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The process through which social impact occurs in business relationships has largely remained unexamined. In 
this paper, we draw on relational contracting theory to examine relationship norms and the social impact of their 
legitimation. Our data consist of 27 years of historical secondary data about the business relationship between 
Nokia and its subcontracting partner Elcoteq (1984–2011). We reveal how the legitimation of the role integrity 
and contractual solidarity norms causes social impact within this relationship and how harmonization with the 
social matrix norm leads to social impact both within and outside of the relationship. As a result, we introduce a 
concept network view of social impact. This concept thus contributes to the business relationship literature by 
conceptualizing the ripple effect of one business relationship on a connected network.   

1. Introduction 

Despite the recent shift in attention from the economic to the envi-
ronmental and social impact of doing business, the role of business re-
lationships in enabling this impact is not well understood (Johnsen, 
Miemczyk, & Howard, 2017; Lindfelt & Törnroos, 2006). By social 
impact, we mean “all social and cultural consequences…that alter the 
ways in which people live, work, play, relate to one another, organize to 
meet their needs, and generally cope as members of society” (Burdge & 
Vanclay, 1996, p. 59), which are generated within a business relation-
ship and/or passed on to the members of connected networks (e.g., 
Laczniak & Murphy, 2012; Lindfelt & Törnroos, 2006; Porter & Kramer, 
2011). According to this viewpoint, changes to norms, values, and be-
liefs promulgated in a business relationship can exert social impact 
within (i.e., limited to the buyer and seller) and outside (i.e., beyond the 
buyer and seller) the relationship. The lack of interest in the social 
impact of business relationships is surprising given the inherent char-
acteristics of these relationships: 1) business people tend to prefer 
noncontractual relations (Macaulay, 1963); 2) long-term relational ex-
change is guided largely by ethical principles (Gundlach & Murphy, 
1993); and 3) psychological or relational contracts tend to supersede 
legal contracts as a governance mechanism when relationships mature 
(Ring & Van De Ven, 1994). 

While the concept of social impact holds a specific meaning for or-
ganizations that embrace it at their core (e.g., Austin, Stevenson, & Wei- 
Skillern, 2006; Choi & Majumdar, 2014; Ebrahim & Rangan, 2014), our 
approach is specific to business marketing. We approach business re-
lationships’ social impact through a relationship norms regime (e.g., 
Blois & Ivens, 2007; Heide & John, 1992; Ivens & Blois, 2004; Macneil, 
1980) that signifies an important vantage point for their development (e. 
g., Cannon & Perreault, 1999; Palmatier, Dant, & Grewal, 2007; Wilson, 
1995; Zhang, Watson, Palmatier, & Dant, 2016). Relationship norms 
lead to “regular behavior patterns” (Bettenhausen & Murnighan, 1991, 
p. 21), yet these patterns are not always desirable (Samaha, Palmatier, & 
Dant, 2011; Villena, Revilla, & Choi, 2011; Villena, Choi, & Revilla, 
2019). We argue that understanding how certain relationship norms 
become legitimated or delegitimated (Berger, Hamit Fisek, Ridgeway, & 
Norman, 1998) in business relationships can help to elucidate their so-
cial impact. Legitimation of a certain relationship norm, such as reci-
procity, can affect business relationships’ social impact, for example, by 
enabling managers to prioritize collective social matters over the deeply 
ingrained profit imperative (Corsaro & Snehota, 2010; Ritter & 
Gemünden, 2003). In contrast, delegitimating reciprocity can lead to 
self-interest and opportunistic behavior (Gouldner, 1960; Kaufmann, 
1987). Therefore, we ask: 1) How does the legitimation of relationship 
norms change over the lifespan of a business relationship? and 2) What 
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ramifications does this change have for the social impact within (i.e., limited 
to the buyer and seller) and outside (i.e., beyond the buyer and seller) the 
relationship? 

Our key argument is that understanding the potential social impact 
of a business relationship requires a deeper understanding of how 
managers legitimate the norms that guide interactions in a relationship 
over time. We model business relationship dynamics on a continuum 
from discrete to relational exchanges (Dwyer, Schurr, & Oh, 1987; 
Gundlach & Murphy, 1993) and from neutral to dominant and submis-
sive power dynamics (Alajoutsijärvi, Möller, & Rosenbröijer, 1999; 
Campbell, 1985; Ojansivu, Alajoutsijärvi, & Salo, 2013). To illustrate 
the social impact arising from a business relationship, we purposefully 
sample for the extreme outcomes of social impact and manifestations of 
the theoretical process of legitimation (Patton, 2002, pp. 231–240). In 
this context, we provide a case study of a three decade-long business 
relationship between former global telecommunication giant Nokia and 
its subcontracting partner Elcoteq. This relationship was connected to a 
business network cutting across the European electronics industry, 
leaving a permanent social impact on its operations and employees, as 
well as Finnish society at large. 

Our research makes two theoretical contributions. First, we 
contribute to business relationship research by integrating the concept 
of legitimation (market-based, consent-based and power-based) with the 
different relationship types (discrete, relational, buyer-dominance, 
seller dominance) and the transformation of three carefully selected 
relationship norms over time: role integrity, contractual solidarity and 
harmonization with the social matrix. We believe that the literature on 
relationship norms and legitimation can offer favorable conceptual tools 
for understanding how the social impact of business relationships arises. 
Second, while extant studies have raised the question of the social 
impact of business relationships (Johnsen et al., 2017; Lindfelt & 
Törnroos, 2006; Siemieniako, Kubacki, & Mitręga, 2021), the processes 
through which social impact is achieved have remained unclear. We find 
that the legitimation of the role integrity and contractual solidarity 
norms causes social impact within the relationship, while the harmo-
nization with the social matrix norm leads to social impact both within 
and outside the relationship. Moreover, the extent of social impact de-
pends on the internal dynamics of business relationships and the means 
of transforming or breaching norms in one relationship have a ripple 
effect on the wider network. We therefore suggest a network view of 
social impact that illustrates the connectedness of relationships and their 
norms. 

2. Social impact through legitimating relationship norms in 
business relationships 

2.1. Social impact in the business relationships literature 

After Milton Friedman (Friedman, 1970) made his unforgettable 
statement “The business of business is business” in 1970, exchange for 
profit as the core organizing principle of business organizations has 
rarely been questioned (Corsaro & Snehota, 2010; del Bosque Rodrí-
guez, Agudo, & San Martín Gutiérrez, 2006; Ferro, Padin, Svensson, & 
Payan, 2016; Ritter & Gemünden, 2003). Recently, however, there has 
been increasing interest in the concept of social impact, especially 
among social enterprise scholars (for reviews, see Kah & Akenroye, 
2020; Rawhouser, Cummings, & Newbert, 2019) and inter- 
organizational relationship researchers (for a review, see Siemieniako 
et al., 2021). Rawhouser et al. (2019) considered social impact to be a 
slippery concept since it might implicitly refer to a measurable outcome 
or to the activity/process of producing social impact. Our focus is on the 
process of generating social impact since business relationships are 
“socially contrived mechanisms for collective action, which are contin-
ually shaped and restructured by actions and symbolic interpretations of 
the parties involved” (Ring & Van De Ven, 1994, p. 96). In this sense, 
creating social impact is inherently a dynamic process closely related to 

the legitimation of relationship norms among relationship participants 
(Suddaby, Bitektine, & Haack, 2017). 

Although business relationships have been noted to reflect many 
values other than profit and reward (Andersen & Kumar, 2006; Bagozzi, 
2006; Tähtinen & Blois, 2011), interest in the social impact of business 
relationships has mainly revolved around their “dark side”, referring to 
various structural challenges with consequences for the buyer and the 
seller (e.g., Abosag, Yen, & Barnes, 2016; Oliveira & Lumineau, 2019; 
Samaha et al., 2011). Accordingly, business relationships contain a 
“threshold” beyond which relationship norms and trust can turn sour 
and the relationship becomes harmful for the involved individuals and 
firms (Villena et al., 2019; Villena et al., 2011). Abosag et al. (2016, p. 6) 
discuss a “spectrum of increased darkness”, as well as tolerable and 
intolerable dark sides. However, when and how business relationships 
achieve and surpass a threshold or turn toward the intolerable dark side 
remain debatable. What the prior literature on the dark side has been 
unequivocal about is that reciprocal norms play an important role in 
determining the tipping point at which close relationships become 
dysfunctional (e.g., Abosag et al., 2016; Malhotra, 2004; Villena et al., 
2011). Reciprocity refers to the propensity of the parties to “mirror” 
each other’s behavior by, for example, matching the interpretation of 
partners’ increased solidarity (Frazier & Rody, 1991; Gouldner, 1960). 

