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Summary 
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Tutor: Dr. Helena Forslund 

 

Title: Improving business performance in medical device manufacturing companies through supplier 

relationships  

Background: The globalization of markets, competition in the market place, shareholder activism has 

compelled firms to rethink their way of doing business. In today’s world stakeholders are placing 

much emphasis on supplier relationships given that the survival of firms depends on the type of 

relationship that exists between the supplier and the buying firm. The maintenance of supplier 

relationships is a complex task due to differences in interest and the opportunistic behaviour which 

may be on the part of the supplier or the buyer. For this reason, firms have to look out for supplier 

relationships that can improve their business performance and enhance their competitive advantage. 

Purpose:  The purpose of the study was to investigate the relationship that exists between medical 

devices manufacturers in Sweden and their key suppliers, and the reasons for establishing 

relationships. The authors were also interested in knowing how this relationship ultimately leads to 

improved business performance. 

Method: The authors used positivist perspective and a deductive approach for this thesis. The sampled 

firms in this study are Arcoma AB, Baxter and Cellavision and a convenience sampling method was 

used in selecting the companies. The empirical data for this study was collected through interviews 

with senior management personnel of the three companies whose head offices are located Lund and 

Växjö in Sweden. 

Results, conclusions: The supplier relationships established by Arcoma, Baxter and Cellavision, 

and their key suppliers was found to be collaborative. The quests to improve on quality, reduce 

cost and increase the responsiveness of the supply chain are some of the reasons why firms 

establish collaborative relationships. Establishing collaborative relationships with key suppliers 

leads to improved operational and financial business performance. Improvements in operational 

business performance could be in the form of reduction in defects, improved compliance with 

quality standards, and improvement in delivery reliability and reduced lead times.  The benefits to 

the firms in terms of financial performance stems from cost reduction and the offering of 

competitive prices in the marketplace which leads to increased market share and revenue 

expansion.                 

Keywords: Supplier relationships, Collaboration, Medical device manufacturers, Business 

performance  
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1. Introduction 

The introductory chapter begins with the background of the study which includes a brief 

description about the industry of study - medical device manufacturing industry. The chapter 

includes the problem discussion and problem formulation sections where the researchers 

highlight some issues with supplier relationships and explain the research questions of the 

study. The introductory section also comprises the research delimitations and a summary of 

how the thesis is organized.  

1.1 Background 

Due to globalization of markets, changes in customer needs, and the complex nature of 

product components, efficiency of supply chains has become a crucial factor in an 

organization’s competitiveness (Park et al., 2010). Competition in the business environment 

has encouraged firms to improve quality, delivery performance, and responsiveness and at the 

same time reduce costs (Park et al., 2010). There is a rethink about the way of doing business, 

as organizations are now adopting a dynamic strategy and benefiting from improved internal 

operations and closer communication with their business partners (Eulálio et al., 2007). 

Purchasing organizations are now recognizing strategic cooperation and supply-network 

construction with suppliers, and systematic supply chain management as an important factor 

for success and sustainable competitive advantage (Kim, 2008). For instance, the purchasing 

function has moved from an administrative and short-term driving function to a strategic 

activity which is being used by organizations in their pursuit for performance improvements 

(Eulálio et al., 2007). Firms are thus, focusing more interest on maintaining supplier 

relationship (Park et al., 2010), and systematically assessing the role of suppliers in their 

business activities (Kannan and Tan, 2006).  According to Eulálio et al. (2007), supplier 

relationship management methods were advanced to harmonize and systematize processes 

concerned with the integration and communication with supplier. Supplier relationship refers 

to the business relationships that exist between organizations and their suppliers. Buffington 

et al. (2007) explains that supplier relationships offer the buyer a chance to improve on the 

success of strategic sourcing and traditional procurement initiatives. This relationship with 

important suppliers could have the benefit of innovation with new products, reduce costs and 

create value for both parties established on a mutual commitment to long-term collaboration 

and shared success (Buffington et al., 2007). Therefore value is created when companies 

collaborate; hence activities related to supplier relationships are essential for value creation 
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(Kähkönen et al., 2015). Significant benefits can be derived from well-managed relationships 

with key suppliers. (Douglas. et al., 2012; Swink et al., 2007; Singh & Power, 2009; Flynn et 

al., 2010). This is sustained by Kannan and Tan (2006), who posit that developing close 

relationships with key suppliers could result in improved quality, better service delivery at an 

operational level. Strategically, it could lead to sustainable improvements in product quality 

and innovation, enhanced competitiveness, and increased market share (Kannan and Tan, 

2006). It could therefore be argued that better supplier relationships will result in improved 

business performance for organizations.  Business performance could be referred to as the 

appraisal of all the efforts dedicated to the achievement of business goals (Yildiz and Karakas, 

2012). Field and Miele (2008) found that the connection between supplier relationships and 

business performance depends on what is being done under the umbrella of supplier 

relationships and how it is being done. Therefore the type of relationship established between 

a buying organization and its supplier has an impact on its business performance. 

1.1.1. The Medical Device Manufacturing Industry 

According to the Global Health Care Equipment & Supplies Industry Profile (2014), the 

medical device manufacturing industry covers manufacturing of disposable equipment and 

supplies such as syringes, catheters, electrodes, sutures, bandages, implantable prostheses, 

orthotics and prosthetics. It also includes otologic and technical aids such as hearing aids and 

wheelchairs; ophthalmic equipment such as eye glasses, contact lenses and ophthalmoscopes; 

in vitro diagnostics such as devices for clinical chemistry, microbiology, immunology and 

genetic tests; and other equipment such as imaging equipment and films and equipment for 

radiotherapy, dialysis, endoscopy, and anesthetics among many others.   

 

The global market for medical devices is expanding rapidly, as demand from end markets are 

steadily growing (Wang, 2013).  This is buttressed by Wood (2008), who states that the 

medical device industry is expanding at a high rate, and that there is foreseeable continued 

growth in the future. Therefore multinational companies are actively exploring the market. 

There is huge investment in research and development of international brands and to improve 

operating performances, in order for operators to take advantage of opportunities in the global 

market (Wood, 2008). Although not totally insusceptible to the recent economic downturn, 

the annual sales by the medical device sector has exceeded $200 billion in the past couple of 

years and is still expected to grow at 6-8% per year (Koepfer, 2010). Principally, what is 

driving the investment and profitability in this industry is the continuous increase in demand 

from consumers (Wood, 2008). Koepfer ( 2010) also attributes this growth in the industry to 
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numerous factors, including a growing and aging population, the fact that people will need 

healthcare whether there is economic recession or not, and the tendency of medical device 

companies to be well-funded. In addition, according to the author, healthcare systems are 

becoming more sophisticated. It is therefore not an exaggeration to conclude that medical 

device manufacturers (MDMs) and their suppliers are engaged in an industry with the highest 

and fastest rate of growth in the world (Koepfer, 2010). 

 

 In spite of the enormous growth rate of the industry, it is characterized by fierce competition 

(Wang, 2013), and a highly regulated environment (Guertin, 2005). Players in the industry 

often feel that a lot of time is spent on complying with rules that direct their work than 

actually doing the work itself. However, the persistent nature of health care regulation stems 

from the concerns that lives are at stake (Field, 2008). Therefore medical device 

manufacturers and their design engineers require a well-organized network of subcontractors 

and suppliers, who have the capacity and proficiency to supply quality materials, in order to 

meet regulatory standards and also keep pace with global market demands (Koepfer, 2010).  

 

According to Wood (2010) the fact that demand for medical devices and equipment has been 

encouraged over the year by the need to save lives will continue to be a major factor. 

However, it will become increasingly necessary for designers and manufacturers of medical 

products to also save money and develop relationships with all the links in their supply chain. 

Therefore in this highly competitive environment of manufacturing, enlightened 

manufacturers should realize that a fair and equitable relationship between them and their 

suppliers will ultimately in their best interest (Koepfer, 2010). 

1.2 Problem Discussion 

According to Cheng (2009), supplier relationship, which serves as a binding force to 

organizations and the supply chain, is being recognized as a key contributor to the success of 

supply chain management. Establishing effective supplier relationships has become an 

important issue for operations managers and it is one of the ways through which 

manufacturing companies can improve their performance (Szwejczewski et al., 2005). The 

authors opine that close relationships with suppliers should be encouraged, as compared to the 

traditional price-driven adversarial relationships. In contrast to this opinion, Wasti et al. 

(2006) articulate that no one type of relationship is essentially superior to the other.  This is in 

line with Field and Miele (2008) who argue that the connection between supplier relationship 

management and business performance depends on what is being done under the umbrella of 
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supplier relationship and how it is being done. Therefore innovative managers all over the 

world are experimenting with a number ways to make relationships with their suppliers more 

productive and enduring (Cannon, 1999). Christopher (2005) also attests to this and indicates 

that a proactive strategy towards vital suppliers will help organizations succeed. It could 

therefore be argued that firms can achieve competitive advantage by establishing appropriate 

supplier relationships.  

Maintaining supplier relationships often proves to be difficult and challenging.  This, 

according to Cheng (2009), is because the supplier relationships comprise a large scope of 

complex activities, including establishing and developing strategic relationships. Again 

supplier relationships are innately uncertain due to the changing business environment, 

different interests and opportunistic behaviours.  Ryu et al (2007) are of the view that 

performance of a supplier can be the basis for trust. Therefore previous performance of a 

supplier can be a panacea for establishing close relationships and may reflect the supplier’s 

reputation. This implies that the track record of a supplier could lead to a low or high 

reputation. The reputation of a supplier could negatively affect a purchasing organization in 

two ways. When the reputation of a supplier is too low, this could lead to the supply of low 

quality materials and a number of other inadequate standards and too high reputation may 

lead to a situation where the supplier attempts to control the relationship (Pidduck, 2006).  

To achieve performance objectives purchasing organizations have to be demanding of their 

suppliers and pressure them to reduce cost (Henke et al., 2008).  However, Emiliani (2010) is 

of the opposing view that purchasing officials should not concentrate so much on cost 

reduction but nurture close relationship with suppliers. Yet, unmanaged closer relationships 

with suppliers can give much room to suppliers to in inflate the prices of goods supplied and 

this can negatively affect the purchasing organization in the long run.  

Previous researchers have explored the subject of supplier relationship management and the 

impact of establishing such relationships between buyers and suppliers on business 

performance. For instance, White (2000) writes about the fresh produce industry, Wasti et al. 

(2006) study the automotive industry and Jiang et al. (2011) and Bemelmans et al. (2012) also 

research into the construction industry. However, it has been noted that not much of research 

works on supplier relationships have been carried out in the medical and health industry 

(Mettler and Rohner, 2009).  Therefore as introduced above, this study will be focused on the 

medical device manufacturing industry.  
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Medical devices play an increasingly role in clinical practice, improving patients’ health and 

the quality of life (Sorenson and Drummond, 2014). Due to this, the international health 

community shares a consensus that drugs, medical technologies and medical products which 

are used for patient care must be subjected to stringent regulation (Altenstetter, 2012). 

Medical device regulations have strong impact on the market behaviour and strategies of 

medical device manufacturing companies.  The regulation requires that all medical devices on 

market must conform to “the essential requirements” and must bear a CE marking as a sign of 

conformity (Dimond, 2002). Even though most of the requirements which are stipulated in the 

regulation fall on the manufacturer, their suppliers may also be liable (Dimond, 2002). It is 

possibly necessary that manufacturers form relationships with suppliers and manage these 

relationships in order to ensure that the materials received from their suppliers meet the 

regulatory requirements. For this reason, the authors of this paper chose to focus the study on 

medical device manufacturers. We are particularly interested in this industry because 

healthcare systems are more sophisticated and the fact that demands for medical device and 

equipment are moved by the need to save lives. Medical device manufacturers are therefore 

expected to produce devices that are effective and fit for their intended purposes. Producing 

quality products can lead to improved business performance for organizations and suppliers 

are known to contribute to the quality of products produced by manufacturers. This thesis will 

thus, delve into how business performance of medical device manufacturers can be improved 

by maintaining relationships with their suppliers.  

