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Conflicts in Foreign Inter-organisational
Relationships of Multinational
Enterprises
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and Milena Ratajczak-Mrozek

Abstract Conflicts are incorporated in any company’s business activity. The devel-
opment of company’s international operations entails higher probability of conflict
situations with foreign partners. The aim of the paper is to analyse the sources of con-
flict in inter-organisational foreign relationships ofmultinational enterprises (MNEs)
and to identify how these conflicts affect MNEs’ activities. The outcomes are anal-
ysed both for inter-organisational relationship and for MNE’s activities in general.
Also, formal and informal actions undertaken by managers in order to resolve a
conflict situation and to minimise potential negative consequences are investigated.
The analysis is based on in-depth interviews conducted in five different units (head-
quarters and subsidiaries) of Polish-based MNEs. After internal and comparative
analysis, obtained results are compared with the existing research. The results show
that identified conflicts in foreign inter-organisational relationships of MNEs’ units
were not severe. The conflicts had sources mainly in everyday problems or cultural
differences. Regardless of the source, in the majority of analysed MNEs’ units, con-
flicts had a positive effect on the external relationships themselves and the MNE’s
activities.
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15.1 Introduction

Companies are forced to cooperate with various business entities. Among the numer-
ous characteristics of the cooperation and inter-organisational relationships next to
the complexity and long-time orientation, conflict is mentioned [16]. Being an inher-
ent part of both social and business interactions [22], conflicts are inevitable. They
manifest themselves with a different intensity—from marginal, such as everyday
problems, to severe, posing a threat to the existence of the relationship or the com-
pany itself [19]. For companies, the importance of conflicts in relationships is high.
Conflicts affect current and long-term management and require appropriate actions
and then result in outcomes for a given inter-organisational relationship as well as the
company itself. As far as these outcomes are concerned, existing research emphasises
the negative consequences of conflict situations [14]; however, there are also stud-
ies underlining that conflicts can positively affect the relationship and a company’s
activity [7, 23].

In international business activity, conflicts are more frequent and more unavoid-
able. The risk and intensity of conflicts in business relationships involving foreign
business entities are higher than in relationships with domestic ones [22]. This is
mainly due to cultural differences between markets and the geographical distance.
This is an important statement as the research of conflict in international relationships
of cooperation is limited (exceptions include, e.g. [22, 28]). The business entities that
are important players in the international arena aremultinational enterprises (MNEs).
MNEmaybedefined as ‘a groupof geographically dispersed andgoal-disparate orga-
nizations that include its headquarters and the different national subsidiaries. Such
an entity can be conceptualized as an inter-organizational network that is embed-
ded in an external network consisting of all other organizations such as customers,
suppliers, regulators and so on, with which the different units of the multinational
must interact’ [9, p. 603]. Being present in foreign markets MNEs cooperate with
entities that come from different cultural or economic backgrounds. Themultitude of
relationships maintained by MNEs with different business entities highly increases
the probability and diversity of conflict situations within inter-organisational rela-
tionships. However, insightful research on conflicts in the cooperation relationships
of MNEs is limited (exceptions include, e.g. [13, 27]).

For this reason, the aim of this paper is to analyse the sources of conflict in
inter-organisational foreign relationships of MNEs and to identify how these con-
flicts affect MNEs’ activities. When identifying outcomes of conflict situations, we
focus on outcomes affecting both the given inter-organisational relationship as well
as MNEs’ activities in general. Additionally, we analyse formal and informal actions
undertaken bymanagers in order to resolve a conflict situation and tominimise poten-
tial negative consequences. Our intention is to contribute to the existing research and
broaden the analysis on inter-organisational conflicts in MNE’s foreign relationships
by identifying the origin of conflicts as well as suggesting actions to be taken in order
to handle conflicts in a positive (from the MNE’s point of view) way.
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Webaseour analysis on in-depth interviews conducted infivedifferent units (head-
quarters and subsidiaries) of Polish-based MNEs. The qualitative analysis allows us
to qualify the results with real-life illustrations of conflict situations encountered
by managers. The analysed conflicts concerned inter-organisational relationships
between MNE units (headquarters or subsidiaries) and their foreign customers or
suppliers. This is especially important in the face of calls for more research on verti-
cal coopetition that is the cooperation and competition between a seller and a buyer
[12, 18].