Only recently have the consequences of the dark side of business 
relationships for connected partners been considered (Pressey & Van-
haranta, 2016; Zhang, Leischnig, Heirati, & Henneberg, 2021). From a 
network view, a change in one relationship is reflected in the broader 
network due to the connectivity of relationships (e.g., Anderson, 
Hakansson, & Johanson, 1994; Håkansson & Ford, 2002; Möller & 
Halinen, 1999). Our argument is that all organizations generate social 
impact—whether intentional or unintentional, positive or neg-
ative—and transfer it to connected networks through their relationship 
connections. We therefore wish to broaden the discussion about the 
social impact of business relationships to encompass the relationship 
connections forming a network. We argue that tracking the development 
and transformation of relationship norms in a long-term business rela-
tionship and the transfer of such norms to connected partners (Zhang 
et al., 2021) offers an interesting viewpoint into the broader social 
impact of business relationships. Compared with the extant marketing 
literature, which has tended to treat relationship norms as a singular 
construct in which relationship norms either increase or decrease (pace 
Jap & Anderson, 2007; Zhang et al., 2016), we look for a more nuanced 
explanation with richer categorization of relationship norms guided by 
relational contracting theory. 

2.2. Relational contracting theory and relationship norms 

According to relational contracting theory, also referred to as rela-
tional exchange theory (e.g., Blois & Ivens, 2007; Ivens & Blois, 2004; 
Macneil, 1980; Mouzas & Blois, 2013), as business relationships form 
and develop, the parties establish an informal “living” or “psychologi-
cal” contract, in addition to the formal legal contract. In this sense, all 
business-to-business exchanges are based on contracts (Macaulay, 
1963), and the relationality of contracts derives from the recognition 
and respect that are shared between the buyer and seller (Mouzas & 
Blois, 2013). The long-term nature of business relationships enables 
routinization and normalization of certain types of behavior: the parties 
begin to hold expectations of their mutual behavior. These expectations 
are reflected in relationship norms that define the “right action binding 
upon the members of a group and serving to guide, control, or regulate 
proper and acceptable behavior” (Macneil, 1980, p. 38). For example, 
what is considered appropriate behavior in a particular business rela-
tionship is prone to change over time as an industry’s codes of practice 
or “institutional prescriptions” (Meyer & Rowan, 1977) become super-
seded by local codes of conduct (Ojansivu & Hermes, 2019). 

According to Macneil (1983, 2000), when exchange transforms from 
discrete to relational, three common relationship norms intensify and 
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Table 1 
Summary of relationship norms literature with a relational exchange lens.  

Reference Publication 
outlet* 

Theory Methodology Observed 
time 
period 

Key norms Norm change 

Blois and Ivens (2007) JBR Relational contracting theory Experiment Not 
defined 

Role integrity, planning, conflict, solidarity, 
flexibility, harmonization, proprietary, mutuality 

Transformation 

Bunge and Ardila (1987) Book Social psychology Conceptual NA Social matrix Socialization 
Emerson (1962) ASR Power-dependence Conceptual NA Reciprocity Legitimation 
Heide and John (1992) JM TCA, relational contracting 

theory 
Survey Not 

defined 
Flexibility, information exchange, solidarity Increase/decrease 

Ivens (2004) JBIM Relational exchange theory Survey Not 
defined 

Role integrity, flexibility, mutuality, solidarity, long-term orientation NA 

Sven Ivens (2006) JBIM Relational exchange theory Survey Not 
defined 

Value-creating and value-claiming norms NA 

Ivens and Blois (2004) MT Relational contracting theory Conceptual NA Role integrity, implementation of planning, effectuation of consent, flexibility, 
contractual solidarity, reciprocity (mutuality), creation and restraint of power, linking 
norms, harmonization with the social matrix, propriety of means 

Transformation 

Kaufmann (1987) NJ Relational exchange theory Conceptual NA Value-creating and value-claiming norms NA 
Kaufmann and Dant (1992) ML Relational exchange theory Survey Not 

defined 
Relational focus, solidarity, restraint, role integrity, conflict resolution, flexibility, 
mutuality 

NA 

Kim (2000) JAMS Power-influence Survey Not 
defined 

Solidarity Increase/decrease 

Krapfel et al. (1991) EJM Relational contracting theory Conceptual NA Mutuality, creation and use of power Life-cycle stage 
transitions 

Layton (2011) EJM Marketing systems Conceptual NA Social matrix Evolutionary 
Macaulay (1963) ASR Contract law and non- 

contractual 
relations 

In-depth 
interviews, multiple 
case studies 

Not 
defined 

Commitment, reciprocity, flexibility, reputation, bargaining power  NA 

Macneil (1980) Book Relational contracting theory Illustrative case 
examples 

Not 
defined 

Common contract norms, discrete norms, 
relational norms 

Transformation 

Macneil (1983) NULR Relational contracting theory Illustrative case 
examples 

Not 
defined 

Common contract norms, discrete norms, 
relational norms 

Transformation 

Macneil (2000) NULR Relational contracting theory Conceptual NA Common contract norms, discrete norms, 
relational norms 

Transformation 

Meyer and Rowan (1977) AJS Institutional theory Conceptual NA Norms of rationality Institutionalization 
Misztal (1996) Book Trust in social 

Theories 
Conceptual NA Role integrity, reciprocity, solidarity Institutionalization, 

socialization 
Mouzas (2016) IMM Performance-based 

contracting; TCA; relational 
contracting theory 

Longitudinal single 
case study 

2.5 Common contract norms, informed consent to performance targets Negotiation 

Mouzas and Blois (2013) IMM Relational contracting theory Longitudinal 
multiple case 
studies 

2.5 years Relational norms Transformation 

Mouzas and Ford (2009) IMM ARA, industrial network 
approach 

Longitudinal single 
case study 

4 years Norms as focal frames Constitution 

Mouzas and Ford (2018) IMM ARA, industrial network 
approach 

Longitudinal 
multiple case 
studies 

2 years Consent based on interaction and reciprocity Evolution 

Ojansivu and Hermes (2019) JBIM Institutional work Longitudinal single 
case study 

19 years Partnership Institutionalization 

Ring and Van De Ven (1994) AMR Psychological contracts Conceptual NA Fairness, reciprocity Institutionalization, 
socialization 

Zhang et al. (2016) JM Relationship marketing Six annual 
consecutive surveys 

6 years Relational norms Increase/decrease 

Notes: *AJS = American Journal of Sociology; AMR = Academy of Management Review; ASR = American Sociological Review; EJM = European Journal of Marketing; IMM = Industrial Marketing Management; JAMS =
Journal of the Academy of Marketing Science; JBIM = Journal of Business and Industrial Marketing; JBR = Journal of Business Research; JM = Journal of Marketing; ML = Marketing Letters; MT = Marketing Theory; NJ 
= Negotiation Journal; NULR = Northwestern University Law Review. 
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become more visible, while other norms fade into the background. These 
three common norms are role integrity, contractual solidarity and 
harmonization with the social matrix (Macneil, 1983, p. 350, 2000, p. 
897). We focus on these three norms since they are interlinked with 
many other relationship norms commonly associated with relational 
exchanges (see Table 1), including mutuality, flexibility, propriety of 
means, distribution of power (dependency), fairness, and reciprocity (e. 
g., Kaufmann & Dant, 1992; Krapfel, Salmond, & Spekman, 1991; Ring 
& Van De Ven, 1994). 

Role integrity refers to the consistency and predictability arising from 
the expectation that others will behave “properly or adequately in all 
circumstances” (Misztal, 1996, p. 121). The interface between the buyer 
and the seller can be quite complex and include various professional 
roles and departments ranging from sales to engineering, marketing, 
procurement, finance and more (Araujo, Dubois, & Gadde, 1999). As the 
relationship develops, the interface tends to become further compli-
cated, and professional roles become entangled with personal relation-
ships and informal psychological contracts (Kaufmann & Dant, 1992; 
Macaulay, 1963; Ring & Van De Ven, 1994). In business relationships, 
role integrity manifests as consistency in treating one’s exchange part-
ner with respect and fairness in both professional and interpersonal 
capacities. Contractual solidarity refers to the unity experienced between 
a buyer and a seller that binds them together (Kim, 2000). Solidarity 
signifies “a belief in being able to depend on another” (Macneil, 1983, p. 
349), and it is closely related to the norm of reciprocity, which stands for 
mutual benefit and fair dealing (Ring & Van De Ven, 1994). In practical 
terms, contractual solidarity means that a business partner can expect 
the other party to preserve the relationship even during hardship (Ivens, 
2004). Tensions and conflicts are unavoidable in business relationships; 
consequently, both parties require flexibility in dealing with the other 
party to preserve the relationship over an extended period (Ring & Van 
De Ven, 1994). When the business environment changes, the interacting 
parties must be able to absorb these changes, either through their 
informal psychological contracts or by adjusting their formal legal ex-
change specifications (Kaufmann & Dant, 1992). In relational ex-
changes, conflict resolution is an informal internal matter, whereas in 
discrete exchanges, the parties are more open to formal litigation 
(Macaulay, 1963; Macneil, 1980). Propriety of means signifies legiti-
mate ways “by which ends may be achieved” (Macneil, 1983, p. 362), 
which by and large will not be acceptable in other business relationships 
(Ivens & Blois, 2004). Macneil (1983, p. 355) discuss the norm of 
harmonization with the social matrix as the interface between the rela-
tional entity (and its internal norms) and the larger society and its mo-
ralities. The norm of harmonization with the social matrix is of 
particular importance in understanding the social impact of business 
relationships since it embeds the buyer and the seller into industry 
standards and norms/values of society (Bunge & Ardila, 1987; Layton, 
2011; Macneil, 1980). 