1.2.1 Problem Formulation 

Medical device manufacturers require materials and components for the manufacture of their 

devices. In that case, the MDM becomes a buyer that purchases materials and components 

from suppliers. The study is therefore focused on the MDM, as a buyer, and delves into the 

type of relationship established between the MDMs and their key suppliers, the reasons for 

establishing such relationships and how the relationships established lead to improved 

business performance.  

The first focus for this thesis is on the types of relationships which are established between 

MDMs and their key suppliers.  This is inspired by Field and Miele (2008) that the link 

connecting supplier relationship and business performance hinges on what is being done 

under the relationship and how it is being done. Therefore, it would be insightful to find out 

what characterizes the relationships which MDMs enter with their key suppliers and the 
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reasons for establishing such supplier relationships. The authors of this thesis have focused on 

key suppliers because it is considered that firms will not establish relationships with their 

entire supplier base but with those ones which they consider crucial. According to Caniëls and 

Gelderman (2007), key suppliers are strategic or critical suppliers and their products represent 

significant value to the organization in terms of a high impact on profit and a high risk of 

supply. 

According to Kannan and Tan (2006), while for some industries, self-centered or adversarial 

relationships could be considered appropriate, collaborative relationships may be the most 

suitable for others. This implies that not all the types of supplier relationships could be 

beneficial to particular industries. In this regard, the authors of this thesis seek to know the 

ways through which the type of supplier relationship established between MDMs and their 

key suppliers would lead to improved business performance. 

1.3 Delimitations 

As indicated above, the researchers consider the MDMs perspective in studying the 

improvements to business performance that could be achieved when buyers establish 

relationships with key suppliers. The focus of the study is therefore on the buying 

organization (MDMs) and not on the supplier side, neither is it focused on the perspectives of 

both the buyer and the supplier. The research is limited to medical device manufacturers in 

the southern part of Sweden.  

The diagram below is an illustration of the medical device manufacturing industry supply 

chain. The object of study is Medical device manufacturers. However, since the relationship is 

between MDMs and their key suppliers, the Medical Device Manufacturers box and the 

relationship arrow have been shaded to lay emphasis on the focus of the study. 

 

 

 

 

 

 

 

 

Figure 1 – Illustration of the MDM supply chain and the focus of the study 
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According to Yildiz and Karakas (2012), business performance can be measured in a number 

of ways. First it could be measured through objective and subjective methods. The authors 

specify the second criteria as financial (e.g. Profit) and operational (e.g. quality) 

measurements. Thirdly, business performance can be measured through primary (from 

organization) and secondary (from databases) data bases. In this paper, business performance 

refers to financial and operational performance measures of organizations. 

1.4 Research Questions 

Based on the above motivations to carry out this research the following research questions 

have been formulated: 

1. What type of supplier relationship is established between Swedish MDMs and their 

key suppliers and what are the reasons for establishing such relationship?  

2. In what ways do the established supplier relationships lead to improved business 

performance for Swedish MDMs? 

1.5 Purpose of the Study 

 

The study will investigate the relationship that exists between medical devices manufacturers 

and their key suppliers, and the reasons for establishing relationships. The authors are also 

interested in knowing how this relationship established ultimately leads to improved business 

performance. 
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1.6 Thesis Disposition 

 

This paper comprises of six (6) chapters. The thesis disposition is presented below.  

 

 

 

 

 

 

 

 

 

 

 

  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 2 - Thesis disposition 

 

CHAPTER ONE 

INTRODUCTION 

CHAPTER TWO 

METHODOLOGY 

CHAPTER THREE 

THEORETICAL 

FRAMEWORK 

CHAPTER FOUR 

EMPIRICAL 

FINDINGS 

CHAPTER FIVE 

ANALYSIS 

CHAPTER SIX 

CONCLUSION 

This Chapter includes the Introduction and Background to the study, Problem 

Discussion, Research Delimitations, Research Questions, Purpose of the study, 

and the Thesis Disposition. 

Chapter two outlines details of the methodology used for this thesis. It comprises 

the following sections: Scientific Perspective, Scientific Approach, Research 

Method, Population and Sampling, Data Collection, Scientific Credibility, and 

Ethical Considerations. 

Chapter three comprises a review of literature which forms the theoretical 

background of the study. The chapter includes subdivisions on: Supplier 

Relationships, Types of Supplier Relationships, Why Supplier Relationships, and 

Business Performance.  

Chapter four presents the empirical findings from the case companies which are 

the following, Arcoma AB, Baxter and Cellavision AB. 

Chapter five presents the analysis where the empirical findings are discussed in 

relation to theory. 

Chapter six provides the conclusion of the study, as well as reflections and 

suggestions for future studies. 
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2. Methodology 

Ghauri and Grønhaug (2005), define research methods as the efficient, intensive and orderly 

collection of data with the aim of obtaining facts from them to explain or find answers and 

solutions to specific research problems.  

In this chapter, the methodology used for this thesis is given. The various theories behind the 

methodology and our methodological choices for the thesis have been outlined. The aspects 

considered include scientific perspective, scientific approach, Research method, sampling 

method, data collection, and method of analysis. In the end, the quality of the research is 

examined by presenting the validity and reliability of the study and the ethical considerations. 

2.1 Scientific Perspective 

In conducting a study, it is imperative to select a perspective that would be followed. The two 

main approaches are positivism and hermeneutics (Bryman and Bell, 2011). 

2.1.1 Positivistic Perspective 

Positivism is considered as a descriptive approach, and thus describes the theoretical position 

that can be recognized in research (Bryman and Bell, 2011). According to Gary (2009) it is 

based on the premise that ideas only have to be integrated into knowledge if they can be tested 

and proven by empirical experience. Walliman (2011), suggests that the positivist perspective 

to scientific research is hinged on the beliefs that: 

 the world around us is real, and that it is possible discover these realities of the world;  

 knowledge is derived by the use of scientific method and based on receptive 

understanding gained by experiments or comparative analysis;  

 knowledge can be attained through experiences and can always be logically 

explained. 

2.1.2 Hermeneutic Perspective 

According to (Walliman, 2011), the hermeneutic perspective is based on the belief that the 

world is a creation of the mind. Hermeneutics argue that interpretations should be given more 

standing than explanations and descriptions (Gary, 2009). Therefore with hermeneutic 

approach knowledge is gained through interpretations since social reality is too complex to be 

understood through observation (Gary, 2009). 
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In this research, the positivistic perspective was adopted. This perspective was used because, 

the authors of this paper cannot by their own interpretations claim that supplier relationship 

management would lead to improved business performance. Our understanding and 

conclusions can only be based on logical explanations of the empirical findings.  

2.2 Scientific approach 

Two distinct approaches of conducting researches are inductive and deductive approaches. 

Both approaches are explained below.  

2.2.1 Inductive Approach 

Through induction, general conclusions are made based on empirical observations (Ghauri 

and Grønhaug, 2005). With induction, theoretical concepts are the upshot of research since 

the researcher suggests the significance of the findings for the theory (Bryman and Bell, 

2011).  Therefore with this approach to research, the process begins with observations to 

findings and then theory building and the outcomes are assimilated back into existing 

knowledge. 

2.2.2 Deductive Approach 

This is “the rationalist’s approach” according to Walliman (2011). Bryman and Bell (2011), 

articulate that the deductive theory represents the universal view of the link between theory 

and research. In this type of research, the scholar formulates hypothesis based on existing 

literature, which is scrutinized empirically and the results can be accepted or rejected (Ghauri 

and Grønhaug, 2005).  The deductive process is very linear, with one step following the other 

in a clear and logical sequence (Bryman and Bell, 2011), therefore with deduction, 

conclusions are drawn through logical reasoning (Ghauri and Grønhaug, 2005). Again with 

deduction, the theory and hypothesis formulated come first and that is used to guide the 

research process (Ghauri and Grønhaug, 2005). 

In this study, the authors have followed the deductive approach. Empirical information was 

gathered and used to confirm or disprove that business performance can be improved through 

supplier relationship management.  The collection of empirical data was preceded by the 

research problem formulation and review of earlier studies related to subjects of our study. 

The authors then established the link between the theory reviewed and the empirical findings 

and drew conclusions based on the results of our analysis.    
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2.3 Research Method  

According to Yin (2014), in conducting a research, the researcher can choose between five 

different methods namely; the case study, the experiment, the survey, the historical research 

or the analysis of archives. In this thesis, the case study method is adopted, precisely a 

multiple case study. The case study method is being used because it is the most suitable when 

the research seeks to address a descriptive question or an explanatory question (Yin, 2012).  

Case studies help to understand complex phenomena and to investigate into “meaningful 

characteristics of real-life events” (Yin, 2014). According to the author, case study is an 

empirical inquiry that studies the phenomenon (the case) thoroughly and within its real-world 

context, especially when borderlines between the phenomenon and context are not apparently 

visible. Since this paper looks into supplier relationships of MDMs, this method is considered 

the most suitable to allow us explore, understand and describe the ways through which 

supplier relationships can lead to improvement in business performance. Finally, according to 

Yin (2014), a case study is relevant when the researcher has no control on studied event(s) 

and when the focus of the study is on a contemporary phenomenon; which is the situation in 

with this research.  

2.4 Population and Sampling  

Selecting the elements from which empirical information is collected for a research is very 

important (Ghauri and Grønhaug, 2005). According to the authors, one possibility to obtain 

empirical information is to collect data from each member of the population. Another way is 

to collect information from a portion of the population by taking a sample of elements from 

the larger group and make inferences about the larger group (Ghauri and Grønhaug, 2005).  

According to Walliman (2011), if the population is very homogeneous a small sample can 

give a fairly representative view of the whole. The author however emphasizes that no sample 

will be precisely representative of a population. 

In this study, the research population is medical device manufacturing companies in Southern 

Sweden. Within this population, the authors focused on companies in two cities namely, Lund 

and Växjo. The total number of medical device manufacturing companies in these two cities 

is six (6) and out of this number, a sample of 3 companies was selected. The authors of this 

paper found the list of companies on Sweden Companies Directory (References are provided 

below). The three companies which were selected as the sample units from which empirical 

data was obtained are, Arcoma, in vaxjo, Baxter in Lund and Cellavision AB also in Lund. 

The researchers chose companies with an international appeal with the aim of getting a better 
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insight into how these firms manage their supplier relationships. A convenience sampling 

method was used by the authors in selecting these companies due to ease of accessibility and 

willingness of the companies to participate. The approach to sampling was further influenced 

by Walliman (2011) that for a homogeneous population as in our case, a small sample size 

would give a better representation of the whole. 

2.5 Data Collection 

According to Walliman (2011), data could be collected in two forms, and this is contingent on 

the closeness of the data to the recording of the event. Observing, experiencing and recording 

data close to the event provides information nearest to the truth, and are called primary data. 

Primary data are information collected explicitly for the purpose of the research and therefore 

must be more consistent with the objectives of the study (Ghauri and Grønhaug, 2005).  

Documented information in journals, articles and other publications which present primary 

data are referred to as secondary sources (Walliman, 2011). Ghauri and Grønhaug (2005) 

underline the importance of secondary data as not only a way to find information to solve a 

research problem, but also help to explain and understand the research problem.  This 

emphasizes the importance of literature review in a research.  

 

Data could also be categorized into two groups according to their characteristics; essentially 

whether they can be summarized in figures or presented in words (Walliman 2011). Data that 

are represented by numbers are referred to as quantitative data whereas people’s judgements, 

ideas, beliefs etc. which cannot be reduce to numbers are referred to as qualitative data 

(Walliman 2011). Events or social processes which are tough to study with quantitative 

methods can be done by qualitative methods which can offer elaborate details and 

understanding (Ghauri and Grønhaug, 2005). 

