utilitarian economic exchange is just an impersonal discrete
transaction (Dwyer, Schurr, & Oh, 1987; Macneil, 1986; Snehota, 1990).
As relational exchange develops between two actors, however, social
exchange (Blau, 1964) built on moral obligations and reciprocity
(Gouldner, 1960) becomes important (Hakansson & Snehota, 1995;
Snehota, 1990). Such moral obligations include making and fulfilling
promises (Bradach & Eccles, 1989; Hakansson & Snehota, 1998; Mac-
neil, 1986). Fulfilling obligations is central for showing commitment
and goodwill (Anderson & Weitz, 1992: Dore, 1983; Ring & Van de Ven,
1994).

Even though relationships are often described as happy marriages
(Hakansson, 1982), they also have darker sides (Abosag, Yen, & Barnes,
20165 Jap & Anderson, 2007) that may constrain interaction. Within
sociology, constraints have been discussed in connection to network
forms of organization (Podolny & Page, 1998), specifically with regard
to constraints underlying network tie formation (Gulati, 1995), but also
as relates to constraints on the dissolution of ties (Podolny & Page,
1998). Furthermore, constraints have been discussed in connection to
network inertia, i.e., why relationships are not always ended when they
should be (Kim, Oh, & Swaminathan, 2006).

In line with Kim et al. (2006), many scholars report that relationships
may be constrained by past investments and interactions that hinder
companies’ potential actions (Easton & Araujo, 1994; Hakansson &
Snehota, 1995; Medlin, 2004). Unlike many others, Tahtinen and Vaa-
land (2006) discuss constraints in a more positive way, showing that
constraints, or in their terminology, attenuating factors for restoring re-
lationships (ibid.), can imply that it is more beneficial to keep business
partners than to end relationships. In the context of reactivation, how-
ever, a constraint is something negative that hinders an actor from
wanting to achieve a reactivation (Anderson & Jap, 2005; Hakansson &
Snehota, 1995; Hurmelinna, 2018). Nevertheless, we still have only
fragmented knowledge of elements that constrain business relationship
reactivation (Hurmelinna, 2018).

2.1. Constraints on reactivation

Based on previous literature, there are three episodes that are
important to consider when seeking to understand what constrains
reactivation: first, how a relationship is ended; second, what happens
when the relationship is dormant; and third, actors’ expectations of
future interaction episodes (Gidhagen & Havila, 2016; Hurmelinna,
2018). These episodes will be further elaborated on below.

2.1.1. Constraints on reactivation: the ending episode

A business relationship ends when there are no activity links,
resource ties, or actor bonds between two actors, but the ending process
or episode might start much earlier with, for example, the involved
actors assessing whether the relationship is worth continuing (Halinen &
Tahtinen, 2002).

The ending of a relationship can be either positive or negative for the
individual actors (Zhelyazkov & Gulati, 2016). A relationship can end
bilaterally, where both sides want to exit, or unilaterally, where only one
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side wants to exit (Pressey & Mathews, 2003). If both actors in a rela-
tionship want to end it, it is more probable that the termination will be
characterized by harmony and mutuality (Tidstrém & Ahman, 2006). If
the relationship ending is unilateral, it is more likely to be negative,
causing conflict (Alajoutsijarvi, Moller, & Tahtinen, 2000; Anderson &
Jap, 2005). In situations of conflict, or if a relationship is threatened,
suppliers may start to adapt their business to other actors (Halinen &
Tahtinen, 2002).

Contemporary research shows that the type of ending will have an
impact on possible and subsequent re-encounters (Gidhagen & Havila,
2016), because actors hold interpretations of selected events from the
past (Medlin, 2004, p. 187). If the events behind the relationship ending
were negative, there is an increased likelihood of a higher degree of
retribution when one actor tries to reactivate the relationship (Hurme-
linna, 2018).

When moral obligations established through social exchange are not
fulfilled, the reputation of the actor leaving will be affected and the
potential for receiving credit in the future will be limited (Blau, 1964, p.
97). An actor who was left may remember that the other actor has
betrayed them (Granovetter, 1985; Zhang, Watson Iv, Palmatier, &
Dant, 2016) or treated them unfairly (Kahneman, Knetsch, & Thaler,
1986). Such past treatment has been reported to leave “psychological
scars” that can impact future interactions (Anderson & Jap, 2005; Jap &
Anderson, 2007, p. 272). Furthermore, past negative events may create
sunk costs that are hard to disregard in a later re-encounter (cf. Brennan
& Turnbull, 1999, p. 482; Tahtinen & Vaaland, 2006, p. 15). Hurme-
linna (2018), p. 122) suggests that a re-encounter will always be
impacted by “the shadow of past interactions”. In particular, unplanned
endings are related to events that have a negative impact on a present
re-encounter (Zhelyazkov & Gulati, 2016). Hurmelinna (2018, p. 122)
proposes that full reactivation of a relationship is an unlikely outcome of
a re-encounter if the past ending was highly problematic.

2.1.2. Constraints on reactivation: the dormant episode

Relationships can be ended to a varying degree, however, and there
may still be considerable legal bonds (Harrison, 2004). Relationship
ending can thus be seen on a continuum, from complete ending to a
situation where there are still bonds and ties between the organizations.
The latter situation is commonly referred to as a dormant relationship
(Giller & Matear, 2001, p. 100-101; Polonsky et al., 2010).

How big an impact the dormant relationship period will have on a
reactivation seems to be closely related to the time span between the
ending and the re-encounter (Gidhagen & Havila, 2016; Pick, Thomas,
Tillmanns, & Krafft, 2016). For example, when a relationship is
dormant, new resources could be acquired, and actors could engage with
other partners in their network (Hurmelinna, 2018). Social bonds that
exist when a relationship is dormant (Havila & Wilkinson, 2002) will
potentially grow weaker over time as managers change positions
(Poblete & Bengtson, 2021).

As time unfolds, past adaptations (Hallén et al., 1991) built up
through costly investments are also likely to gradually break up, thereby
reducing switching costs (cf. Poblete & Bengtson, 2021). Switching costs
arise from adaptations that companies have made to each other over
time. For a company before bankruptcy, adaptations can be made
through investments in human assets on the individual level, such as
creation of expert knowledge regarding a partner’s production pro-
cesses. Switching costs can also come from investments in physical as-
sets on an organizational level, as in production facilities or tools
(Nielson, 1996).

Companies in a strong cooperative relationship, such as just-in-time
relationships, are likely to develop high switching costs, making them
mutually dependent (Heide & John, 1988). Dwyer et al. (1987, p. 14)
point out that in situations where relationship ending incurs high
switching costs, actors will be mutually dependent and willing to make
efforts to maintain the relationship. A situation where only one of the
actors faces switching costs, i.e., where only one side is dependent, is
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referred to as a "hold-up problem" (Coase, 2000). Thus, a hold-up
problem involves unilateral switching costs and it could therefore be
more problematic to fully reactivate the relationship at a re-encounter
(cf. Hurmelinna, 2018; Tahtinen & Vaaland, 2006; Williamson, 2002).

2.1.3. Constraints on reactivation: expected future episodes

A relationship is considered dormant when there is no ongoing
economic exchange between the two actors. If there is hope about future
beneficial exchange, dormant relationships can be reactivated at a later
point in time (Batonda & Perry, 2003; Hadjikhani, 1996). For reac-
tivation to happen, it is central to establish a shared view of future po-
tential economic benefits (Blomqvist, Hurmelinna, & Seppanen, 2005;
Hurmelinna, 2018). A full reactivation is possible only if there are
considerable connections still in place between two actors (Mariotti &
Delbridge, 2012).