In the paper, we present a literature review in which we focus on sources and
outcomes of conflicts in inter-organisational relationships. Since the research on
conflict situations in inter-organisational relationships of MNEs is limited, we first
analyse conflict situations in general and underline the research from international
business. Then, we discuss results of the research concerning conflicts from the
perspective ofMNEs. In the next sections of the paper, after discussing the method of
the study, we present an analysis of in-depth interviews conducted with the managers
of units of five different MNEs and discuss the results. The paper finishes with
conclusions in which we draw attention to potential future research.

15.2 Literature Review

Inter-organisational relationships are characterised by cooperation aswell as by com-
petition. Companies collaborate in order to generate a higher mutual value and com-
pete in order to seize the greater amount of this value [6]. The simultaneous pursuit
of cooperation and competition [6, 20] constitutes a challenge for companies since
‘the external forces or motives to compete and cooperate are seldomly balanced’ [20,
p. 189].

The most dominant perspective in the literature on coopetition is studied among
business entities from the same value chain level, mainly competitors. Here, coopeti-
tion may occur at inter-individual, inter-organisational and intra-organisational level
[6, 20]. However, this view towards analysis calls for changes of perspective. As
Lacoste [12, p. 649] underlines: ‘the ‘coopetition’ approach is often restricted to
‘horizontal’ relationships […], and there is little academic research applying the con-
cept to ‘vertical’ relationships, e.g. between customers and suppliers’. The horizontal
relationships embrace the cooperation with competitors, while vertical relationships
include coopetition between entities acting as buyers and sellers or customers and
suppliers [12, 18].

Tensions are an inherent part of coopetition [20]. It is therefore important to
manage or to maintain and balance the cooperation and competition within buyer-
supplier relationships [5, 6]. When entities are not able to manage or balance these
tensions, they may, in turn, have an impact on the inter-organisational relationship
and lead to conflict. Conflict may arise as the effect of action taken or not taken by
another entity as well as the effect of interaction or the avoidance of interaction [13].
Therefore, they are an inherent part of every business activity, and every business
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cooperation involves tensions or differences which may lead to conflict situations
[22]. These conflicts may have a different intensity—from day-to-day problems to
very severe ones, which may result even in the relationship termination [13, 19].

Relationships between buyers and sellers, due to their common but at the same
time opposing goals, are characterised by coexistent collaboration and competition
which increase the probability of conflict situations [4]. Other sources of conflict
include power, interdependency [28], misalignment of interests or mutual inability
to adapt [2, 7]. Conflicts can also be triggered by social ties [16], misunderstandings
and problems in communication [2].

Conflicts in international activity can also result from cultural differences and
psychic distance [26]. As pointed out by Skarmeas [22, p. 565], ‘managing inter-
national trade relationships is a more challenging task compared with exchanges in
the domestic context, due to geographical and cultural separation between exchange
partners’. Although some studies do not confirm these results (e.g. [17]), cultural
distance may sometimes inhibit the conflict handling in the relationship and even
lead to the termination of cooperation [26, 28]. Some negative effects of relation-
ship termination are visible, e.g. worse financial results, while others remain largely
invisible, e.g. switching costs, lost market opportunities and reputation [23].

With respect to other undesirable outcomes, conflicts have been shown to have a
negative impact on such aspects of the relationship as commitment [14]. Conflicts
can also impede the development of relationships [15] or the company’s foreign
activities. As Duarte and Davies [2, p. 91] state, there is a dominant assumption that
‘all other factors being equal, relationships where conflict is low will outperform
relationships where conflict levels are higher’.

Interestingly, the impact of conflicts is not always negative—in some situations,
they can positively affect the relationship and the company’s activity. Vaaland [24,
p. 447] states that conflicts ‘provide the parties with insight into the core of the rela-
tionship, increase relational sensitivity, and as a result of these, insights restore the
ability to manage a relationship under pressure’. Conflicts can strengthen a relation-
ship [23]. Conflicts may also provoke discussions and decisions that aim at better
coordination and performance [29] and also performance in inter-organisational rela-
tionships [7].