 

Collecting data for a case study research could be done in six different ways which include 

documentation, archival records, interviews, direct observation, participant observation and 

physical artifacts (Yin, 2014). According to the author, one of the most important sources of 

information for a case study is through interviews.  Bryman and Bell (2011) explain that 

semi-structured and unstructured interviews are the main types of interview for qualitative 

research. The authors indicate that with semi-structured interviews the researcher has a list of 

questions on specific themes which serve as an interview guide. However, questions that are 

not in the guide may be asked.   Unstructured interviews, on the other hand, are similar to a 
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conversation and the interviewee could respond to the questions freely (Bryman and Bell, 

2011).  

In this thesis, both primary and secondary data were useful. Primary data were obtained 

through semi-structured interviews which were conducted in the three medical device 

manufacturing companies in the southern part of Sweden. The authors used this type of 

interview in order to obtain in-depth responses from the interviewees. The researchers had 

face-to-face interviews with the interviewees in the offices of the respective companies. 

Before we conducting the interviews, questions were prepared and categorized under themes 

based on our theoretical background. These questions were used to guide the interview. A 

copy of the interview guide is provided as an appendix. The interviewees were the Purchasing 

Managers in the respective organizations, who were in the best position to provide the 

necessary information required for the research. Telephone calls were made to the companies 

for further clarifications. Secondary data about the companies were also collected gathered 

from the companies’ respective websites. The research also required the use of secondary 

information in the form of previous literature from articles and journals in developing the 

theoretical basis for our analysis. The information collected was mainly qualitative in nature 

since the information required was difficult to present quantitatively. 

 

In the table below, the companies with which the interviews were conducted are presented 

together with the respective positions of the interviewees. The type of interview, the location 

of the interview and the interview dates are also provided. For confidentiality, the names of 

the interviewees are not revealed. 

 

Company Positions of Interviewees Type of 

Interview 

Location Interview 

date 

Cellavision AB Operations Manager and Purchasing 

Manager 

Personal Lund 5
th

 May, 2015 

Baxter Senior Purchasing Manager Personal Lund 6
th

 May, 2015 

Arcoma AB Strategic Purchaser Personal Växjö 7
th

 May, 2015 

 

Table 1- Presentation of Interviewees 
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2.6 Analysis Method 

One key purpose of analysis is to again understanding and to draw insights for the data 

collected, therefore data analysis is the method of ordering, structuring and providing 

meaning to the bulk of information collected (Ghauri and Grønhaug, 2005).  The type of 

results expected for a study determines which analysis has to be conducted (Ghauri and 

Grønhaug, 2005).   Yin (2012) discusses four ways of carrying out case study analysis 

namely, pattern matching, explanation building, time-series analysis and replication logic.  

The author explains the use of each of the techniques of case study analysis as follows: 

 A pattern-matching method of analysis enables the researcher to compare empirical 

patterns based on the data collected with some expected patterns predicated before the 

case study.  

 The explanation-building technique could be used when the research may have 

started with open-ended research questions which require answers and explanations. 

 Time-series analysis used in a case study mimics time-series used in quantitative 

research. In case studies, the time-series may involve putting together key events in a 

chronological order to make it easier to draw insights from the empirical information. 

 The replication logic technique is mostly used in multiple case studies to interpret 

findings across the cases.       

In this research, the authors used the explanation-building technique to explain and 

answer that research questions. Since the three companies have been used in the research, 

the researchers drew insights across the three cases with the use of the replication logic 

technique.    

2.7 Scientific credibility 

According to Yin (2009), there are four common tests used to establish the credibility of cases 

study research. These include construct validity, internal validity, external validity and 

reliability. 

2.7.1 Construct Validity 

Construct validity refers to the identification of accurate operational measures for the 

concepts being studied (Yin, 2009).  It is needed for meaningful and interpretable research 

findings and can be evaluated in many ways (Ghauri and Grønhaug, 2005).  Therefore a study 

may be considered meaningless if it lacks construct validity. According to Yin (2009), there 

are three tactics to increase the construct validity of research. These are multiple source of 
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evidence, establishing a chain of evidence and a review of the report by key informants. In 

this study, the researchers have ensured construct validity by obtaining information from 

multiple sources. As indicated above, a multiple case study approach was adopted for this 

study which confirms that data was collected from more than one source. The interviews were 

recorded and the various information were transcribed. The transcribed information was sent 

to each of the interviewees by email for confirmation as a true reflection of the discussions 

held. This was done to avoid the possibility of misunderstanding. Therefore there is evidence 

to confirm that the information presented is a reflection of the facts. 

2.7.2 Internal Validity 

Internal validity is about the degree to which the researcher can deduce that there is a causal 

relationship between two variables (Ghauri and Grønhaug, 2005).  Yin (2009) opines that 

internal validity is a concern for explanatory case studies, when the researcher attempts to 

explain how and why an event x will lead to event y. The author also mentions inference 

making as one of the concerns for internal validity of case studies.  

In this thesis, the conclusions and findings are generally based on the information gathered 

from the interviews and websites of the companies.  The researchers in line with Yin (2009) 

deduced that establishing supplier relationships can impact the business performance of 

organizations. The interviewees are recognized as experienced people who were in the best 

positions to provide the right answers to our interview questions. The information were 

gathered from more than one source and therefore represent more than one opinion. The 

researchers avoided making assumptions since the empirical information were analyzed based 

on theory to arrive at the conclusions. 

2.7.3 External Validity 

External validity refers to the extent to which the findings of the research can be generalized 

beyond the immediate case studies (Ghauri and Grønhaug, 2005). Yin (2009) however, 

emphasizes that generalization is not automatic. This implies that the extent to which a 

research could be generalized may sometimes be limited.  As indicated above, the sampled 

firms in this study were selected based on a convenient sampling approach. The approach to 

sampling was further influenced by Walliman (2011) that for a homogeneous population as in 

our case, a small sample size could give a better representation of the whole. This seems to 

convey the impression that what really matters is not the approach to sampling, but the 

homogeneity of the sample. Even though the method employed was convenient, the authors of 



MASTER THESIS 

16 
 

this paper took cognizance of the device manufactured by the sampled companies and 

therefore can state that the results from this thesis could be valid for medical device 

manufacturing companies in Sweden and even worldwide. 

2.7.4 Reliability 

Ghauri and Grønhaug (2005), opine that research reliability refers to the stability of the 

measure. This, according to Yin (2009), implies that if the procedures used in one research are 

followed by another researcher to conduct the same case study all over again, the conclusions 

and findings of the second research should be same as the first. The objective for reliability in 

a research is to ensure that errors and biases are reduced. To enhance the reliability of this 

research, the authors have clearly and precisely described all research and data collection 

methods of the thesis. The method of analysis has also been presented to make replication 

easy. A copy of the questions used for the interviews is attached as an appendix to make the 

research reproducible. To further enhance the reliability of the research, the authors also tried 

to avoid the possibility of misunderstanding the interviewees by sending the transcribed text 

to the interviewees as indicated above. Therefore the reliability of this thesis is considered to 

be high since this research has been conducted with all the necessary diligence such that a 

repeat of the procedures in this research by another researcher will provide similar outcomes.  

2.8 Ethical considerations 

Research ethics refer to moral principles and values that influence the way a researcher 

conducts a study (Ghauri and Grønhaug, 2005). Researchers have a moral responsibility to 

explain and find answers to their questions honestly and accurately. According to Yin (2014), 

a good research should be devoid of bias and deception. The researcher must maintain high 

professional competence and ensure accuracy and credibility of the research whiles admitting 

to the limitations of the study.  Walliman (2011) highlight that there is a risk when 

transcribing data from interviews. According to the author, the ethics of the research can be 

compromised when the researcher attempts to impose own interpretations when writing down 

answers from interviews. The author also mentions confidentiality, anonymity and courtesy as 

other ethical considerations for researchers. In conducting this research, the authors of this 

paper were mindful of the negative implications on the research if ethics were compromised. 

When contacting the companies for interviews, the subject matter of the research was made 

known to the interviewees and they were assured that the research was mainly for academic 

purposes.  Before each of the interviews, permission was sought from the interviewee to 

record the interview discussions. The researchers conducted the interviews with all courtesy 
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and respect and avoided any actions that could distress the interviewees. Two of the 

interviewees did not want their names to be mentioned in the research and also advised us not 

to make the recording public which have been duly followed.   Transcription of the recorded 

interviews was done dutifully in order not to impose our own interpretations and misconstrue 

the findings. To enhance the credibility of this paper, the authors have answered the research 

questions and made conclusions devoid of bias and deception.   
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3. Theoretical Framework 

This section of the paper presents review of literature on supplier relationships and business 

performance. The chapter begins with a brief introduction about supplier relationship, which 

is followed by the types of supplier relationships and why supplier relationships may be 

established. Also outlined in this section are concepts about financial and operational 

business performance. This theory section is structured according to the conceptual model 

below: 

 

                       RQ 1 RQ2  

 

  

   

 ?  

 

 

 ? 

  

 

  

 

 

Figure 3 - Conceptual model: Authors’ illustration of theory section 

In the above diagram, the main objects (MDMs and Key Suppliers) and the main concepts 

(Supplier relationships and business performance) are shown with brown boxes. The orange 

boxes represent sub-theories on supplier relationships and business performance. The arrow 

below indicates the relationship between MDMs and key suppliers whereas the arrow above 

shows the link between supplier relationships and business performance. The model has two 

divisions; the first part embodies research question one and the second section represents the 

second research question. 
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3.1 Supplier Relationships  

According to Lambert (2008), the supply chain can be regarded as a network of businesses 

and relationships and not just a chain of businesses. Therefore supply chain management has 

been recognized as the management of relationships throughout the supply chain (Lambert 

2008).  Consequently, according to Eulálio et al. (2007), supplier relationship management is 

that portion of supply chain management, which considers all facets of the business 

relationship between organizations and their suppliers. It describes the business structures and 

processes which are needed by organizations in communicating with their suppliers and 

provides methods, and tools to support the different levels of a direct relationship with 

suppliers (Eulálio et al., (2007). Lambert and Schwieterman (2012) also describe supplier 

relationship management as a business process that offers the structure for developing and 

maintaining relationships with suppliers. Supplier relationship has turned out to be a 

significant business process due to the pressure of competition on businesses, the need for 

sustainability and risk consideration and the need to nurture closer relationships with key 

suppliers who can offer the required expertise for developing new and innovative products 

(Lambert and Schwieterman, 2012).  Therefore, according to Eulálio et al. (2007), supplier 

relationship management methods have been advanced to harmonize and systematize 

processes concerned with the integration and communication with suppliers. Consequently, 

supplier relationship involves building relationships with suppliers in order to reduce costs, 

enhance product innovation and create value for both the buyer and the supplier based on a 

shared commitment to long-term cooperation and joint success (Lambert and Schwieterman, 

2012). Supplier relationships therefore present prospects for businesses to build on the success 

of strategic sourcing and purchasing and procurement initiatives (Lambert and Schwieterman, 

2012).  

3.2 Types of supplier relationships 

According to Humphreys et al. (2001), there are two main types of supplier relationships, 

namely adversarial and collaborative relationships. Therefore supplier relationships can range 

from transactional or adversarial to close and collaborative relationships (Goffin et al., 2006; 

Mahanty and Gahan, 2012). The discussions below throw more light on the two types of 

supplier relationships as suggested by the authors. The above assertions are represented in the 

diagram below: 
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Figure 4 – The relationship spectrum: Deduction based on theory 

3.2.1 Adversarial Relationships 

Adversarial strategies have historically been common among manufacturers with the view of   

getting suppliers to meet their expectations of price reduction (Henke et al., 2008). Therefore 

the principal objective of the traditional adversarial relationships is to reduce the price of 

goods and services purchased (Shapiro, 1986; Humphreys et al., 2001). Adversarial 

relationships are based on three main activities (Humphreys et al., 2001). Firstly, the buyer 

depends on many suppliers who can compete against each other in order to obtain price 

reductions and ensure continuous supply of resources. Secondly, the buyer expects the 

suppliers not to quote beyond a certain fixed amount, and lastly, the buyer adopts an arm's-

length position and commits to short-term contracts. These strategies are adopted by the buyer 

in order to gain a higher bargaining power (Humphreys et al., 2001).  