In addition to and connection with these norms, an important aspect 
of exchange has to do with the creation and restraint of power (Kauf-
mann, 1987; Krapfel et al., 1991; Macneil, 1980). Power in relationships 
is not static but contingent on organizational developments on the buyer 
and seller sides, as well the broader market environment (Alajoutsijärvi, 
Mainela, & Ulkuniemi, 2012; Krapfel et al., 1991; Mouzas & Ford, 
2009). Contracts restrict choices in business relationships, and when 
exchange intensifies, power dynamics change since “power resides 
implicitly in the other’s dependency” (Emerson, 1962, p. 32). In discrete 
transactions, a breach of contract is rather simple to prove since the 
exchange is short lived, and therefore, the power aspect plays only a 
minor role. In relational exchanges, however, expectations of mutuality 
and reciprocity complicate the matter (Ivens & Blois, 2004; Mouzas & 
Ford, 2018). As an aspect of relational behavior, Ivens (2004, p. 302) 
describes restraint in the use of power as an “expectation that no actor 
will apply his legitimate power against the partner’s interest”. However, 
how the buyer and the seller legitimate norms that become the internal 
reciprocal framework for the business relationship requires more 

consideration. 

2.3. Legitimation of relationship norms in long-term business relationships 

To understand how relationship norms can be actively influenced, 
we use the concept of legitimation (see Suchman, 1995), which describes 
the way in which actors in a relationship negotiate relationship norms, i. 
e., the perception of the appropriateness of different actions undertaken 
in a relationship (e.g., Hermes & Mainela, 2022; Mouzas, 2016; Rao, 
1994; Vaara, Tienari, & Laurila, 2006). We follow Suddaby et al. (2017) 
in defining the legitimation process as a social construction (Berger & 
Luckmann, 1966) between actors in a business relationship who either 
seek or oppose changes in an appropriate status quo, such as a prevailing 
relationship norm. If an actor opposes an existing relationship norm, he 
or she delegitimates it by enacting it differently (Berger et al., 1998; 
Maguire & Hardy, 2009; Oliver, 1992). 

To examine the way in which relationship development is connected 
to the legitimation of norms, we draw theoretical inspiration from the 
work of Alajoutsijärvi et al. (1999), Alajoutsijärvi et al. (2012) and 
Ojansivu et al. (2013) depicting a diamond-shaped framework that 
signifies different business relationship types over time. The diamond 
framework allows us to model relationship development through four 
interrelated constructs (relationality, power, norms, legitimation) in 
nearly limitless ways (see Fig. 1). The horizontal axis represents the 
continuum between discrete and relational exchange (Dwyer et al., 
1987; Gundlach & Murphy, 1993; Krapfel et al., 1991; Webster, 1993), 
and the vertical axis describes the power dynamics between a buyer and 
a seller (Alajoutsijärvi et al., 1999; Campbell, 1985; Emerson, 1962; 
Ojansivu et al., 2013). 

All new relationships without previous ties begin in the discrete 
corner of the diamond framework, and some relationships will remain 
transactional and positioned in the discrete spectrum because the ex-
change is not critical to one of the parties or because an arm’s length 
approach is preferred (e.g., Anderson & Narus, 1991; Krapfel et al., 
1991). In discrete exchanges, norms are considered externally derived 
from an industry’s codes of practice (e.g., Aldrich & Fiol, 1994; Such-
man, 1995; Zucker, 1988) or “institutional prescriptions” (Meyer & 
Rowan, 1977). Anderson and Narus (1991, p. 96) use the term “industry 
bandwidth of working relationships” to signify industry norms for 
preferred types of business relationships. Legitimation of norms is 
market-based and contingent on the broader reputation and status that 
the buyer and seller have in the market (Blois, 1996). As Ford (1980, p. 
344) points out, in the early state of the relationship, “many of the 
judgements made of each company will be on their reputation, as a 
substitute for experience of their abilities”. 

A majority of business relationships quickly migrate on the canvas 
toward any of the three other corners as the relationship progresses (e.g., 
Dwyer et al., 1987; Ford, 1980; Zhang et al., 2016). If the power balance 
is equal and the relationship is mutually beneficial, both parties adapt to 
further facilitate the exchange and deepen the interaction (Krapfel et al., 
1991; Wilson, 1995). When the key individuals come to know each other 
better and the exchange grows in quantity and quality, a partnership 
emerges (Håkansson & Shenota, 1995), and this change is also reflected 
in the prevailing relationship norms (e.g., Palmatier, Houston, Dant, & 
Grewal, 2013; Zhang et al., 2016). In long-term business relationships, 
the social and ethical aspects of the relationship come to the fore 
(Gundlach & Murphy, 1993; Ring & Van De Ven, 1994), and norms 
develop and are transformed internally (Macneil, 1983, 2000; Ojansivu 
& Hermes, 2019). Long-term relationships eventually start incorpo-
rating other types of logic beyond profit maximization; otherwise, 
relational exchange would not be possible, and the relationship would 
remain characterized by discrete transactions (Dwyer et al., 1987; Ford, 
1980; Zhang et al., 2016). The degree of relationality is connected to the 
goals of the relationship: whether they are purely about business profit 
and reward or whether there are also other norms and values involved 
(Heide & John, 1992). Over time, individual managers become socially 
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embedded in the complex set of ties and bonds between the two orga-
nizations, influencing the managers’ experience of legitimate relation-
ship norms (Emerson, 1962; Granovetter, 2017). In a cooperative 
partnership, legitimation of norms becomes necessarily consent-based 
since the relationship is driven by a shared purpose (Håkansson & 
Shenota, 1995). The longer that the relationship endures, the less it 
resembles the institutional prescriptions of the industry, since it de-
velops its own set of local rules and norms (Ojansivu & Hermes, 2019). 
As Dwyer et al. (1987, p. 18) point out, “Once parties come together and 
begin to exchange rewards, they often establish norms that did not exist 
prior to the interaction”. Indeed, Macneil (1983, p. 350) uses the term 
supracontract norms to signify behavior that is no longer contingent on a 
formal contract but follows norms learned and accepted among the 
interacting parties (Ivens & Blois, 2004). 

The interpretation of legitimate relationship norms changes, as some 
people exit and others enter the relationship with different institutional 
prescriptions and views about the relationship’s past and future (Meyer 
& Rowan, 1977). As Ring and Van De Ven (1994, p. 104) point out, 
“turnover [among the people in the relationship] has the effect of 
restarting the clock on the psychological contracts”. It is therefore likely 
that a cooperative form of partnership will eventually falter when either 
the buyer or the seller questions the neutral power balance of the rela-
tionship. In relationships that have lasted for decades, one or both of the 
parties might feel the need to re-evaluate the relationship (e.g., Ala-
joutsijärvi, Möller, & Tähtinen, 2000; Halinen & Tähtinen, 2002). As a 
result, the parties seek ways to restructure the relationship by reinter-
preting or delegitimating (Berger et al., 1998; Maguire & Hardy, 2009; 

Oliver, 1992) the established norms guiding the behavior of the ex-
change (Macneil, 2000). The reasons for relationship decay could be 
exogenous (e.g., market fluctuation, government policy, public pres-
sure) or endogenous (e.g., decrease in performance, resignation of key 
personnel, resource reallocation) and result from passive neglect or 
active betrayal (Ring & Van De Ven, 1994; Zhang et al., 2016). 
Furthermore, the parties can adopt direct and indirect exit strategies; in 
the former, the intention to end the relationship is clearly communi-
cated, whereas in the latter, the relationship is allowed to fade away 
silently, or the ending is disguised with other activities (Alajoutsijärvi 
et al., 2000). Moving back toward the discrete end might not be simple 
since relational inertia, caused by developed routines and norms built 
over time, hinders reverse development (Villena et al., 2011). 

Change can also occur along the power dimension, either from the 
relational end toward the two dominance corners or from dominance 
toward either the discrete or the relational end. In a dominance rela-
tionship, the submissive party must adapt to the new power dynamics 
(Emerson, 1962; Krapfel et al., 1991), and legitimation of norms is 
therefore power-based (French & Raven, 1959). There are various rea-
sons for asymmetric power in business relationships and in the networks 
that they constitute (see e.g., Zolkiewski, 2011). These reasons include 
tangible performance indicators, such as the buyer’s proportion of the 
seller’s business, unique technology, product customization or specific 
credit arrangements offered by either side (e.g., Campbell, 1985; 
Håkansson & Wootz, 1979; Powers & Reagan, 2007). A lock-in type of 
relationship means that the submissive party must move in the direction 
sought by the dominant player to maintain the exchange (Ojansivu et al., 

Fig. 1. Framework exemplifying the different relationship trajectories as relationship norms transform.  
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2013). Blois (2010), however, identifies three scenarios in which the 
submissive party can overcome power-based legitimation: the status 
dynamics of the relationship change, the dominating party violates the 
rules or norms of the relationship in such an irreversible way that the 
relationship can no longer endure, or the relationship is questioned by 
an external party. 

