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Abstract

As organisations try to emerge from the recent economic downturn,
they attempt to enter different markets to decrease their dependency
on their core market. Due to high costs in R&D and the risk of failure,
organisations try to sell the core components of their products to
business partners who can incorporate these components into their
own offering. Using a qualitative research method, we studied the case
of TACHI as a player in the construction equipment industry. The
purpose of the research was to find factors for maintaining successful
business partnerships within this industry and also the role of co-
branding in these business partnerships. After analysing the results of
our study and reflecting on the theoretical framework, we concluded
that operational compatibility, and commitment and trust were
considered as the key factors that were most important in making
business partnerships work successfully. Interestingly, players in the
construction equipment industry do not consider co-branding as a
strategy for entering new markets. However, we discovered a new
phenomenon, which is informal branding, and we recommend this as a
topic for future research.

Key words: business partnership, industrial branding, co-branding,
ingredient branding, informal branding, construction equipment

industry, and component sales.
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Abbreviations

ACS assembled component sales

B2B business to business

OEM original equipment manufacturing
OBM own brand manufacturing

R&D research and development
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1 Introduction

1.1 Background

The recent economic downturn of 2008 and 2009 dawned a new era of conducting
business. Customers cancelled orders and the demand for industrial machines
decreased rapidly. As a result, manufacturing organisations struggled to sell their
finished products to release tied-up capital (Fritzell, TACHI, 2011). Drastic measures
such as cutting costs in all possible areas were taken. Emphasis was laid on
maximising sales on the entire product portfolio as opposed to focussing on just core
products. Other areas like reducing research and development (R&D) costs as well as
dropping non-profitable product lines and ploughing the cash from selling them into
profitable products were left out. It became clear that manufacturers were highly
dependent on dealers and distributors, and as a result capital was tied-up in stock of

finished products.

As a result of the economic downturn manufacturers across the globe are proactively
re-strategising their business goals to stay competitive (Meyer, 2009). They
incorporate the latest technologies and focus on consumers’ demand for total-value
(Meyer, 2009). In the construction equipment industry alliances and other forms of
business partnerships have become a norm to help organisations capture larger market
shares as well as stay ahead in technology. Manufacturers are changing their
operations by looking outside their organisation for strategic business partnerships,
such as becoming suppliers of components to other manufacturers (Gibbs &
Humphries, 2011). This enables suppliers to penetrate newer markets, receive

contribution to cover R&D costs, and increase the turnover of their product lines.

Some researchers view that finding competent partners might be a solution to
reducing risk, shortening product development time, and enabling organisations to
focus on their core products. To make business partnerships work effectively, several
factors need to be in place (Ryu et al,, 2009). When using components from other

manufacturers, there is also the question if these components should be branded and
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how these brands should be communicated to the end customers (Bengtsson &

Servais, 2005).

One of the factors that surfaced after the recent economic downturn was
organisations’ dependency on the core product. Rapid reduction in sales meant
that the inventory turnover at the manufacturers’ plant as well as at the dealers
and distributors stagnated. Their capital was therefore tied-up in un-sold
products for an indefinite period of time, resulting in severe financial problems
(Fritzell, TACHI, 2011). It became evident that manufacturers were highly
dependent on their core products for generating turnover. The flexibility on
generating income in the organisation decreased when demand in the market for
core products dropped. As a result, organisations were forced to find new
strategies of selling non-core products and services to their customers or on new
markets (Meyer, 2009). This would help boosting the turnover and reducing the

risks imposed by the dependency on the core products and market reliance.

Selling components of the core product to partners is a strategy for keeping the
focus on the core product when trying to enter new markets. This means that
rather than providing more for all, organisations can streamline and focus on
specific segments and target groups, and leave other markets to business
partners that use their components. By going into business partnerships with the
aim of selling components to partners, organisations gain value through
increasing turnover and penetrating more markets (Lin & Lin, 2010). By so doing
the business risks are minimised. When using components from other suppliers
with a well-known brand, organisations can use these brands to make customers
perceive their products superior to products without the support of well-known
brands. Co-branding is done when two brands are paired to form a unique
product (Dickinson & Heath, 2006). However, organisations with strong brands
continue to experience challenges in entering certain markets by co-operating
with organisations with less known brands. There is a fear of damaging the
brand name if customers perceive the quality of a less known brand to be lower.

The cooperation of two strong brands could also lead to dilution of one of them,
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negatively affecting the overall image of the organisations (Dickinson & Heath,

2006).

Frequently, organisations struggle to maintain business partnerships or alliances
successfully. Somehow partners may have difficulties in understanding each
other’s goals and intentions. Conflicts and dissatisfaction arise, when one partner
influences the other partner to become the dominant actor in the business
partnership. Therefore, several factors need to be in place to ensure that
business partnerships are successful (Venkatesh & Mahajan, 1997). These
include strategic fit, interdependence, ability to communicate, commitment and
trust, and operational compatibility (Ryu et al.,, 2009). Although these factors
have been researched before, they have not been linked to organisations looking
to co-brand. We think this is a very important factor in the B2B market,
particularly in our case for the construction equipment industry. Therefore, we

want to research in this interesting area.

The purpose of this study is to
* Explore what factors players in the construction equipment industry find
most important to make business partnerships work successfully,

* Find out how co-branding affects these business partnerships.

Atzmiiller, Kamande, Sundblad, 2011 3
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2 Theoretical framework

In this chapter we review existing literature by different authors and we attempt to
find the state of the art theory. We start by explaining the importance of value
creating strategies, followed by business partnerships. To quantify our research we
also look at branding theories. We finally provide a summary of the chapter before

concluding with the research question.

Globalisation has dawned a new era in the way business is operated. Markets are
no longer domestic but international and hence the level of competition has
seriously increased (Badrinath & Wignaraja, 2004). To prolong the return on
investments on their products, organisations are operating in several markets at
the same time. These shifts in the marketplace are due to falling trade barriers,
rapid product development, short product life-cycles, declining communications
and transportation costs, changing shareholder demands, as well as international

migration (Badrinath & Wignaraja, 2004; Soleymani, 2010).

Emerging economies seem to have huge demands for goods. This requires
suppliers to deliver to the right place and at the right time. They have to be
global but act local (Meyer & Thu Tran, 2006). To increase competitiveness,
many organisations try applying cost-leadership by focusing on economies of
scale. At the same time customers demand products to be more tailored to their
individual needs. To provide value to customers, organisations focus on their
core competencies and try to differentiate themselves from competitors
(Badrinath & Wignaraja, 2004). An organisation’s core competence is what they
are the best at. This can be certain ways of manufacturing, developing products,

marketing, or using their own patents.
One of the most important objectives for organisations is to increase shareholder

value. The owners of an organisation set goals for the firm. The management

then has to find the right strategies to achieve these goals.
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2.1 Value creating strategies

To increase shareholder value, organisations have to make sure that all capital
deployed earns strong returns (Rogers et al.,, 2002). Therefore, Sadtler (1994)
suggests organisations to concentrate on a few product lines, strong enough to
successfully compete in the market. Baker et al. (1996) underline this and say
that running few but strong product lines is one way to increase

competitiveness.

2.1.1 Concentrate on few effective product lines

To focus the enhancement of their value, organisations should constantly adjust
their product portfolio and select a strategy for each product in this portfolio
(Sadtler, 1994; Meyer & Thu Tran, 2006). This means that organisations need to
buy or develop new products and product lines and sell product lines that do not
create enough value for the organisation. Another strategy is to enter business
partnerships with the intention to access and supply new markets. New markets
have to be found and penetrated to maintain the organisations’ business

activities and competitiveness.

2.1.2 Platform offering

Bowonder et al. (2010) discuss platform offerings in their article on innovation
strategies for creating a competitive advantage. Platform offerings are sets of
products that share a common technology and address similar markets. The
term “platform offering” is today often used for software products, especially
when it comes to mobile phones. A software-platform, usually an operating
system like Windows, Android, and others, is used as the base for developing
different software products (so-called applications or apps), which can be

individually chosen by the consumer.

In the construction equipment industry the base machine for an excavator can be
used for multiple applications. The most value bringing application is attaching
an arm and a bucket to use it as an excavator. Another application is attaching a
mast and a drill, or a hammer, to use it as a foundation drilling or pile driving
equipment. Other applications are in demolition, forestry, and other industries.

In all these applications the manufacturer of the base machine can focus on the
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base as the organisation’s core product, just producing the most suitable and
value bringing applications. Business partners develop, manufacture, and sell

other applications based on that platform.

“Platform offerings are essentially different from one-off offerings; they provide
repeatable, customized products or services by combining and recombining
modules” (Bowonder et al, 2010, p21). The benefit is to make a combination of
global consistency and local customisation possible. An organisation could focus
on developing a platform and manufacturing the value bringing applications in-
house. Partners can produce applications that do fit with the organisation’s core

competences.

2.1.3 Strategies to evaluate and adjust the product portfolio
Combining the previous suggestions we propose organisations to frequently
assess their product portfolio and select one of four strategies for each product

application as shown in Figure 2-1.

DAY ?

buy manufacturer or | co-operate with partner,

External partner create partnership
Owner of
product
application
K@&P and davalap high sell low volume product

Internal volume product -

ol applications to partner

applications
high low

Potential volume to sell

Figure 2-1: Strategic decision making matrix for product applications, own illustration based on

BCG-matrix.
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This strategy is suggested for the main applications of the core product. High
standardisation is possible and the volume to be sold is high. This creates good
turnover and solid return on investment. In the BCG-matrix these product

applications would be identified as cash cows (Taneja & Stearns, 1989).

4.53%&.6%12.0"0$*0$#% R &"0

If product applications seem to have promising future with the chance of high
volume, buying the partner is a successful strategy. When a previously not
related manufacturer comes up with a new application where the core product
could be used, buying this organisation might be a good solution to incorporate
the core product in this application, especially when this manufacturer does not
want to buy the core product. The strategy can be also successful if an existing
partner is not working as effectively as possible. Buying the partner gives the

possibility to use the partner’s capabilities and knowledge (Andersson & Kaplan,

2005).

7"))$)*8$(*)./"$#0* . 12$%##),1%2 ,*BB$#%028'03

For the product applications that do not create enough value for the
organisation, selling is the best solution (Baker et al., 1996). Small organisations
can often take better care of niche products and customised solutions, and get a
higher profit from them, while large organisations focus on producing

standardised products as they have different core competencies.

O* *#"'0%2"$8,2+$#% 0 AR W' % 2'B,&""338%02&" 034, #

Partners might give the best solutions for dealing with low volume product
applications. They can put their focus on developing the application part and
adapting the product to specific customer demands. Partners would buy the core
product or platform from the organisation. Hence, they get the know-how and
quality of the core product without spending time on its development. At the
same time the organisation increases their volume and turnover on the core

product, and this core product reaches a larger market.
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We will in the following go flesh out this strategy and analyse what is important
to partner with another organisation. We also focus on how the organisation’s

brand value can be transformed to a partner’s product.

Customers value total solutions instead of single products (Mudambi et al,
1997). Such solutions include multiple physical products, but also distribution
and services. Most organisations cannot manage to provide total solutions all by
themselves, so they build up a network of suppliers. Suppliers also have

networks that supply them, creating supply chains.

To deliver value in their total solution, organisations use a network of suppliers
that add value to the offering. The network of value creation of the final solution
is called a value-creating network (Rese, 2006). To improve competitiveness,
good co-ordination mechanisms have to be in place in value-creating networks
(Rese, 2006). To be mutually successful, all participating parties in the network

must have common interests.

When the value created by the two partners exceeds the sum of the value created
by them independently, synergies arise, and volumes and profits will increase
(Lin & Lin, 2010). Innovative managers across the globe are experimenting with
approaches to make the relationships with their suppliers and customers more
productive and enduring (Cannon & Perreault, 1999). More manufacturers are
shifting and to use fewer suppliers to increase the commitment and build closer
relationships (Mudambi et al., 1997; Cannon & Perreault, 1999). Today’s market
pressure requires tight collaborations and strategic partnerships (Schilli & Dai,

2006).