 Since a number of suppliers are pitched against each other in competition, the assumption is 

that there are no differences in the competence of the suppliers to deliver value-added 

services; therefore the buyer does not make efforts to enter into long-term cooperation with 

any supplier (Humphreys et al., 2001). Consequently, adversarial relationships are short-term-

oriented, and the focus on economizing the cost of transactions impedes the development of 

supply management capabilities (Chen et al., 2004). Nair et al., (2011) assert that in the 

adversarial setting, both the buyer and supplier aim to enhance their selfish interest and this 

generally leads to a negative effect on the relationship. In line with the above assertion, Bastl 

et al., (2012) also opine that such a relationship is characterized by a win-lose approach where 

the buyer competes with the supplier for gains. This leads to situations for mistrust, and 

increase the need for both the buyer and supplier to find ways, which are often costly, to curb 

opportunistic behaviour, which eventually erodes any benefits the buyer and supplier could 

gain from working together (Ghoshal and Moran, 1996; Chen et al., 2004).  

According to Bastl et al. (2012), research shows that in these relationships, contracts serve as 

the key protection instrument to safeguard both parties against opportunistic behaviours. 
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Although a review of literature by Humphreys et al. (2001) indicate that businesses are 

moving away from adversarial and arm’s length relationships towards collaboration, Jiang et 

al. (2011) however, found that the traditional adversarial relationships are still not uncommon 

among businesses. 

3.2.2 Collaborative Relationships 

In their quest to improve supply chain operations, a number of companies are adopting 

collaborative, win-win relationships with their suppliers, therefore exhibiting characteristics 

of close relationship between them (Drake and Schlachter, 2008). Companies are increasingly 

focusing on the development of such close relationships with their suppliers in search of 

competitive advantage and improved market positioning (Jouali and Chakor, 2013). The 

option of taking advantage of other firms in order to realize short-term gains is being rejected, 

but rather investment of time and resources in helping suppliers perform their functions to the 

benefit of the entire supply chain is paramount (Drake and Schlachter, 2008).  

According to Bastl et al. (2012), collaborative relationship between a buyer and a supplier is 

one where both parties communicate more regularly, openly share relevant business 

information and resolve conflicts through dialogue. This relationship is not simply limited to 

the purchase of essential material from the suppliers, but also entails a high degree of 

involvement by both parties (Fossas-Olalla etal., 2013).  Bemelmans et al. (2012) are also of 

the view that such relationship are characterized by joint problem solving orientation and 

collective bargaining style which leads to higher levels of performance and economic benefits 

over the long-term.  A long-term relationship with suppliers enhances the buyer’s efficiency 

in procurement and also enables the buyer to be more effective in delivering quality and in 

reducing the cost of transactions (Jouali and Chakor, 2013). Therefore, collaborative 

relationship with suppliers can enhance a company’s ability to compete by helping to reduce 

costs of production and operations as well as lead to improvement in quality and productivity 

(Fossas-Olalla et al., 2013).  

A buying firm may develop collaborative relationships with two or more suppliers providing 

the same product or service (Gadde and Snehota, 2000). Johnston et al. (2004) also opine that 

close relationships result in a number of benefits to the buying company but this is not ideal 

for the entire supplier base.  Fossas-Olalla et al. (2013), add that long-term relationships with 

key suppliers which are centered on win-win attitudes can lead to longer lasting competitive 
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advantage. Humphreys et al. (2001) also articulate that collaborative relationships necessitate 

trust and commitment for long-term cooperation alongside the willingness to share risks.  

3.3 Why supplier relationships 

Organizations are continuously finding ways to leverage their supply chains and are therefore 

giving more attention to the role of suppliers in their chain (Mohanty and Gahan, 2012). 

Outsourcing enables organizations to exploit the competencies, technologies, and expertise of 

their suppliers (Mohanty and Gahan, 2012). Therefore, increased outsourcing denotes more 

dependence on suppliers and implies the need to manage the supplier base and develop 

relationships with suppliers (Kannan & Tan, 2006). The role of relationships in business and 

more specifically, in context of the buyer and supplier have been widely studied by a number 

of researchers (Kannan and Tan, 2006). According to the authors, most of these studies have 

been focused on the identification of when relationships are appropriate, the effectiveness of 

relationships, and how relationships can lead to competitive advantage for businesses. 

Ambrose et al. (2008) posit that supplier relationships have gained considerable attention in 

recent years because studies in purchasing and supplier management have been centered on 

strategic aspects such as supply chain relationships. Therefore Chen et al. (2004) are of the 

view that businesses must have an understanding of strategic relationships with key suppliers 

in order to boost value creation in the supply chain. This is because the relationship between a 

buyer and suppliers represents a valuable bridge through which the buyer gets access to 

important resources (Bastl et al., 2012).   

Cheng (2009) also asserts that firms establish supplier relationships to enable them have 

access to resources outside of the firm, reduce costs of purchasing, manufacturing and 

operation, shorten product development life cycle, and improve product quality, service, and 

productivity. The author further articulates that, supply chain practices such as Just-In-Time, 

joint product design and development, early supplier involvement, knowledge and 

information sharing, quick response, all require specific relationship investments. 

Kannan and Tan (2006) advance that evidence from literature put forward that buyers prefer 

closer relationships when they wish to control the reliability of supply or have influence on 

the quality of materials supplied and delivery schedules. The authors also emphasize the 

impact of supplier relationships on performance and advance that a successful relationship 

between buyers and their suppliers influences the financial and market performance of the 

buying company directly and positively. According to Johnston et al. (2004), it is evident 
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from literature that direct and positive supplier relationships can lead to financial and lead 

time performance among others benefits. Therefore, Kannan and Tan (2006), claim that 

benefits achieved by the buyer from relationships with key supplier are not limited to cost, 

quality, delivery, and productivity, but also in aspects such as product innovation, technology 

utilization, and problem solving.  

Humphreys et al. (2001) are of the opinion that most buyers recognize that their ability to 

become outstanding competitors is largely based on their ability to establish relationships with 

their suppliers on the basis of high levels of trust. 

According to Cannon et al. (2010), research suggests that three factors usually influence a 

buyer’s long term orientation with suppliers. The authors claim that from the buyer’s 

viewpoint, the performance of a supplier influences the buyer’s decision to establish closer 

relationships. Secondly, buyers attempt to reduce perceived purchasing cost by entering into 

long-term relationships with suppliers they trust. Finally the buyer’s dependence on the 

supplier to provide essential resources for their operations will necessitate long-term 

collaborative relationships (Cannon et al., 2010). 

According to Mohanty and Gahan, (2012), one most important element of the supply chain is 

supplier relationships; therefore a sustainable and effective relationship between buyers and 

suppliers is essential for organizational success. A number of factors are important in ensuring 

the effectiveness of supplier relationships (Bemelmans et al., 2012). In the first place, 

according to the authors, it is important for the buying firm to optimize its supplier base vis-à-

vis the number and the quality of suppliers. Again, activities relating to management of a 

buying firm’s selection of suppliers must be given the needed attention. Thirdly, the buying 

organization has to decide the extent to which the suppliers should be integrated into their 

value creation and operational processes. Lastly, effective supplier relationship should involve 

the development of suppliers, on the basis of continuous monitoring of their performance 

(Bemelmans et al., 2012). According to Cannon et al. (2010), trust, commitment, and long-

term orientation are significant antecedents to effective supplier relationships. The underlying 

principle is that without these traits, interaction between buyers and suppliers to create 

mutually beneficial outcomes will be limited (Kannan and Tan, 2006). 
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3.4 Business Performance 

According to Neely (2002), business performance is a complex concept. The author posits 

that the complexity of business performance makes it difficult to define the concept, and 

increases the possibility that indicators of performance will sometimes be contradictory. 

Consequently, different fields of research use different measures of business performances 

(Santos et al. 2009). Giannakis (2007) opines that business performance measures can be 

considered from various aspects of the company business in terms of the relative importance 

of the performance measures to the company. Therefore, Hsiao et al. (2008) use cost, 

flexibility, quality, and delivery to assess business performance. Kannan and Tan (2006), also 

explain that business performance can be measured with measures such as quality and lead 

time improvements, cost reductions. However, in Yildiz and Karakas (2012), business 

performance is simply referred to as the appraisal of all the efforts dedicated to the 

achievement of business goals. In line with Yildiz and Karakas (2012), Prasad et al. (2015), 

also advance that business performance could be regarded as an overall term used for all 

concepts that consider the success of a company and its activities. The authors further add that 

business performance covers both economic (financial) and operational aspects. The authors 

of this paper therefore discuss in the following sections, financial and operational business 

performance resulting from supplier relationships. 

3.4.1 Operational Business Performance 

According to Iyer (2011), operational performance measures form an important aspect of 

supply chain management objectives. According to the author, operational efficiencies are the 

results of better relationships in the supply chain which allows processes to be streamlined 

and simplified. In general, supply chain relationships stimulate better understanding of partner 

activities, and enhance exchange of information and resources, reducing operational down-

times and product errors (Iyer, 2011). Nancy et al. (2012), claim that the most common areas 

of performance that buying companies seek to measure and improve are quality, delivery, and 

cost. Therefore discussions on operational performance are centered on quality improvements 

and reduced defect rates, delivery reliability and reduced lead times.  

Buyers in supply chains are more concerned about the quality of the materials offered by 

suppliers since such resources often represent important components of the buyer’s own 

products (Song et al., 2012). The quality of materials supplied by suppliers will influence the 

quality of the buyer’s final products to a large extent (Song et al., 2012) since quality is built 

in from the materials supplied (Jack and Powers, 2015). Therefore having good supplier 
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relationships would lead to commitment by suppliers to deliver quality materials (Jack and 

Powers, 2015).  According to Song et al. (2012), if a supplier supplies products which are 

reliable and easy to use by the buyer, inspection and production costs are reduced and this 

enhances the operational efficiency of the buyer.  Consequently, Song et al. (2012), argue that 

suppliers will provide high quality products to the buyer for the sake of relationships and 

conclude that supplier relationships will enhance the quality of products produced by the 

buyer’s organization. Fossas-Olalla et al. (2013) also share the view that supplier relationships 

can lead to operational improvements in areas such as eliminating defects and improving 

compliance rate. Therefore effective supplier relationships and information sharing related to 

materials management and product development can improve final product quality of the 

buyer (Iyer, 2011).  

Delivery performance can be measured by determining the proportion of orders that are 

shipped or delivered on time (Nancy et. al., 2012). According to the authors, effective 

operation of any production system needs a reliable source of adequate inputs. Therefore 

buyers establish relationships with suppliers in order to guarantee the provision of materials 

that are required for further production (Nancy et. al., 2012). Relationships with suppliers will 

for that matter enhance the buyer’s access to steady supply of product and this reduces the 

buyer’s risk of purchasing (Song et al., 2012). Quality relationship between a buyer and a 

supplier is characterized by a situation where the supplier has a good understanding of the 

buyer’s production system; hence the supplier has a good knowledge of the needs and 

preferences of the buyer which enables the provision of appropriate materials to meet the 

buyer’s needs (Fynes et al, 2005).  Therefore reliability of deliveries can be enhanced through 

the establishment of relationships with suppliers and this can enhance the overall business 

performance (Mensah et al., 2014). Henke (2008) mention reduced lead time as one of the 

operational benefits of supplier relationships. This view is also shared by Kannan and Tan 

(2006), who posit that successful supplier relationships can improve lead time performance. 