The first scenario can occur when the dominating party begins to 
underperform in the market while the submissive party overperforms, 
changing the “pecking order” of the relationship. The second scenario 
illustrates the interpretive nature of legitimation. Legitimation is rela-
tive, interpreted and perceived “locally” regarding the activities, prac-
tices and cultural artifacts constituting the relationship (see Holmlund & 
Strandvik, 1999). While a violation might encompass an infringement of 
tangible contract clauses, it is more likely to be an experience of certain 
thresholds of acceptability being surpassed (Luhmann, 1975; Villena 
et al., 2011). Indeed, for those in the “inner circle” of the relationship, 
legitimation of relationship norms is necessarily an in situ experience. As 
Emerson points out (1962, p. 32), “power is a property of the social 
relation; it is not an attribute of the actor”. The longer that the rela-
tionship endures, the more difficult it becomes for people outside the 
relationship to understand the internal dynamics and the sources of 
legitimation in the relationship. This fact complicates the third scenario, 
in which an external party, such as a government or the broader public, 
becomes involved in the relationship and evaluates the relationship 
from the viewpoint of the norms of wider society (Ivens & Blois, 2004; 
Macneil, 1980). Importantly, changes in a long-term relationship are 
bound to also have an effect on the wider network (Hertz, 1999) since 
“No business is an island” (Håkansson & Snehota, 1989). The ways in 
which relationship norms are reified in different relationship types are 
described in Table 2. 

In the following, we turn to a business relationship case that shows 
both how relationship norms transform and the social impact that this 
transformation generates. 

3. Methodology 

3.1. Research setting and design 

In this research, we reuse historical qualitative data with an inves-
tigative epistemology (Mason, 2007) to illustrate how the legitimation 
of relationship norms changes over the life span of a business relation-
ship and what ramifications this change has for the social impact within 
(i.e., limited to the buyer and seller) and outside (i.e., beyond the buyer 
and seller) the relationship. The longitudinal setting of the study com-
plicates the data collection and eliminates the option to adopt multiple 
cases (Siggelkow, 2007). Thus, we select a single case design (Yin, 2009) 
with abductive reasoning (Dubois & Gadde, 2002) to systematically 
combine empirical material and theoretically deduced concepts. Such a 
research design is suggested when the phenomenon under scrutiny is 
contextually embedded and dynamic in nature (Halinen & Törnroos, 
2005; Pettigrew, 1987). 

We purposefully sample an illuminative and information-rich case 
that could portray legitimation of relationship norms in practice (Patton, 
2002, pp. 231–240). We find the business relationship between the 
former world-leading mobile phone manufacturer Nokia and its main 
subcontractor Elcoteq fitting for this purpose for several reasons. First, 
the relationship had a significant social impact (both positive and 
negative) on the European electronics industry specifically and on 
Finnish society at large. Second, the relationship represented a strong 
strategic partnership that lasted for three decades, ensuring that there 
was sufficient time for relationship norms to transform and local codes 
of conduct to emerge. Third, the development of the relationship and its 
impact is well documented in the literature and media, providing us 
with a substantial amount of high-quality, publicly available and 
accessible secondary data and enabling us to construct a thick descrip-
tion of the case. Secondary historical data allow for access to “wider 
contextual data; greater resources, including time; [and] the ‘wisdom of 
hindsight’” (Dufour & Richard, 2019, p. 3). 

3.2. Data collection 

The utilized secondary data include biographies of both companies’ 
top executives (Ollila & Saukkomaa, 2016; Sunila, 2008), a well- 
researched chronicle of Nokia that includes a chapter about its busi-
ness relationship with Elcoteq (Lindén, 2016), a book chapter investi-
gating Elcoteq’s role in Estonia’s economy (Högselius, 2005), several 
academic articles (Seppälä, 2013a, 2013b; Viitamo, Luoto, & Seppälä, 
2016), annual reports from both companies and several newspaper ar-
ticles (Lilius, 2007; Mikkonen, 2006; Pohjanpalo, 2002; Vehviläinen, 
2018) and reports (Ali-Yrkkö, 2010; Haataja, 2019; Lovio, 2006) dis-
cussing the history of and influential events in this business relationship. 
In addition, we use two investigative journalism pieces on Elcoteq. The 
first one, produced by MOT, the investigative journalism program of 
Finland’s national public broadcasting company, aired in April 2019 and 
included interviews with former Elcoteq executives, as well as leading 
Finnish professors of finance and accounting (Sokala, 2019). This pro-
gram aimed to investigate the reasons for Elcoteq’s bankruptcy. The 
second program, produced by Finnish Alfa TV, aired in October 2020 
and featured Hannu Krogerus, the vice president of Elcoteq’s board of 
directors from 2010 to 2011, investigating Elcoteq’s hardship during its 
last years of operation (Ruokanen, 2020). 

Considered together, these secondary data paint a rich picture of the 
business relationship between these two industrial giants (see Table 3). 
The sources enable the authors to triangulate the data (Denzin, 1978; 
Patton, 2002) and, given the unobtrusive nature of secondary data, 
allow us “[to reduce] both social desirability response bias and the 
reluctance to respond to explicit ethical questions” (Harris, 2001, p. 
193), which can arise particularly when addressing negative social 
impact questions. 

Table 2 
Reification of relationship norms in different relationship types.  

Norm Discrete Relational Buyer 
dominance 

Seller 
dominance 

Role integrity Expectation 
that people 
will behave 
in alignment 
with market 
norms and 
professional 
roles 

Expectation 
that people 
will value 
their 
interpersonal 
commitments 
and enacted 
roles 

Buyer 
expectation 
that seller 
conforms to 
its 
submissive 
role 

Seller 
expectation 
that buyer 
conforms to 
its 
submissive 
role 

Contractual 
solidarity 

Expectation 
that the 
formal 
contract is 
followed as 
per its legal 
clauses 

Expectation 
that the 
relational 
contract is 
preserved 
even during 
hardships 

Buyer 
expectation 
that the 
seller 
follows the 
relational 
contract as 
enacted by 
the buyer 

Seller 
expectation 
that the 
buyer 
follows the 
relational 
contract as 
enacted by 
the seller 

Harmonization 
with the 
social 
matrix 

Expectation 
that the 
exchange 
will conform 
to industry 
standards 
and norms/ 
values of 
society 

Expectation 
that the 
exchange will 
conform to 
local codes of 
conduct and 
norms/values 
that emerge 
and transform 
during the 
relationship 

Buyer 
expectation 
that the 
seller will 
obey local 
codes of 
conduct and 
norms/ 
values 
propagated 
by the buyer 

Seller 
expectation 
that the 
buyer will 
obey local 
codes of 
conduct and 
norms/ 
values 
propagated 
by the seller  
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3.3. Data analysis and validity issues 

In the first phase of the analysis, we use all available data sources to 
construct a narrative timeline of the relationship’s development. We 
model the development of the Elcoteq-Nokia business relationship as a 
migration over time between different relationship types and the related 
legitimation of norms (see Fig. 1). We use event-based analysis (Halinen, 
Törnroos, & Elo, 2013) and the process of periodization (Hollander, 
Rassuli, Jones, & Dix, 2005) to categorize historical material into 
chronological periods. We pay attention to critical events that have the 
capacity to break existing relationships or foster new ones (Halinen, 
Salmi, & Havila, 1999) or that otherwise represent discontinuities in the 
“temporal flow” (Langley, 1999). In this research, events are considered 
occurrences that affect the way in which norms are legitimated. Thus, 
they indirectly have the potential to affect the social impact of a business 
relationship. We identify three distinct chronological periods in the 
observed 27-year period: 1) movement from market-based to consent- 
based legitimation and positive social impact (1984–2000); 2) a 
change in the relationship trajectory and transformation of the norm 
regime (2001–2005); and 3) a move toward power-based legitimation 
and negative social impact (2006–2011). These periods enable us to 
examine the transformation of norms and to analyze how the changing 
context in a previous period impacted the subsequent period. 

In the second analysis phase, we cluster relevant passages from the 
documents and interview transcripts according to the periods. Our focus 
is on the transformation of relationship norms based on our initial 
framework (see Fig. 1), so we pay attention to both the manifestations of 
norms and the activities aimed at changing the status quo, i.e., legiti-
mating certain norms. In the third analysis phase, we connect the re-
ported social impact to changes in the social matrix (Bunge & Ardila, 
1987; Layton, 2011) at the network level and report different types of 
social impact that the key events indirectly set in motion. 

Several procedures are followed to validate the data interpretation 
(Miles & Huberman, 1984; Silverman, 1993). To overcome the incom-
pleteness, outdatedness or partiality of the collected data (Rubin & 
Babbie, 2008), we adopt an investigative approach (Mason, 2007) and 
analyze all data with the same foci on critical turning points and events 
that emerge. In this way, we develop a profound understanding of the 

critical moments in the business relationship from the perspectives of 
both the involved relationship participants and third parties. We also 
compare our interpretations of the secondary data to reveal potential 
disagreements and reconcile them through discussion. The study reports 
the case in as much detail and variety as possible to enable readers to 
make their own interpretations, increase their understanding, and 
transfer their knowledge to other contexts (Lincoln & Guba, 1985). 