Given their potentially different outcomes, conflicts can therefore be damaging
and beneficial at the same time [7, 25]. According toKoza andDant [11], conflicts are
more likely to have positive outcomes if they occur in the conditions of cooperative
orientation and trust-based governance. These factors facilitate mutual communi-
cation between the business entities involved and make them better prepared for
unknown and unplanned situations. Another important factor which increases the
chances of a positive conflict resolution is the ‘willingness to find a mutually sat-
isfactory agreement’ [21, p. 82]. It is also stressed that a conflict can have positive
outcomes when it is managed with a certain degree of assertiveness on the part of
the entities involved, who seek to satisfy their own goals during the cooperation [8].
The above actions may be classified as formal or informal ways of conflict handling.
The formal ways of conflict handling are based mainly on formal agreements and
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reference to procedures, while the informal ways rely, for example, on inter-personal
contacts or meetings [19].

To the best of our knowledge, the existing literature lacks in-depth analysis of
conflicts from the MNE’s perspective. The analysis of conflict situations concerning
MNEs focuses mainly on internal conflicts (within the MNE’s different units). For
example, Lauring et al. [13] focus on the antecedents for and the consequence of
low-intensity inter-unit conflicts within MNEs, while Vahtera et al. [27] identify
to which extent conflicts impact the identification of knowledge sources in MNEs.
The research on inter- and intra-relationship conflicts is advanced by Nordin [15];
however, conflicts are analysed in a specific context of the alliance implementation
process. The existing literature presents also other analyses of conflictswithinMNEs;
however, the conflict situations are mentioned as the effect of the main problem such
as psychic distance [1].

15.3 Method

The study presented in the paper is of qualitative character as this kind of research
is suitable for the analysis of inter-organisational relationships [3]. This approach
enables an in-depth analysis of a research problem, although it does not allow the
drawing of generalisation or statistical conclusions.

To maximise the information without referring to generalisations, we used a pur-
posive sample [18]. We chose Polish-based units of MNEs (headquarters or sub-
sidiaries), which were active in at least one foreign market. The detailed criteria
under which we chose the sample included: (1) company size (employment more
than 250 people), (2) company being part of a foreign multinational company (busi-
ness unit or headquarters), (3) company being active in foreign markets and (4)
presence of conflicts or problem situations in company’s foreign relationships. The
chosen criteria ensured that analysed units belong to large MNEs and not small com-
panies active only in one foreign market. Additionally, as somemanagers might have
been reluctant to speak about problems in relationships with other business entities
(as it is perceived as a weakness), by conducting in-depth interviews, we could obtain
needed information concerning conflicts and problem situations that took place in
the relationships.

In the paper, we present the results of in-depth interviews conducted in five units
of different Polish-based MNEs. After representatives of five units have been inter-
viewed, the empirical saturation point had been reached, meaning that last interview
provided narratives similar to those that had been already gained. Each interview
lasted between 1 and 2 h and was conducted with the company’s key informant. To
ensure confirmability, [10] all the interviews were recorded with no objection by the
interviewees, and notes were taken during the interviews. Afterwards, the recorded
interviews were transcribed. Based on the transcriptions, we prepared interview pro-
tocols which were used as the basis for the preparation of the illustrative examples
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presented in the paper. After internal and comparative analysis, the results were
compared with findings of existing research.

During the interviews, we examined the process of entering a new foreign mar-
ket for which the key informant was responsible, and we asked the key informants
about the most important business entities and inter-organisational relationships in
that process as well as their opinion concerning the mentioned relationships. One
of the characteristics describing the inter-organisational relationships was conflicts.
In each of the five analysed units of MNEs, we identified one important foreign
inter-organisational relationship with either a foreign customer or a foreign sup-
plier described by conflict. Thus, the units of our analysis are conflicts in inter-
organisational relationships with foreign customers or suppliers perceived from the
MNE’s unit perspective. Key informants in their interviews did not refer to conflicts
with competitors—we may assume that these entities were not important during a
new, foreign market entry.

The main characteristics of the analysed units of MNEs are shown in Table 15.1.