Hurmelinna (2018) argues that there is a dearth of studies regarding
how companies re-establish past connections. It is clear, however, that
full reactivation — like all business interaction — is impacted by as-
sumptions about the future. Future time is composed of many different
possibilities (Medlin, 2004). A business relationship is contingent on
actors having positive expectations of future outcomes of the relation-
ship. Such expectations of future outcomes inevitably affect actors’
present thoughts and activities (Axelrod, 1984). Accordingly, actors
need to evaluate if future benefits of interaction will be greater than
future losses (Ring & Van de Ven, 1994). A central aspect of this eval-
uation is to calculate to what extent another actor is willing to make
short-term sacrifices to reach future gains (Anderson & Weitz, 1992). It
is thus important to establish mutuality in the re-encounter, where both
actors are willing to make sacrifices. This can be done rapidly in a
re-encounter where both actors want to continue, but could be more
difficult in situations when that wish is unilateral (Hurmelinna, 2018;
Poblete & Bengtson, 2021). If just one actor makes sacrifices, a potential
full reactivation will likely end in either a reframing of the relationship,
or in refraining from reactivating the relationship (Hurmelinna, 2018, p.
119).

2.2. Bankruptcy-acquisition and relationship reactivation

To explore constraining elements of reactivation, this paper uses the
context of bankruptcy-acquisition. In general, acquisitions imply that
“control of assets is transferred from one company to another” (Ghauri &
Buckley, 2003, p. 207). Acquisitions can be either vertical (when a
customer buys a supplier or vice versa) or horizontal (when an actor
buys a competitor) (Seth, 1990). Regardless of type, after an acquisition
it is often problematic for the acquirer to continue cooperating with a
target company’s external stakeholders (e.g. customers and suppliers)
(Anderson et al., 2001; Bocconcelli et al., 2006, p. 17; Oberg, 2012).
These problems arise because there are always two actors involved in a
relationship (Mattsson & Johanson, 1992, p. 217).

The entry of a new owner may cause an imbalance in negotiation
power in the relationship, where the stronger party tries to take
advantage of their position (Oberg & Holtstrom, 2006, p. 1273). Ali-
madadi, Bengtson, and Salmi (2019) have argued that dialectical ten-
sions can surface between old and new actors in a relationship after an
acquisition. Furthermore, problems can arise if the acquired company
assumes the acquirer’s network identity. If this is the case, remaining
customers and suppliers may not be interested in continuing business in
the future (Oberg et al., 2011).

Studies of acquisitions and their impact on business relationships
have most commonly been made when both companies are financially
solvent (see e.g. Degbey & Pelto, 2015; Oberg et al., 2011), but there are
some studies that include bankruptcy-acquisitions (Anderson et al.,
2001; Oberg et al., 2007; Oberg, 2012). When bankruptcy-acquisitions
have been in focus, relationship reactivation has not been mentioned
(Havila & Salmi, 2000; Oberg et al., 2007; Oberg, 2012). Not until
recently has it been considered that relationships might be dormant
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during bankruptcy (cf. Wadell et al., 2019).

Studies have shown, however, that negative interaction (cf. Oberg
et al., 2007) before bankruptcy — such as past unsettled debts (e.g.,
payments not made according to agreement for a delivered service or
good) — seems to have a negative impact on an acquirer’s possibility to
continue business (Anderson et al., 2001; Havila & Salmi, 2000).

Furthermore, Oberg (2012) describes how acquirers have problems
with their counterparts after bankruptcy-acquisitions as they cannot find
shared future goals. Remaining actors might be unwilling to interact
with a new owner (Oberg, 2012). Havila and Salmi (2000) report that
remaining actors who cannot see a future with a new owner after
bankruptcy may increase prices, a reaction that has been called an un-
expected, as opposed to expected, outcome of an acquisition (Anderson
et al., 2001).

2.3. Summary of the analytical framework

To sum up, literature on relationship reactivation shows that con-
straints may come from three different relationship episodes. First,
constraints can arise from the ending episode. In the case of a bank-
ruptcy, this episode starts with payment problems and ends with
bankruptcy declaration by a court. From the literature on acquisitions
and relationships mentioning bankruptcy-acquisitions, one event con-
straining reactivation from this episode seems to be that previous
owners have failed to pay their debts before bankruptcy.

Second, constraints can relate to events during the time when the
relationship is dormant (i.e. between bankruptcy and acquisition). Past
studies in other contexts than bankruptcy (e.g. Gidhagen & Havila,
2016) indicate that the longer the time of dormancy, the more the
former customers and suppliers will have adapted to other business
actors, and the less interested they will be in reactivating the old
relationship.

Finally, constraints may come from expected future episodes of
interaction (after a re-encounter). If one business partner involved in a
reactivation attempt cannot see future benefits from interacting again,
then it is likely that the reactivation will fail. In the analysis, these three
episodes will be in focus.

3. Research design and method

To develop the conceptual model, we tried not to look back on the
past from a given outcome; instead, the past and the future were restored
to their own present (cf. Tsoukas, 2017). In line with Tsoukas” (2017)
view of the world as fluid, the conceptual model has been developed by
using a qualitative process approach (Van de Ven, 2007). In this study,
process is viewed as “a sequence of events that describes how things change
over time” (Van de Ven, 1992, p. 169). There is an appeal for using a
process approach in theorizing about business relationships (Bizzi &
Langley, 2012: Halinen, Medlin, & Tornroos, 2012). As case studies are
well suited for process research (Ryan, Tahtinen, Vanharanta, & Main-
ela, 2012), this approach was chosen to gain in-depth knowledge (Dyer
& Wilkins, 1991; Guba & Lincoln, 1994) about constraints on reac-
tivating relationships after bankruptcy-acquisition. Case studies are
commonly used in studies from a business relationship perspective
(Dubois & Gadde, 2014; Easton, 1995). Since little is known about
constraints on reactivating relationships after bankruptcy-acquisition
(Hurmelinna, 2018), we decided to use a single case. Single cases
have been pointed out as useful to explore areas where there is only
limited prior theorizing regarding a phenomenon (Siggelkow, 2007).

3.1. Case selection

The case is situated in the Swedish automotive industry. In com-
parison with many other countries, the Swedish business community has
historically been proven to be particularly good for researchers who
want to access sensitive, primary data (Mattsson & Johanson, 2006, p.
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266). The case focuses on the customer National Electronic Vehicle
Sweden’s (NEVS’) attempt to engage a former large supplier (Alpha) of
the customer Saab Automobile (Saab) after they had acquired the major
assets of Saab’s bankruptcy estate. During the years preceding NEVS’
acquisition, Saab’s assets were owned/controlled by the American
automotive giant General Motors (GM) (2000-2010), the Dutch car
manufacturer Spyker (2010-2011), and Saab’s bankruptcy estate
(2011-2012).

There are many reasons why this case is interesting: first, it is of
interest to a large audience. Mahoney and Goertz (2006), p. 24) state
that qualitative researchers often are interested in cases that are “sub-
stantively important for a general public”. Second, the supplier selection in
the case was based on the categorization of the Swedish automobile
industry made by Vinnova - Verket for innovationssystem (2012)." In
the study’s initial stage, eight suppliers were of interest; however, in line
with Siggelkow (2007), we decided to focus on the most powerful case
empirically as well as theoretically. The supplier chosen was the supplier
Alpha. What ultimately made this case theoretically interesting is that
we observed that constraints come from all of the three relationship
episodes described in the theoretical section (i.e., ending, dormant, and
expected future episodes).