4. Legitimation of relationship norms in different phases of a 
business relationship 

4.1. Movement from market-based to consent-based legitimation and 
positive social impact (1984–2000) 

The beginning of the business relationship between Elcoteq and 
Nokia dates back to 1984. At the time, Nokia Mobira, with its Mobira 
Talkman phone, became the first Finnish customer of the microelec-
tronics unit of the Lohja Corporation (Haataja, 2019). Both Nokia 
Mobira in Finland and Ericsson in Sweden were using standard NMT 
(Nordic Mobile Telephone) technology but were struggling to assemble 
small components. For this reason, both of them became customers of 
the microelectronics unit. In 1990, this unit became an independent 
entity with the name Elcoteq, employing 170 staff members and young 
Antti Piippo as its chief executive (Lovio, 2006). From that point on-
ward, Elcoteq focused on electronics manufacturing services (EMSs). In 
1992, Jorma Ollila became the chief executive of the recently emerged 
Nokia Telecommunications, and from that point onward, Piippo and 
Ollila worked closely together. In the beginning, Nokia did not trust 
Elcoteq’s quality control, and it tested all the parts supplied by Elcoteq 
by itself (Lindén, 2016). This arm’s-length exchange (Ojansivu et al., 
2013) was expensive and time consuming for Nokia. Elcoteq started to 
develop specific skills and capabilities in quality control and slowly 
gained Nokia’s trust, and the relationship started to progress (Lindén, 
2016), as illustrated in Fig. 2. 

Elcoteq produced mobile phone components, modules, and even 
complete phones for companies such as Erickson, Phillips, Siemens and 
BlackBerry. While Nokia was originally merely one of Elcoteq’s cus-
tomers in the competitive electronics market, its role started to grow 

Table 3 
Secondary data.  

Item 
# 

Reference Data source 
type 

Relevant contents Relationship viewpoint Time period 
covered 

1 Ollila & Saukkomaa, 2016 biography Nokia’s offshoring decision and role in Finnish society Nokia’s CEO Jorma 
Ollila 

1984–2011 

2 Sunila, 2008 biography Elcoteq’s development and history with Nokia Elcoteq’s CEO Antti 
Piippo 

1984–2007 

3 Lindén, 2016 chronicle Review of Nokia’s relationship with Elcoteq Nokia 1984–2011  
Högselius, 2005 chronicle Review of Elcoteq’s role in Estonia’s economy Elcoteq 1993–2004 

4 Seppälä, 2013a academic 
article 

Changes in mobile telecommunications supplier networks Nokia 2000–2010 

5 Seppälä, 2013b academic 
article 

A mobile telecommunication buyer’s impact on suppliers’ strategies Nokia 2000–2010 

6 Viitamo, Luoto & Seppälä, 
2016 

academic 
article 

Servitization in Elcoteq’s relationship with Nokia Elcoteq 1984–2011 

7 Lilius, 2007 newspaper 
article 

Review of Elcoteq’s relationship with Nokia Elcoteq 2003–2006 

8 Mikkonen, 2006 newspaper 
article 

Telecommunication production’s move to Asia Nokia 1992–2006 

9 Pohjanpalo, 2002 newspaper 
article 

Regional economic growth through the development of the 
telecommunication industry 

Nokia 1958–2002 

10 Vehviläinen, 2018 newspaper 
article 

Nokia’s market share plummeting Nokia 2000–2016 

11 Ali-Yrkkö, 2010 report Nokia’s role in Finnish economy Nokia 1990–2009 
12 Haataja, 2019 report History of Elcoteq and Nokia’s and Piippo’s role in shaping it Elcoteq 1984–2011 
13 Lovio, 2006 report Nokia’s supply network globalization from the Finnish economy’s 

perspective 
Nokia 1990–2006 

14 Sokala, 2019 TV interview Elcoteq’s bankruptcy and the reasons for it Elcoteq 1984–2011 
15 Ruokanen, 2020 TV interview Elcoteq’s bankruptcy and Nokia’s role in it Elcoteq 1984–2011  
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over time. In the early 1990s, Nokia was a challenger of market in-
cumbents, such as Ericsson, Siemens and Motorola (Ali-Yrkkö, 2010). 
Elcoteq started to grow quickly with the help of Nokia and Ericsson, and 
by mid-1990, it employed 1700 staff members and ran factories in 
Estonia, Russia, Hungary, Germany, Poland, Mexico, China and Brazil 
(Haataja, 2019). This growth was possible because of the unprecedented 
pace of mobile telephone diffusion, which soared from 90 million 
handsets to 4 billion between 1995 and 2008 (Ali-Yrkkö, 2010). 

In 1998, Elcoteq and Nokia signed a framework agreement to further 
develop their business relationship (Elcoteq Network Corporation, 
1999). By 2000, Nokia had become the market leader in mobile phones, 
with an estimated market value of 223 billion euros (Ali-Yrkkö, 2010; 
Lovio, 2006; Vehviläinen, 2018). At the same time, Elcoteq produced 
approximately 30% of all Nokia mobile phones and contributed signif-
icantly to innovating new models (Haataja, 2019). The relationship 
between Elcoteq and Nokia matured into a partnership, and there was 
deep mutual trust between them. Timo Seppälä, global account director 
at Elcoteq responsible for the Nokia account between 2000 and 2007, 
expounds on this point: 

“We were dependent on Nokia, and Nokia was dependent on Elco-
teq” (Timo Seppälä, interviewed by Hannu Sokala in the MOT pro-
gram, 8.4.2019). 

Indeed, Antti Piippo, the cofounder and CEO of Elcoteq, described his 
business philosophy as “coevolution” (Lindén, 2016). This philosophy 
entailed maximizing shared common interests rather than individual 
self-interest, and it very much encapsulated the ethos of the relationship 
with Nokia, as Hannu Krogerus, the vice president of Elcoteq’s board of 
directors from 2010 to 2011, explains: 

“The relationship [between Elcoteq and Nokia] worked for 15 years 
like clockwork, and not many of Nokia’s subcontractors have been as 
deeply integrated into its production processes as Elcoteq; this 
[integration] extended to the entire supply chain” (Hannu Krogerus, 
interviewed by Hannu Sokala on Alfa TV, 20.10.2020). 

Over time, the business partnership between Elcoteq and Nokia 
extended to informal personal relationships between the two companies. 
As an example, Antti Piippo initiated and spearheaded an exclusive 
motorcycle club, “Cigar Angels”, which attracted top Nokia managers, 
such as Juha Putkiranta, Kalle Isokallio and Anssi Vanjoki (Lindén, 
2016). In this sense, the top executives of the two companies were 
closely involved even in their spare time, thus enabling the formation of 
complex psychological contracts, interpersonal commitments and 
appreciation of role integrity. Toward the end of the first chronological 
period (1984–2000), the two organizations became knitted together 
with distinct practices and codes of conduct. Krogerus elaborates: 

“The strength of Elcoteq was that towards the end of the relationship, 
it did not need to provide even guarantees [standard industry legal 
practice] for Nokia because the system was so flawless and created 
together that it produced only superb quality” (Hannu Krogerus, 
interviewed by Hannu Sokala on Alfa TV, 20.10.2020). 

During these intensive twenty years, the type of legitimation in the 
relationship evolved from market-based to consent-based, meaning that 
all major decisions were planned and executed together. This reciprocal 
approach brought enormous success for both parties. Nokia was the 
fastest-developing large company in Finland during the 1990s, and 
together with Elcoteq, it contributed substantially to Finnish national 

Fig. 2. Relationship development between Elcoteq and Nokia (1984–2011).  
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wealth (Lovio, 2006). From 1995 to 2000, Nokia’s share of taxes in 
Finland (corporate taxes, income taxes, taxes on management options, 
and social security payments) surpassed 6.5 billion euros, and at its peak 
in 2000, Nokia’s share of Finnish GDP was a staggering 4% (Ali-Yrkkö, 
2010). Jorma Ollila, the chief executive of Nokia from 1992 to 1999, 
explains (Ollila & Saukkomaa, 2016, p. 256): 

“Nokia brought a fresh self-confidence and boldness to a country 
recovering from economic depression. Nokia gave hope to com-
panies and individuals who wanted to become world leaders in their 
field”. 

It is clear that Nokia and Elcoteq were conscious of their positive 
social impact on Finnish society since it was publicly noticed and dis-
cussed (Aittapelto & Koljonen, 2006). Some journalists spoke about the 
“miracle of Oulu”, referring to the rapid development of electronics 
manufacturing and the ICT cluster in the Oulu region in Northern 
Finland (Pohjanpalo, 2002). The success of Nokia was largely founded in 
this region since it provided research, teaching and industry collabora-
tion. Hannu Krogerus elaborates: 

“The GSM [global system for mobile communication] technology 
[enabling mobile phones] was developed collaboratively between 
the University of Oulu and Nokia in Oulu, and the role of the uni-
versity was significant; thus, the miracle of Oulu generated 
numerous businesses in this region” (Hannu Krogerus, interviewed 
by Hannu Sokala on Alfa TV, 20.10.2020). 