In business partnerships, two or more organisations pool resources in a trusted
atmosphere, focusing on continuous improvement. Maximum benefits are
possible if all parties in the value-creating network cooperate (Wong, 1999).
Wong (1999) views creation and enhancement of customer-supplier

partnerships as crucial for an organisation’s total quality system. Understanding

Atzmiiller, Kamande, Sundblad, 2011 8
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BACHELOR THESIS Theoretical framework

Effective buyer-seller partnerships help all parties to manage uncertainty and
dependence as well as to increase efficiency by lowering the total costs. In
addition, partnerships enhance product development and market orientation
through better understanding of customer needs (Cannon & Perreault, 1999).
However, to realise these benefits organisations must understand how to
effectively interrelate and build relationships with customers and suppliers to

achieve the desired outcome of each relationship (Cannon & Perreault, 1999).

Building a supply chain and effective supplier selection are vital to enhance
competitiveness (Wong, 1999; Yamaguchi et al.,, 2007; Chen & Wu, 2010). The
supplier-buyer relationship will have a lasting effect on the competitiveness of

both organisations and the entire supply chain (Yamaguchi et al., 2007).

Close relationships, such as buyer-supplier relationships, can increase revenue,
market share, and customer loyalty (Jap, 1999) by avoiding costs of customer
acquisition, as well as reducing the actual selling costs. But the risk of sharing
sensitive information and taking huge investments at the beginning makes
organisations think twice before entering a relationship (Jap, 1999). In some
cases partners invest in creating a stronger bond to attain competitive
advantages. Hence, it is crucial to carefully select partners before making an

investment. If not, the return on investment will be insufficient.

Ryu et al. (2009) summarise a set of key factors that are frequently used by
authors. They divide them into strategic level (strategic fit, interdependence),
operational level (operational compatibility, communication), and business
partnership process (commitment, trust). Figure 2-2 shows the connection
between these factors. In the following we will compare the interpretations of

several authors concerning these variables.
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Strategic Level

Strategy Fit

Inter-
Dependence

Supply Chain
Performance

Collaboration

Communication H4b

Figure 2-2: Ryu et al. (2009): The proposed research model - Factors needed for business

partnerships

MU $%&'%()*+,-*%

Historically, fit was defined as similarity or overlap between two organisations
or two brands (Bridges et al., 2000). However, today fit is seen as how much the
organisations can gain from each other. Chen & Wu (2010) see strategic fit as
compatibility between two organisations. Strategic fit includes cooperation,
congruency, mutual goals, and joint interests (Ryu et al, 2009). Bierly &
Gallagher (2007) point out that both partners bring in different resources and
enable quick access to enter new geographical markets. When managers assess
the strategic fit of two organisations, it is important that they are provided with
all necessary information. This includes information about the partner’s
resources, possible synergies, and costs associated to the business partnership

(Bierly & Gallagher, 2007).

met %(&0(L(/0(/+(
Chen & Wu (2010) see dependence as the resources needed by the partners to

achieve common goals. It is the degree to which they need each other to achieve
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their goals (Mohr & Spekman, 1994; Ryu et al,, 2009). This means that partners
will loose autonomy. Hence, the advantages gained must compensate the loss of

resources and competence (Mohr & Spekman, 1994).

Partners need to have matching operating requirements, corporate culture, and
similar organisational structures to avoid obstacles and misunderstandings
(Bierly & Gallagher, 2007; Ryu et al., 2009; Chen & Wu, 2010). Similar cultures
and structures increase trust and confidence. Mohr & Spekman (1994) say that
coordination and mutual objectives are important because without good
coordination, production would be inefficient and planned objectives could not
be achieved. In their list of important factors, Chen & Wu (2010) do not name
operational compatibility as such, but they see flexibility to react on unforeseen

changes as very important.

Communication is a set of abilities and knowledge to conduct formal and
informal sharing of meaningful and timely data. It includes quantitative and
qualitative information so that a partner can coordinate and adjust accordingly
(Ryu et al, 2009; Chen & Wu, 2010). Mohr & Spekman (1994) split

communication into three categories: behaviour, quality, and sharing.

The behaviour of communication reflects the processes of how information is
exchanged. Communication quality deals with the level of accuracy, timeliness,
adequacy, and credibility of the data. Last but not least information sharing is
about selecting what information to share. Organisations need to trust their
partners to share private data. The closer the ties of the relationship are, the

more frequent and relevant information is exchanged (Mohr & Spekman, 1994).

Although we tried to split commitment and trust, authors frequently mention
them as interrelated. To create commitment and trust in relationships, Morgan &

Hunt (1994) see it as essential to provide resources, opportunities, and benefits,

Atzmiiller, Kamande, Sundblad, 2011 12



BACHELOR THESIS Theoretical framework

as well as to maintain high standards of corporate values, communicate well, and

avoid taking advantage of the partner.

Commitment is one of the primary attributes of a business partnership (Mohr &
Spekman, 1994; Morgan & Hunt, 1994; Mudambi, 2002). It is the willingness to
take efforts into the relationship and to focus on building a good foundation for
the future (Chen & Wu, 2010; Mohr & Spekman, 1994; Morgan & Hunt, 1994). It
shows how the partners perform to achieve both common and individual goals
without causing opportunistic behaviour. To support the integration process
between partners, organisations must show the desire to adapt to each other,

which creates commitment (Ryu et al., 2009). This may include sacrifices.

Mohr & Spekman (1994) regard trust as the belief that another party keeps
promises and fulfils agreements. They argue that relationships built on trust are
more durable against stress and show great adaptability. A lack of trust will
decrease the exchange of information and diminish the effectiveness of the
business partnership. Morgan & Hunt (1994) see trust as the willingness to rely
on the partner. A trustworthy partner has high integrity and qualities as
consistency, competence, honesty, fairness, responsibility, helpfulness, and good
will. Trust reflects the extent to which a partner believes that the other partner
will not take advantage of them, nor sacrifice their benefits (Bierly & Gallagher,
2007; Chen & Wu, 2010). Bierly & Gallagher (2007) see trust even as a substitute
to formal control mechanisms. Trust can reduce transaction costs, hence, allows
more flexibility in the business partnership. Ryu et al. (2009) view a great
linkage between trust and commitment. They found that trust is essential to

make commitment possible.
There are several forms of business partnerships. In the next chapter we will

describe two forms of partnerships in value-creating networks: OEM and OBM.

Both tie suppliers and buyers together.
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An Original Equipment Manufacturing (OEM) contract agreement takes place
when a manufacturer focuses solely on manufacturing, whilst leaving the
responsibilities for other activities to the buyer (Lin & Lin, 2010). This means
that the OEM supplier is just manufacturing something on behalf of the buyer,
without putting efforts into product development or branding the final product.
OEM is a strategy for latecomers in the international market and poses
advantages such as avoiding R&D costs, reducing the risk of failed product
development efforts, achieving economies of scale, optimising production
capacity, as well as generating short-term revenue (Zhang, 2011). According to
Lin (2004) OEM suppliers usually are smaller organisations with limited

leverage, which compromises their bargaining position in the market place.

Zhang’s case study (2011) shows that many organisations try to leave OEM and
focus on OBM (Own Brand Manufacturing) because by developing their own
brands they add more value to their products. But as it takes time to establish a
strong brand, it is risky to leave the OEM strategy right away. Therefore,
organisations practise parallel strategies between OEM and OBM, resulting in a
more complicated manufacturing strategy. The key advantage with using parallel
strategies is that organisations can utilise their idle production capacity for OEM

and gain short-term revenue, while establishing their own brand.

Within a value-creating network there are several activities that add value to the
end product. Lin & Lin (2010) view the following activities as value adding:
branding, product decisions, design, manufacturing, outbound logistics,
marketing, and services. Organisations try to accumulate several of these
activities with the intention of increasing their own revenue inside a value-
creating network. End-users find well-known brands more credible, which
increases loyalty and helps a brand to stand out in the marketplace. This is why
organisations can charge higher prices, and thereby increase their profits (Pinar

& Trapp, 2008).

Atzmiiller, Kamande, Sundblad, 2011 14



BACHELOR THESIS Theoretical framework

To increase value and strengthen competitiveness, some Taiwanese OEM
manufacturers moved parts of production to China. Others have attempted to
upgrade their business activities by developing own brands, but this involves
major risks (Zhang, 2011). Asian manufacturers that have established their own
brand are usually small and unknown in major markets like USA, Japan, and the
EU. At the same time the local customers in Asia prefer to buy local brands,

instead of international brands (Zhang, 2011).

When OEM companies develop and market their own brands within existing
value-creating networks, activities become more complicated and less flexible
(Lin & Lin, 2010). When optimising a value-creating network, the partner’s
capabilities have to be used effectively. To add value to the activities,

organisations should focus on what they are good at.

Organisations can also enter brand partnerships with another organisation with

the intention of getting easier access to new markets, hence growing faster.

OBM is a term that is used in the context of Asian OEM manufacturers that try to
establish their own brand. From our understanding, industrial branding has a

similar meaning to OBM.

When selling industrial components to customers who incorporate these in their
final product, suppliers have two options. Either they sell their products without
a brand name on (literature calls this white-box selling), or they put their brand

name on (literature calls this industrial branding) (Ghosh & John, 2009).

Industrial branding adds value to the products. Brand names are important
when customers are in the buying process. Therefore, branding plays an integral
part in a marketing strategy. Pinar & Trapp (2008) call it the creation of a
corporate identity. The brand name is an organisation’s most valuable intangible
asset and functions as a powerful differentiator to competition (Pinar & Trapp,

2008). The value of a brand is called brand equity. Mudambi (2002) defines
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(1997) show that intangible aspects like reputation heavily influence purchasing
decisions. The decisions are not just based on price and tangible factors, but also
on intangible factors such as overall product experience in the past, difficulty of
ordering, general reliability, and the willingness to respond in emergencies. In
addition, reputation, quality image, country of origin, quality of service, and the
level of understanding between service provider and customer are seen as

important (Mudambi et al., 1997).

Organisations rely on the equity of their brand when launching new products
and services (Tafani et al., 2009). The brand halo effect makes this possible.
Brand halo effect is a psychological mechanism that explains how people
cognitively perceive a brand. People make decisions based on a consistent set of
beliefs and attitudes. Therefore, if they have a clear perception of a brand, this
perception can be transferred to another product that uses the same brand name
(Leuthesser et al., 1995; Boatwright et al., 2008). In other words, the central
associations a brand name is related to are systematically transferred to the
products that are branded with this name. Central associations are the main
values customers see in a brand like reliability. If they are removed from the

brand profile, the brand will suffer massive rejection (Tafani et al., 2009).

Brand halo effect can also be used in business partnerships. When co-branding,
two partners brand together and use the joint equity of their brands. However,
co-branding means that the brand name and logo are used jointly. Organisations
often do not brand together with their suppliers, but when customers want to
know from whom essential parts of the final product come from they reveal the
source and brand name. This means using the brand halo effect. Although this
seems to be powerful, little research has been conducted on the use of the halo

effect.

There are multiple possibilities for organisations to enter a new market without
an existing brand name. (1) They can purchase an existing brand in the market

or a brand outside of the target market and develop it further. This is a risky and
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financially difficult approach. (2) They can start as an OEM manufacturer and
develop step-by-step technical knowledge, market knowledge, and a brand name
to change towards an OBM strategy. (3) Organisations can include branded
components into the final product and co-brand together with the supplier.
These components can vary in size, from single parts to fully assembled

components.

Dickinson & Heath (2006) summarise five forms of co-branding. They talk about
(1) bundled products when two different products are sold together in a package
offering; (2) true product combinations, which is two brands merged into one
product; (3) component products, which means including a branded component
into a final product marketed with both brand names. Other authors refer to that
as ingredient branding (Erevelles et al., 2008; Pinar & Trapp, 2008; Helmig, et al.,
2007); (4) composite brand extensions, when two brands create a product line
extension (adding new attributes to existing products); and (5) joint sales
promotion, when a customer buys one brand and receives the other one free of

charge (Helmig et al., 2007).

No matter the co-branding strategy used, the reason is to transfer the positive
associations from individual brands to the co-branded offering. Benefits often
include maximising the utilisation of brand assets, accessing additional markets,
creating entry barriers for competitors, generating new revenue, sharing costs
and risks, or enhancing the reputation (Dickinson & Heath, 2006; Erevelles et al.,
2008). Pinar & Trapp (2008) support these benefits and add synergy effects and
improved quality. Hence, organisations can gain price premiums and experience
positive spill over effects. Moreover, co-branding makes customers more aware

of the brand, increasing the brand value.