Furthermore, the bankruptcy context is peculiar and problematic in
terms of reactivation, as a remaining actor is forced to interact with a
bankrupt company’s bankruptcy estate” (Eckbo & Thorburn, 2009). The
main goal of a bankruptcy estate is to sell the bankrupt company’s assets
to the highest bidder and redistribute the money among creditors such
as customers and suppliers (Hart, 2000). Bankruptcy law also functions
to cancel out debts and give failed entrepreneurs a possibility to resume
business (Madaus, 2018, p. 617). The bankruptcy context thus causes a
strong imbalance in terms of power between different actors in a rela-
tionship (Oberg & Holtstrom, 2006), which also increases the possibil-
ities to investigate elements that constrain relationship reactivation.

3.2. Data collection

To make sure that our case was of interest, two initial interviews
were conducted with the Swedish Automotive Trade Association
(SATA). These interviews focused on questions regarding how the
relationship in question unfolded, as well as on the function of the
Swedish automotive industry. The two SATA interviews contribute to a
more holistic understanding of the case in question. The descriptions
given by the interviews regarding the problems facing NEVS after their
bankruptcy-acquisition of Saab made us certain that this case was of
great relevance to study.

Case data were collected by the first author through conducting ten
additional interviews and gathering a considerable amount of secondary
data. The interviews conducted were semi-structured, thus questions
prepared in advance were mixed with questions that emerged during the
interview. Semi-structured interviews were chosen since they have
proven efficient when using a case-study approach (Merriam, 1998).
The interview duration was approximately 60 min per interview and
interview questions varied between the different respondents.” The in-
terviews followed a processual logic in which it is important to

1 Vinnova (2020) is a Swedish “government agency under the Ministry of En-
terprise and Innovation, and the national contact authority for the EU framework
programme for research and innovation. We're also the Swedish Government’s
expert authority in innovation policy. Vinnova employs just over 200 people”
(https://www.vinnova.se/en/about-us/).

2 According to Swedish law, a bankruptcy estate consists of the assets that
belonged to the bankrupt company at the time the bankruptcy was announced
(Chapter 3, §3, Swedish bankruptcy law).

3 This study is the outcome of a larger research project. An additional 25
interviews (30 minutes to one hour, March 2015 - August 2019) have been
conducted in relation to the bankruptcy of Saab.
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understand how different events are connected and unfold over time
(Van de Ven, 1992). In all the interviews, efforts were made to have a
dialogue with the respondents, as they are experts within their field of
knowledge (Berry, 2002). The interview with the supplier Alpha started
with a guided tour of the facility. This helped us understand how the
industry works and that knowledge has been valuable for us in under-
standing the case. All interviews were recorded, and notes were also
taken from the interviews.

The selection of the interviews was primarily based on gaining in-
formation to increase our knowledge about the relationship formation
between NEVS and Alpha. When selecting associates at Saab/NEVS and
Alpha, it was of value that they had been involved in interactions with
several of the actors. All the participants have been anonymized, a
practice that increases the likelihood of truthfulness (Yin, 2013). A
summary of the interviews is presented in Table 1 below.

In total, six key associates from Saab/NEVS and the supplier Alpha
were interviewed. The interviews with the two managers at Alpha and
the four employees of Saab/NEVS followed a common pattern where
questions were asked first regarding the relationship in focus before the
bankruptcy, second regarding the relationship during bankruptcy, and
finally concerning the relationship after bankruptcy. The questions
purposefully aimed at getting an in-depth knowledge of the specific
relationship. For example, questions were posed regarding how the
relationship was structured before bankruptcy and how it ended. What
happened with physical assets involved in the relationship during
bankruptcy was also asked, as well as how the actors would describe the
events that unfolded during the reactivation after the bankruptcy-
acquisition.

In addition, interviews were conducted with Golf and Tango, two
other suppliers to Saab and NEVS. These interviews were intended to get
an overview of the problems facing suppliers in the context of
bankruptcy-acquisition and to understand the uniqueness of our case in
terms of reactivation. In these two cases, NEVS was not constrained in
the same way, as the ending before the bankruptcy seemed to have been

Table 1
Summary of interviews.
Organization Position(s) Years at Date
O] company
(-ies)
Interview Alpha Program 13 years 2015-02-
1 Manager 15
Interview Alpha Director of 21 years 2015-02-
2 Program 15
Management
Interview NEVS CEO 5 years 2018-09-
3 13
Interview NEVS Purchasing 3 years 2015-03-
4 Director 11 and
2016-12-
14
Interview NEVS Purchasing 4 years 2016-12-
5 Manager 14
Interview Saab/NEVS Purchaser 4 years 2015-02-
6 (Saab), 2 26
years NEVS
Interview Saab/SATA Senior project 10 years 2015-02-
7 coordinator Saab, 3 years 05
(SATA)
Interview SATA CEO SATA 12 years 2015-02-
8 03
Interview Tango CEO Tango 26 years 2015-03-
9 09
Interview Golf Sales & 20 + 2015-02-
10 Marketing 20
Executive
Interview Bankruptcy Trustee 1 20+ 2016-12-
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smoother. The interviews with Golf and Tango also revealed that the
Alpha and Saab/NEVS case was special in terms of how important the
components involved were and how strong NEVS’ dependency was on
getting these delivered from Alpha.

These interviews were structured in a similar manner to the in-
terviews with the managers at Alpha and Saab/NEVS. Finally, the two
trustees of Saab’s bankruptcy estate were interviewed. The questions for
the trustees focused on the bankruptcy process and aimed at under-
standing the time periods unfolding between the bankruptcy and the
bankruptcy-acquisition.

As is common practice for case studies, this study used several
sources of data (Dubois & Gadde, 2002; 2014). Besides the material
collected from the interviews, additional secondary data about Saab,
NEVS, Saab’s bankruptcy estate, and the supplier Alpha were collected.
This included: (1) court documents from Saab’s bankruptcy estate, (2)
news in Swedish media regarding the case in focus, (3) annual reports
(Saab, NEVS and Alpha), and (4) internal documentation from the
supplier Alpha. The court documents from Saab’s bankruptcy estate
have provided valuable insight into what happened to the assets
involved in the relationship during the bankruptcy. News from Swedish
media provided insights into noteworthy incidents in the relationship
development before, during, and after the bankruptcy-acquisition.
Annual reports from Saab, NEVS and Alpha have served as valuable
sources for getting access to financial data. Finally, Alpha’s internal
documentation has provided an in-depth overview of the scope of the
relationship in focus regarding, for example, the number of plants and
the manufacturing equipment used in the relationship.

3.3. The analytic process

Together, the interviews and the secondary data were used to form
the case described in the paper. The creation of the case was done by
applying process methodology (Langley, 1999; Van de Ven, 2007). As is
common in process studies, the case is built up on a retro-perspective
analysis by investigating how sequences of events have unfolded over
time (Klag & Langley, 2013; Van de Ven, 1992).

Langley (1999) offers seven different strategies for analysing process
data. These strategies can be mixed and combined in different ways. In
our case we have used what Langley (1999) calls visual mapping and
temporal bracketing together with “hermeneutical reading and re-reading”
of the material (Einola & Alvesson, 2019, p. 1900). Thus, we attempted
to get an in-depth understanding of our empirical material (Alvesson &
Skoldberg, 2018).

To start, we used visual mapping to understand how different events
were related to each other over time. As we used this strategy for ana-
lysing the data, the interviews and the secondary data were decon-
structed into a chronological story of events over time (Van de Ven,
1992). These events included Saab’s bankruptcy filing, NEVS’
bankruptcy-acquisition and Alpha’s demand for payments in advance.
This chronology is illustrated in Fig. 1 below.