15.4 Analysis and Discussion

15.4.1 Analysis

Table 15.2 summarises the identified conflicts in inter-organisational cooperation
relationships of the analysed MNEs’ units. They concerned relationships with exter-
nal customers (e.g. distributors) and in one analysedMNE relationship with an exter-
nal supplier. In the analysis, we adopt a broad definition of conflicts—we consider
that conflicts maymanifest themselves with different intensity from day-to-day prob-
lems to very serious conflicts,whichmay threaten further cooperation or the existence
of company itself [19]. The identified conflicts mostly arose from various everyday
problems regarding operational activities, such as work standards or supply punctu-
ality, financial problems and cultural differences.

Conflicts in three of the analysed inter-organisational relationships ofMNE’s units
were caused by different aspects of operational activities. These included everyday
problems regarding product quality and supply punctuality (B, U, X). In these units,
the negative situation was not seen as a conflict but rather as a problem—as one
of the interviewees stated ‘there are always some problematic situations’ (U). The
next source of conflicts was related to the financial aspects of cooperation. In one
subsidiary (ZD), the conflict resulted from financial demands made by a foreign
customer which was hard to accept by the MNE’s unit in question. In another head-
quarters (X), the conflict was caused by financial problems of a foreign customer.
This customer was responsible for contacts with a very big retailer, and the conflict
might have threatened the further existence of the MNE on that foreign market.
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Specific to international activity were the different aspects of cultural differences
which were listed as a source of conflicts, mainly in inter-organisational relation-
ships with foreign customers (B, U, X, ZD) but also with the foreign supplier (Z).
Three specific problems were identified in this respect. The first was the difference
in attitudes to work and safety standards or work organisation (B, X, Z, ZD), which
results from cultural differences (the differences were between Poland vs. Germany,
China and Kenya). These problems and conflicts appeared in the internationalisation
process despite the actions aimed at dealing with psychic distance and differences
in business etiquette taken by MNEs before entering the market (X, Z). The actions
were: language courses, business code workshops or hiring employees who spoke
the local language and had knowledge about the foreign market. The second specific
problem with a cultural background involved local final customers (U, the MNE
makes products sold by distributors to final individual customers in Hungary): they
wanted products with labels in Hungarian which meant extra costs for the MNE
because the size of the target market was limited. This is an example of how indirect
relationships (with individual customers) influence the conflict situation in direct
inter-organisational relationships (with external customer—distributor). The third
aspect concerned problems stemming from inter-personal relationships (ZD). The
cooperation with local customer was initiated based to some extent on informal
relationships. These informal relationships on the one hand helped to start the inter-
nationalisation on that specific market but on the other, they inhibited, for a short
time, a positive, for the MNE, conflict handling.

The most frequently reported approach to handle conflicts in inter-organisational
cooperation relationshipswas to take formal actions (B,X, Z). These actions included
establishing new procedures or referring to existing ones (B, X), offering workshops
on cultural differences (X), obtaining certificates confirming product quality (X) and
introducing common work standards based on the organisational culture existing at
the MNE’s headquarters (Z). The introduction of new procedures was vital to the
expansion on the foreign market as the existing procedures were not acceptable to
foreign customers, especially in terms of product quality or meeting the punctuality
of deliveries (B, X). Other actions taken to handle conflicts were the organisation
of workshops on cultural differences or on business etiquette. One of the analysed
MNEs (X) introduced a workshop for the employees who were to work with the
German customer and hired a German-speaking person in its headquarters to deal
with that customer.With the development of the cooperation and theMNE’s presence
on the German market, the company hired another German-speaking person in its
headquarters and also employed a German native to work in Poland for this German
customer. As the key informant stated (X): ‘German people like to talk in their native
language—they appreciate this possibility’. The next approach in handling conflicts
in inter-organisational foreign relationships concerned obtaining certificates of the
product quality (X) which was the necessary condition to continue the cooperation
on that foreign market. Key informants stated that other formal actions of conflict
handling required the introduction of commonwork standards (Z). One of the reasons
was that the MNE’s headquarters was in Sweden and the company’s organisational
culture was aiming at achieving a commonly shared solution so as to obtain the
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‘win-win’ situation. The key informant added (Z) that ‘the potential conflicts should
be neutralised or prevented’.