However, researchers warn about negative effects of co-branding. Some believe
that co-branding might dilute one or both brands (Dickinson & Heath, 2006).
Other authors say that cannibalisation of a brand won’t happen in co-branding

(Pinar & Trapp, 2008). Pinar & Trapp (2008) point out that problems with
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ingredient components may spill over to the own brand. Loosing control over the
brand, possible conflicts in the marketing mix, and reduced profits when sharing

returns are also drawbacks of co-branding.

According to Venkatesh & Mahajan (1997) a high-quality component can give an
unknown player the opportunity to charge premium prices compared to not
marketing the brand of the ingredient. However, small players will not have any

bargaining power in the relationship with the brand they incorporate.

Several authors highlight the importance of fit between two brands. Dickinson &
Heath (2006) define fit as “any connection that the consumer can make between
the parent brand association (including category, brand concept, or brand specific
associations) and the new co-branded product” (p. 396). Helmig et al. (2007) see
brand fit as the fit of the perceptions (images and associations) of both brands.
“Therefore, it may be defined as how two brands are perceived to be suited for a

new product branded by two brands simultaneously” (p. 288).

Ghosh & John (2009) show that organisations choose branded components when
they want to add value to their products or create some sort of added benefits
for the end-user. Ghosh & John (2009) also state that a manufacturer will choose
a component supplier that makes investments to create a better fit between the
business partners. Studies have shown that a manufacturer’s end product can be
differentiated from that of a competitor if the ingredient brand has a strong
awareness in the market. However, Ghosh & John (2009) argue that a well-
known manufacturer who uses a component from a less-known brand may face

dilution of their own brand.

Pinar & Trapp (2008) found that suppliers of high-quality components benefit
most when premium customers incorporate these components in their end
product. In a case study on high-quality Turkish cotton, the cotton brands earned
significant brand-value when they partnered with high-quality buyers. If the

buyer is known for medium-quality, he benefits the most. In this case the
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supplier’s main benefit will be increased turnover. However, if the buyer is a
low-quality manufacturer, the supplier’s high-quality brand will most certainly
be diluted. Consequently, the buyer can increase the brand awareness as well as

brand value.

Ghosh & John’s (2009) research offers insignificant evidence that a branded
component is superior to a white box component. However, they do argue that it
is better for a supplier to move from a white box component to a branded
component than to move from a well-known brand to unknown white box

components (Ghosh & John, 2009).

In B2B brand partnerships or alliances, the focus is centred on relationships
(Erevelles et al., 2008). Organisations invest in building relationships and
networks that enhance their presence in the marketplace (Bengtsson & Servais,
2005; Pinar & Trapp, 2008) and increase their return on investment. According
to Bengtsson & Servais (2005) there is an increasing interest in pursuing
business partnerships with other brands and their organisations. It is assumed
that branding is important to some business customers. This is why
organisations try to prevent their products from becoming commodities by
differentiating themselves using their brand name (Mudambi, 2002). Erevelles et
al. (2008) point out that ingredient brand manufacturers gain higher profits
when entering a business partnership with customers. The reasons therefore
include shared knowledge and capabilities, enhanced market reputation, cost
benefits resulting from long-term relationships and economies of scale, and
trust. Combining these factors with the four strategies of adjusting the product
portfolio as discussed earlier, manufacturers should think of co-operating with
business partners. Their core product can be included in different product
applications, making it possible for them to enter low-volume markets together
with business partners. Branding these ingredients will help to effectively sell
the final product applications in the market. Both partners will gain from this

strategy.
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According to the analysed theories, we can see a trend pointing towards business
partnerships as a strategy to access new markets and industries. Organisations
focus on their core products to ensure the optimisation of their product portfolio.
Selected business partners can produce low volume applications of core

products.

We focus the business partnerships that take place in co-branding. Venkatesh &
Mahajan (1997) and Erevelles et al. (2008) studied relationships and partner
selection in ingredient branding, but their focus is not on finding factors that are
important for maintaining these business partnerships successfully. Grant
(2010) looks into elements of successful business partnerships, however his

research concentrates on few factors and none of them is specific to co-branding.

The knowledge of factors that create effective business partnerships and
maintain them is vital for organisations (Venkatesh & Mahajan, 1997; Erevelles
et al, 2008). These factors are summarised as strategic fit, interdependence,
operational compatibility, communication, and commitment and trust (Ryu et al,,
2009). Ryu et al. carried out a study on antecedents consisting of variables that
play a role in business partnerships. However, the study was carried out in
Korea, therefore Ryu et al. warn to carefully interpret the findings. Based on their
empirical data we use their findings to validate the study in the European

market.

The following research elaborates these factors by taking a closer look into the
construction equipment industry. The purpose is to identify what needs to be in
place to make business partnerships work effectively in the construction
equipment industry. In addition we analyse if there is an opportunity of

incorporating branded ingredients into a product application.

We presented strategies that organisations can use to increase their own value
and know how they can keep their product portfolio competitive. The discussed

strategy was entering business partnerships, which could enhance selling
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components and as a result increase turnover. An overview of branding the
components was also discussed as it plays a role in business partnerships. We
then found a gap in the existing theories, so we attempt to research in this area.

Figure 2-3 provides a summary of the chapter.

Figure 2-3: Structure of the theory chapter

2.8 Research question

*  What key factors make a business partnership successful when selling
industrial components?

o Is co-branding an option for organisations entering a business
partnership with a component supplier?
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3 Methodology

We are analysing the construction equipment industry and selected TACHI as our
case study. We use a qualitative research method with semi-structured interviews.

This study is based on interviews conducted in two stages.

The first stage takes place at the Samoter exhibition in Italy. At this construction
equipment exhibition 19 preselected organisations are interviewed. The
questionnaire during this stage is designed with open-ended questions. The first
part is aimed at obtaining general information of the organisations. The second
part goes into detail about business partnerships. All interviews are conducted

face to face, having all three researchers participating.

The second stage is conducted at TACHI where we interview 6 employees, and
two partners of TACHI, each with 3 employees, making a total of 12 interviews in
this stage. For these interviews the questionnaire is shortened to the second part
focusing on business partnerships. In this stage we email the questionnaire

beforehand because some interviews are conducted by telephone.

The average time planned for conducting the interviews at the Samoter
exhibition in Italy is 20 minutes. For the second stage interviews we schedule 15

minutes.

3.1 Research method

According to Bryman & Bell (2007) research methods can be associated with
various kinds or research designs. The design represents a structure, which
guides the execution of a research method and the analysis of obtained data. An
example of a research design is a case study, which entails the detailed study of a
specific case e.g. an organisation, community, or person (Bryman & Bell, 2007).
They further elaborate that once a case has been selected, a research method is

needed to collect data.
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The research strategy in this study is qualitative and we chose to use TACHI as
our case study. The method we apply for our data collection is conducting
interviews based on predefined questionnaires. Before commencing the data

collection, the validity and reliability of the data is confirmed first.

"# $%&'()&)(*+,&-.,P0&-)()&)(*+,0+1+&023,1)0&)+4(+1

A researcher can collect data by using either qualitative or quantitative
strategies (Malhotra, 2010). A qualitative strategy can be applied when a
researcher uses exploratory research methodology based on small samples,
which would provide an insight and understanding of the context of the problem
(Malhotra, 2010). A quantitative strategy on the other hand seeks to quantify the
data and applies some form of statistical analysis (Malhotra, 2010). Qualitative
research strategies should be used prior to quantitative research whenever a
new marketing research is carried out. Qualitative research can also be used to

explain the findings obtained from quantitative research.

Since we want our study to be close to reality and our knowledge of this topic is
limited, we do not want to limit ourselves to the factors discussed in theory.
Hence, we want to get ideas and factors that players in the construction
equipment industry see as crucial. To achieve this we choose a qualitative
research strategy. We analyse a small amount of organisations using personal
interviews with open-ended questions and also administer questionnaires to
employees at TACHI. The data collected is expected to provide an indication of
the construction equipment industry. This creates a basis for a much more in

depth study in the future, based on the results and findings of this research.

I"#"'5 678%'&)(7-,&-.1&98'(-4,

In this study we focus on the construction equipment industry. This is a
worldwide industry manufacturing all types of construction equipment. As it is
difficult to get a reliable sample out of this large industry, we choose to attend an
international exhibition on construction equipment in Italy and interview
manufacturers at this fair. We focus on the sector of drilling and pile driving
equipment manufacturers. The total market revenue of this whole industry is $

356 650903 in 2010, $ 367 524 313 in 2011, and approximate $ 494 112 504 in
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2016 (TACHI, 2011). Although this focus limits our study to a small part of the
construction equipment industry, it gives the opportunity to interview most of
the players in this field. The company of our case study is trying to find partners

in this industry for selling their equipment.

Literature suggests that cluster sampling can be employed to avoid travel costs
and safe time when carrying out a national sample. With cluster sampling the
primary sampling unit is not the units of the population to be sampled, but it is
the groupings of those samples (Bryman & Bell, 2007). Our samples are collected
from TACHI - our case study - their customers, and also prospect customers. We
divide these interviews in two different stages: The first stage comprises of all
the prospect customers to TACHI whom we interview at the Samoter exhibition
in Italy. The second stage comprises of TACHI employees as well as
representatives of TACHI’s current partners. Table 3-1 and Table 3-2 list the
interviewees in both stages and their position within their organisation as well

as the type of interview.

Company Name
Movax

Jean Lutz

VF Venieri

Ripamonti

Bauer

Sandvik

MAIT

Comacchio

Soilmec

Beretta Alfredo s.r.l.
Fraste

OMD Depalo
Massenza fu Giuseppe
IMT

Geax

TesCar

Core group/Everdigm
Caterpillar

Komatsu ltalia

Employee position
Marketing
DEA

Sales Manager

Project & systems manager
Area Manager

Sales

Marketing Director

Commercial Department
Export, sales

Sales

Sales & Export

Sales manager

Sales

Reseller

Hydraulics marketing consultant
Customer database & statistics

Atzmiiller, Kamande, Sundblad, 2011

Type of interview
Face to face
Face to face
Face to face
Face to face
Face to face
Face to face
Face to face
Face to face
Face to face
Face to face
Face to face
Face to face
Face to face
Face to face
Face to face
Face to face
Face to face
Face to face
Face to face
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Company Name Employee position Type of interview
TACHI Global Director Business Development Face to face
TACHI Global Marketing - Business Development  Telephone
TACHI Manager OEM Business Face to face
TACHI Global Marketing - Business Development  Telephone
TACHI Director Marketing Face to face
TACHI Sales Director Europe Telephone
DALIA Aftermarket / Purchase Telephone
DALIA Sales Manager Telephone
DALIA Technician Telephone
KUPE CEO Telephone
KUPE Area Manager Telephone
KUPE Purchasing Telephone

Data can be collected using either primary or secondary data collection methods.
Primary data is collected specifically for the research needs at hand (Malhotra,
2010). For the purpose of obtaining a realistic result, we use primary data
collection to gather our empirical information. Primary data has higher validity
and is collected with the exact focus on what we are researching. Secondary data
would most probably have a different focus. It would have to be translated which

reduces its reliability (Malhotra, 2010).

Before preparing for interviews we collect information from the World Wide
Web on the target companies attending the Samoter Exhibition in Italy. This
should give us an understanding of the background in terms of the companies’
main products, contact persons, size, as well as experience in the industry.
Furthermore, it will provide an indication of on-going business partnerships they

have with suppliers.

According to Kinnear & Taylor (1991), if data is not available from internal or
external sources of the organisation, the next step is to collect it by using mail,
telephone, or personal interviews. Interviews can be either structured or un-

structured. Structured interviews entail the administration of an interview
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schedule by an interviewer with the aim of giving exactly the same context of

questioning (Bryman & Bell, 2007).