When the visual map had been created, we started to work more
thoroughly with finding out what this is a case about (Ragin, 1992). We
now started to alternate between the theoretical framework and the
interviews (Dubois & Gadde, 2002; 2014) with Alpha’s, Saab’s and
NEVS’ managers (primarily). In this phase the “hermeneutical reading
and re-reading” of the material (Einola & Alvesson, 2019, p. 1900)
became particularly important in order to get a holistic understanding of
what was going on.

By using Tsoukas (2017) thought of theorizing from the present, our
readings of the interviews made us realize that we needed to “restore the
past to its own present” (Weick, 2007, p. 17) by situating the actors at the
time of relationship reactivation. The interviews were looking back-
wards to past events but also forward into expected future events. We
began to understand that this was a case about constraints on reac-
tivation that emerged from different relationship episodes. We observed
that we could make temporal brackets (Langley, 1999) around three
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Fig. 1. Visual map of how case events relate to each other.

distinct episodes (ending, dormant and expected future episodes; see
Fig. 1) that seemed to impact NEVS’ reactivation attempt of the rela-
tionship with Alpha. The events from the different episodes that had
taken place (or were expected to take place) seemed to have significantly
different impacts on the reactivation attempt under study.

Having determined more specifically what the case was about, we
started to develop it more thoroughly and to adjust the theoretical
framework. The creative element of the initial analysis work was now
replaced by a much more structured/disciplined way of doing research
(Gehman et al., 2018; Klag & Langley, 2013, p. 296). The secondary
data, news from media, court documents and internal reports were now
used together with the additional interviews to provide the detailed case
description presented in the next section.

The use of different sources of data has made triangulation possible
to confirm and strengthen what was said in the different sources (cf.
empirical findings: Denzin, 1978). We also present direct quotes from
the interviews and the secondary data to increase the transparency of
our data and our results.

In the next section, the empirical case is presented. Following a short
introduction, the presentation is structured chronologically according to
the unfolding of events in the ending, dormant and reactivation
episodes.

4. The case: NEVS’ attempt to get back together with Alpha

In June 2012, the newly started Swedish company NEVS (with its
Chinese ownership structure) made a horizontal acquisition of the
automotive manufacturer Saab’s major assets from the bankruptcy es-
tate. After the acquisition was completed in the beginning of the autumn
of 2012, NEVS wanted to resume production. Overall, it was judged that
the less costly option was to reinitiate contacts with approximately 500
of Saab’s former suppliers. One of the suppliers that NEVS now wanted
to reactivate the relationship with was the supplier Alpha.

To understand the process that unfolded after NEVS contacted Alpha,
we first need to study the history of Alpha’s endeavours with Saab’s
previous owners.

4.1. Before bankruptcy: the heart-breaking divorce

In the southwest of Sweden, Saab’s plant and Alpha’s main plant

were located quite close to each other. Through a just-in-time system,
Alpha’s main plant supplied Saab with components that were bulky and
critical for automotive manufacturing. Until their bankruptcy in 2011,
Saab were Alpha’s largest customer in Sweden, both in terms of pro-
duction capacity and turnover, representing about 60 percent of Alpha’s
turnover in Sweden. Alpha’s and Saab’s plants were adapted to each
other in several ways. Machinery owned by Alpha created custom-made
parts with bespoke tools owned by Saab. Alpha had over 700 tools that
belonged to Saab in their different production facilities in Europe.

In the beginning of 2010, the Dutch sports car manufacturer Spyker
acquired Saab from the American automotive giant GM. Under GM’s
ownership, Saab had been impacted by the financial crisis during
2008-2009, and GM had come close to liquidating Saab.

One actor who was happy about the entrance of a new owner was the
supplier Alpha. As early as 2007, Alpha had realised that Saab was in
trouble. They had therefore started to explore other potential business
partners, which resulted in Alpha slowly adapting their plants and
production to Sweden’s two major lorry producers. In addition, Saab’s
main competitor in the Swedish car market also became an Alpha
customer. Since the production between Alpha and Saab was tightly
connected, Alpha had nevertheless continued to supply Saab. Between
2007 and 2009, Alpha continually adjusted their employee numbers to
align with the demands of Saab’s decreasing production. When Saab
went into bankruptcy reorganization in 2009, this had a negative impact
on Alpha; yet they continued to supply Saab even after the completed
reorganization in August 2009.

Thus, for many years, Alpha had supplied Saab with custom-made
parts under different ownership structures. Alpha’s CEO even
expressed in Swedish media that it was a great relief that Spyker
assumed ownership of Saab in 2010. For about a year, business
continued without deterioration between Alpha and Saab; however,
Saab did not sell as many cars as they wished during 2010. Of the
calculated volume of 64 000 cars, only about half the amount was sold
(32 048 cars). In 2010, Saab made a loss of about 3.7 BSEK and their
financial problems were becoming alarming. On February 2, 2011, Saab
cancelled the payments to their suppliers.

With constant discussions regarding unsettled debts, the relationship
between Alpha and Saab deteriorated during this period. The CEO of
SATA, who attended several meetings between Saab and Alpha,
observed that “[t]here were no excited noises between the parties at this
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stage”. Saab wanted deliveries without paying, but the CEO of Alpha in
Sweden clearly stated in a local newspaper that “at this point, we cannot
deliver more until we get paid”. He clarified further in Swedish media that
the decision not to deliver was extreme and something that Alpha had
never faced in the past. When Alpha refused to deliver, further tensions
developed between the two companies’ executives. The former CEO of
SATA called the situation “a complete mess”. The primary driver of the
problems was the fact that Saab’s debt to Alpha, despite constant
promises of payment, was steadily increasing. During a short period in
spring 2011, the two companies managed to settle the argument, but
only temporarily. When Saab went bankrupt in December 2011, Alpha
was one of the suppliers to take the biggest hit and the debt of 75 million
SEK was never repaid.

4.2. During bankruptcy: the time “in-between”

In December 2011, Saab filed for bankruptcy. At Saab, about 3500
employees lost their jobs, but Alpha also had to lay off employees. Al-
pha’s main plant in Sweden was dependent on Saab as a customer, and
after the bankruptcy there was just a small number of employees left,
some of whom had been working closely with different owners of Saab
under many years. For Alpha, the bankruptcy of Saab also meant that
most parts which had been built for Saab, but not delivered, were stored
in Alpha’s plants.

In Saab’s old plant, everything — machinery as well as documentation
— was just left in the same state as on the day of the bankruptcy. The
bankruptcy estate now owned the plant and did their best to manage the
maintenance of the plant. The bankruptcy estate also became the owner
of a large amount of manufacturing tools located in Alpha’s plants and
other places in Sweden and Europe. This meant that Alpha and other
suppliers needed to store a considerable amount of partner-specific
production tools while Saab’s trustees were working to find an
acquirer for Saab’s assets. The sections of Alpha’s plant formerly
adjusted to Saab were now changed. This meant moving production
capacity to Alpha’s plants in other parts of the world. Instead of buying
new machinery for new customers, room was now made for Alpha’s
other customers where Saab’s tools had previously been used. The di-
rector of program management at Alpha told us that “[iJnstead of buying
a new 3000-tonne machine, we removed [Saab’s] tools and inserted our new
customers’ tools”.

New customers notwithstanding, the loss of Saab as a customer was a
major setback for Alpha. Between 2011 and 2012, Alpha’s turnover
decreased by about 300 million SEK. According to Alpha’s annual report
from 2012, the decreased turnover was largely a consequence of Saab’s
bankruptcy.