Another approach to conflict resolution was to improve the atmosphere of cooper-
ation by both partners making efforts to resolve the conflict and reach a compromise
(U, X, ZD). This can be classified as more informal action towards conflict resolu-
tion. The interviewed key informants stressed the importance of common goodwill
and determination to resolve the conflict. They were open to find a mutually posi-
tive solution that would be acceptable for both sides (U, X, ZD). According to one
key informant (X), ‘one feature of a crisis is that when you get out of it, you are
stronger’. Actions focused on improving the attitude to cooperation also included a
willingness to learn (B, Z). In these MNEs’ units, the two key informants admitted
that they relied on knowledge and developed competencies to be able to handle the
conflict with external business entities in a positiveway. These competences included
mainly the ability to work in a culturally diversified environment with distinct busi-
ness requirements. This focus on the development of employees involved extra costs,
but was, however, perceived as an investment in their competences. As one key infor-
mant (Z) said: ‘any coexistence with other cultures causes an additional challenge in
the form of bridging cultural differences’. In another MNE, the cooperation aimed
at creating a new product that was the condition for staying on that foreign market
(X). It incurred additional costs because the product was of the excellent quality but
as the key informant said (X) ‘there were repair actions, there were costs, but we
played fair and we may continue on that market’.

As already noted, most of the key informants and their MNEs’ units were dedi-
cated to finding a solution and resolving the conflict so that it would not jeopardise
further cooperation with their customers or suppliers. As was stated by one key infor-
mant (Z): ‘just as soon as the promised orders were forgotten, the turbulences and
misunderstandings were forgotten just as quickly’. One of the common solutions
for conflict handling was improving communication. As another key informant (X)
stated: ‘communication has contributed to the fact that successes have been, despite
all, achieved’. Many key informants stressed that another important element was a
quick reaction to a conflict situation and a mutual willingness to handle it in order to
obtain a positive solution (B, U, X, ZD). As was stated (B): ‘if problems are managed
quickly and effectively, they do not have a negative impact on the cooperation and
relationship between partners’.

The willingness to incur extra costs was identified as another way of handling
conflicts in inter-organisational relationships of the analysedMNEs’ units (X, Z, ZD).
Key informants were aware that due to additional costs that appeared during conflict
and actions to handle conflicts in a positive way, the MNEs were able to sustain the
relationships and continue internationalisation in a chosen, foreignmarket. The costs
helped the MNEs’ development due to new product invention (X) or the increase in
employee competences (Z). In one case, the extra costswere allocated for the increase
of the customer’s operating costs in a foreign market (ZD).

The conflicts identified in the four analysed foreign inter-organisational relation-
ships of MNEs’ units had mainly positive outcomes. As one key informant (X)
summed up problems on a foreign market: ‘we have started nearly from nothing, and
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now, we have almost all the time a linear growth [on that market]’. In nearly all of
the analysed MNEs’ units, they enabled the MNEs to strengthen their relationships
with customers (B, U, X) or supplier (Z). According to one key informant (B): ‘a
problem situation is an opportunity to check the partner, and partners do not run away
from problems. On the contrary, they try to analyse the problem quickly and end the
conflict’. However, in one unit of the MNE, the conflict did lead to the termination
of the external relationship (ZD). It was caused by the mutual inability to meet the
requirements—the MNE could not afford to fulfil the customer’s financial require-
ments, while the external customer was not able to expand the MNE’s activities on
nearbymarkets. According to the key informant, the financial aspects of conflict were
difficult to resolve since the cooperation was based rather more on informal relation-
ships than on a formal basis. Additionally, the MNE’s unit and its partner were not
equally engaged in the relationship and were not dedicated to resolving the conflict
to the same extent. That is why MNE decided to end this external relationship.

With respect to the impact of conflicts in inter-organisational relationships on
MNEs’ activities, the interviewed managers also reported positive effects. In their
opinion, the conflicts had a positive impact on the development of their MNEs’
units (B, X). MNEs obtained new knowledge and competencies that enabled them
to develop their own skills, working procedures or product standards and in effect
be more competitive in the foreign market. The experience and know-how gained
from the cooperation were afterwards used to further the MNE’s internationalisation
process.