Qualitative research interviews tend to be less structured and the researcher has
greater interest in the interviewee’s point of view (Bryman & Bell, 2007). In
addition, the interviewer can ask new questions following up the interviewee’s
replies. This makes interviews flexible and gives the researcher rich and detailed
answers. We use personal interviews during this research. After designing the
questionnaire, we test it on three TACHI employees and a lecturer at our
university to ascertain that it is easy to understand and that the questions are
likely to generate the answers we are looking for. The questionnaire is
formulated with open-ended questions, which will trigger qualitative answers.
Malhotra (2010) advises to create a questionnaire when conducting personal
interviews. He explains that the questions should be designed so as to induce the

right answers.

Asking questions is an art. Changing the phrasing or order of questions during
the interview can make significant differences in the response obtained
(Malhotra, 2010). Malhotra recommends the following guidelines when asking
questions: be thoroughly familiar with the questions, ask applicable questions,
and repeat or reframe questions that are not understood. Further on, apply
probing questions to make the interviewee expound on, clarify, or explain

his/her answers.

To carry out the interviews in the shortest time possible, our questionnaire uses
a simple language with open-ended questions to trigger as much elaborate
information as possible. The target for the first step of interviews is the Samoter
exhibition in Italy, an international exhibition for construction equipment.
Representatives of various organisations from Europe as well as Asia and North
America are presenting their firms. Our aim is to achieve comparable results
from the survey respondents, so as to find a pattern that would help to analyse
the research question. Firstly, we are interested in finding out the operating

values of each of the organisations to see if there is a specific pattern in the way
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certain types of organisations answer the questions. Hard fact questions are
tactfully avoided since we feel that they could trigger an uncomfortable situation

for the interviewee.

3.5 Questionnaire for the 1** stage interviews

As explained in the theory chapter, the discussion focuses on the organisation’s
core product, which in the case of TACHI is the driving line. Questions are
therefore designed in two parts so as to get as much information as possible.
This would eventually lead the interviewee discussing the various components
or ingredients purchased to include in manufacturing the core product. Hence,
providing a clue of whether there is some form of association or cooperation
with other manufacturers. Many researchers studying business partnerships
have found certain elements to be crucial. Examples or real life situations can be
narrated to provide interviewees with a clear picture as well as keeping them on

track.

Some prospects might value exclusivity in the market place, while others
consider the fit between partners as a vital factor. Answering the open-ended
questions, interviewees will help in identifying this particular trend by noting

what factors they see as important.

The interviews are supposed to be in a relaxed atmosphere, and so after the first
set of questions we try to use some open-ended queries, which should specify
what the interviewees see as crucial when teaming up with partners. Answering
open-ended questions will give a broader perspective, different ideas, as well as

new inputs for the study.

3.6 Questionnaire for the 2™ stage interviews

The 2nd stage interviews are scheduled with TACHI and their current partners.
Although the same questions are used, the first part of the questionnaire is left
out, as it did not provide enough data during the 1st stage interviews to draw
reliable conclusions from. We adapt the questions to a supplier perspective when

asking TACHI employees and to a buyer perspective when interviewing the
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employees of TACHI's partner organisations. This helps us identify patterns in

the industry as a whole.

To find similarities, the key words of all the answers are selected, then

summarised and grouped in a matrix before analysing the results.

Our interview questionnaire is divided into two parts. The aim of the first part is
to provide information about the organisation’s background, their core product,
and what they source from suppliers to incorporate in their final products. In the
second part we ask questions directly linked to obtain the interviewee’s opinion
on business partnerships, interest in partnering with other businesses, and to get

a general view on co-branding.

The final questionnaire is included in the appendix. Following is an explanation

of the questions related to the analysed theory.

In the first part we want to warm up the interviewee and create trust. This we do
by asking general questions about the size of the organisation, the industry they
are working in, and their product portfolio. Based on some of these answers we

can find patterns to compare organisations, e.g. size of the organisation.

Cannon & Perreault (1999) suggest comparing organisations by associations
they are committed to. They found that organisations that are part of an
association share many attitudes and situational factors, and expect similar
outcomes within the association. A question on whether the organisations
belong to any form of association is therefore included in the questionnaire to

validate that.

To get an idea of an organisation’s value chain, questions about their core
business and source of components are in this section. Considering the value
creating strategies discussed in theory, organisations should focus on few

effective product lines (Sadtler, 1994). Bowonder et al. (2010) see platform
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offerings as a strategy to increase turnover on the core product. Asking
organisations what they see as their core product helps to identify what core
competence they have. Followed by asking what parts they source from

suppliers we can find out what platforms they might use.

We carefully approach the question of in-house manufacturing and use of
components by asking a question about their products in general, followed by
the question on what they actually buy from other suppliers.

* Do you already incorporate semi-finished components into your machines?
0 How is this partnership going?

*  What parts would you consider buying?
0 What volume do you think you would purchase?

To find out if the organisations are happy with their current strategy we ask
them which parts they consider to buy in the future. As customer demands
change over time and many organisations source more parts, frequently
adjusting the portfolio and deciding what parts to buy or produce in-house is

important (Meyer & Thu Tran, 2006).

Answering this question might open a further discussion in what they think

business partnerships or closer relationships with suppliers would bring them.

Wong (1999) and Grant (2010) see important factors for maintaining successful
business partnerships. These are only partially shared with Ryu et al. (2009). Not
to limit the interviewees in their answers we ask an open question about their
ideas and important factors. We list some examples from Grant and Wong, but
we use them only if an interviewee needs guidance to understand the question.

* When entering a partnership with this supplier what requirements do you
see as crucial?
Le.:  commitment, fit, frequent meetings, sharing costs, continuous
development, exclusivity ...

Commitment is one of the primary factors in business partnerships (Mohr &

Spekman, 1994; Morgan & Hunt, 1994; Mudambi, 2002). Trust is created when
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organisations enter long-term agreements and bind themselves to the partner
(Ryu et al,, 2009). Therefore we want to ask organisations about the length of
commitment they want to put into a business partnership. Translated to an easy
understandable language we ask for how long they consider signing contracts
with partners.

¥ For how long would you consider signing contracts?

To underline the importance of commitment and trust we want to know what
facilitates the creation of these. Therefore an open question is included on that
matter.

¥ What assurances do you need in order to trust and commit to a supplier?

Grant (2010) says that business partnerships should be a win-win agreement to
both partners. Costs and rewards should be evenly distributed. Wong (1999)
sees open discussions as a great tool to reduce conflicts and maintain a
harmonious relationship. Grant suggests meeting frequently and deciding on
strategies for the future. However, as partners often do not have the same size,
larger organisations frequently want more influence and dominate the
relationship. We want to analyse how much influence organisations prefer,
compared to the size of their business. Some organisations may offer their
partner access to a wider distribution network and support to increase sales. As
this might be considered as influencing the partner, we add this as a sub question
to influence.

¥ How much influence do you want to have in a partnership?
o Would you agree to get selling support if you supplier has the
opinion that you could sell more?

Many theorists list different advantages of strategic business partnerships but
we did not find specific ones to partnerships. To see what trends the
construction equipment industry views as important we ask this in an open
question without giving any examples. Similar answers are then grouped
together into categories and discussed.

¥ What are the advantages of a strategic partnership?
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Now that we have broad information about individual views on business
partnerships and crucial values that enable effective collaborations, we conclude
the questionnaire by asking interviewees if they consider co-branding as a
business strategy (Mudambi et al., 1997).

*  Would you like to co-brand together with the supplier or would you prefer
to include none-branded components? Why?

This is an important strategic decision for both the buyer and the seller.
Research shows that combining two brands could substantially increase the
value of both. We study the case of TACHI in terms of their business partner
relationships providing us with an indication of the trends in the construction
equipment industry. We also try to find out what the interviewees consider as
value in a business relationship. This enables us to draw a pattern in answers
from the interviewees. The role of co-branding in business partnerships is also

analysed.

Validity of a measurement is determined by whether or not a measure of a
concept actually measures that concept (Bryman & Bell, 2007). Concurrent
validity is whereby a researcher uses a criterion on which cases are known to

differ and that is relevant to the concept in question (Bryman & Bell, 2007).

The focus on a small part of the construction equipment industry limits our
validity when it comes to drawing conclusions about the whole industry.
However, it makes it possible for us to interview most of the players in this field,
as a great number of them attend the Samoter exhibition in Italy. The
participants at the exhibition fairly represented the drilling and pile driving
sector of construction equipment manufacturers. TACHI confirmed this point.
We therefore are confident that the research will provide valid results, although
this focus limits our study to a small part of the industry. Attending the
exhibition also gave us the opportunity to interview most of the players in the
field. Analysing our case study TACHI and their business partners gives us the
opportunity to combine the results from the 1st stage interviews with views of

players of different parts of the construction equipment industry. Hence, we get
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the view of another sector as well. As the first part of the questionnaire provided
limited responses, we omitted this part from the second stage interviews.
Interviewees declined to answer some of the questions due to the sensitivity of
the subject. The question about being a member of an association did not give

comparable results.

"# $%&'()'&™+

Reliability is mainly concerned with issues of consistency of measures. Internal
reliability is determined by indicators whether or not they make up the scale or a
consistent with the index (Bryman & Bell, 2007), or whether or not respondents’

scores either indicator tend to be related to their scores on the other indicators.

As a key player in the construction equipment industry TACHI experiences
similar challenges to other organisations in this sector. We therefore use them as
our case study to help us understand the construction equipment industry. It
also provides a basis of carrying out interviews with other players in the
industry. The results obtained in our interviews would be valuable information
for researchers attempting to explore the area of business partnerships. The
interviews were based on a structured questionnaire so as to provide similar

results should it be reused in other studies in the future.

"-. /011(2+ ,

Figure 3-1 summarises the methodology chapter.
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4 Empirical study

In this chapter we introduce TACHI as a player in the construction industry and
provide a short background on the organisation. We then detail the responses from
the interviews that were carried out in two stages during the study. At the Samoter
exhibition in Italy, focusing on construction equipment, we conducted the first
stage of interviews face to face. The second stage of interviews with 6 employees of
TACHI was carried out face to face and the interviews with current business

partners (customers) to TACHI by telephone.
4.1 TACHI

4.1.1 Background

Like other organisations, TACHI is emerging from the 2008 economic downturn.
During the downturn the company decided to change their operational strategy
as well as the sales and marketing strategy with the aim of building a solid
market share. The focus shifted from the main products towards complimentary
products and services (Assembled Component Sales, ACS). Even though the ACS
product line has existed for several years, not many efforts had been put into
stimulating the sales. For the first time TACHI appointed a team to spearhead the
selling and marketing of the ACS product line to penetrate more markets and

subsequently increase the turnover.

4.1.2 Component Sales

Assembled Component Sales (ACS) falls under the business category of
component sales, where TACHI sells fully assembled products or parts of their
standard products. Both branded- and white box components are sold to
customers. Currently TACHI does have only three business partners whom they
sell these components to. It is to be noted that there are no dealers or
distributors involved in selling the ACS products. They are sold directly to

customers.
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Currently TACHI has manufacturing agreements with three business partners.
Although the partnerships contribute to the overall turnover, employees signify
that there is potential of selling more components should TACHI find more
business partners to exploit as sales channels. This is an on-going project. The
existing business partners are well-established organisations, well recognised
brands, and also well placed in the market place. The partnerships have existed
for some time now but according to the information collected, the sales for the
ACS have not been highly significant to overall turnover. Figure 2-1 shows the

sales figures for 2008, 2009, 2010, and the forecast for 2011.
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Figure 4-1: TACHI's ACS sales figures 2008-2010 and forecast for 2011
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In addition to the above, TACHI's project to review the sales of components is
timely after the financial downturn but at the same time they are steps behind
competitors in the field, who have been doing this for some time now and are
considered well established in the market place. The segments TACHI is
venturing in include forestry, mining, pile driving, drilling, excavating, and
construction among others. Although needless to mention, the competitors are

also fighting for the same market. This was clearly seen during the Samoter
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exhibition in Italy through marketing proficiency, product designs, as well as

technology.