In relation Henke (2008) and Kannan and Tan (2006), Kähkönen et al. (2015)  share the 

opinion that the lead times for a buyer can be reduced when suppliers are involved in product 

development and their recommendations concerning quality and material savings are 

followed. In all, operational performance which includes improved product quality, delivery 

reliability and shorter lead times potentially contribute to financial performance gains.  
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3.4.2 Financial Business Performance 

According to Almazari (2011), financial business performance points to the profit 

maximization of a company and value added. Santos et al. (2009) are also of the opinion that 

financial performance is a way to satisfy investors and can be expressed by profitability, 

growth and market value.  Studies by Rust et al. (2002) consider financial performance from 

the perspective of cost reduction and revenue expansion. In their research, revenue expansion 

is centered on increase in market share. According to Gadde and Snehota (2000) measuring 

the financial benefits of supplier relationships is a difficult task since the benefits do not show 

up clearly in company’s financial accounts. Furthermore, according to Neely (2002) there is 

no definitive set of financial ratios that can be said to measure the performance of a business. 

Therefore a set of measures can be devised to assess different aspects of financial 

performance from different perspectives (Neely, 2002). For this reason, the authors of this 

paper consider cost reduction, increase in market share and value added as the financial 

business performance measures for this study.  

According to Clements (2009), the value to a buyer from supplier relationships can involve 

lowering the costs associated with purchasing. Such cost reductions can be realized through 

transactional efficiencies or by shortening lead times which reduces cycle times. The prospect 

of more on-time deliveries is increased which makes the buyer confident of meeting ongoing 

customer demands. The overall effect is an increase in the economic value (value added) of 

the buyer (Clements, 2009). Song et al. (2012) assert that one important determinant of a 

business’s financial performance is the overall costs of goods and services. Therefore cost 

reduction initiatives transfer their savings to the bottom line directly (Rust et al 2002). 

Organizations develop relationships with their suppliers to reduce costs, hence effectively 

managed supplier relationships can lead to reduced costs for the buyer (Jack and Powers, 

2015). Indeed, Choy et al. (2003) also attests to the cost reduction benefits that a buyer can 

obtain from supplier relationships. When a buyer develops and maintains relationships with 

suppliers, the buyer’s purchasing activities are reduced and the reliability of materials and 

resources form suppliers is increased. This allows the buyer to enjoy cost reduction benefits 

relating to purchasing and inward inspection (Ford and McDowell, 1999). Similarly, Möller 

and Törrönen (2003), also add that supplier relationships can lead to reduction in transaction 

cost and the cost of incoming quality inspections. According to Ravald and Grönroos (1996), 

price and total costs continue to have an impact on the buyer’s evaluation of alternative 

offerings. Therefore supplier relationships provide opportunities for the buyer to obtain lower 



MASTER THESIS 

27 
 

prices which leads to a reduction in the total cost for the buyer and ultimately improves profits 

(Fossas-Olalla et al., 2013). Suppliers make concessions in price for long-term buyers and this 

is one of the advantages of supplier relationship management (Song et al., 2012). Therefore, 

based on the above, the authors argue that supplier relationships have a cost reduction benefits 

for the buyers. 

There are opportunities for a firm to supply more of its products into an existing market when 

cost of production is reduced (Clement, 2009). According to (Kannan & Tan, 2006), one of 

the benefits to a buyer for developing close relationships with key suppliers can come in the 

form of increased market share. Fossas-Olalla et al. (2013) also assert that it is possible to 

determine the benefits of supplier relationship for buyers using market share as a financial 

performance measure. Lynn (2011), advances that market share is a function of the number of 

customers and the quantity the customers buy. Generally, brands with a large market share 

enjoy not only a wide spread market advantage, but also tend to have a greater average 

purchase frequency than other brands with smaller shares (Lynn, 2011). According to Laverty 

(2001) market share is the company’s output as a percentage of the output for all companies 

in an industry. The author observed that it is common that higher market share would lead to 

higher profits. Grønholdt et al (2015) also highlight market share as a measure of financial 

business performance. However, market share profitability is dependent upon strategic and 

competitive settings (Laverty 2001). According to (Neely, 2002) studies by Henderson (1973) 

and Buzzell and Gale (1987) concluded that market share is a strong predictor of cash flow 

and profitability. 
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3.5 Conceptual model 
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  Figure 5- Conceptual model: Summary of theoretical review
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In the figure above, the authors summarize the theoretical review in the conceptual model. 

Since the literature review formed the basis for the empirical findings, the interview questions 

were formulated in line with the theory and can be related the above framework. Since the 

study considered the relationship between MDMs and key Suppliers, interview questions 1 – 

6 were asked to have an understanding of who the key suppliers of MDMs are. The types of 

supplier relationships and the reasons for establishing supplier relationships are covered by 

interview questions 7 – 16. Questions 17 – 25 of the interview relate to operational business 

performance whilst financial business performance is covered by questions 26 -31.   
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4. Empirical Data 

In the following chapter, the empirical information is presented. The findings presented are 

based on interviews conducted with persons in the positions mentioned below in the 

respective companies; Arcoma - Strategic Purchaser, Baxter – Senior Purchasing Manager, 

Cellavission – Operations Manager and Purchasing Manager. The background information 

about the companies were obtained from their company websites. 

4.1 Arcoma 

The interview with the Strategic Purchaser of Arcoma has been referenced as (Arcoma, 2015). 

Information obtained from the company website are referenced as (Arcoma web, 2015) 

4.1.1 Company Background 

Arcoma was formed in March 2010 through the merger of digital radiography (DR) 

manufacturer IMIX ADR Ltd and medical radiology system and subsystem developer, 

Arcoma AB. With over 40 years of combined experience, the merger brought together 

forerunners of digital imaging technology.  Located in Växjö, Sweden, Arcoma is exclusively 

committed to the design, engineering and manufacturing of medical radiography (X-ray) 

systems. Through its unique combination of proven technology, Scandinavian manufacturing 

and process control, the company manufactures some of the industry’s most technically 

advanced systems and subsystems (Arcoma web, 2015).  

For over 15 years, Arcoma has been manufacturing innovative radiography systems to the 

market. The company markets its products in Europe, Asia, North America and Latin 

America. The main customers are hospitals, clinics and imaging centers of all sizes. The 

company’s reputation for quality design and manufacturing coupled with vast experience in 

clinical applications has made it a valuable organization to its customers (Arcoma web, 2015). 

Arcoma recorded growth of 21% in its net sales at the end of the 2014 financial year.  Also in 

2014, earnings before interest, taxes, depreciation, and amortization (EBITDA) increase by 

5% and the gross margin improved for the full year from 1.6% to 42.5%. The profit recorded 

after tax was 14.8 MSEK (Arcoma web, 2015).  

4.1.2 Supplier Relationships 

Arcoma depends on about 70 suppliers for the supply of materials and components for the 

manufacture of X-ray devices.  Out of the total number of suppliers, about 15 suppliers are 

classified as key suppliers. Typically, the suppliers are divided into A, B and C classes. Class 
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A includes suppliers who are supplying critical components for the manufacture of the x-ray 

device and are called critical suppliers. Suppliers in the B class are tactical suppliers and the C 

class includes suppliers who supply common parts like bolts and plastics. The suppliers in the 

A class are considered as key suppliers primarily on the technical nature of the components 

they supply (Arcoma, 2015). According to the interviewee, the complexity and uniqueness of 

the components these suppliers provide as well as the difficulty to find alternative sources for 

their materials are the basis for considering them as key suppliers. The key suppliers 

providing the critical components for the manufacture of the x-ray equipment are all global 

suppliers (Arcoma, 2015). 

According to the interviewee, close relationships are established with key suppliers. The 

relationship with the key suppliers involves regular contacts and meeting. The suppliers 

usually offer to Arcoma new ideas and technology to improve their product and Arcoma also 

involved in the development of their supplier. To Arcoma, their key suppliers are their friends 

and there is good understanding and trust between them. The key suppliers have very good 

knowledge about the production processes of Arcoma since they visit Arcoma’s factory 

premises on a regular basis. Suppliers are always involved in new product innovations and 

development and their inputs are highly valued by the company (Arcoma, 2015). 

4.1.2 Reasons for establishing supplier relationships 

According to the interviewee, Arcoma has had no real problems maintaining close 

relationships with their key suppliers. Arcoma considers the collaboration with their key 

suppliers as a good strategy, particularly as it is a means for the company to save cost.  It is 

expensive to change components in x-ray equipment hence the need to push for long term 

relationships with existing key suppliers so that the suppliers can always deliver as required 

(Arcoma, 2015). For some components, it is difficult to find alternative sources of supply 

hence close relationships have to be maintained with suppliers of such key components. Even 

in instances where alternative sources exist, changing such suppliers involves a lot of costs 

because such a move will require significant changes to operation systems and processes. 

Therefore long term relationships are maintained with such key suppliers (Arcoma, 2015). 

Another reason why Arcoma has established a collaborative relationship with its key suppliers 

is their quest to guarantee the supply of materials either on the basis of regular supply or on-

time deliveries.  The company also considers that high performances from suppliers can 

always be achieved when relationships are close and transparent (Arcoma, 2015). 
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There are regulations in the medical device industry that should be followed by 

manufacturers. Although these regulations also affect the suppliers who offer components to 

the company, it is not a reason for establishing close relationships with key suppliers 

(Arcoma, 2015). 

4.1.4 Supplier Relationship and Business Performance 

 

4.1.4.1 Operational Business Performance 

According to the interviewee, Arcoma’s x-ray systems are top class and of high quality. The 

quality of the x-ray systems of Arcoma can be attributed to the quality of components 

received from key suppliers. The close relationship with suppliers has helped to keep the 

quality standards of Arcoma’s product (Arcoma, 2015). Through the collaborative 

relationship with suppliers, there are frequent open discussions on technical issues. For 

example there are instances where the research and development department of Arcoma and 

the key suppliers work jointly to develop functional specifications for new products. Key 

suppliers are always willing to assist in product development and innovation hence the rate of 

sharing information regarding materials and new product development with suppliers is very 

high. Due to this, the quality of components from key suppliers is always assured (Arcoma, 

2015). Occasionally, some materials supplied may be defective due to errors in the production 

lines of the suppliers. However, such errors have been jointly corrected by Arcoma and the 

supplier. According to the interviewee, supply of defective materials from key suppliers is 

seldom and when a particular defect is corrected, that same defect does not occur again.  

In general, deliveries from key suppliers have been very reliable and materials have been 

received according to schedule. This is because the key suppliers are always aware of the 

consequences on Arcoma if they fail to deliver on time. Materials are usually received as 

planned and there haven’t been instances where the company is not able to produce at a 

specified time due to lack of materials from key suppliers.  When genuine delays in the supply 

of materials happen, both parties agree on feasible delivery times (Arcoma, 2015). According 

to the interviewee, key suppliers have been very prompt in responding to emergency requests. 

Due to this, the lead-times of key supplies have been declining gradually over time and the 

time to market of their products has improved.  There is high level of trust in the relationship 

with suppliers and for this reason, Arcoma does not invest much efforts and time to inspect 

goods received from key suppliers. Quality inspections and texting are carried out by the 

suppliers. Over time, the right quantities of goods have been received from key suppliers. 



MASTER THESIS 

33 
 

4.1.4.2 Financial Business Performance 

To Arcoma, the time and efforts committed to maintaining close relationships with suppliers 

is worth the investment. The benefits of maintaining close relationships with suppliers are 

evident and it is the desire of the company to move for collaboration with some suppliers in 

the B category of suppliers. The key suppliers are generally transparent on their costing and 

are always open to discussions on opportunities to reduce the cost of the materials they supply 

(Arcoma, 2015). 