15.5 Discussion

The identified conflicts in foreign inter-organisational relationships of MNEs’ units
were not severe: they were mainly triggered by everyday problems, supply punctu-
ality or cultural differences. Regardless of the source, in the majority of analysed
MNEs’ units, we have concluded that conflicts had a positive effect on the external
relationships themselves and the MNE’s activities.

It can be argued that MNE units which operate in foreign, diversified markets are
more aware of having a well-established corporate culture and formal procedures in
place. It is likely that these elements helped these units handle conflicts in a positive
way. Some interviewed managers actually admitted that faced with conflict situa-
tions, they acted according to procedures and took formal actions. With the formal
approach to conflict resolution, a similar course of action is taken throughout the
whole MNE’s internationally dispersed network of relationships, which may have
a positive influence on its international activities. The existing literature on MNEs
presents actions to be taken to handle conflict mainly on the inter-personal [13] or
inter-unit level [27]. We have found that the analysed MNEs decided to take formal
actions also at the inter-organisational level. The formal actions concerned intro-
ducing new or modifying existing procedures on inter-organisational cooperation,
improving the quality of products offered to external entities andobtaining certificates
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confirming the product’s quality. The other formal actions consisted of modifying
or implementing the new rules or common work standards of cooperation. These
results confirm the previous research that actions including technical aspects are an
important element of conflict handling [5]. In the analysedMNEs’ units, these formal
actions were of special importance in conflict handling since MNEs often operate
in markets that are culturally distant. Formal procedures, common rules of coop-
eration or work standards may prevent some potential conflict situations emerging
from cultural or legal differences. Outcomes of the above-mentioned conflict han-
dling actions were the increased level of mutual trust and the unit’s development and
growth. In one case, the knowledge of product development and certificates gained on
one market allowed the company to be more competitive on other foreign markets.
Another important group of more informal actions undertaken by the MNE units
to handle conflicts in inter-organisational relationships was related to knowledge
management and ways of improving communication and learning. MNEs operate
in markets that are characterised by different culture, language, a different approach
towards the reliance on agreements or towards collaboration and relationship devel-
opment. These elements result in attributing special attention to actions that support
knowledge transfer between the different entities involved, both in a more formal but
also informal way. In order to improve learning and communication, the analysed
MNEs offered language courses or business etiquette courses for their employees.
Another solution thatMNEs undertookwas hiring people with required competences
(e.g. a native from the foreign market in the local MNE headquarters or people with
language skills) to their units or headquarters. The next action related to knowledge
management and learning was the introduction of a common organisational culture
which aimed at the development of knowledge management tools. The analysed
MNEs referred to local experts or invited employees and external entities to work
together to solve the problem. The effects of these actions helped MNEs to improve
communication and enhance learning. In effect, the key informants stated that the
inter-organisational relationships were strengthened. In some cases, these actions
prevented the relationship from ending and allowed further expansion on a foreign
market.

The study showed that managers were aware of the need to handle conflicts in for-
eign inter-organisational relationships appropriately. This confirms previous research
findings which indicate that a conflict can bring positive effects only when there is
‘managerial involvement aimed at reducing negative emotions in personal relation-
ships, increasing abilities to resolve conflicts as tasks and encouraging open norms in
resolving conflicts of tasks and processes’ [7, p. 1064]. Another important aspect of
international business activities is cultural differences. They influence MNEs’ inter-
national development and impact the learning abilities on new markets [30]. MNEs
and their units operate and cooperate internationally in many foreign markets and
thus deal with a number of foreign business entities and run a higher risk of conflict.
The interviewed key informants were aware of cultural differences and their pos-
sible negative impact on cooperation and foreign inter-organisational relationships.
However, adaptation to the cultural environment was not always perceived as the
right solution in which case cost analysis was used as a way of choosing the right
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course of action. MNEs as large organisations can sometimes afford to bear extra
costs in order to resolve conflicts. However, as the example with cultural differences
indicates, a MNE will only be willing to bear extra costs if this is likely to bring
positive financial effects in the future.