4.2. A change in the relationship trajectory and transformation of the 
norm regime (2001–2005) 

During the second chronological period (2001–2005), the market 
was changing, and Nokia started to adapt its supply chain accordingly. 
While Foxconn emerged as a partner for Nokia in the early 2000s, 
Elcoteq’s executives were slow to foresee the successful partnership 
coming to an end. Some Nokia executives have criticized Piippo for 
being overly naïve for relying on his personal relationship with Ollila 
and the other Nokia top executives (Lindén, 2016). All of the signs 
pointed to the era of consent-based legitimation being replaced by 
power-based legitimation on Nokia’s behalf, but Elcoteq’s leadership 
refused to acknowledge this momentous change between 2001 and 
2005. 

Competition in the global ICT industry was growing at an increasing 
pace, especially from the beginning of this millennium (Seppälä, 
2013b). In the beginning of the 1990s, there were more than a thousand 
electronics contract manufacturers worldwide, while toward the end of 
the decade, the amount had dropped to a handful, and Elcoteq was the 
largest in Europe (Lindén, 2016). With more emerging economies 
entering the global marketplace, the number of potential new mobile 
phone customers grew rapidly, leading to surges in demand for ICT 
devices and calls for increased production capacities and product dif-
ferentiation and customization (Seppälä, 2013a). Simultaneously, 
competition among established ICT companies and new entrants from 
the Americas and Asia grew significantly, necessitating increased vol-
umes and diversification at lower cost levels (Lindén, 2016). 

To lower costs to the desired level in mobile phone production and 
later in R&D, Nokia oriented itself toward low-cost production envi-
ronments in Asia (Seppälä, 2013b) and urged its European suppliers, 
including Elcoteq, to move along. In this way, Nokia ensured that it 
retained its trusted and established suppliers in Finland while simulta-
neously testing the reliability of potential new suppliers, mainly Fox-
conn, from Asia (Lindén, 2016). At the same time, Nokia started to 
redesign its supplier network and downgrade its relationship with 
Elcoteq, its most important supplier. It created three EMS clusters: one 
led by Foxconn, the second led by US-based Jabil and the third led by 
Elcoteq (Seppälä, 2013a, 2013b). 

The turning point was a disagreement about Nokia’s supply chain 

strategy. Nokia’s top management, especially Jorma Ollila, opted for 
vertical integration, while Piippo preferred horizontal integration 
(Lindén, 2016). Nokia started to strong arm its Finnish subcontractors to 
vertically integrate with their competitors in Asia, and it required 
Elcoteq to include the up-and-coming Chinese EMS provider BYD in its 
cluster (Lindén, 2016). Soon Nokia took over the management of Elco-
teq’s cluster (Seppälä, 2013b) to Elcoteq executives’ utter disbelief, as 
Hannu Krogerus points out: 

“Around 2004–2005, strange things started to happen. The 
manufacturing strategy of Nokia was changing, and Foxconn from 
China had emerged as Nokia’s major manufacturing partner…. One 
by one, Nokia replaced its Finnish subcontractors, who had enabled 
its growth and success, with Foxconn” (Hannu Krogerus, interviewed 
by Hannu Sokala on Alfa TV, 20.10.2020). 

As opposed to many other Nokia subcontractors, Elcoteq hesitated to 
pursue the radical change requirements of its most important customer. 
While accepting Nokia’s demand to orient R&D and production toward 
Asia, Elcoteq pursued its own goal of becoming an original design 
manufacturer (ODM) organization (Lindén, 2016). As opposed to inte-
grating backward, following its main competitors in Asia and as 
demanded by Nokia, Elcoteq began to broaden its capabilities horizon-
tally and develop its own mobile phone concepts (Seppälä, 2013a). This 
strategy was not what Nokia wanted. 

The tight, coevolving and economically beneficial relationship be-
tween Elcoteq and Nokia started to crumble. Indeed, from the early 
2000s onward, Nokia increasingly allocated offers for production and 
R&D to other EMS suppliers, primarily Foxconn and the Chinese BYD, 
purposefully sidelining Elcoteq (Viitamo et al., 2016). In 2003, Nokia 
and its Finnish allies already had 15,000 employees in China (Mikkonen, 
2006), and by 2006, this number had reached 30,000 (Lovio, 2006). 
Like many Nokia subcontractors, Elcoteq had become strongly depen-
dent on its key customer, relying on their mutual trust. In 2003, 78% of 
its total revenues came from Nokia and Ericsson (Elcoteq Network 
Corporation, 2004). As a consequence, Elcoteq’s turnover stemming 
from Nokia dwindled within a few years and caused severe financial and 
reputational difficulties (Aittapelto & Koljonen, 2006). In 2005, Elcoteq 
and its Taiwanese rival Foxconn had similar revenues, but within a 
couple of years, the latter’s revenues had skyrocketed with the help of 
Nokia (Lindén, 2016). In August 2005, the international investment 
bank EVLI announced that Elcoteq was about to lose its central role in 
Nokia’s handset supply chain. While Nokia quickly corrected this false 
rumor, the damage was done, and the deep mutual trust and contractual 
solidarity between the two industrial giants evaporated. 

4.3. A move toward power-based legitimation and negative social impact 
(2006–2011) 

Despite the troubles with Nokia, Elcoteq was at its financial peak, 
employing approximately 19,000 people and generating revenues of 6 
billion euros (Viitamo et al., 2016). In early 2006, Elcoteq invested 100 
million euros in new Nokia dedicated factory lines despite signals 
indicating that Nokia was decreasing its production capacity (Sokala, 
2019), while Nokia’s orders from Elcoteq continued to decrease, and by 
May 2007, they stopped altogether. This event took Elcoteq’s executives 
by surprise since Nokia had just inspected the new factory lines and 
production was scheduled to commence one month later (Lilius, 2007; 
Lindén, 2016). Elcoteq’s sales plunged by 800 million euros, and a free 
fall began. Hannu Krogerus elaborates: 

“Nokia didn’t provide any chance [for Elcoteq]. They should have 
announced the new strategy and Elcoteq’s reduced role [well ahead], 
and the situation would have been understandable in a market 
economy, but what they did was backstabbing” (Hannu Krogerus, 
interviewed by Hannu Sokala on Alfa TV, 20.10.2020). 

According to Lindén (2016), Nokia had decided to end its 
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relationship with Elcoteq one year earlier but had kept this information 
to itself. After Nokia abandoned Elcoteq and moved its production to 
China, Elcoteq lost its legitimacy with other clients and, most impor-
tantly, with the banks that were financing its growth. Antti Piippo, chair 
of the Elcoteq board from 1991 to 2010, explains: 

“When Nokia announced that its partnership with Elcoteq was over, 
banks considered Elcoteq to have no future significance” (Antti 
Piippo, interviewed by Hannu Sokala on the MOT program, 
8.4.2019). 

From 2008 onward, the situation with Elcoteq collapsed quickly. The 
timing was troublesome since the financial crisis had just begun. The 
bank syndicate financing Elcoteq refused to renew its loans, and Elco-
teq’s other main customers, Ericsson and RIM (the manufacturer of 
BlackBerry), decreased their orders to minimize their own risks. Elcoteq 
threatened Nokia with a 320 million-euro lawsuit for breaking its con-
tract, and in response, Nokia agreed in 2010 to help finance Elcoteq and 
negotiate about future collaboration (Lindén, 2016). However, the terms 
of the bank syndicate toughened, as the banks requested an enormous 
72% interest on their loans (Sokala, 2019). It was clear that the bank 
syndicate had decided to push Elcoteq into insolvency rather than turn it 
around. Vesa Puttonen, professor of finance, elaborates: 

“It was clear that because of all the fees [requested by the bank 
syndicate], there was no way for Elcoteq to realistically survive” 
(Vesa Puttonen, interviewed by Hannu Sokala on the MOT program, 
8.4.2019). 

Timo Rothovius, professor of accounting and finance, shares this 
view: 

“The banks knew that it [Elcoteq] could not survive, so it was a 
planned insolvency and they [banks] were merely trying to maxi-
mize their receivables” (Timo Rothovius, interviewed by Hannu 
Sokala on the MOT program, 8.4.2019). 

The bank syndicate announced Elcoteq’s insolvency in fall 2011, and 
by that time, most ICT jobs had disappeared from Finland and Europe. 
While between 2000 and 2004, 80% of Nokia’s production and 100% of 
its R&D were located in Finland, by 2012, a majority of its R&D had 
moved to Asia, and only 20% of its production remained in Europe 
(Seppälä, 2013a). 

5. Analysis of the legitimation of relationship norms and its 
social impact 

In a retrospective analysis of the relationship trajectory, the critical 
wakeup event for Elcoteq’s leadership was in 2007, when Nokia refused 
to use the brand-new 100 million-euro factory lines that it had requested 
from Elcoteq. Transparency between the two companies disintegrated, 
as Nokia began making moves on its own without consulting Elcoteq’s 
leadership. The globalization and offshoring process in the ICT industry 
appeared irreversible, and Nokia started to adapt its operations quickly. 
The goal of Nokia executives was to develop the world’s most efficient 
supply chain (Lindén, 2016), and time was wasting since Apple’s 
iPhone, produced by Foxconn, started to dominate the Chinese market 
in 2008 (Ollila & Saukkomaa, 2016). 