 The interviewee indicated that price concessions are not received from their key suppliers. 

However, the key suppliers are very corporative and are always willing to help Arcoma to 

acquire quality materials at lower cost. The key suppliers through their own innovations 

develop new components that can perform the same functions as existing components. Such 

new innovations come at a lower cost while quality is not compromised. Acoma has not 

significantly increased the prices of the x-ray devices they produce over the past years since 

they are always working with their key suppliers to provide materials are low cost and also 

improve their processes.  

The cost of procurement transactions cost is reduced is reduced since less time is spent on 

inspection and ordering of materials. Key suppliers are already aware of the quantity and time 

to supply and usually do so at the expected times. According to the interviewee, the ability of 

their key suppliers to supply customized components for the manufacture of medical 

radiography devices which serve the needs of their customers has helped to grow sales and 

market share. Arcoma acknowledges that their key suppliers play formidable role in the 

company’s successes. 

4.2 Baxter 

The interview with the Senior Purchasing Manager at Baxter has been referenced as Baxter 

(2015). Information obtained from the company website are referenced as (Baxter web, 2015). 

4.2.1 Company Background 

Baxter International Inc. was founded in 1931 and has its presence in 29 countries. In 

September 2013, the company acquired Gambro AB which has now become Baxter Sverige 

in Lund. Baxter is a global diversified medical company that develops specialized treatment 

devices and medicines that save and sustain lives. The company is the world’s leading 

provider of peritoneal dialysis products. The combined use of unique combination of expertise 
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in medical devices, pharmaceuticals and biotechnology to develop treatments for patients 

worldwide creates innovation in many therapeutic areas (Baxter web, 2015).  

The company’s products are patronized by hospitals, kidney dialysis centers, nursing homes, 

rehabilitation centers, clinical and medical research laboratories, and by patients at home 

under physician supervision. Baxter markets its products in about 100 countries. It is a global 

market leader with 70% of sales coming from products with leading market positions (Baxter 

web, 2015).  

In 2014, the company recorded a net profit of $ 2.5 billion and net sales of $16.7 billion 

worldwide. The figures represent an increase of 11% over 2013 (Baxter web, 2015). 

4.2.2 Supplier Relationships 

In general, Baxter maintains relationship with 40 key suppliers and this represents about 25% 

of the entire supplier base (Baxter, 2015). According to the interviewee, a supplier can be 

classified as a key supplier either in commercial terms – that is based on ‘the spend’ on that 

supplier, or based on the critical nature and function of the components provided by the 

supplier.  Components supplied by suppliers are usually grouped into A, B and C categories. 

Components in category A can affect patients directly if they fail. Those in B category can 

indirectly affect the patient if the fail and the C category comprises of components that are 

low class or are of less importance. Essentially, suppliers providing the critical components in 

the A category require more attention and monitoring hence they are classified as key 

suppliers (Baxter, 2015). According to the interviewee, key suppliers can also be those 

suppliers providing components that are difficult to find elsewhere.  All the key suppliers of 

Baxter are global suppliers although some of them are based in Sweden. 

Key suppliers are trusted and are considered to have high competence for the materials they 

supply therefore close relationships are established with key suppliers. The trust is developed 

as a result of long periods of working together. Due to the high competence of key suppliers, 

they are involved in product design and development.  Baxter also contributes to the 

development of their key suppliers. Relationship with suppliers involves close contact and 

communication. For suppliers providing materials with unique design which have no 

alternative sources the only option is to keep one supplier. However, for key suppliers 

providing materials of high spend, close relationships are established with two suppliers for 

each component. The two suppliers are given the opportunity to provide price quotations and 

one of them is selected to supply the components. Therefore, at a particular point in time, 
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supplies of materials are received from the key supplier that provides a competitive price.  

The rational is to save cost and get the best performance from suppliers (Baxter, 2015). 

According to the interviewee, having a close relationship with a supplier for about 20 years, 

tend to make the supplier feel safe. Therefore to prevent the suppliers from becoming 

complacent, they are well monitored to ensure consistent performance from them.  

4.2.3 Reasons for establishing supplier relationships 

Long term relationships are established between Baxter and their key suppliers in order to get 

the best quality from suppliers and most importantly to have the support of the suppliers 

during projects. For instance the contributions of suppliers are important to Baxter during the 

development of new products. Baxter therefore relies on the competence and expertise of their 

key suppliers for product innovation and development. The other reason why Baxter choses to 

collaborate with their key suppliers on long term basis is to achieve lower cost through joint 

problem solving  and also to ensure that the need resources are readily available whenever 

they are needed (Baxter, 2015). According to the interviewee, managing relationships require 

a lot of time therefore it is important to establish close relationships with a small number of 

suppliers in order to be able to manage the relationship very well. The industry is 

characterized by stringent and high requirements which are to be fulfilled by suppliers. ISO 

13485 is a major standard which needs to be fulfilled by suppliers. Other requirements include 

environmental regulations, quality standards, and traceability (Baxter, 2015). According to the 

interviewee, there is the need to work with work with suppliers who have certification for 

these standards since the failure of some components can directly affect the lives of patients 

and also affect the reputation of the company.  However, this is not a major reason why the 

company will enter into collaborative relationships (Baxter, 2015). 

4.2.4 Supplier Relationship and Business Performance 

4.2. 4.1 Operational Business Performance 

According to the interviewee, as long as key suppliers continue to provide quality products at 

reasonable costs, close relationships with them will continue.  On the other hand, the key 

suppliers’ ability to support Baxter in development of new products is the main reason why 

long term relationships are maintained. The company believes that through the collaborative 

relationship, the key suppliers are always in the best position to help them in the development 

of new products. The key suppliers are very knowledgeable about Baxter’s production 

processes and that is one of the reasons why the suppliers are involved in the development of 

new products (Baxter, 2015). According to the interviewee, sharing information regarding the 



MASTER THESIS 

36 
 

materials and product development characterizes their relationship with the key suppliers.  

Sometimes, Baxter procures what they term as a ‘black box’ from key suppliers. The black 

box is a completely new innovated component which is developed by the supplier based on 

specifications agreed by both parties. Materials provided by the key suppliers are of very high 

quality and are always fit for the purposes for which they are required. To Baxter, they are 

always guaranteed of quality materials because they work together with the key suppliers in 

developing the specifications of the components supplied (Baxter, 2015). According to the 

interviewee, it was very common to receive defective components in the last 10 years but the 

situation is different in recent years. Although currently there have been instances where some 

components from the key suppliers have been rejected for being defective this situation does 

not occur often. The defects may be due to wrong processes in the supplier’s production 

system, but the interviewee was quick to add that defects are not always caused by suppliers 

but could also be as a result of weak specifications from Baxter. When defects occur, both 

Baxter and the supplier involved meet to decide on an action plan to prevent such errors from 

occurring again. In general the components and inputs from key suppliers have contributed 

greatly to the quality of the devices produced by Baxter (Baxter, 2015). 

According to the interviewee, deliveries from suppliers were not reliable before the past 6 

years when close relationships were not well developed. For instance there were occasions 

where production was delayed due to lack of materials. Such cases were very costly to the 

company. However, that situation is now a thing of the past. The reliability of deliveries from 

suppliers has improved in recent years. Suppliers are able to ship materials on time and 

usually confirm incoming suppliers within 48hours before the due date. In instances where 

requests for materials from suppliers have been placed due to emergency need of components, 

the suppliers have been quick to respond (Baxter, 2015). Time to market of products is 

improved due to shorter lead times since key suppliers are well aware of the consequences on 

Baxter should they delay in supply of materials requested (Baxter, 2015). To Baxter, while 

maintaining the relationships with the key suppliers it is also important to monitor them and 

in order to achieve the desired results. Although close relationships are maintained, the 

company continues to conduct inspection of incoming goods to ensure that they are in line 

with the required quality and quantity (Baxter, 2015). 
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4.2.4.2 Financial Business Performance 

Price increases from key suppliers are not often as the company has mutual agreements with 

the suppliers regarding the cost of materials.  According to the interviewee, time spent on 

making requests for orders are reduced since suppliers are already aware of their projected 

demands at particular periods in a year (Baxter, 2015). 

Occasionally discounts are received from suppliers and this enables the company to produce 

at low cost. To them producing at low cost is a panacea to make cost savings and increase 

their margins. The interviewee indicated that on some occasions, when the company obtains 

low cost materials from their key suppliers prices are reduced in some markets in order to win 

new customers and this helps increase their sales and market share (Baxter, 2015). 

4.3 Cellavision 

The interview with the Operations Manager and Purchasing Manager at Cellavision has been 

referenced as Cellavision (2015).  Information obtained from the company website are 

referenced as Cellavision web, (2015). 

4.3.1 Company Background 

Founded in Lund 1994, Cellavision is an innovative global medical technology company that 

develops and sells its own leading systems for routine analysis of blood and other body fluids 

in health care services.  The company’s head office is in Lund, Sweden, and it is listed on the 

Nasdaq OMX Stockholm, Small Cap list. Being the world leader in digital microscopy in 

hematology, the company has front-line expertise in image analysis, artificial intelligence and 

automated microscopy. The long-term objective of Cellavision is to be a world-leader in other 

laboratory medicine areas. It also has the vision to create a global standard for digital 

microscopy in the field of laboratory medicine (Cellavision web, 2015). 

The customers of Cellavision are hospital and commercial laboratories, mainly in Europe, 

North America and Japan. The major markets are in the Nordic countries, US, Canada. 

Demand is also gradually increasing in other parts of Asia, for example in China. The 

increasing demand for the company’s products is due to increased efficiency and quality 

assurance requirements in the healthcare sector. Also, through strengthened market position, 

broader product portfolio and other business strategies, Cellavision continues to expand the 

sale of its products internationally. 
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At the end of the 2014 financial year, the company recorded net sales of 216.9(MSEK), gross 

profit 146.1(MSEK), and an operating profit of 42.8(MSEK). Cellavision also recorded a 

sales growth rate of 21% and an increase of 20% in its operating margin for year 2014 ending 

(Cellavision web, 2015). 

4.3.2 Supplier Relationship 

In Cellavision, close relationships are cultivated with their key suppliers, as mentioned by the 

interviewees. Cellavision works with a number of suppliers, however about 15 are considered 

as key suppliers and this constitute about 20% of their total suppliers. Almost all the key 

suppliers supply their goods to a 3PM (Third party manufacturer) and therefore Cellavision’s 

establishes close collaborative relationship with the 3PM as well as the key suppliers. Most of 

the key suppliers are single sourced suppliers that supply specially designed and unique parts 

with no alternative sources. The 3PM is located in Sweden whereas the other key suppliers 

are located across the globe. The components and materials provided by the key suppliers are 

critical for the manufacture of Cellavision’s products. Cellavision establishes close 

relationships with the key suppliers after carefully accessing various suppliers of a particular 

material. The company selects the key suppliers based on the supplier’s technical capabilities, 

competence and innovativeness, the level of reliability and financial stability, track record and 

the supplier’s possession of all required medical regulatory certifications. The company 

recognizes it as an added advantage for their key suppliers to have regulatory certifications. 

According to the interviewees, there is a very good working relationship between Cellavision 

and the 3PM, together with the other key suppliers, and the company is involved in helping 

the suppliers to perform as expected. The relationship with the key suppliers involves trust 

and the company engages in close communication with the 3PM to keep each party abreast 

with on-going developments. For some time now, there have been no conflicts or 

misunderstandings. The suppliers are very corporative and misunderstandings in the past have 

been resolved jointly and amicably. The company engages in a win-win relationship with 

such key suppliers. Not only do they receive support for the suppliers but they also in turn 

offer services that will develop the key suppliers. This is because the key supplier’s 

contributions are considered as valuable and since it a big task to change key suppliers they 

have to be involved in the development of the existing ones. 
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4.3.3 Reasons for establishing supplier relationships 

For Cellavison, one of the reasons for keeping close relationships with their suppliers is for 

the company to have a smooth working relationship that guarantee consistent quality of the 

company’s required materials and also guarantees uninterrupted material supplies. The 

interviewees indicated that collaborative relationships are established with their key suppliers 

basically because they are responsible for the supply of important materials and components. 