Although it has been demonstrated in earlier studies that conflict has a negative
impact on different characteristics of relationships (such as trust) between foreign
entities [14], this tendencywas not confirmed by the interviewedmanagers ofMNEs’
units. On the contrary, the results show that properly handled conflicts may have a
positive impact on trust and contribute to a strengthening of the inter-organisational
relationship. The analysis also shows that, when properly handled, conflicts experi-
enced byMNE units can have mostly positive effects on their relationships and inter-
national activities. The positive effects manifested themselves in most of the cases in
the strengthening of inter-organisational relationships. Foreign entities could see that
MNEs are making an effort to handle the conflict and to find a mutually beneficial
solution which would prevent further problems in the cooperation. These actions
helped MNEs to prevent potential problems linked to the culture and cultural dif-
ferences during the further internationalisation process. Our analysis confirms the
findings reported by Vaaland and Håkansson [25] and by Finch et al. [7], which
indicate that conflict can increase the perceived value of the relationship. Conflicts
described in our study helped partners to analyse the sources of conflict in foreign
business relationships and to find ways of resolving them. The analysis revealed
that in some situations, the termination of the relationship was thought to be the
best solution. In that specific case, the MNE was trying to maintain this relationship
as the market was promising, and the MNE had already made some investment in
the relationship. It was possible only on a short-term basis. After some time, and
in continuous conflict situations, the analysed MNE decided to end the relationship
because it was unprofitable in the long term. However, it has to be emphasised that
such a termination did not have a negative effect on the unit’s general development.
This shows that sometimes termination of the relationship is the best solution to the
problem.

15.6 Conclusions

The results of the study contribute to the existing, rather limited, body of literature by
analysing sources and outcomes of conflicts occurring in foreign inter-organisational
relationships maintained by units of MNEs and by identifying actions that can be
taken in order to handle conflict in a positive way.

Our analysis has practical implications. It can be used to formulate recommen-
dations for managers on how to handle conflicts in foreign relationships in order to
reduce the negative consequences for both the MNE unit itself and the whole MNE.
Cultural differences between business entities as well as operational problems are
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common sources of problems that MNEs encounter during their international activi-
ties. In order to diminish the negative impact of conflicts in inter-organisational rela-
tionships, managers can take formal actions, such as following rules and established
procedures, or bear extra costs to resolve the problem. Another approach involves
more informal strategies, such as making a joint effort to solve the problem, looking
for a compromise or knowledge management including openness to learning. As the
analysis shows, it is not always possible to achieve a positive conflict resolution, and
in extreme cases, the termination of the inter-organisational relationship is the only
possible option.

The presented analysis is not free of certain limitations which simultaneously set
the directions for further research. The conducted study is of qualitative character
that enables an in-depth analysis of the research problem, however, does not allow
the drawing of generalisations. Thus, quantitative study would enable to formulate
statistical conclusions. Another limitation is linked to the particular country setting
of the analysedMNEs and their units. All of the analysed units were based in Poland,
and we have conducted interviews only with Polish MNEs’ representatives. As the
assessment of conflicts in relationships is at least partly constrained by the perception
of particular individuals, we may assume that managers from units based in different
counties could assess conflicts differently. This suggests that detailed single-case
studies including interviews conducted with representatives of MNE’s several units
and representatives of external business entities should provide more complex infor-
mation on conflicts in business relationships. Because MNEs and their units, both
headquarters and subsidiaries, maintain a diverse network of relationships in for-
eign markets, the risk of conflict is always high. Further research should, therefore,
concentrate on a more detailed analysis of ways how to handle conflicts and their
effects on relationships and on the international activities ofMNE units. In particular,
research should focus on investigating the differences in conflict-handling strategies
within coopetitive relationships, especially how the type of coopetition (that is coex-
istence, cooperation, competition, coopetition) impacts the conflict handling and the
outcomes for both business partners. Additionally, it would be useful to conduct
more detailed single-case studies aimed at the analysis of internal conflicts within
the MNE network and assessing them taking into consideration the different actions
used to resolve them.
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