4.3. After bankruptcy-acquisition: can we get back together?

During the summer of 2012, it was reported that NEVS had made a
bankruptcy-acquisition and were now resuming the production of Saab
cars. NEVS’ aim was to produce cars in Sweden and export most of them
to China. Even before the bankruptcy, NEVS had been interested in
acquiring Saab. One of the main factors making NEVS reluctant then was
Saab’s high debts. By waiting with an acquisition until after bankruptcy,
NEVS wanted to avoid taking over the debts. According to the CEO of
NEVS, “In the summer of 2009, I made the judgment that Saab’s debts were 9
billion [Swedish] kronor... The debt was of such a size that I judged that Saab
would not make it. If we would pay 0 kronor [for Saab] and just take over the
debt burden, this would be as much as it would cost to develop a totally new
[automotive] product. My recommendation was accordingly to prepare a
business case [to make a bankruptcy-acquisition] ”.

Following the bankruptcy-acquisition, NEVS hired a new purchasing
director with an extensive background in the automotive industry. The
purchasing director assembled a purchasing group consisting mainly of
Saab’s former purchasers, who in the past had established bonds with
the suppliers. Together, the employees of the purchasing department
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started to contact suppliers, among these the supplier Alpha.

Alpha was a particularly important supplier to start business with as
they had previously constructed many parts for Saab’s cars. NEVS did
not have many, if any, other options. To keep transportation costs down,
it was crucial for NEVS to secure deliveries from Alpha. Another reason
why it was so important to have a supplier located geographically close
(like Alpha) was that the JIT system used for larger components would
not work efficiently otherwise, and it would be extremely costly to
replace it.

When Alpha was first contacted by NEVS during the autumn of 2012,
the director of program management at Alpha reports that the whole
situation felt odd: “It was almost like they [NEVS] were trying to sell to us,
they were keen to really point out how much money they had and how many
cars they would sell”. At this stage, NEVS’ representatives acted mostly
like salespeople. The purchasing director of NEVS even emphasized that
he told his purchasers that: “For a period of time, we will now have to act
more like salespeople than like purchasers”. NEVS had to make suppliers
who had lost money in Saab’s bankruptcy understand NEVS’ future
business plan. NEVS’ purchasing director tells our interviewer that: “We
were dependent on our ability to present and sell our business plan”.

After the initial contact, NEVS and Alpha decided that Alpha should
set up a pre-study to investigate their possibilities to help NEVS. Alpha
were, however, reluctant to take any financial risks. Alpha explained
that NEVS had to make “...payments in advance to secure [Alpha’s] in-
vestments”. NEVS’ purchasing director remembered feeling like there
was no give and take between them and Alpha, and that “they [Alpha]
wanted immediate payment at each step of the interaction with us”. This was
against business practice, yet NEVS understood Alpha’s concerns and
agreed to Alpha’s conditions.

At Alpha, a small group of people with previous experience dealing
with Saab’s purchasing department was assembled. During the spring of
2013, Alpha worked with their pre-study and investigated the status of
the nine plants where Alpha had produced products for previous Saab
owners. Apart from the pre-study, Alpha also sold spare-parts that they
had kept after the bankruptcy. Both NEVS and Alpha describe the dia-
logue during this period as good on an operational level. On May 24,
2013, Alpha presented the result of the pre-study.

Alpha had reorganized their main plant in Sweden and adapted it to
other customers. In Alpha’s other plants, the situation was much better
and here a restart would be possible. To restart the production in Swe-
den, Alpha insisted that NEVS should make investments around 500
million SEK in Alpha’s plants. These investments were aimed at buying
new machines, since the old ones were being used by Alpha’s other
customers. The new investments also included an expansion of Alpha’s
main plant in Sweden.

NEVS initially found it hard to understand Alpha’s reasoning
regarding the new investment. From NEVS’ viewpoint, they had
believed that it would be hard to start doing business with Alpha, but not
as hard as it turned out to be. NEVS’ management stressed two reasons
for the difficult restart, the first reason being Alpha’s limited production
capacity, and the second that Alpha had tried to earn back lost money
from the contract with the owner of Saab before bankruptcy.

NEVS’ CEO was disappointed. He argued that Alpha was in the
category of suppliers that wanted to “get paid for the history [with Saab]”.
The purchasing director of NEVS agreed, reporting that: “[Alpha’s]
propositions were spiced up in all kinds of ways”. The program executive
and the director of program management (Alpha) stressed that the debt
of 75 million SEK, which was unsettled after the bankruptcy, was in their
minds when they started to work with NEVS. However, they did not
completely agree with NEVS’ view; instead, they emphasize that they
did a separate risk assessment of NEVS. This assessment resulted in them
not believing in NEVS’ business plan. They believed that NEVS’ calcu-
lation of how many cars they would be able to sell was unrealistic. The
director of program management (Alpha) went so far as to say that the
future volumes of sold cars that NEVS projected “strongly concerned”
him. Alpha’s management also stressed that they had made changes
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during the time of separation and that they at present had a limited
production capacity.

The fact that Alpha demanded that NEVS invest in machinery and
expansion of plants was completely against business praxis and, ac-
cording to the purchasing director of NEVS, the single most important
reason why NEVS left the negotiation with Alpha in the beginning of the
summer of 2013. At the end of June 2013, NEVS moved 200 tools that
Alpha had in their custody but could not use (including documentation)
to six new production locations. When NEVS moved the tools, Alpha
came back to them and new negotiations settled that Alpha in the future
could deliver small quantities of products from the plants where they
had excess capacity. During 2013, NEVS and Alpha continued their
negotiations, but as NEVS experienced financial problems during 2014,
the relationship was once more forced into standby mode.

It is obvious from the case description that there are several reasons
for the difficulties in resuming business between the actors. The origins
of these reasons will be further disentangled in the analysis below.

5. Analysis

The case highlights that relationship development does not always
entail starting or continuing a happy marriage (Hakansson, 1982), but
can also have darker aspects (Abosag et al., 2016). More specifically, the
case highlights different constraints (Anderson & Jap, 2005; Hakansson
& Snehota, 1995) for a customer reactivating a relationship with an
important supplier after a bankruptcy-acquisition. In line with the
analytical framework outlined in Section 2.3 above, relationships cannot
be understood without considering past and expected future events. In
this section, constraints from the ending episode, the dormant episode,
and expected future episodes will be outlined.

5.1. The ending episode: Constraints caused by unsettled debts

The case illustrates NEVS’ endeavour to reactivate the relationship
with the supplier Alpha. In line with previous literature (Gidhagen &
Havila, 2016; Hurmelinna, 2018), the case shows that the reactivation
attempt was constrained by how the relationship ending unfolded. Thus,
“the shadow of past interactions” (Hurmelinna, 2018, p. 122) played an
important role.

Before the bankruptcy, Saab was engaged in a long-term relationship
(Hakansson & Snehota, 1995; Holmlund & Tornroos, 1997) with Alpha.
This included considerable adaptations (Brennan & Turnbull, 1999),
such as a JIT system, as well as social (actor) bonds. As Saab experienced
financial troubles, the relationship was first characterized by mutual
co-operation (Tidstrom & Ahman, 2006), which over time was replaced
with conflict (Alajoutsijarvi et al., 2000; Anderson & Jap, 2005); for
example, the former CEO of SATA argued that “it was a complete mess”.
The ending of the relationship in December 2011 was forced and un-
planned, and the unplanned ending had a negative impact (Zhelyazkov
& Gulati, 2016) on NEVS’ subsequent reactivation attempt. Saab acted
unilaterally (Pressey & Mathews, 2003) by not paying their debts. To
some extent, this action was unfair treatment (Kahneman et al., 1986) of
Alpha, who were left without reciprocation (Gouldner, 1960). The sit-
uation even made the news, when the CEO of Alpha in Sweden put his
foot down: “We cannot deliver more until we get paid”.