The materials supplied by the key suppliers are usually not ‘on the shelf’ products and 

sometimes have very few or no alternatives. Another reason for establishing close relationship 

with key suppliers is to improve the quality of product design, technical capabilities and 

competences of the company’s suppliers. The interviewees also mentioned that their close 

relationship with suppliers has been motivated by the company’s objective to reduce cost. The 

relationships with the key suppliers help to reduce transactional cost. The key suppliers have 

rolling delivery schedule for materials needed and this helps to eliminate raising multiple 

orders to different suppliers. The relationship therefore guarantees competitive material cost 

from key supplier. Furthermore, close relationships are kept because key suppliers are crucial 

to the manufacturing of Cellavision products, and Cellavision is able to influence or raise the 

capabilities of the key suppliers to serve the company better. In all, according to the 

interviewees, collaboration with key suppliers fits Cellavision’s business model.  

4.3.4 Supplier Relationship and Business Performance 

 

4.3.4.1 Operational Business Performance 

According to the interviewees, collaborative relationship with key suppliers has helped 

improve the quality of both the supplied components and the company’s product, since 

Cellavision and its key suppliers both work towards achieving zero defects. The relationships 

afford Cellavision to audit the quality system of their key supplier, as such quality defect on 

matured products are more or less non-existing. 

The interviewees further indicated that collaborative relationship with the key suppliers has 

helped the Company to have reliable material supplies with little or no disruption in their 

production operation, since the company operates a just in time material delivery with the 

suppliers, which reduces unnecessary material inventory stock and improves the lead time. 

The key suppliers have 12 months up front plan of the expected company’s supplies and 

orders. At the worst scenario the suppliers are always willing to respond to emergency 
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request. The collaborative relationship affords the key suppliers knowledge of Cellavision’s 

production processes. The company and their key supplies are engaged in frequent 

communication and information sharing on product improvement. This gives the key 

suppliers good understanding of Cellavision’s business and enables them to contribute to the 

improvement of the production process, through joint research and designed of quality and 

innovative products. The relationship has positive effect on time to market of the company’s 

product. 

4.3.4.2 Financial Business Performance 

The interviewees mentioned that the collaborative relationship with their key suppliers has 

helped in the reduction on cost of materials, since the relationship makes the suppliers to be 

more transparent. The Company operates an open book systems with some of the key 

suppliers which enhances transparency in their costing. As mentioned in the operational 

performance, the rolling supply schedule arrangement with the key suppliers eliminates the 

raising of purchase order; as such the procurement and transactional cost are reduced. The key 

suppliers are also disposed to giving price concession, however these are done businesslike, 

by allowing some services to be rendered free of charge. 

Cellavision is competitively positioned by having good prices from its key suppliers, as such 

increased its sale by 21% in year 2014. It dominates the market, its two known competitors 

who have very minimal market share.  The key suppliers have been a key factor in achieving 

the sales and market share increase in 2014, by sustaining material supplies. The key suppliers 

are periodically informed of the company’s successes and the important role they play in 

achieving such feat. 
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5. Analysis 

In this section the authors discuss the empirical findings vis-à-vis existing literature.  In some 

instances, references made to all the three companies are indicated as ABC (Arcoma, Baxter 

and Cellavision) whereas reference to only a particular company has the company’s full 

name. Before discussing the first research question, the authors attempt to explain ‘key 

suppliers’ in relation to the empirical findings. The first research question is discussed in two 

parts: Type of supplier relationships and reasons for supplier relationships. The analysis 

section ends with discussions on research question two which is focused on operational and 

financial business performance for MDMs.  

5. 2 Research Question One 

 

What type of supplier relationship is established between Swedish MDMs and their key 

suppliers and what are the reasons for establishing such relationship?  

 

In chapter one of this thesis, the authors indicated that in studying the supplier relationships 

established by MDMs, the attention will be on key suppliers since it is considered that firms 

will not establish relationships with their entire supplier base but only with those suppliers 

who supply materials that are critical to their production. This was based on an assertion by 

Johnston et al. (2004) that close relationship is not always ideal for the entire supplier base. 

Evidently, the key suppliers in Arcoma form about 21% of the entire supplier base, where as 

Baxter and Cellavision have respectively 25% and 20% as key suppliers. Caniëls and 

Gelderman (2007), classify key suppliers based on impact on profit and the risk of supply. On 

one part, ABC classify their key suppliers based on the risk of supply and the critical nature of 

the component or material supplied in line with Caniëls and Gelderman (2007).  The risk 

could be attributed to occasional unavailability of alternative sources of supply, the need to 

ensure continuity of supply without material shortages or the direct impact the component or 

material supplied can have on the lives of patients who are end users of the devices produced. 

On the other hand, spend or impact on profit influence the choice of a key supplier for ABC 

but more emphasizes was placed on this by Baxter. 

In the section below, the researchers discuss research question one. 
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5.2.1 Type of Supplier Relationship 

What is being done under the umbrella of supplier relationship is the basis to classify a 

particular relationship as adversarial or collaborative. This means that the authors can 

determine the relationship established between MDMs and their key suppliers based on the 

characteristics of the relationships established between the parties involved. From the 

empirical findings, the supplier relationships in ABC are characterized by regular 

communication and meetings between the companies and their key suppliers. It was also 

identified that their relationships with key suppliers have been free from conflicts in recent 

times, and in the past when such impasses arose between these companies and the key 

suppliers, their differences were resolved jointly and amicable.  This signifies a mark of a 

collaborative relationship and it is line with Bastl et al. (2012), who posit that collaborative 

relationship between a buyer and a supplier is one where both parties communicate more 

regularly, openly share relevant business information and resolve conflicts through dialogue.  

 The regular communication with key suppliers also involves joint problem sharing as 

indicated by Bemelmans et al. (2012).  According to Cannon et al. (2010), trust is a common 

trait between parties engaged in collaborative relationships. Similarly in ABC, their 

relationships with key suppliers involve trust as this is a strong basis for long-term 

relationships.  It has also been identified in ABC that the suppliers are always involved in new 

product innovations and development for the companies, and on the other hand, the suppliers 

have also benefited from ABC in terms of their development. This confirms that these 

medical device manufacturers are involved in a win-win relationship with their key suppliers. 

The authors can therefore dwell on the assertion of Drake and Schlachter (2008) and construe 

that these Swedish medical device manufacturers are engaged in collaborative relationships 

with their key suppliers. The relationships are established by these MDMs with a long term 

mindset unlike adversarial relationships which are characterized by short-term oriented 

relationships (Chen et al., 2004) mistrust, opportunistic behavior (Ghoshal and Moran, 1996; 

Chen et al., 2004), selfish interest Nair et al. (2011) and win-lose approach (Bastl et al., 2012). 

5.2.2 Reasons for establishing Supplier Relationships 

Lambert and Schwieterman (2012), highlight the need to nurture closer relationships with key 

suppliers who can offer the required expertise for developing new and innovative products. 

Consequently, the empirical findings indicate that the contributions of key suppliers to the 

development of new products and designs are valuable to ABC, hence to them, one crucial 

motivation to establish close collaborative relationships with key suppliers is to capitalize on 
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the skills and competence of the key suppliers in product innovations. The authors can 

therefore interpret that establishing collaborative relationships with key suppliers enhance 

knowledge sharing between the buyers and the key suppliers which will augment the expertise 

of the buyer’s organization and expose them to new technologies.  

Secondly, the fact that most of the key suppliers for ABC provide materials which are unique 

and may have few or no alternative source of supply is a major reason to foster close 

collaborative relationships with key suppliers. This is in line with the claim by Ambrose et al. 

(2008) that establishing supplier relationships is a strategic decision. Therefore the 

interpretation of the authors is that maintaining collaborative relationships reduces the risk of 

supply hence manufacturers will form close relationships with key suppliers in order to 

safeguard material flow.  

According to Kannan and Tan (2006) evidence from the literature indicate that buyers prefer 

closer relationships when they wish to control the reliability of supply. The empirical 

information gathered confirms this assertion. For instance, the interviewee at Arcoma 

indicated that the company’s quest to guarantee the supply of materials either on the basis of 

regular supply or on-time deliveries is one of the reasons why Arcoma is involved in 

collaboration with their key suppliers. This view is similarly shared by Baxter and Cellavision 

who respectively indicated the need to enhance resources availability as and when required, 

and to guarantee uninterrupted material supplies, as one reason for collaboration with 

suppliers. These findings imply that collaborative relationships provide a platform to increase 

the responsiveness of the supply chain for these MDMs.  

Again, in line with Kannan and Tan (2006), the companies confirmed the need to enhance the 

quality of materials received form their key suppliers as another reason for establishing 

collaborative relationships. This also confirms the claim by Bastl et al. (2012) that supplier 

relationship represents a valuable bridge through which the buyer gets access to vital 

resources. Receiving quality materials from suppliers implies that to a large extent the quality 

of the final product manufactured can be assured and this can lead to increased customer 

satisfaction and ultimately increase the competitive advantage of the buyers’ business. 

 The empirical findings also proved that establishing close relationship with key suppliers is 

influenced by cost reduction objectives of the companies. It is evident form the empirical 

findings that relationships with the key suppliers help to reduce procurement and transactional 

cost and thereby confirm the assertion of Jouali and Chakor (2013).  One thing that is also 
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evident from the empirical study is the cost repercussions involved in changing key suppliers. 

Therefore it could be construed that buyers engage in collaborative relationships to enhance 

efficiency in cost. 

 Finally, according to Guertin (2005) the medical device industry is highly regulated and that 

companies in the industry often feel that a lot of time is spent on complying with rules that 

direct their work than actually doing the work itself. Dimond (2002) also mention that 

suppliers to medical device manufacturers may also be liable to the regulations. The empirical 

information gathered from ABC confirms that the medical device manufacturers have to 

conform to regulations which may also be binding on their suppliers. However, the authors 

realize that the highly regulated environment in the industry is not a major reason why 

medical device manufacturers will move for collaborative relationships with key suppliers.  

5.3 Research Question Two 

 

In what ways do the established supplier relationships lead to improved business 

performance for Swedish MDMs? 

5.3.1 Supplier relationships and Operational Business Performance 

According to Iyer (2011) operational efficiencies are the results of better relationships in the 

supply chain which allows processes to be streamlined and simplified.  Therefore supply 

chain relationships stimulates better understanding of partner activities, and enhances 

exchange of information and resources, reducing operational down-times and product errors. 

From the empirical data, ABC through the collaborative supplier relationships frequently 

engage with their key suppliers in open discussions and communication. Such discussions are 

often centered on technical issues. In Arcoma, for instances, the research and development 

department and the key suppliers work jointly to develop functional specifications for new 

products. This was similarly found to be the case in Baxter and Cellavision. Therefore the 

companies are guaranteed of the supply of quality materials for the manufacture of their 

products through supplier relationships. This attests to the view shared by Iyer (2011) that 

close supplier relationships which involve sharing information related to materials 

management and product development can improve final product quality of the buyer. The 

quality of materials provided by suppliers will influence the quality of the buyer’s final 

products to a large extent (Song et al. (2012) since quality is built in from the source of the 

materials supplied (Jack and Powers, 2015). Consequently, the companies attribute the quality 
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of their products to the provision of quality materials and components from their key 

suppliers. Furthermore, the empirical findings from all the three companies pointed to the fact 

that close relationships with key suppliers help in reducing, and to some extent, eliminating 

defects from operating systems, in line with the opinion of Fossas-Olalla et al. (2013) that, 

supplier relationships could lead to operational improvements through eliminating defects and 

improving compliance rate. Therefore based on these findings, the authors agree with Song et 

al. (2012) that if suppliers provide materials which are reliable such that quality is assured 

with defect rate reduced or eliminated, then inspection and production costs are reduced since 

there will be less rework and this enhances the operational efficiency of the buyer. 