It is unclear how conscious Nokia’s leadership was of the negative 
social impact its offshoring decision would have. Nevertheless, its de-
cision to replace Elcoteq with Chinese-based Foxconn and its allies 
meant that the entire ICT network spearheaded by Elcoteq was wiped 
out from Europe during the third chronological period (2006–2011). 
This network included 19 firms and employed approximately 57,000 
staff globally in 2005 (Lovio, 2006). The broad interpretation of Nokia’s 
decision was that it was attempting to lower its production costs 
(Seppälä, 2013b). Interestingly, Ali-Yrkkö (2010, p. 7) estimated that, in 
the case of the Nokia N95, launched in 2007 as a response to the iPhone 
(Ollila & Saukkomaa, 2016), manufacturing and assembly contributed 

only approximately 2% of the handset price, while materials accounted 
for approximately 30%, distribution and retail accounted for 15%, 
software and licenses accounted for 4%, and the Nokia brand accounted 
for 49%. This estimate hints that offshoring production from Europe to 
China, then to India, then to Vietnam and then to wherever the lowest 
labor costs might be (Seppälä, 2013b) has a limited impact on profit-
ability in the case of a high-end product, such as a smartphone. It is also 
evident that offshoring was not without difficulties for Nokia, and many 
of the taken-for-granted aspects of its partnership with Elcoteq were 
difficult to secure in China. There, supply chain concerns included 
espionage, quality issues, loss of immaterial rights and reputational 
damage (Lindén, 2016). At the time, Nokia’s leadership considered the 
outsourcing decision strictly good business, as Ollila (Ollila & Saukko-
maa, 2016, p. 257) explains: 

“Finns were slow to learn that despite Nokia’s Finnishness, all the 
company’s decisions were made in the face of worldwide 
competition”. 

Lovio (2006, p. 355) argued that a socially responsible organization 
planning to offshore its production should undertake the following 
steps: 1) inform the necessary stakeholders well ahead so that they have 
time to prepare; 2) work closely with the home country government to 
provide necessary services for the employees to adjust; and 3) enhance 
the working conditions and wellbeing of employees in the host country 
to which offshoring occurs. Regarding the first point, it is unclear why 
Nokia was not more transparent about its plans with Elcoteq. There have 
been allegations regarding Foxconn and BYD strong-arming Nokia to 
abandon Elcoteq (Lindén, 2016), but these allegations have not been 
verified in court. Regarding the second point, there was a vivid discus-
sion in Finnish media about the negative social impact of Nokia’s off-
shoring strategy (Aittapelto & Koljonen, 2006). For example, in 2007, 
legislator Olin challenged the cabinet in the Finnish parliament (Olin, 
2006): 

“Mr President of the Finnish Parliament, I would like to inquire from 
the cabinet that while we can see more and more Elcoteq type of 
situations where EU is taken for a ride: Is there a plan at the EU-level 
to prepare for this type of by-products of globalization? These situ-
ations illustrate that the concept of ‘responsible market economy’ 
may no longer be relevant. It seems that a more fitting term would be 
‘greedy’ market economy”. 

Regarding the third point, it is unclear how conscious Nokia man-
agers were of the harsh working conditions in foreign factories and what 
their own contribution should be to improve these conditions. For 
example, in 2010, 18 Foxconn employees jumped off the roof of the 
Long-Huan factory to commit suicide as a result of dreadful working 
conditions, and one year later, 150 Foxconn employees of the Wuhan 
factory threatened to commit mass suicide for the same reason (Mer-
chant, 2017). The Finnish government took a surprisingly sluggish 
approach and allowed Nokia to offshore its production from Finland and 
Europe without counterarguments. The enormous wealth generated by 
Nokia for Finland during the “good times” might have blinded the 
Finnish state elite when the “bad times” became apparent. Nokia was 
untouchable in Finland, and the government was afraid to interfere in its 
operations (Lindén, 2016). When the bank consortium charged an un-
reasonable 72% interest rate in 2011, Elcoteq reached out to the Na-
tional Bureau of Investigation (NBI) and the Finnish Financial 
Supervisory Authority (FIN-FSA), accusing the banks of blackmail 
(Sokala, 2019). Both of these institutions refused to investigate the 
matter since they considered the bank’s behavior normal (Lindén, 
2016). Currently, the Financial Conduct Authority of the UK is investi-
gating the activities of the Royal Bank of Scotland, which spearheaded 
the bank consortium forcing Elcoteq into insolvency (Haataja, 2019). 

The business relationship in our case study (between Nokia and 
Elcoteq) was a conventional business relationship in which all decisions 
followed economic principles, thereby producing both positive and 
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negative social impact. We showcase how these impacts were related to 
relationship norm transformations during the three-decade-long busi-
ness relationship and how the buyer (Nokia) infused asymmetric power 
in the relationship after twenty years of reciprocal relational exchange 
with the seller (Elcoteq). The migration from consent-based legitimation 
to power-based legitimation and the decay of contractual solidarity and 
role integrity (see Fig. 2) did not occur by mutual agreement but were 
imposed by the more powerful buyer. In our case, the buyer broke the 
existing psychological contracts (Ring & Van De Ven, 1994) by silently 
adopting a vertical integration strategy and then using its dominant 
position to impose this strategy in the business relationship and in the 
connected supply network without the seller’s full awareness. Using the 
vocabulary of the relationship dissolution literature, this situation could 
be identified as a disguised exit strategy with active betrayal (Ala-
joutsijärvi et al., 2000; Zhang et al., 2016). 

To understand the scale of the social impact beyond the focal busi-
ness relationship, we must consider the relationship embedded in the 
global business network of the telecommunications industry to examine 
the connected relationships and their broader network dynamics (e.g., 
Anderson et al., 1994; Håkansson & Ford, 2002; Mouzas & Ford, 2009). 
The buyer had established a certain way of operating with its subcon-
tracting network in Finland and Europe, mainly through the three 
relationship norms of role integrity, contractual solidarity and harmo-
nization with the social matrix built over time within the focal business 
relationship with the seller. After new players entered the market and 
competition intensified, the buyer struggled to maintain the consistency 
of its role integrity. The buyer’s emerging relationship with the seller’s 
rival (Foxconn, a China-based international player) was based on a 
different norm regime. The role that the buyer adopted with its new 
supplier in Asia was contradictory to its roles with its established sub-
contractor network in Europe. By breaking its role integrity with the 
seller (the expectation that people will value their interpersonal com-
mitments and enacted roles), the norm of contractual solidarity (the 
expectation that the relational contract is preserved even during hard-
ship) lost its reciprocal grounding. Ultimately, by intentionally and 
perfidiously misleading the seller, the buyer delegitimated these norms, 
choking off any reciprocity in the relationship. Similarly, the buyer 
breached the harmonization with the social matrix norm (Macneil, 
1980, 2000), exemplifying the industry code of “good conduct” that it 
had helped to shape over time in Europe and especially in Finland. This 
action in turn caused the buyer to experience reputational issues for 
many years. 

6. Discussion and conclusions 

The aim of this study was to increase understanding of how the 
legitimation of relationship norms changes over the life span of a busi-
ness relationship and what ramifications this change has for the social 
impact arising within (i.e., limited to the buyer and seller) and outside (i. 
e., beyond the buyer and seller) of the relationship. Our research in-
tegrates the concept of legitimation (Berger et al., 1998; Meyer & 
Rowan, 1977; Suchman, 1995; Suddaby et al., 2017) with different 
relationship types (Alajoutsijärvi et al., 1999; Campbell, 1985; Ojansivu 
et al., 2013) and the transformation of relationship norms over time 
(Blois & Ivens, 2007; Ivens & Blois, 2004; Macneil, 1980). While extant 
studies have illustrated the potential scope of the social impact of 
business relationships (Johnsen et al., 2017; Lindfelt & Törnroos, 2006) 
and the economic benefits of flourishing business relationships for so-
ciety have been recognized (Håkansson & Shenota, 1995; Terpend, 
Tyler, Krause, & Handfield, 2008; Villena et al., 2011), our under-
standing of the processes through which social impact is produced has 
remained limited. Our solution was to approach these processes through 
a relationship norms regime; i.e., we argued that changes to the 
normative underpinnings of business relationships can exert social 
impact within and outside of their boundaries. The distinction between 
the former and latter types of social impact is significant. A change in the 

relationship norms regime could lead to social impact within the 
boundaries of the focal relationship if it creates “social and cultural 
consequences…that alter the ways in which people live, work, play, 
relate to one another, organize to meet their needs, and generally cope 
as members of society” (Burdge & Vanclay, 1996, p. 59). When the 
changes in the relationship norms regime transfer to connected partners 
(Zhang et al., 2021), we consider the social impact to have occurred both 
within and outside of the focal relationship. 