The unsettled debts can be considered a kind of betrayal (Gran-
ovetter, 1985; Zhang et al., 2016), as the events caused psychological
scars (Jap & Anderson, 2007) and sunk costs (Brennan & Turnbull,
1999). The negative ending led Alpha to make retributions (Hurme-
linna, 2018) when NEVS tried to reactivate the relationship. There were
clearly dialectical tensions (Alimadadi et al., 2019) in the interaction,
where the actors’ views of the past did not match up. As pointed out by
NEVS’ CEO, Alpha wanted payment for what had happened before the
bankruptcy, i.e., “to get paid for the history [with Saab]”. The manage-
ment of Alpha also agreed that it was difficult to disregard past unsettled
debts when NEVS made their reactivation attempt.
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Previous research has also pointed out that unsettled debts may have
an impact on subsequent relationship dynamics (Wadell et al., 2019).
This is noteworthy, as debts, according to bankruptcy law, are cancelled
at bankruptcy (Madaus, 2018, p. 617). One possible explanation for this
occurrence is that bankruptcy law, as other legal systems, is based on a
neoclassical view of companies (Hékansson & Snehota, 1989, p. 199).
From such a perspective, economic exchange only concerns the object
being exchanged and does not involve any social aspects (Dwyer et al.,
1987; (Macneil, 1986). In relational exchange (Ring & Van de Ven,
1994), however, social aspects such as making promises and fulfilling
obligations (Bradach & Eccles, 1989; Dore, 1983) become an integrated
part (Dwyer et al., 1987; Hakansson & Snehota, 1995; Snehota, 1990).
Breaking these agreements implies violating the moral obligations that
social exchange builds on (Blau, 1964). Accordingly, an unsettled debt is
not just an imbalance that has not been restored and can easily be
cancelled. A debt left unsettled is a violation of a moral obligation (Blau,
1964; Gouldner, 1960).

When NEVS took over Saab’s assets (resource ties) and their em-
ployees (social bonds), these violations of the reciprocity norms un-
derlying social exchange (Blau, 1964) seem to have been transferred to
the subsequent re-encounter with Alpha. NEVS having to “pay for the
history” was thus directly connected with them taking over Saab’s assets.
As stated by Alpha’s CEO, this was an extreme situation where Alpha’s
other customers (e.g. Sweden’s two major lorry producers) were not
facing the same treatment.

5.2. The dormant episode: constraints caused by unilateral switching costs

The relationship reactivation that NEVS wanted to achieve was not
only constrained by what happened pre-bankruptcy at ending. It further
seems to have been constrained by changes in adaptations during the
period of bankruptcy, which led to a decrease in switching costs for the
supplier Alpha. As pointed out in previous literature (Gidhagen &
Havila, 2016), our case also shows that companies do not stand still after
a relationship ending. The supplier’s operations continue, and in our
case, the period of separation is rather special, as the remaining actor
must follow the demands of a bankruptcy estate (Wadell et al., 2019). In
the case, it is bankruptcy law, and in practice the bankruptcy estate,
which keeps the assets involved in the relationship in place and hinders
them from being divided between different creditors. Even though ex-
ceptions exist (Harrison, 2004), this type of legal process is not
commonly reported on in literature regarding relationship ending
(Tahtinen & Havila, 2019).

As Saab’s bankruptcy estate does not continue Saab’s exchange ac-
tivities (Axelsson, 1992, p. 243; Cook & Emerson, 1978; Oberg &
Holtstrom, 2006) with Alpha, the relationship must be considered to
have entered into an aftermath stage (Halinen & Tahtinen, 2002; Havila
& Wilkinson, 2002) or dormant episode (Polonsky et al., 2010). It is not
a full-scale ending (Giller & Matear, 2001, p. 100-101), because there
still exist considerable links, ties, and bonds between the two organi-
zations (cf. Harrison, 2004). For example, Alpha’s employees still had
social bonds (Havila & Wilkinson, 2002) which could later be restored.
This was not the case with the adaptations between the companies,
however. Even though Saab’s bankruptcy estate maintained Saab’s as-
sets, Alpha’s production facilities were not conserved. As pointed out by
the director of program management, “instead of buying a new
3000-tonne machine, we removed [Saab’s] tools and inserted our new cus-
tomers’ tools”.

When NEVS re-encountered (Hurmelinna, 2018) Alpha, specific ad-
aptations had been removed and to some extent adjusted to other actors
in the network. This meant that the situation had changed and that a
reduction of switching costs had occurred during dormancy (Poblete &
Bengtson, 2021, p. 185). Alpha moving on with new customers resulted
in the switching cost becoming unilateral rather than mutual (Coase,
2000; Heide & John, 1988; Tahtinen & Vaaland, 2006, p. 15). A situa-
tion of dependency (Dwyer et al., 1987), or what has been referred to as
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a hold-up problem (Coase, 2000; Williamson, 2002), was created, where
the customer NEVS needed to restart business but Alpha did not. This
can be illustrated by NEVS’ purchasing director’s frustration that “they
[Alpha] wanted immediate payment at each step of the interaction...”.
Accordingly, the case shows a power imbalance (Oberg & Holtstrom,
2006, p. 1273), where the stronger actor tries to take advantage of their
position after the bankruptcy-acquisition.

The pre-study performed by Alpha resulted in them not being willing
to create any new switching costs (Nielson, 1996). To restore the
physical parts of the relationship to the levels from before the bank-
ruptcy, NEVS had to create a dependency situation where they had high
switching costs, but where the supplier Alpha had low switching costs.

Similar to other cases (e.g. Mariotti & Delbridge, 2012), the same
type of co-operative interaction as before the bankruptcy was not
possible to accomplish. Furthermore, our results support previous
research findings (Gidhagen & Havila, 2016; Pick et al., 2016) that the
length of time between ending and re-encounter plays an important role
in maintaining conditions that make it possible to reactivate a rela-
tionship after bankruptcy. As mentioned in the case, during dormancy,
Alpha made adaptations to other customers and they also moved pro-
duction capacity to other parts of the world.

In our case, this episode of dormancy lasted for eight months. The
length of separation in our case might explain why we, in contrast to
other studies that includes bankruptcy-acquisitions (Anderson et al.,
2001; Obcrg et al., 2007; Obcrg, 2012), find that changes in circum-
stances, such as untangling adaptations, led to unilateral switching costs
being created.

5.3. Expected future episode: constraints caused by expected losses

As shown above, the history of the ending in terms of unsettled debts
and unilateral switching costs considerably impacts the reactivation
attempt. As pointed out by Hurmelinna (2018), however, negative
ending aspects do not automatically lead to retributions or refraining
from reactivating a relationship. The result of a re-encounter (Blomqvist
et al., 2005), as any business situation, is determined by how it is
managed and to what degree it is possible to establish future benefits of a
relationship (Axelrod, 1984; Medlin, 2004). As NEVS had acquired
(Ghauri & Buckley, 2003) assets from Saab’s bankruptcy estate, they
needed to reactivate the relationship with Alpha to resume business.
Accordingly, NEVS tried to make Alpha believe that future benefits
would be higher than future costs (Ring & Van de Ven, 1994).