According to Nancy et al. (2012), effective operation of any production system needs a 

reliable source of adequate inputs hence buyers establish relationships with suppliers in order 

to guarantee the provision of materials that are required for further production. This statement 

is confirmed by ABC as one of the motivations for collaborative relationships. Since 

collaborative relationship is one where buyers and their suppliers are engaged in regular 

information sharing, the key suppliers are always aware of the material requirement of these 

manufacturers and as such understand the consequences of failures in delivery on their 

business operations. From the empirical information, the companies indicate that due to the 

reliability of deliveries from their key suppliers, there are no instances where production had 

to be halted or delayed due to lack of materials from the key suppliers.  Therefore the 

assertion by Iyer (2011) that operational downtimes are reduced through collaborative 

relationships is confirmed by this study. Reduced operational downtimes imply continuous 

production which enhances productivity. The authors therefore deduce, in line with Mensah et 

al. (2014) supplier relationships lead to reliability of deliveries and this further leads to 

improved business performance. Furthermore, Kähkönen et al. (2015) share the view that the 

lead times for a buyer can be reduced when there is close collaboration between buyers and 

suppliers. Similar to this opinion, the interviewees of ABC confirmed reduced lead times as 

one of the improvements to their business performances through the collaborative relationship 

with key supplier. 

 5.3.2 Supplier Relationships and Financial Business performance  

Clements (2009), highlight the value a buyer can derive from supplier relationships. The 

author points out that the value to the buyer come from operational efficiencies such as 

shortened lead times, reduced cycle times and on-time deliveries, which leads to cost 

reductions for the buyer. Song et al. (2012) also argue that improved quality, reduced defect 
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rate and rework are benefits of close collaborative relationships to the buyer which directly 

and positively affect the bottom-line. The empirical information gathered confirm these 

assertions, therefore the authors can interpret that the financial business performance for the 

buyer that comes from collaborative supplier relationships is as a result of the operational 

efficiencies through the relationship.  

Arcoma and Cellavision expressly indicated that the collaborative relationships with their key 

suppliers have helped in material cost reduction. In Baxter, their close relationship with key 

suppliers has led to stable prices in cost of materials. Generally, it was found that the key 

suppliers are transparent in their costing and are open to discussions on opportunities to 

reduce cost of the materials they supply to ABC. In Arcoma for instance, the key suppliers 

could take the initiative to develop components that function perfectly and of high quality but 

at a lower cost. Therefore these evidences gathered buttress the claim by Choy et al. (2003) 

that buyers are well positioned to obtain cost reduction benefits as a result of collaborative 

supplier relationship. Additionally, Möller and Törrönen (2003), also opine that supplier 

relationships can lead to reduction in transaction costs and the cost of incoming quality 

inspections. The opinion of these authors is confirmed from our empirical findings. For 

instance transactions cost is reduced because less time is spent on ordering of materials. The 

cost of quality inspection also reduces because both the key suppliers and the manufacturers 

are engaged in the development of technical specifications for components. 

Song et al. (2012), opines that suppliers make concessions in price for long-term buyers and 

that represents an advantage for establishing collaborative supplier relationship. This happens 

be the case in Baxter where occasionally discounts are received from suppliers and this 

enables the company to produce at low cost. It was also found in Cellavison that key suppliers 

give price concession and sometimes some services are rendered for free. However, the issue 

of price concessions is not prevalent in the collaborative relationship between Arcoma and 

their key suppliers which makes the assertion by Song et al. (2012) inconclusive for this 

study. 

Fossas-Olalla et al. (2013) state that it is possible to determine the benefits of supplier 

relationship for buyers using market share as a financial performance measure. This follows 

from the argument by Clements (2009) that reduction in the total cost of production offers a 

firm the opportunity to supply more of its products into an existing market. Producing at 

lower cost is an incentive for companies to increase their competitive advantage by selling 

products at competitive prices and thereby increasing sales volumes.  The empirical findings 
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confirm that collaborative supplier relationships help the companies to sell more of their 

products in new and existing markets and as such increases their sales.  Since increased sales 

could lead to increased revenue, the authors of this paper can surmise that supplier 

relationship, which can lead to market share, positively impact on financial business 

performance of a firm. For that reason the authors can claim that the close collaborative 

relationships established between ABC and their key suppliers have played a significant part 

in their respective financial performances.  

 

5.4 Final Conceptual model  

Following the analysis, a final conceptual framework has been formulated. It has been 

identified that the MDMs engage in collaborative relationships with their key suppliers. 

Therefore the revised model depicts collaborative relationship as the type of supplier 

relationship that leads to improved business performance. 

The revised model is provided below.  
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6. Conclusion 

 

In this chapter, the answers to the research questions are summarized. The authors also 

provide some reflections and suggestions for further studies. 

The globalization of markets, competition in the market place, shareholder activism has 

compelled firms to rethink their way of doing business. In today’s world stakeholders are 

placing much emphasis on the management of supplier relationships given that the survival of 

firms depends on the type of relationship that exists between the supplier and the buying firm 

Maintaining supplier relationships is a complex task due to differences in interest and the 

opportunistic behaviour on the part of the supplier or the buyer. In this study, the authors 

investigated the relationship that exists between medical devices manufacturers in Sweden 

and their key suppliers, the reasons for establishing supplier relationships and how the 

established relationship ultimately leads to improved business performance. The authors 

chose companies with an international appeal with the aim of getting a better insight into how 

these firms manage their supplier relationships. 

The findings of the study, which were discussed in thematic areas in line with the questions 

posed, seemed to be consistent with the literature on supplier relationships. The findings are 

discussed below according to the research questions.  

 Research Question One 

What type of supplier relationship is established between Swedish MDMs and their 

key suppliers and what are the reasons for establishing such relationship? 

 The supplier relationship with ABC is what the literature classifies as “collaborative’’. For 

collaborative relationships to flourish under varying conditions, ABC employs various 

mechanisms to promote partnerships with their key suppliers. As in every business set up, 

communication plays an integral role in resolving impasse, building on blocks of trust and 

value creation. The findings, which are consistent with Cannon et al. (2010) and Bastl et al. 

(2012) provides policy makers with the insight that in maintaining relationships with key 

suppliers firms need to adopt a win-win approach underpinned by a collaborative relationship. 

Some of the pertinent indicators firms consider in determining whether to build a 

collaborative relationship with a supplier hinge on the switching costs, delivery reliability, 
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and quality, among other key performance areas which could lead to reduced risk of supply, 

improved responsiveness in the supply chain, improved technology and improvement in the 

overall competitive advantage of the firm. 

 Research Question Two 

In what ways do the established supplier relationships lead to improved business 

performance for Swedish MDMs? 

Supplier relationships also lead to improved business performance and value creation for 

shareholders and other stakeholders. Collaborative supplier relationship stimulates a better 

understanding of the activities of partners and what each party needs to do to maximize profit 

and minimize costs. Establishing collaborative relationships with key suppliers within the 

chain leads to improved business performance in two main ways- operational and financial. 

The findings, which are consistent with Fossas-Ollala (2013); Iyer (2011); Song et al. (2012) 

and Mensah et al. (2014) suggest that ABC’s maintenance of these relationships has led to 

improved operational performance in the areas of defect reduction, improved compliance with 

quality standards, improvement in delivery reliability and reduced lead times. The 

improvement in operational bottlenecks would lead to a reduction in costs as firms would not 

have to rework on defected products at additional costs. The benefits to the firms in terms of 

financial performance stems from cost reduction and the offering of competitive prices in the 

marketplace. As the empirical findings suggest, one of the main ways to improve on the 

financial performance of firms is through an efficient and effective operational network. The 

onus is therefore on medical device manufacturers to appreciate that the increase in market 

share stems from improved operational efficiencies which are the result of collaborative 

relationships.  

6.1 Reflections and suggestion for further studies 

This study, carried out in the medical device industry has highlighted the relationship that 

firms need to maintain with their key suppliers in their quest to improve on operational and 

financial performance. The policy makers in any manufacturing set up need to understand that 

the synergistic effect of the key suppliers in the chain ultimately determines the financial 

health of the business. The caveat in building a collaborative relationship with the supplier 

base is that firms need to understand the power of the supplier in the chain, especially in 

instances where no alternative sources of supply exist. Therefore, particular attention must be 

paid in this regard in segmenting suppliers into major (key) and minor supplier groups to 
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ensure that the firm stays competitive in the global world. More importantly, decision makers 

in the medical device manufacturing industry must, as the findings point out, have a constant 

communication with key suppliers to exchange information regarding new technology and 

skills. This does not only ensure that problems are resolved in time before they get out of 

hand, but also gives an edge over competition. 

Finally, we have learned that collaborative supplier relationships lead to improved business 

performance. However, the benefits of supplier relationships are not represented directly on 

company account statements, thereby making it difficult for firms to assess the real benefits of 

supplier relationships vis-à-vis the investments put into such relationships.  Therefore, the 

authors of this paper suggest that further studies could be carried out into the need for firms to 

assess the investments put into collaborative supplier relationships as against the resulting 

benefits. 
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Appendix 

 

Appendix -Interview Questions for Empirical Data 

A. Research Question One 

What type of supplier relationship is established between Swedish MDMs and their 

key suppliers and what are the reasons for establishing such relationship? 

Key Suppliers 

1. In general, how many suppliers do you depend on for materials to manufacture your 

products 

2. What percentage of your total supplier base are considered as key suppliers 

3. What will be the basis to consider a supplier as a key supplier 

4. What kind of components/materials are supplied by your key suppliers 

5. How important are the components/materials to your production 

6. Are there other alternative sources to acquire the components/materials 

Supplier relationships and reasons for establishing supplier relationships 

7. Are your suppliers mainly local or global 

8. How is your relationship with your key suppliers 

9. What informed the establishment of such relationships 

10. What are the reasons for maintaining such relationship 

11. What are the difficulties to maintaining such relationships 

12. What are the effects of industry regulations on supplier relationships 

13. Would you continue the relationship you have with your key suppliers 

14. What motivates you to continue such relationships 

15. How knowledgeable are your key suppliers of your production process 

16. Do your relationships with your key suppliers involve sharing information relative to 

materials and product development 
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B. Research Question Two 

In what ways do the established supplier relationships lead to improved business 

performance for Swedish MDMs? 

Operational Business performance 

17. How do you assess the quality of materials supplied by your key suppliers 

18. How often do you reject supplies form your key suppliers 

19. How does the relationship you have with your suppliers affect the quality of your products 

20. How do you assess the reliability in  delivery  of materials by your suppliers 

21. Do supplier relationship help reduce operational down times.  (For example are there 

instances where you are not able to produce at a specified time due to lack of materials) 

22. How effective are the key suppliers in ensuring orders are shipped and delivered on schedule 

23. How has the relationship with suppliers improved the lead time for receipt of goods 

24. How prompt are your key suppliers to respond to emergency requests for materials 

25. How has your relationship with suppliers improved the time to market of your products 

Financial Business Performance 

26. Do you have to pay for the inspection of goods received from your suppliers 

27. How do you achieve cost reduction from your suppliers (Negotiations, discounts or 

tendering)  

28. What impact has the relationship with key suppliers had on the cost of your materials 

29. Is the relationship with the suppliers having any impact on procurement and transaction cost 

30.  Are key suppliers giving price concessions and does this provide opportunities for the 

company to produce more to the market 

31. What has been the effect of your relationship with suppliers on your market share 