We approached the creation of social impact within a business 
relationship through the transformation of three relationship norms: 
role integrity, contractual solidarity and harmonization with the social 
matrix. These norms, grounded in relational contracting theory, enabled 
a richer and a more nuanced explanation of norm transformation 
compared with the extant marketing literature (see e.g., Jap & Ander-
son, 2007; Zhang et al., 2016). In our research framework (see Fig. 1), 
we theorized two origins of these norms (external and internal) and 
three forms of their legitimation (market-based, consent-based and 
power-based). These dimensions allowed us to characterize four rela-
tionship types (see Table 1) and to illustrate the different relationship 
migration trajectories (Zhang et al., 2016) as the relationship norms 
transform. 

Our contributions to the research focusing on business relationships’ 
social impact are twofold. First, we conceptualize the social impact 
arising within a business relationship by examining the process of 
legitimation of relationship norms. We argue that the legitimation of 
role integrity and contractual solidarity cause social impact within a 
business relationship. Second, we introduce the concept of the network 
view of social impact to show how social impact goes beyond the focal 
relationship. This effect, we argue, occurs through the legitimation of 
norm harmonization with the social matrix. 

6.1. Legitimation of relationship norms and social impact within business 
relationships 

We maintain that the norms of role integrity and contractual soli-
darity influence social impact within a business relationship. Legiti-
mation of role integrity and contractual solidarity enable a movement on 
the horizontal axis of the diamond framework (Fig. 2) toward consent- 
based legitimation and positive social impact (see 1984–2000 in the 
case study). Here, social impact means the way in which these norms 
affect buyer and seller trust and commitment and, even more so, the 
cultural and social consequences for the interactions in the relationship 
by creating a reinforcing atmosphere (Ojansivu et al., 2013). These norm 
transformations influence the interacting people in the relationship in 
two ways. First, through legitimating the norms regime, that is, living up 
to the agreed professional and interpersonal roles and committing to 
informal psychological contracts, positive social impact is exerted on the 
relationship and its partners. Second, by delegitimating (Berger et al., 
1998; Maguire & Hardy, 2009) the norms regime, the reverse, that is, 
negative social impact on the relationship, is achieved (see 2001–2005 
in the case study). Consequences on the relationship include a reserved 
atmosphere characterized by distrust and loss of commitment (Kauf-
mann & Dant, 1992; Macaulay, 1963; Ojansivu et al., 2013; Ring & Van 
De Ven, 1994). As we found in our case, when Nokia broke its role 
integrity with Elcoteq, the relationship deteriorated quickly through 
failed expectations of people’s interpersonal commitments and enacted 
roles. Similarly, a lack of contractual solidarity led to a loss of its 
reciprocal grounding. 

6.2. Network view of social impact beyond business relationships 

We argue that the norm of harmonization with the social matrix 
influences the social impact within and beyond a business relationship. 
A positive social impact can be created, for example, by transferring a 
sustainable and economically prosperous social matrix legitimated in a 
relationship to an entire industry (as happened, for example, in Estonia, 
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with the seller; see Högselius, 2005). In contrast, forcefully dele-
gitimating the norm of harmonization with the social matrix and the 
neutral power balance using one’s dominant position is likely to cause a 
negative social impact beyond the relationship. The activation of the 
vertical power axis (Fig. 2) denotes a disruptive movement, in which the 
legitimation of norms is based on a dominant position of either party and 
thus implies a greater potential impact outside the relationship (see 
2006–2011 in the case study). This insight overlaps with the findings of 
Kaufmann (1987) and Sven Ivens (2006), who suggested that the norms 
of role integrity and contractual solidarity help to create value, while the 
creation and restraint of power and the harmonization norms control the 
value-claiming behavior. 

In our case study, relationship norms diffused in three different ways. 
First, the established relationship norms regime between Nokia and 
Elcoteq set a benchmark for the industry in Europe, especially in 
Finland, for many years. Accordingly, partnerships characterized by 
openness, reciprocity, mutual trust and the can-do “sisu” spirit became 
the famous industry norm among Finnish telecommunications com-
panies (see Doz & Wilson, 2018). Second, the norms spreading from 
Nokia’s international relationships (mainly from Foxconn in Asia) 
negatively influenced its relationship with Elcoteq. Third, Nokia’s 
delegitimation of role integrity and contractual solidarity with Elcoteq 
disrupted the wider social matrix in the electronics and ICT market, 
leading to a macrolevel socioeconomic disaster. We therefore suggest a 
network view of social impact that illustrates the connectedness of re-
lationships and their norms. A network view broadens the assessment of 
relationship norm legitimation from the buyer–seller relationship to the 
connected relationships and the wider network. When understood 
through a network view, social impact is not an isolated phenomenon 
confined to the boundaries of a focal business relationship; rather, it 
affects various partners and is magnified by all connected relationships. 
Adopting the network view means that assessments of the social impact of 
a business relationship should encompass all directly and indirectly 
linked entities (Håkansson & Snehota, 2006). In this sense, relationship 
norms legitimated or delegitimated within a tight group of executives 
could have unprecedented consequences as they ripple through the 
supply network (e.g., subcontractors’ own subcontractors and their 
subcontractors). With this notion of a network view of social impact, we 
also contribute to the emerging streams of literature aiming to under-
stand the dark sides of business relationships (Mele et al., 2018; Villena 
et al., 2011) and the possible negative effects of market-shaping activ-
ities on parties outside the focal relationship (Cova, Ivens, & Spencer, 
2021). Our findings shed light on the processes through which re-
lationships not only conform to but also shape industry-level standards. 

6.3. Managerial implications 

Our findings also have implications for managers in charge of busi-
ness relationships. While the “business of business is business” (Fried-
man, 1970), and managerial decisions are usually made against an 
economic background, the relational aspects of exchange also involve 
other types of goals beyond profit maximization. When managers find 
themselves on the “dark side” of a business relationship (e.g., Abosag 
et al., 2016; Oliveira & Lumineau, 2019; Samaha et al., 2011), the 
strategies used to legitimate (or delegitimate; see Berger et al., 1998) 
norms should be carefully considered since they will also impact the 
network of surrounding relationships. Mutually enacted, they could lead 
to a collective industry “consciousness” or “memory”. Since social 
impact is an inevitable effect of business relationships, managers must 
accept responsibility for legitimating and delegitimating norms and thus 
influencing the relationship’s social impact. All organizations are ex-
pected to be accountable for the consequences of their actions, and so 
should be the managers in charge of business relationships. Business 
relationships have the capacity to create jobs, careers, and innovations 
and enhance economies (see Högselius, 2005; Pohjanpalo, 2002). 

However, business relationships can also contribute to harsh 

working conditions, unemployment and social unrest (see Ali-Yrkkö, 
2010; Lindén, 2016; Merchant, 2017). Managers are not always aware of 
the interconnectedness of relationships, or their understanding might be 
partial. Applying a network view requires more consciousness from 
managers since they must weigh both the direct economic impact and 
the broader social impact, which could require more time to materialize. 
Therefore, managers must be aware of the history of the business rela-
tionship, its current type, its future trajectory and its links with the wider 
network. Moreover, being aware and alert of this “dark side” might help 
less powerful partners to avoid harmful backward migration in business 
relationships. 

A limitation of the study is that it focused on an extreme case 
involving two telecommunications industry giants. Future studies could 
focus on different types of relationships and their migration trajectories 
(e.g., from discrete to asymmetric power) to increase our understanding 
of the different legitimation and delegitimation processes that affect the 
social impact within and beyond a business relationship. There is also 
room for future research focusing on partnership business relationships 
that aim at sustaining mutual benefit through value-claiming norms and 
the restraint of power (see Kaufmann, 1987; Sven Ivens, 2006). 
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www.talouselama.fi/uutiset/parisuhde-kriisissa-juhlat-pilalla/cb4aeed1-7bb9-3971- 
97a6-b6879def2b5e. 

Lincoln, Y. S., & Guba, E. (1985). Naturalistic Inquiry. SAGE Publications. 
Lindén, C.-G. (2016). Nokian valtakunta: Raportti hulluilta vuosilta. Gaudeamus. 
Lindfelt, L.-L., & Törnroos, J.-Å. (2006). Ethics and value creation in business research: 

Comparing two approaches. European Journal of Marketing, 40(3/4), 328–351. 
Lovio, R. (2006). Globalisaatioprosessin piirteitä suomalaisesta näkökulmasta: 
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Seppälä, T. (2013a). Tracking offshoring and outsourcing strategies in global supply 
chains. In: T. Pedersen, L. Bals, P. D. Ørberg Jensen, & M. M. Larsen (Eds.), The 
Offshoring Challenge: Strategic Design and Innovation for Tomorrow’s Organization (pp. 
57–76). Springer-Verlag London Ltd. 
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Tähtinen, J., & Blois, K. (2011). The involvement and influence of emotions in 

problematic business relationships. Industrial Marketing Management, 40(6), 
907–918. 

Terpend, R., Tyler, B. B., Krause, D. R., & Handfield, R. B. (2008). Buyer-supplier 
relationships: Derived value over two decades. Journal of Supply Chain Management, 
44(2), 28–55. 

Vaara, E., Tienari, J., & Laurila, J. (2006). Pulp and paper fiction: On the discursive 
legitimation of global industrial restructuring. Organization Studies, 27(6), 789–813. 
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