"% $%&'()&%H-%*./)%012%3&

The survey we carried out is based on TACHI as our case study and the
interviews from the Samoter exhibition in Italy. Using a qualitative study we
gathered different factors, which are important to organisations when
committing to business partnerships. The total number of interviews was 31,
whereby representatives of 19 organisations at the Samoter exhibition in Italy, 6
employees at TACHI, and 6 employees at TACHI’s current business partners were
interviewed. We then grouped the data into a matrix with the questions as rows
and the variables as columns. In this matrix we highlighted the key words (see
Appendix F & G). We summarised these key words into generic words and tried
to find different patterns. The first pattern finding was the five factors for
maintaining successful business partnerships. The second pattern finding was
comparing different variables with each other, e.g. operational compatibility &
co-branding. In the third stage of pattern finding we found other contributing
factors in successfully maintaining business partnerships. The final tables of the

pattern finding are included in Appendix H.

In the following we present the different factors we researched, and provide

summaries of the diverse answers on each factor.

"4 .56+0)7/)*,78)+0&*0572/)72/2/9*&'88%&&'&2/%&&*670)/%0&*26&
During the interviews several factors were pointed out as being necessary in
maintaining successful business partnerships. We summarised the factors as
named by the interviewees into our pattern finding tables (see Appendix H).

Figure 4-2 shows these important factors.
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Figure 4-2: Important factors for maintaining business partnerships

4.3.1 Operational compatibility

The compatibility factors mentioned by the interviewees as being necessary for a
successful business partnership were: delivery times, flexibility, availability of
technical information, precision, experience, complement to regular operations,
consistency, product fit, business model & concept, as well as close location to

the warehouse.

Price

Price was not an issue for many interviewees. But for those who deemed it
important, we got the impression that they didn’t mind the cost as long as the
product was worth it. If the product is of high quality, all components need to be

of high quality. Hence, they should have a high price.

Quality

The quality of the product was another key factor that came out during the
interviews. Interviewees emphasised that quality was an important factor for
business to take place. Some clarified that they prefer buying from European

suppliers due to the guaranteed quality of the products.

4.3.2 Commitment and trust
Interviewees pointed out several factors that are important to run successful

business partnerships: European suppliers as a means of trust, reliability,
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exclusivity, top management commitment, and open book policy. We grouped

these into the factor commitment and trust.

4.3.3 Strategic fit

Strategic fit was mentioned as another important factor. The answers included:
win-win situation, environmentally friendly products, local suppliers to the
buyer, being well-known in the market place, being able to create better offers to
specific customers, fit, long-term relationships, business model and concept, and

brand image.

4.3.4 Interdependence

Interdependence means companies depending on each other for certain
elements, such as sharing R&D or penetrating new markets. The following
answers given by the interviewees were summarised into the interdependence
factor: no exclusivity, R&D, after sales support, technical support, recommending
each other, international partners, global network, and good channels. One
interviewee emphasised that it is impossible for small companies to survive

alone in the present market climate.

No interdependence

Although most of the answers we received were in favour of interdependence we
found a small percentage answering NO to interdependence. They were against
shared R&D. Others wanted to limit dependence on partners and therefore

source maximum 30% from a single supplier.

4.3.5 Ability to communicate — working relationship

We included working relationship into ability to communicate because factors
refer to the interrelation between the two business partners. Various elements
that make communication more effective were named by interviewees: an open
book policy, top management commitment, good understanding of the partner’s
business, availability of technical information, good relationship, good
communication, understanding the partner’s language, cooperation on a

technical level, and frequent information sharing.
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4.4 Advantages of strategic business partnerships

Several advantages for strategic business partnerships came up and were

summarised in the following sub-headings:

Market penetration

Market penetration came up as an advantage of strategic business partnerships
and the factors validating this penetration are as follows: ability to enter new
markets, enhance market growth, contribution to globalisation, right
geographical location, new business opportunities, and risk reduction. It was

perceived by some interviewees as a shorter way to enter new business markets.

Brand name

The interviewees perceived the brand name as an advantage if the brand is
strong in the market. They pointed out that the presence in the marketplace and
awareness of the brand are very important. The brand name makes sales easier

and enhances the brand value in the market.

ROI

Interviewees pointed out that strategic business partnerships help an
organisation to save money, allow investments, and provide a feasible income
stream. Furthermore, there is no need to fight for every order, which results in
cost reduction, freeing up of resources, increasing turnover, and increasing

profitability.

Value chain

Some interviewees said that it is not possible to perform alone in the market. As
part of the value chain some interviewees answered that being near the
customer (after market, spare parts) is important, and that a good value chain
helps to provide a worldwide service network and maintain a constant product

quality level.

Shared research and development (R&D)
[t is strategically advantageous when business partners share R&D costs, hence,

increase support to one another in product development. Some interviewees are
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Delivery
Some interviewees answered that buyers should have reasonableness in request
when it comes to delivery times. Suppliers should be spontaneous and quick, and

have the ability to provide supply when an order is placed.

Distribution
Some interviewees mentioned that for enhancing distribution the partners
should have a good market presence, distribution network, strong logistics, as

well as coverage of the aftermarket.
4.6 Contributing factors for successful business partnerships

Size of organisation

Organisations need different types of support, depending on their size. To see if
medium-sized organisations (up to 250 employees) require similar business
partnership factors as large organisations (over 250 employees) we divided the

interviewed companies into the two different categories.

Samoter Exhibition in Italy TACHI and partners
1012(,13.2# ( ~
W 41/0&# “
J012(,13.2# ‘ $#

Figure 4-3: Size of organisation - Samoter, Italy (left) and TACHI & partners (right)

Influence

Depending on the size and strategic goals of a firm, some interviewees prefer low
influence on the business partnership. They considered buying a standard
product. Others want to negotiate and discuss possible research and
development options with their partner. Especially large organisations prefer to
steer the business partnership themselves. Some interviewees considered the
after market and spare parts as important. Furthermore, when using the
component in their own product, they wanted to maintain the warranty.

Therefore, they have limited possibilities to change the component.
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Some organisations are in favour of receiving or providing support to the
business partner when it comes to sales. This includes promotional materials,
technical support, or guidance to enter or improve the position in specific
markets. It may even include access to parts of the distribution network. Some
are in favour of selling support as discussing new selling strategies with the

partner.
& %--$

No formal agreement
Some of the interviewees pointed out that they do not want to enter formal

agreements, because they do not want to be tied up with another organisation.

Short-term contract

Short-term contracts include formal agreements for up to 3 years. Some
interviewees pointed out that they would prefer long-term agreements, but
choose short-term contracts since this will not tie them to one organisation,
risking their business. Other organisations indicated a preference for short-term
contracts to get to know the partner, develop a partnership, and later enter long-

term agreements.

Long-term contract

Long-term contracts are all agreements for more than 3 years. Some
interviewees were in favour of entering long-term business partnerships to gain
long-term strategic advantages. Other interviewees favoured contracts as a
means of protecting the confidential information shared with a partner.
However, many interviewees were worried about limited flexibility when tied up

too close and for too long.

012 3+46,6%7%$%&

Different views on branding came up during the interviews. Some answers
showed that co-branding would be good especially if it enhanced value to sell
more and strengthened their brand presence in the market. Other interviewees

said NO to co-branding. They hesitate because having two brands might confuse
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customers, pose business risks for the brand image, and might be sensitive to
brand ownership. Furthermore, other products in the organisation would profit

more without co-branding since their own brand was strengthened.
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5 Analysis

We introduce this chapter by discussing the challenges that organisations face
when selling industrial components. This is in relation to TACHI and the
construction equipment industry. We answer the first research question (1) as
stated below by discussing the results from the questionnaires. By answering the
second question we give an industrial view of ingredient branding as provided by
the players of the construction equipment industry. To analyse the information
collected we discuss the results from the empirical data and relate them to the

theoretical framework.

(1) What key factors make a business partnership successful when
selling industrial components?

5.1 Assembled component sales

To increase shareholder value organisations have to make sure that all capital
deployed earns strong returns (Rogers et al., 2002). Focusing solely on the core
product increases the organisation’s dependency on this core product and the
market they sell it in. To decrease this dependency the focus can be put on selling
parts of this product to business partners who use it for different applications in
their end products. In the case of TACHI selling components in this way has not
received considerable focus. This is shown by the limited number of business

partners they currently have.

During the research we gathered that TACHI has currently just three business
partners buying assembled components. Although they have written partnership
agreements, the turnover is not significant. It is interesting to see that such an
area of opportunities has not been penetrated yet. Analysis at the Samoter
exhibition in Italy showed us that there is a need for business partnerships. Some
interviewees were already engaged in partnerships. They also viewed this as a
strategy of entering new markets and surviving in the competitive construction

equipment industry. Interviewees highlighted various factors they require
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before teaming up with a supplier and enter a business partnership. These

factors are explained as follows:

5.2 Important factors for maintaining successful business partnerships

In business partnerships two or more organisations pull together resources in a
trusted atmosphere with the focus on continuous improvement. Understanding
each party’s needs and capabilities is required to make a business partnership
successful. However, efforts and resources will not be put into a business
partnership if organisations do not see the positive impacts and ROI (Wong,
1999; Grant, 2010). Some interviewees in both stages viewed having business
partnerships as a crucial strategy to survive in today’s business market. Most of
them said operational compatibility together with commitment and trust are the
most crucial factors in maintaining successful business partnerships. The key
aspect of these business partnerships is to create and maintain long-term

relationships, which in return increase the ROI.

5.2.1 Operational compatibility

Operational compatibility was rated highest by the interviewees. Two-thirds felt
that operational compatibility was a very important factor in maintaining
successful business partnerships. Some of the factors mentioned were flexibility
in ordering and delivering products, expertise in their market segment, as well as
business model and concept (Chen & Wu, 2010). Product fit and consistency of
striving to provide consistent quality also came up as crucial. In any type of
business partnership compatibility plays a key role in maintaining the
relationship. Partners need to have matching operating requirements, corporate
culture, and similar organisational structures to avoid obstacles and
misunderstandings (Bierly & Gallagher, 2007; Ryu et al, 2009; Chen & Wu,
2010). Coordination and mutual objectives are important, because without good
coordination production would be inefficient and planned objectives would fail
to be achieved. Flexibility to react on unforeseen changes is seen as equally

important (Mohr & Spekman, 1994).

We see operational compatibility as a key requirement when forming business

partnerships. If two organisations have different opinions and goals when
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conducting their daily business it poses a challenge in the relationship. Even
though theorists do not rate this as highly important, interviewees mentioned it

the most.

Price was not seen as a central deciding factor when forming business
partnerships. Just four interviewees out of 31 mentioned price as important.
Some of them saw price connected to quality. As quoted by one interviewee “the
price level is connected to the technical & quality level of a product... A Mercedes
with a low-priced component has a reduced value”. A research by Bendixen et al.
(2004) shows that customers develop a sentimental relationship with the
product, which they are ready to pay a premium price for. TACHI is known in the
market for their highly priced products and interviewees confirmed that the
brand name is associated with high quality and durability. This is a factor that
organisations can utilise to their benefit when trying to expand their market for

component sales.

A half of the interviewees rated commitment and trust as an important factor for
maintaining successful business partnerships. From the Samoter exhibition in
[taly seven out of 19 perceived this factor as important. However, during the
interviews with TACHI and their business partners seven out of 12 people
considered this as a key-deciding factor. As theorists state, commitment is one of
the primary attributes of a business partnership. A trustworthy partner has high
integrity and qualities such as consistency, competence, honesty, fairness,
responsibility, helpfulness, and good will. Trust reflects the extent to which one
partner believes that the other partner will neither take advantage of them, nor
sacrifice their benefits (Bierly & Gallagher, 2007; Chen & Wu, 2010). To support
the integration process between partners, organisations must show the desire to
adapt to each other (Ryu et al, 2009). This creates commitment, which is
regarded as trust and enhances the belief that another party can keep promises

and fulfil agreements (Mohr & Spekman, 1994).
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The interviewees pointed out that reliability, exclusivity, top management
commitment, as well as open book policy are the foundation of building trust and
commitment. What we gathered during our research was that trust is linked to
the quality of the product and its country of origin. A few interviewees from
organisations based in Europe openly expressed that they favour European
suppliers over suppliers from overseas. This could be attributed to fear of lower
quality, association with a less-known brand name, as well as financial insecurity
of the supplier in question. Again we see this as a potential factor that TACHI or
other organisations could utilise in their business operations and as a result

enter more partnerships.