NEVS’ work to make Alpha understand the future benefits of the
relationship is clearly illustrated by the purchasing director telling his
employees that “for a period of time, we will now have to act more like
salespeople than like purchasers”. Another good illustration of this work to
highlight future benefits of the relationship for Alpha is NEVS’ pur-
chasing director emphasising NEVS’ dependence on their ability to
present and sell their business plan.

Simultaneously, NEVS and Alpha also engaged in the pre-study to re-
specify the requirements of the relationship and see to what extent Al-
pha’s adaptations were still in place. Through their actions, NEVS tried
to show that they believed in a common future together, and that they
were ready to make sacrifices (Anderson & Weitz, 1992). For example,
they showed this by offering to make payments in advance. As expressed
by the management, however, Alpha did not see that the benefits of the
relationship would be greater than the costs. Alpha’s managers were
uncertain about NEVS’ business plan and they were not willing to make
any sacrifices. The director of program management (Alpha) even
expressed that NEVS’ estimated future volumes of cars sold “strongly
concerned” him. If they were going to be involved, they needed full
financial coverage. Accordingly, it becomes evident from the case that
the expectation of future losses in a potential relationship throws a
shadow on Alpha’s current thoughts and activities (Axelrod, 1984).

Our findings are in line with Oberg (2012), who reports that partners
may become reluctant to work with new owners after
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bankruptcy-acquisition, as they cannot see any future together. Being a
new actor, NEVS did not have a strong network identity of their own.
Oberg et al. (2011) point out that having a network identity is an
important part of being able to influence future business opportunities.
Instead of being seen as its own entity, NEVS was conflated with Saab’s
reputation, which seemingly constrained NEVS’ possibility for future
business. The observation of Alpha’s actions is in this aspect somewhat
analogous to Havila and Salmi’s (2000) finding that suppliers who
cannot see a future with a business partner after an acquisition of a
bankrupt company might increase their prices. Accordingly, if there is
no mutuality and just one actor making sacrifices, as in the case with
NEVS and Alpha, a potential reactivation of the relationship is more
likely to end in refraining from reactivation (Hurmelinna, 2018). NEVS
thought it would be tough to reactivate the relationship with Alpha, but
not as tough as it turned out to be. Thus, relationships after acquisitions
have intended as well as unexpected consequences (Anderson et al.,
2001). It is obvious that a transfer of a relationship is never certain, as
there are always two actors involved (Jap & Anderson, 2007; Mattsson
& Johanson, 1992).

6. Conclusions
6.1. Conceptual model

In this section, the result of the analysis is outlined in terms of a
conceptual model of constraints on business relationship reactivation
after bankruptcy-acquisition (Fig. 2). The model builds on the analytical
framework summarised in Section 2.3. As indicated in the summary of
the analytical framework, based on contemporary literature it should be
possible to find elements constraining reactivation in the ending,
dormant, and expected future episodes. Our analysis also shows that
when an actor located in the present (Medlin; 2004; Tsoukas, 2017) tries
to reactivate a relationship, elements from past as well as expected
future episodes play a significant role.

The first episode from which elements seem to have constraining
effects on a relationship reactivation is the ending episode (before
bankruptcy). In the bankruptcy context, the constraints can be more
specifically related to the element of unsettled debts. Our case illustrates
that leaving a supplier with unsettled debts at bankruptcy entails not just
economic loss for the supplier, but is also a violation of the moral ob-
ligations that social exchange builds on (Blau, 1964; Snehota, 1990).
Thus, unsettled debts at the time of relationship ending create “psy-
chological scars” (Jap & Anderson, 2007, p. 272) that appear to impact
the remaining actor’s subsequent will to reactivate the relationship after
bankruptcy-acquisition.

The second episode from which elements seem to have constraining
effects on the relational reactivation is the dormant episode (during
bankruptcy). From the case study, these constraints can be more spe-
cifically related to the element of unilateral switching costs. Our findings
show that during bankruptcy, the suppliers continue to remove their
adaptations and adjust to other customers. At the time when one actor
wanted to make a reactivation, this resulted in unilateral switching costs.
There was thus a hold-up problem (Coase, 2000), where the actor that
wanted to reactivate the relationship was far more dependent on the
remaining actor than the other way around.

The third episode from which elements seem to have constraining
effects on the relational reactivation is the expected future episode (after
bankruptcy-acquisition). Constraints from the expected future episode
seem more specifically to relate to the element of expected losses. Such
constraints originate from two actors not perceiving future economic
opportunities in the same way. If only one of the actors wants to reac-
tivate the relationship, they need to re-establish a shared belief that the
potential future economic benefits from the relationship will be greater
than expected losses. In the case, the acquirer tried to act as a seller
rather than a buyer and make short-term sacrifices. Still, this was not
enough to establish mutuality in the relationship and the supplier still



O. Wadell and S. Aberg

Scandinavian Journal of Management 37 (2021) 101181

Time

Present
(Re-encounter/
Reactivation

attempt)
qunt:luns'lllg Episode: Ending (Before Episode: Dormant (During Episode: Expected future
episodes an bankruptey ® <«—>| bankruptey) <«—>] (After bankruptey-
elements ptey) = 7| Element: Unilateral cT isi ’
constraining Element: Unsettled debts o * dcquisition)
dvati > switching-costs Element: Expected losses
reactivation

Constraints on
business
relationship
reactivation after
bankruptcy-
acquisition

Fig. 2. Conceptual model of constraints on relationship reactivation after bankruptcy-acquisition.

expected losses rather than gains in the future.

The conceptual model is summarised below in Fig. 2. It is important
to note that this model, like others (e.g. Heide, 1994, p. 81), represents
ideal types (in a Weberian sense). In a real-world situation, these epi-
sodes and elements probably intermingle.

6.2. Contributions

The conceptual model developed contributes to existing knowledge
in several ways. First, past research on re-encounters such as reac-
tivation has predominantly focused on elements that enable reac-
tivation, such as past social relationships and previous adaptations
(Poblete & Bengtson, 2021; Poblete, 2017; Polonsky et al., 2010). The
conceptual model developed in this paper fills the gap identified by
Hurmelinna (2018, p. 122-123), who states that more knowledge is
needed regarding contexts where constraining elements come to the
forefront, something that has so far remained poorly understood (ibid.).

Previous research has made great strides in illustrating that con-
straining elements can come from different relationship episodes (Hur-
melinna, 2018; Poblete & Bengtson, 2021; Poblete, 2017). To the best of
our knowledge, however, our model is a first attempt to bring order to
the fragmented knowledge of constraining elements from different ep-
isodes, arranging them in a coherent whole. Our model contributes by
showing that a reactivation can be constrained by elements coming from
the ending episode, the dormant episode, and expected future episodes.
In each of these episodes, we identify elements that have not been
considered in past research on reactivation (Hurmelinna, 2018; Poblete
& Bengtson, 2021; Poblete, 2017). These will be further elaborated on
below.

Earlier research has pointed out that a negative relationship ending
can cast a dark shadow, decreasing the possibilities of reactivation
(Gidhagen & Havila, 2016; Hurmelinna, 2018; Zhelyazkov & Gulati,
2016). Our conceptual model contributes by more specifically pointing
out unsettled debts as an element that might constrain reactivation. We
illustrate that leaving debts unsettled implies a betrayal (Granovetter,
1985; Zhang et al., 2016) and violation of moral obligations (Blau, 1964)
that can be very difficult to disregard at a subsequent attempt to reac-
tivate a business relationship.