Strategic fit was mentioned as another important factor. The answers included
are: having a win-win situation, providing fit on an operational level, being well
known in the market place, having a similar business model and concept, as well
as having a good brand image. Fit depends on how much the organisations can
gain from each other. It is seen as compatibility between two organisations
(Chen & Wu 2010). Strategic fit includes cooperation, congruency, mutual goals,
and joint interests (Ryu et al.,, 2009). Both partners bring in different resources
and enable quick access to enter new geographical markets (Bierly & Gallagher,
2007). When managers assess the strategic fit of two organisations it is
important that they are provided with all information necessary. This includes
information about the partner’s resources, possible synergies, and costs

associated to the business partnership (Bierly & Gallagher, 2007).

However, when analysing the results from the interviews, strategic fit was not
rated as highly important by interviewees. Only one-third mentioned this factor
as crucial. This was in contrary to literature, which rated strategic fit together
with commitment and trust as the most important factors for maintaining
successful business partnerships. Most of the interviewees focused on product fit

as opposed to inter-organisational strategic fit.

Atzmiiller, Kamande, Sundblad, 2011 47



BACHELOR THESIS Analysis

When relating strategic fit to the size of the organisation, we found that large
organisations do not perceive strategic fit as highly important as medium-sized
organisations do. This may be due to large organisations’ strict operating goals,
which are often not flexible and thereby limit adjusting to a partner’s needs.
They might also be protective of their own brand image. On the other hand,
medium-sized organisations look for strategic fit with the aim of enhancing their
perhaps less-known brand or receiving support in R&D, financial incentives, and

selling support.

Dependence is the degree to which partners need each other’s resources to
achieve their business goals (Chen & Wu 2010). This means that partners can
loose autonomy. Therefore, the advantages gained must compensate losses in
resources and competence (Mohr & Spekman, 1994). Interdependence in this
case means companies depending on each other for certain elements such as
sharing R&D or penetrating new markets. Less than one-third of the
interviewees considered interdependence as a crucial factor, which is in line
with previous academic research. Small organisations in particular were in
favour of the advantages large partners can provide. These include giving access
to international networks so as to enable these partners to sell and give after
sales support to their customers. Sharing R&D as well as providing good
technical information, and support are vital. One interviewee emphasised that it
is impossible for small companies to survive on their own in the present market
climate. Large organisations as TACHI are not an exemption. We can see clearly
that having just three partners on board has not reduced their dependence on
the core product and as a result they suffered acutely during the recent economic

downturn.

Although most of the answers we received were in favour of interdependence,
we found a small number answering NO to interdependence. They were against
sharing R&D. Others try to limit dependence on partners and therefore source

maximum 30% from a single supplier.
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5.2.5 Ability to communicate — working relationship

Communication is a set of abilities and knowledge to conduct formal and
informal sharing of both meaningful and timely data. It includes both
quantitative and qualitative information to make it possible for the partner to
react accordingly (Ryu et al.,, 2009; Chen & Wu, 2010). Organisations need to
trust their partners to share private data. The closer the ties of the relationship
are, the more frequent and relevant information is exchanged (Mohr & Spekman,
1994). Interviewees underline the important factors as open book policy and
frequent sharing of information. They also see importance in sharing a similar
language to understand each other both on a technical and cooperational level.

Therefore, knowledge about the partner’s business is crucial.

5.3 Advantages of strategic business partnerships

Business partnerships help all parties manage uncertainty and dependence as
well as increase efficiency by lowering the total costs. Close relationships, such as
buyer-supplier relationships, can increase revenue, market share, and customer
loyalty. Partners bring in different resources and enable quick access to enter
new market segments. When carrying out the interviews we found that the

advantages from strategic business partnerships include:

Market penetration

There are different possibilities for organisations to enter a new market without
an established brand name. They can purchase an established brand in the
market or a brand outside of the target market and develop it further.
Organisations need to buy or build new products and product lines, team up with
partners to enter and supply new markets, and sell product lines that do not
create enough value for the organisation. New markets have to be found and

built to maintain the organisation’s business activities and competitiveness.

In the collected data, market penetration came up as an advantage of strategic
business partnerships and the factors validating this penetration are as follows:
ability to enter new markets, enhance market growth, contribution to
globalisation, right geographical location, new business opportunities, and risk

reduction. The interviewees perceived these as the effective ways of penetrating
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new business markets. TACHI does not sell assembled components through
distributors or dealers. Therefore, business partnerships are crucial for selling
these components. This is precisely what TACHI is setting out to achieve. They
realised that the three existing partnerships do not provide enough turnover as
compared to the organisation’s capacity. Since they want to penetrate new
markets but fear the costs of product development, entering business

partnerships provides a good strategy to realise this goal.

People make purchasing decisions based on a consistent set of beliefs and
attitudes (Mudambi et al., 1997). If they have a clear perception of a brand this
perception can be transferred to other products that use the same brand name
(Leuthesser et al., 1995; Boatwright et al., 2008). In other words, the central
associations a brand name is related to are systematically transferred to the
products that are branded with this name. From the data collected the
interviewees had the opinion that a strong brand name was an advantage for less

known brands. This is when the brand name can be noticed right away.

To avoid misunderstandings or working against each other, partners need to
establish a clear vision, set common goals, and understand each other’s situation
(Wong, 1999; Grant, 2010). Some partners hesitate to invest and contribute to
the relationship if they do not have a clear picture of what their partner wants.
Having the vision of working and growing together creates the foundation for a
long-term and trustful business partnership and full commitment of all partners

(Wong, 1999).

Seven out of 12 interviewees in the second stage considered ROI as rather
important while interviewees at the Samoter exhibition in Italy did not rate it as
highly important. A strategic business partnership helps an organisation to save
money, it allows investments, and provides a feasible income stream.
Furthermore, there is no need to fight for every order, which results in cost
reduction, freeing up of resources, increasing turnover, and increasing

profitability.
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When the value created by the two partners exceeds the sum of the value created
by them independently, synergies arise, and volumes and profits will increase

(Lin & Lin, 2010).

Value chain

The value chain is part of an organisation’s strategy. Some interviewees said that
it is not possible to perform alone in the market. As part of the value chain some
interviewees answered that being near to the customer (after market, spare
parts) is important and a good value chain helps to provide a worldwide service
network and maintain a constant product quality level. For improving
competitiveness good co-ordination mechanisms in value-creating networks
have to be in place. In effect more and more manufacturers are shifting to use
fewer suppliers to increase commitment and build closer relationships
compared to working with several suppliers with low commitment (Cannon &

Perreault, 1999; Mudambi et al., 1997).

Shared research and development (R&D)

It is a strategic advantage when business partners share R&D costs and as a
result increase support to one another in product development. Some
interviewees are keen on getting expertise from the partner, focusing on core-
competencies, and having a seller that provides a continuously developed
product or component. Interviewees did not consider this factor as highly

important as just five people out of 31 mentioned it.

Grant (2010) argues that all partners should share risks in proportion to their
role. When splitting financial rewards organisations should look at what each
partner is offering and how much this brings to the business partnership.
Sharing R&D can enhance the relationship between two business partners,
resulting into financial benefits. However, the need for sharing sensitive
information prevents partners from teaming up with another organisation (Jap,

1999).
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analyse the fit of the partner and their own organisation. After getting to know
each other long-term agreements can be signed. Large organisations are
vulnerable to loosing valuable information to their partners who might use it
against them. To reduce this risk they demand higher influence in the business

partnership as well as long-term commitment and agreements.

In this part we answer our supporting research question (1a), which is aimed at

discussing the role of co-brandings in business partnerships.

(1a) Is co-branding an option for organisations entering a business
partnership with a component supplier?

Suppliers of industrial components have two options to sell their products. They
can either sell them as white-box components or as branded components (Ghosh
& John, 2009). Especially in business to consumer sales branding plays a key
role. However, in industrial selling branding is not yet considered as equally
important (Mudambi et al., 1997). Mudambi (2002) identified some of the areas
that make buyers choose branded products: (1) a product failure causes severe
problems; (2) having time constraints; (3) purchasing complex products; and (4)
purchasing products that need extended support or service. TACHI sells both
white-box and branded components. This is done carefully to avoid causing

conflict of interest and to protect the brand image.

From the answers we received during the interviews with TACHI’s partners we
could see similarities between the two partners in how they perceive partnering
with TACHI as a supporting factor in the market place due to the brand image

(associated to high quality product) and presence in the market.

In trying to see patterns from the interviews, we had a difficulty to find trends in
all the factors. However, we were able to summarise the following: Exactly one
half of the interviewees answered the question on co-branding with yes and the
other half said no. Combining the answers of co-branding with the answers on

other questions we noticed some interesting patterns. The following figures
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show the combinations of the answers on co-branding combined with answers

on size of the organisation, operational compatibility, and commitment and trust.

Figure 5-1 shows that medium-sized organisations were more in favour of co-
branding than the large organisations. We attribute the difference to large
organisation’s fear for brand dilution. Brand dilution can be due to the brand
halo effect. This is a psychological mechanism that occurs when the brand equity
of one product is transferred to another product. This is possible when both
products use the same brand (Leuthesser et al., 1995; Boatwright et al., 2008). At
the same time unknown players (often medium-sized organisations) can benefit
from the halo effect when co-branding. It provides the possibility to make use of
the awareness and perceived quality of the brand, and therefore charge premium
price for the product (Venkatesh & Mahajan, 1997). Furthermore, entering new

markets with the product is easier when the brand is already known in this

market.
10
8
6 .
i yes, co-branding
4 M no co-branding
2
0

Medium-sized Large organisations
organisations

"#$%E&( )* +',- ).%/01"0#'2-3."0&1'4"56'56 &'7"8&'-9'56 &'-%#/0"7/5"-0

Trying different combinations of answers to see patterns, we came across a
linkage between co-branding and operational compatibility. As Figure 5-2 shows,
organisations that see operational compatibility as important have a high
tendency to favour co-branding. We think that organisations that rate
operational compatibility as important may try to utilise synergies between two

organisations. These business values can then be taken into co-branding as well.
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Operational compatibility

i yes, co-branding

M no co-branding

Figure 5-2: Co-branding combined with operational compatibility

Last but not least we identified a linkage between commitment and trust
combined with the answers on co-branding. Figure 5-3 shows that organisations
that considered commitment and trust as highly important were not in favour of
co-branding. We can therefore conclude that these organisations have a
relatively high fear of negative effects caused by business partnerships and

especially co-branding.

Commitment and trust

“yes, co-branding

M no co-branding

Figure 5-3: Co-branding combined with commitment and trust

Ingredient branding

At the Samoter exhibition in Italy not many organisations used co-branding as a
strategy. At least this is what they answered to our question. However, most
organisations were selling products with components from business partners.
The usage of these components was not formally highlighted. Nonetheless, they
proudly explained verbally where they source them to use the image and quality
perception from the brand of these components. In some occasions where
components were visible parts of the final product, the design showed clearly
where they were sourced. What we noticed during the exhibition is that some
manufacturers in the construction equipment industry do associate design to

branding, but they do not call it co-branding. One interviewee at TACHI said that
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6 Conclusions

After analysing the results of our study and reflecting on the theoretical
framework, we found that the key factors that make a business partnership
successful are operational compatibility, commitment and trust, strategic fit,
interdependence, and ability to communicate. Our results show that operational
compatibility together with commitment & trust are the most important factors.
Strategic fit, interdependence, and ability to communicate were also named, but
interviewees do not see them as highly important. In addition to these factors we
also found advantages of strategic business partnerships. These are market
penetration, brand name, return on investment, value chain, shared R&D and
culture. Organisations looking to go into business partnerships can profit from
knowing these advantages and highlighting them when looking for business
partners. Furthermore, we found factors that could enhance trust in a business

partnership: commitment and stability, brand, delivery, and distribution.

[t was interesting to find that players in the construction equipment industry do
not consider co-branding as a strategy for entering new markets. However, they
are happy to sell their products with ingredient components sourced from
business partners of well-known brands. Although most of these components
were not branded by name, their design clearly revealed the supplier. Even
though they proudly mentioned incorporating ingredient components from
these suppliers verbally, they did not consider this as co-branding. We attributed
this to informal branding. Manufacturers in this industry use the design and
colour of an ingredient component as a unique selling point to their customers.
They use the brand equity from the ingredient component to enhance the overall

value of their offering. However, they do not consider this as co-branding.
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7 Reflections

Studying this topic was interesting and provided new findings that we had not
set out to search from the beginning. Although the time was not sufficient, we
still managed to carry out our targeted number of interviews to make the study
as reliable as possible. However, sampling a wider population would have
perhaps given us better results. Even though, we believe that the concentration
on one segment made it possible to interview a wider sample in this segment and

thereby increase the reliability.

The writing could have been easier if the first stage of interviews had been done
after completing the theory, method, and operationalisation chapters. However,
due to the schedule of the exhibition in Italy, time did not allow this. As these
chapters changed later on, we had to make sure that the research fitted our

interview planning.

7.1 Proposal for future research

Further research should be carried out in informal branding, with the aim of
finding out why organisations sell products with components from their

suppliers with pride, yet don’t show it in the branding.
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Appendix A - TACHI

TACHI as a division of TACHI Group produce articulated haulers, wheel lauders
and excavators, pipe layers, demolition equipment, among others. TACHI's
products and services are offered in 125 countries through propriety (TACHI
owned) or independent dealerships. Their machines are used in the construction
industry, such as quarries & aggregates, energy related industries (oil & gas),
heavy infrastructure, utilities, road construction, building, demolition, recycling

industry, industrial material handling, and forestry.
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Table 4: Summary for analysis of interviews
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The fair took place from Wednesday 2011-03-02 until Sunday 2011-03-06. We

conducted our research on Thursday and Friday.

=#H$#- A
Company name
Employee name

Position
1. What industry are you working in?

2. What do you see as your core business?
a. Why do you see this as your core business and what is the annual

turnover?

3. Do you belong to any association in your industry?

a. Which one?
4. What kind of equipment/product do you manufacture?

5. Do you manufacture all your components in-house including the
additional components?

a. If yes why?

b. If no. Then what don’t you manufacture yourself and where do
you source these components?

6. What parts would you consider buying?

a. What volume do you think you would purchase?
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7. When entering a partnership with this supplier what requirements do
you see as crucial?
Le.: commitment, fit, frequent meetings, sharing costs, continuous

development, exclusivity, ...
8. For how long would you consider signing contracts?
9. How much influence do you want to have in a partnership?
a. Would you agree to get selling support, if your supplier has the
opinion that you could sell more?
10. What are the advantages of a strategic partnership?

11. What assurances do you need in order to trust and commit to a supplier?

12. Would you like to co-brand together with the supplier or would you

prefer to include none-branded components? Why?
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Appendix D - Questionnaire for TACHI employees

The interviews were conducted with TACHI employees. Some interviews were
completed in a telephone conference; others were conducted face to face. All

interviews were conducted on Monday, 2011-04-11.

Partnership
1. What factors are important to run a business partnership with a customer
successfully?

Le.: Strategic fit, interdependence, operational compatibility, ability to

communicate, commitment, trust, ...

a. Could you please rate the importance of these variables on a scale
of one to five, with 1 for highly relevant, 2 for relevant, 3 for partly

relevant, 4 for hardly relevant, and 5 for not relevant at all.

N

Should it be long-term or short-term contracts?

3. How much influence do you want to have in a partnership?

a. Would you agree with giving the customer support to better

achieve the sales goals?

4. What are the advantages of a strategic partnership?

5. What assurances do you need in order to trust and commit to a buyer?

o

Would you like to co-brand together with the customer or would you
prefer the customer to just use your product without your brand name on

the final product? Why?
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All interviews were conducted in telephone conferences within Wednesday

2011-04-20 and Wednesday 2011-04-27.

Company name:

801.$#1-9&"
1. What factors are important to run a business partnership with a supplier
successfully?

L.e.: Strategic fit, interdependence, operational compatibility, ability to

communicate, commitment, trust, ...

a. Could you please rate the importance of these variables on a scale
of one to five, with 1 for highly relevant, 2 for relevant, 3 for partly
relevant, 4 for hardly relevant, and 5 for not relevant at all.

2. Should it be long-term or short-term contracts?

3. How much influence do you want to have in a partnership?

a. Would you agree to get selling support, if your supplier has the

opinion that you could sell more?

4. What are the advantages of a strategic partnership?

5. What assurances do you need in order to trust and commit to a supplier?

o

Would you like to co-brand together with the supplier or would you

prefer to include none-branded components? Why?
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Appendix F - Interview answers — Samoter exhibition in Italy

Appendix

Company Country Position Question 1
1 Movax Finnland Marketing construction
2 Jean Lutz France DEA soil testing, soil treatment
3 VF Venieri Italy construction
4 Ripamonti Italy drilling machines
5 Bauer Germany | Manager Sales construction
6 Sandvik Sweden Projects & systems manager construction, recycling, tunnel, quarying
7 MAIT Italy Area manager civil construction equipment
8 Comacchio Italy Sales drilling
9 Soilmec Italy Marketing director construction, drilling machines for foundations
10 Beretta Alfredo s.r.l. Italy drilling
11 Fraste Italy commercial department drilling
12 OMD Depalo Italy export, marketing aftermarket spareparts for hydraulic hammers
13 Massenza fu giuseppe | ltaly sales geological studies, water wells
14 IMT Italy Sales & export piling
15 Geax Italy Sales manager drilling, piling
16 | TesCar Italy sales drilling
17 Core group / everdigm | Italy / reseller earth moving, crushing, drilling

Korea

18 Caterpillar hydraulics marketing consultant | earth moving
19 Komatsu ltalia Italy / Int. | customer database & statistic earth moving, road construction

specialist
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Question 2 Question 2 a Question 3 Question 4
1 Vibrators, to install profiles & tubes in the 10 - 20 Mio. €, customer has Finnish manufacturers | 25% of total machine cost is the
ground excavator himself association equipment, rest is excavator
2 testing equipment, software; no drills, 60 employees equipment, hardware, software
equipment is mounted on other drills,
therefore sold to drill manufacturers
3 manufacture whole product we are a good drop in the market wheel loaders, small excavators
4 reselling, manufacture small drills 100 own machines per year small drills
5 bauer spezialtiefbau: construction; bauer stock market Verband deutscher do as much as possible self or
machinen: manufacturer of drilling rigs, etc.; Maschinenbauer within the group
bauer resources: gas, oil industry
6 drilling rings, crushers, quary 1000 drilling rigs, 500 big ones VDM (germany)
7 foundation equipment 200 mio € whole machine
8 small & medium sized best year 250, now 150; 150 machines whole machien
running in sweden currently
9 piling, foundation best: 700 machines; 350 Mio € mechanical upper part, frame
manufacturers
10 small drilling machines ADC
11 water wells 15 -16 Mio. € Italian waterwells
association
12 copy spare parts from original 30 employees, 5 Mio € conf industrial
13 everything around drill, spare parts roughly 10 of the big machines
14 huge machines 200 in 2008, 70-75 2010, 100-120 drilling rigs
2011
15 drilling rigs 20/ year drilling rig
16 drilling, pile foundation, cranes, soil 2006: 80, best year drills
investigation, Small & medium machines
17 300 employees in korea factory reseller in italy
18 building machinery 40 Bil. $ NYSE
19 building whole machine 1000 machines in italy, best: 4000
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Appendix

Question 5 Question 5 a Question 5 b
1 hydraulics
2 | own R&D
3 engine, tire, hydraulics; try to have multiple suppliers on small parts to have
price war (min. 2-3)
4 engine, ,,,
5 do everything within the group, | engines, hydraulics
privacy
6 CAT engines, buy engine based on geography (scandinavia: volvo, germany:
deutz)
7 buy cat engine
8 | one unique place, have control engine: deutz, john deere
9 | 30y ago everything inhouse engine, hydraulics, CAT cabin, crawler, will be more in the future
10 | make design, produce deutz/perkins engines; 1/2 of machine bought
11 | European & italian suppliers 35% bought; engine, hydraulics
12 parts are outsourced to be produced, max 50% finished in order to keep key
competence
13 | drill tube is bought mud pump self made atlas compressor, iveco truck, engines bought; truck according to customer
wants
14 arm, rig base: cat, hitachi since 3 years, from now on own base
15 base hitachi
16 | see little competition in small & hitachi base for big, bobcat base for small
medium machine market
17 | sell just drill complete, rest of
equipment without machine
18 want to have everything own
branded
19 tires, buckets, hydraulics
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Question 6 Question 7

1 no exclusivity, non-binding, working relationship, win-win, r&d and

technical support

2 | outside systems to be included (GPS, ...) technical information in time to be able to adapt to that

3 | try to differentiate, produce just design & frame, buy rest quality, price, reliability, life-time

4 relationship, deliver on time (due to order on short notice)

5 | small components on time delivery, precision, quality, service, price, have win-win,

recommend each other

6 | some, not specified international partners, global network, good channels, quality,
environmental friendly, shared R&D

7

8 | no want quality, european components

9 | will be just the brain in the long run; difficulty now with upper part of machine: | quality management, frequent quality checks, no r&d shared

technical reasons, they build cranes too

10 quality, West European, suppliers, buy from local dealers because
of low volume)

11 trust, quality

12 experience, reliability, exclusivity

13 | might be interesting for AH; main future market: africa, south america quality, flexibility, warehouse to have short delivery times, well
known, trust, technical knowledge, able to create a better offer to
the specific customer

14 | inhouse machine in the future, due to annual yearly forecast of demand spontanious, cat wants yearly plan

15 | yes, flexible delivery time

16 | base machine fit, technology, reliability

17 availability, short delivery (esp. with curshers, 2 weeks)

18 | NOTHING quality, flexibility, strong reliable partner, sell OEM solutions in the
department within the group

19

Atzmiiller, Kamande, Sundblad, 2011

78




BACHELOR THESIS

Appendix

Question 8 Question 9 Question 9 a

1 | open for possibilities understanding, discussing yes, definitely

2 | no contract, work together with agents no influence, itOs fine that way- small player, just yes, especially to enter new
extra equipment markets

3 | long term relations, but no contract signing have influence, try to have 2-3 suppliers on small
parts to have price war

4 | yes, ifit helps not much, payment is a big problem in italy - it takes
time to get money from customers

5 | depends, but open matter of volume, future value important

6 | long we are a big company

7

8 | long, costs of changing

9 | continuity control in the partnership

10 | monthly orders, no formal contracts

11 small, not possible with big suppliers partly, yes

12 | not yet, go that way in the future to get new markets | seem to have lots of influence key partnership important, only way

to sell more

13 | flexiblity offer together, work together be there for customers

14 independence, identity lost

15 | plan how many to buy/year; can easily change none, small & comfortable yes, increase partnerQOs portfolio

supplier

16 | if price/quantity fits, yes; not exclusive not much as small customer

17 | yearly contracts, have exclusivity with everdigm

18 top influence

19 | 5y contracts between komatsu and komatsu italia discussion possible get that from HQ
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Question 10 Question 11 Question 12
1 presence in target country, support, yes, definitely
knowledgeable
2 new markets, time saving, ROl is important | reputation, presence in market, reliability yes, already done; good to use pull as well
3 not possible alone out in the market quality, price, reliability, life-time no
4 makes growth possible finance options yes, if it helps, done before
5 regulations (china, brazil, ...), geography, contract, credibility, fit, make investments, not doing that; just if it enhances the value to sell

be near to customer, globalisation

financial health

more

6 globalisation, bigger market, shared R&D good distribution network, quality yes, happily

7

8 quality, not price is imporrtant no

9 strong brand, quality, able to have more or | quality no, own brand strong enough; fit is important
less production capacity (difficult to fire
people in italy)

10

11 no

12 | grow, start to be known more; new quality, exclusivity yes, be known, advertise for each other

markets

13 | brand, presence, support, offer what
customer wants

communication, strong logistics

do co-brand, like it

14 | quality, makes sales easier

spontanity, availability when order comes in

not branded to keep identity; cat helped to ensure

quality, but they have quality themselves too

15 | no must to produce self, well known, easy
to sell, they provide service worldwide,
strong brand

quality

yes, happy with that

16 | price, continuity, same quality for
customer

do it, partly, customer gets confused

17

test 3 months (crushers)

no, just everdigm

18 | stable source, capture bigger markets

more cooperation with R&D

no co-branding

19 | get into more markets

no
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Appendix G - Interview answers — TACHI and partners