Contemporary research shows that resources used in a relationship
will be changed during the dormant episode (Gidhagen & Havila, 2016;
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Pick et al., 2016). For example, it has been reported that switching costs
that keep actors together might decrease (Poblete & Bengtson, 2021, p.
185). The findings in this study illustrate what can happen in a reac-
tivation situation if switching costs have decreased for only one actor
(unilateral switching costs), while remaining high for the other. This
study shows such a case where an actor trying to make a reactivation is
caught in a hold-up problem (Coase, 2000) which can be difficult to
manage.

In earlier studies, it has been explained how the hope of future
mutual benefits from exchange is central for the reactivation of a rela-
tionship (Batonda & Perry, 2003; Hadjikhani, 1996; Hurmelinna, 2018).
This paper contributes with an illustration of how a reactivation can be
hindered after a bankruptcy-acquisition if the actor trying to reactivate
the relationship cannot convince their business partner that benefits
from expected future episodes of the relationship will be greater than
expected losses.

Taken together, the constraining elements enable us to make a
general contribution to the conventional wisdom about the potential of
reactivating a business relationship. Management literature has
commonly emphasized the potential advantages of reactivating business
relationships as a fast way to get access to critical resources (Giller &
Matear, 2001; Mariotti & Delbridge, 2012; Ring & Van de Ven, 1994).
However, the findings in this paper suggest that there are cases when
actors never ever will get back together. In such cases, it might be more
advantageous to disregard sunk costs and look for a fresh start with a
new business partner.4

Furthermore, we believe that the model can contribute to discov-
ering cases where reactivation might be problematic. The model makes
it possible to detect a mix of constraining and enabling elements,
emerging from the different episodes. This can potentially create a va-
riety of different types of reactivation situations. The conceptual model
therefore contributes with a novel way to start thinking strategically
regarding a relationship’s reactivation potential. This type of strategic
thinking is likely of further significance in situations where, as in our

4 We thank an anonymous reviewer for pointing this out.
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case with the bankruptcy-acquisition, there may be multiple relation-
ships to reactivate® . In previous studies, single reactivations have been
considered (Gidhagen & Havila, 2016; Hurmelinna, 2018; Poblete &
Bengtson, 2021), but during a bankruptcy-acquisition several previous
relationships need to be reactivated. We therefore claim that companies
need tools to handle multiple simultaneous reactivation attempts.

By highlighting the specific characteristics of bankruptcy-
acquisitions during possible reactivations, this study also contributes
to literature on relationships and acquisitions (Anderson et al., 2001;
Degbey, 2015; Oberg et al, 2007) by showing that
bankruptcy-acquisition is a special and heterogeneous acquisition type
as it, in contrast to acquisitions of ongoing companies, includes a period
of separation during bankruptcy. This is an important contribution to
literature on both relationships and acquisitions (Oberg, 2012), as well
as to more general management literature on mergers and acquisitions
(M&As) which calls for a more heterogeneous view of M&As (Sarala,
Vaara, & Junni, 2019).

The final contribution of this paper is related to literature on business
relationship ending (Halinen & Tahtinen, 2002; Tahtinen & Havila,
2019; Tidstrom & Ahman, 2006). The findings in this paper contribute
to this body of literature by extending the contemporary view of what
happens to relationships at bankruptcy. Halinen and Téahtinen (2002)
classified bankruptcy as a type of ending that is forced. We contribute,
however, with showing how a bankruptcy estate takes over the bankrupt
company’s exchange activities. In line with Wadell et al. (2019), we thus
add that bankruptcy does not automatically entail the forced end of a
relationship. Whether a relationship is forced to end or not when one
actor is declared bankrupt will ultimately depend on subsequent in-
teractions between the bankrupt company’s bankruptcy estate and
remaining customers and/or suppliers.

6.3. Managerial implications

In a business environment where change is frequent, it is central to
understand what can constrain relationship reactivation. One context
where reactivation can be constrained is the case of bankruptcy-
acquisition. The model developed in this paper is relevant for man-
agers who want to reactivate a business relationship. However, it is
specifically developed for the context of bankruptcy-acquisition. In the
sections below, we illustrate how the model can be used by managers
who want to understand the potential to reactivate a relationship after a
bankruptcy-acquisition.

In terms of constraints from past unsettled debts, it is important for
managers to consider the size of them. Our findings indicate that even
though debts of a bankrupt company cannot be acquired according to
law, unsettled debts imply violations of moral obligations that can create
psychological scars, which constrain the possibility to fully reactivate a
relationship. Accordingly, it is not enough to rely solely on financial
information (Madaus, 2018) during acquisitions, but the human side
(Sarala et al., 2019) that comes to the forefront in qualitative research on
acquisitions (Teerikangas & Colman, 2020) must also be considered. To
make such considerations, acquirers could benefit from investigating the
period of financial instability prior to bankruptcy. Past studies (e.g.,
Oberg, 2008) indicate that a long period of unsettled debts prior to
bankruptcy is likely to create larger constraints on reactivating the
business relationship.

Second, constraints can also come from changes in the adaptations
between the ending at bankruptcy and acquisition. These can lead to a
situation of unilateral switching costs, in which a potential business
partner may not be as dependent on you as you are on them at re-
encounter. In this case, it is important for acquirers to consider the

5 In this paper, the case presented deals primarily with one relationship
reactivation, but the customer had about 500 relationships to reactivate after
the bankruptcy-acquisition.
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length of the period between ending and acquisition. A long time-period
“in between” will likely make it more difficult to reactivate a
relationship.

Finally, constraints are also related to remaining actors’ expectations
of future economic benefits from a relationship. If a remaining actor
expects that the losses will be larger than the benefits, then a full reac-
tivation will be unlikely. In that case, it does not matter whether man-
agers present appealing business plans. Under such conditions it could,
as previously mentioned, be more advantageous to disregard sunk costs
and look for other potential business partners.

6.4. Limitations and future research

The basis of the conceptual development of constraints on reac-
tivating a business relationship after bankruptcy-acquisition is limited
both by previous research on reactivation, relationships and acquisi-
tions, and by our case study. Since the paper and the conceptual model
are based on a single case study in a particular context, there is a need to
investigate other contexts to see if the model can be applied or extended.

One of the specificities of the particular case in the paper is that the
acquirer was a newly started company, and that it therefore did not have
a strong network identity of its own (cf. Oberg et al., 2011). This may
very well have accentuated the supplier’s reluctance to take any finan-
cial risks with the (new) customer. It would therefore be interesting to
study a similar bankruptcy-acquisition case, but where the acquirer is a
well-known company with a strong network identity.

In terms of further research, it would be of great interest to investi-
gate the internal relationships between the elements in our model. The
model does not bring to the forefront such relationships, but creates
space for another study to shed light on the interplay between different
elements in different episodes. Such a study could serve as base to better
understand the elements that are critical for understanding the reac-
tivation potential of a business relationship. This research could also be
important to help clarify circumstances in which it is possible for actors
to get back together, but would instead be prudent to look for a fresh
start with another business partner.

Another important avenue for future research is to make further
investigations of the concept of debt in the context of business re-
lationships. Fulfilling moral obligations by paying debts would seem
central to reproducing relationships, yet this concept has been given
only marginal attention in previous research (cf. Hakansson & Olsen,
2015; Wadell, 2019).

Finally, the bankruptcy context seems promising from a relationship
dynamics perspective. There seems to be a need to integrate studies of
relationships and acquisitions (Anderson et al., 2001; Oberg, 2008,
2012) ending (Halinen & Tahtinen, 2002; Tahtinen & Havila, 2019) and
reactivation (Hurmelinna, 2018; Poblete & Bengtson, 2021) to better
understand the different paths that a relationship might take at
bankruptcy.
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