Appendix

Question 1 Question 1 a
EsbjSrn long-term, win-win, top management commitment, structured
relationship, strategic fit; max 30% of value bought from 1 supplier
Tony trust, personal relationships (brings trust), good understanding of operational compatibility 1, trust 1, strategic fit 3, ability to
the partner’s business, open book policy, competent, quality communicate 2, interdependence 2, commitment 1
product
Arne buyer’s business model and concept trust 1, strategic fit 5, operational compatibility 4, commitment 1,
interdependence 3, ability to communicate 2
Malcolm highly relevant: specification, price competitiveness strategic fit 2; operational compatibility 2, commitment & trust 2,
ability to communicate 2, interdependence is part of strategic fit
Jonas brand will be obvious, image should not be diluted; win-win-win, commitment & trust: 1, strategic fit 3, long-term (partnerships last
should be complement to regular operations, both add value to the | even longer than strategies), operational compatibility 5
partner
Fredrik TACHI should be commited to their partnerships and be consistent | Strategic fit 1, commitment 2, communicate 4, trust 4, operational
with the business activity. Throughout good times and bad. compatibility 3, interdependence 5.
Christopher, | good communication, technology, understand the other’s Commitment, trust, operational compatibility, interdependence,
purchasing language (technical, understanding each other strategic fit
Gunnar, MD | product fit, cooperation on technical level, price level - high
technical & quality,
Magnus, product, reliability, knowledge & knowhow operational compatibility 1, strategic fit 3, ability to communicate
Technician 5, interdependence 2, commitment & trust 4
Roger, MD not possible for small companies due to finace; avoid expensive trust & commitment
development, get product with higher quality
Mari, sales trust, call and say how things are at the moment (delays, etc), trust 1, ability to communicate 2, commitment & interdependence
ability to communicate 3, strategic fit 4, operational compatibility 5
Sven-Erik, commitment, trust, communication trust, commitment, ability to communicate 1, rest low
purchasing
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Question 2 Question 3 Question 3 a
Esbjoérn 3y+; long-term; reason: big volume & little flexibility possible, willing to adapt, maybe yes, would even require it if they are

revenue; investing in interfaces and
adaption

50/50 possible; terms & conditions are given and
strict

unhappy; offer sales tools and material

Tony long term (8-5y), means more strive for 50/50 - partner is specialist, seller yes, help promote, maybe in a different
commitment from both parties needs to rely on the market, field & product of channel
partner
Arne long term, first agreements; short term: depends on contract, not too much as it creates | just info on how to sell product benefits
orders business risks
Maicolm long term (2-3y), customer might look customers are experts in their markets, so input not in OEM, not really
for flexibility --> long term relationship just if seller could add value
Jonas long term agreements, contracts want to have lot of control, big influence on end support with own channel, increase
sometimes for each machine result as customer base is very related to existing | global footprint, aftermarket is important
Fredrik Start with short-term (one order to one The influence should be high and the partnership | No, TACHI can help with network
year) and than long-term (3 and up). Do | must be profitable. connection globally, but not help with
not go LT to quick. sales support.
Christopher, | long term some control, aftermarket and spare parts are yes, technical information, help how to
purchasing vital sell the technology
Gunnar, MD | long term (because of sharing info), high, mutual, 50/50, yes, network, help to sell the technical
contract, confidential aspect of ingredient
Magnus, short term (1-2 y), currently nothing 50/50, yes, network
Technician
Roger, MD long term, 3-5y; nothing at the moment, | just buy standard product, little to no influence yes, network abroad, use already the
but will come soon on how it looks like, but easy to adapt to that, same dealers in sweden
just warranty has to be minded, so that it is not
lost
Mari, sales short term (1-2 y), no idea of current would love more, but TACHI is big --> difficult to | yes, discussion
get more
Sven-Erik, long term, but not too long - and rather | compatibility & quality are important, small player | yes, use network
purchasing | no limits on how many units need to be | with standardised product - no influence

bought, currently for individual projects
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Question 4 Question 5

EsbjSrn allows for investments in people, machines, technology; makes framework agreement, business plan, forecasted
planning and developing possible; income stream makes investments volume, keeping promises & fulfilling targets, top
feasible; no need to fight for every order; win-win will enhance the management should frequently meet (yearly) and
brand value; increase support in product development be committed to the partnership and agree on

common plans
Tony reduction of cost, free up resources quality, delivery, cost (QDC);
Arne business development in any way; increase turnover on product line, proper business concept, planned usage of part, is
part suitable for the application

Malcolm market & segment extension, incremental revenue, new segments & reasonableness in requests, understanding each
business opportunities the seller would not get into themselves; risk other, give and take; time to build up trust, mutual
reduction due to knowledge & expertise of partner respect

Jonas increase competitiveness, keep competitors out, focus on core legal constraints (due diligence), feel comfortable,
competencies and abilities, be able to offer wider product range to the healthy business, considered as premium provider
same customer base with short time to market, develop markets by in their market
using external resources

Fredrik Increase sales volumes. Not just transactional elling but long term Leverage, ability to pay bills. And that they can
relationship. cover the aftermarket.

Christopher, More profitable and shorter way to go in bushiness A contract or similar and a good feeling

purchasing

Gunnar, MD stronger product, unique, advantages of partner, confidental contract, competitive, exclusivity,

conflict of interest

Magnus, Technician

Swedish, good to do business with own culture

delivery times

Roger, MD not possible alone as a small company, Brand value, brand awareness, | the good brand is already good sign of trust, good
aftermarket sales support is good to have a contract
Mari, sale s bigger markets, knowledge of partner keep promises, provide information on changes
Sven-Erik, purchasing get continuously developed component, good quality, brand name product development, good communication, lead-
time
)
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Question 6

Esbjorn yes, if: benefit is seen, good product --> spin-off; not competing with other products and relationships; No: ethically
questionable (military), political issues, distribution or what is allowed according existing agreements ; would like to see
(powered by TACHIOmore often

Tony first priority: own branded: promotes own brand, ; depends on industry, drilling does not need branding, partnerOs brand
might be more beneficial; whichever supports the market best

Arne matter of product liability , lawyers sue the biggest company who is incorporated in the machine; business risk

Malcolm depending on customer and application (how buyer transfers the brand; would the brand benefit, what is the risk for the
brand); TACHI inside would be good

Jonas powered by TACHI: for DALIA, when it helps in advertising; co -branding in general: Not in TACH]I, sensitive due to brand -
ownership; maybe using some local brands, owned by TACHI

Fredrik yes, powerd by TACHI

Christopher, purchasing

no comment

Gunnar, MD

yes, depending on market, be a stronger team together,

Magnus, Technician

no, TACHI doesnOt want to

Roger, MD

no, this supports the own products and avoids confusing the customer. design makes it anyway easy to recognise

Mari, sales

no, but everybody knows anyway by design

Sven-Erik, purchasing

no, well off alone
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Appendix H - Transformed empirical data

Important factors for maintaining business partnerships

strategic fit Win-Win Win-win, environmental buy locally
service friendly
Operational life-time, deliver on time  quality, price, quality quality quality quality
compatibility quality, price time management
Ability to working technical relationship
communicate relationship information in
time
Inter- R&D, technical recommend shared R&D, no shared
dependence support each other network R&D
Commitment  non-binding, reliability European European
& trust no exclusivity component supplier
st s12 s  s14  s15 s  s1i7  s18  s19
strategic fit well known, create fit
better offer together
Operational quality experience quality, times, spontaneous, delivery time technology availability, time  flexibility, quality
compatibility flexibility, knowledge no yearly plan
Ability to
communicate
Inter-
dependence
Commitment &  trust reliability, trust reliability reliable
trust exclusivity
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strategic fit win-win, long-term, business model and win-win-win, add value

strategic fit concept to partner, brand image,

dilution
Operational quality, competent price competitiveness, complement to regular consistent with business
compatibility specification operations activity
Ability to structured relationship openness, personal
communicate relationship, understand
partner’s business

Inter-dependence max. 30% from 1 supplier
Commitment & trust  top management committed

commitment

strategic fit

Operational technology cooperation, high quality -  knowledge & know-how  higher quality
compatibility high price, product fit
Ability to good communication, call when delays, communication
communicate understanding each other's communicate
language
Inter-dependence not possible alone, avoid R&D
Commitment & trust reliability commitment, trust

4S8 ()%

open open for possibilities yes, if it helps  depends, but open continuity
none no contract, use with agents long term relation, no
contract
short-term
long-term long long, costs
of changing
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open not exclusive, price fit

short-term 1y forecast switch supplier yearly contracts, exclusivity

longterm  yes,marketenty
open
short-term (2-3y) short term short term
flexibility (1-2y) (1-2y)

Influence

High influence, 2-3 suppliers volume big company control

50/ 50 understanding, discussing

High seem to have high top influence

50/ 50 offer together, work together
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High lot of control, high influence,
big influence profitable

50 /50 50/50, strict terms & 50/50 some control, mutual, 50/50
conditions distribution 50/50

Selling support

Yes yes yes yes only way to be there for yes
sell more customers

network

selling
strategies

pressured
support

Yes yes yes just product info support yes yes yes yes yes yes
network different channel network network network  network network
channel

selling sales tools promote how to sell product how to sell
strategies product
pressured require even if

support they are unhappy
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Advantages of strategic partnerships

Market penetration new markets not possible makes growth possible globalisation, bigger market,
regulations globalisation
Value chain be near to customer additional production
capacity

brand quality quality, strong brand

Market penetration new market bigger market

Value chain provide service worldwide
brand market awareness brand, presence, support quality, makes  well known strong brand quality, continuity, price stable source
sales easier

Market penetration market extension, new business  wider product range
opportunities, risk reduction

Value chain planning & developing

brand win-win will enhance long-term relationship
brand value
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Market penetration shorter way to go in business not possible alone bigger markets

ROI more profitable

Value chain stronger product aftermarket sales support

shared R&D unique, advantages knowledge of continuously developed
of partner partner components

brand brand value, awareness good quality, brand

name
culture do business with own culture

Assurances for trust

Commitment &  support, reliability life-time, reliability, finance options financial health, contract, fit, make

stability knowledgeable price investments

brand reputation  quality quality quality
delivery

distribution presence presence distribution network

Commitment & stability exclusivity communication test equipment cooperation with R&D
brand quality quality

delivery availabilityspontaneity

distribution strong logistics

Commitment & agreement, business plan, frequent meetings, keep cost business concept, understanding each feel comfortable, legal pay bills, leverage
stability promises & fulfill targets, common plans, forecasts usage of part other, mutual respect constraints, healthy business
brand premium provider
delivery delivery reasonableness in
requests (ordering)
distribution cover aftermarket

Commitment & stability good feeling, contract exclusivity, conflict of interest, contract contract keep promises communication, product development
brand brand

delivery delivery times lead time

distribution
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Co-branding

Yes yes yes yes just if it enhances value yes

stronger together

better to support own products

powered by

business / brand risk

Yes yes do co-brand yes yes

stronger together advertise for each other

better to support own products

powered by

business / brand risk

Atzmiuller, Kamande, Sundblad, 2011

91



IHS%&! () $%+ + ) ) " /012 )

Yes yes depends depending yes yes
on market

stronger benefit, not be
together competing products stronger
together

better to support supports own
own products product if not done

powered by powered by TACHI powered by powered
inside by

business / brand business risk for
risk risk, product  brand
liability
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Linnaeus University — a firm focus on quality and competence

On 1 January 2010 Vaxjo University and the University of Kalmar merged to form Linnaeus University. This
new university is the product of a will to improve the quality, enhance the appeal and boost the development
potential of teaching and research, at the same time as it plays a prominent role in working closely together with
local society. Linnaeus University offers an attractive knowledge environment characterised by high quality and
a competitive portfolio of skills.

Linnaeus University is a modern, international university with the emphasis on the desire for knowledge, creative
thinking and practical innovations. For us, the focus is on proximity to our students, but also on the world around
us and the future ahead.

Lnu.se

Linnzus University
SE-391 82 Kalmar/SE-351 95 Vix;jo
Telephone +46 772-28 80 00



