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Title: Buyer-Supplier Perspectives on Practices, Success Factors and Barriers in
Supplier Development using Multiple-Case Study Approach in the Food Industry in
Sweden.

Background: The evolving business environment in the past two decades has brought
new business practices to help in delivering high quality products to the customer at low
costs. Among these new practices is outsourcing which highlights the role of suppliers.
The difficulty of finding suppliers that possess the right capabilities to deliver high
quality components with high delivery performance has led buying firms to use supplier
development (SD) to enable suppliers satisfy the needs of the buying firms. Developing
a supplier helps in improving its performance and enables both the buyer and the
supplier to reap short and long-term benefits from an SD relationship.

Purpose: The purpose of this research is to identify, exemplify and interpret the
practices, success factors and barriers in Supplier Development within buyer — supplier
dyads. Three dyads are examined based on the views of both the buyer in this research
and its three main suppliers in the food industry in Sweden.

Method: This research is conducted under the umbrella of the phylosophy of
Interpretivism with a focus on the Hermeneutics tradition. The research strategy is
qualitative and the theory is based on a deductive approach. A holisitic multiple-case
study design is applied on a buying firm and its three main suppliers in the food
inductry in Sweden. The data is collected through semi-structured interviews with the
firms and analysed by using within case, cross case and pattern matching methods. The
research quality (truth criteria) is based on trustworthiness and authenticity.

Result, conclusion: From the SD practices, success factors and barriers identified in the
literature review, 10 practices are performed in the buyer — supplier dyads, 11 success
factors reinforce the dyadic relationships and 2 main barriers hinder these relationships.

Key words: Supplier Development (SD), SD Practices, SD Success Factors, SD
Barriers, Interpretivism, Hermeneutics
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1. Introduction

T his introduction chapter gives an overview of the subject and the motivation for
this thesis. It starts with a brief explanation about buyer-supplier relationships in
supply chain management and specifically the supplier development concept from buyer
and supplier perspectives. Furthermore, the problem statement gives an overall insight
to the practice of supplier development between the studied firms, its success factors
and barriers which are the issues being investigated.

1.1. Background

Companies have been faced with economic and industrial changes in the past two
decades such as organization reengineering and downsizing such that the focus on core
competences has reformed supply chain (SC) structure (Yeh, 2008). Organizations have
realized that they are part of a larger system (Hau, 2010; New 2010) and delivering
customer value at lowest cost is not only related to the activities, functions and
processes within the organization itself but also to the entire SC (Kogoglu et al., 2011;
Wu et al., 2011; Hartley and Choi, 1996).

In this respect, Chan (2003, p. 534) emphasizes that “[t]he supply chain [...] is a
network of companies which influence each other”. Buying companies continuously
seek to reduce the cost of supplies from suppliers upstream and increase customer value
to consumers downstream (Chima, 2007) thereby gaining competitive edge which

ensures their existence on the global market (Carlin and Dowling, 1994).

1.1.1. Buyer — Supplier Relationship

In the last decades a strong development in outsourcing could be observed (Janda et al.,
2002). American multinationals outsourced their production to Asian countries and were
imitated by European multinationals — Wall Mart, Mattel, Esquel, Addidas and Siemens
(Hau, 2010). The globalization of the market situation and competition, demanding
customers, rapid technological changes, low prices and decreasing product life cycles

1



Linnaeus University

School of Business and Economics

have forced organizations to focus on what they can do best while outsourcing other
activities that are better performed by other firms (Arroyo-Lopez et al., 2012; Wu et al.,
2011; Wagner, 2006a; Handfield et al., 2000; Krause et al., 1998; Hartley and Choi,
1996).

The performance of suppliers has a great impact on the products of the buying firm
(manufacturing or outsourcing firm) (Krause et al., 1998) so manufacturing firms are
becoming more aware of working closely with suppliers (Talluri et al., 2010; Lawrence,
2004; Monczka et al., 1993).

Buying firms understand that they cannot limit themselves to their firm boundaries
anymore as Wagner et al. (2011, p. 29) outline in their study that “The concept of
fostering relational bonds leading to reliable repeat business has evolved to a concept

of building long-term relationships among partners in a supply network”.

Consequently, to meet the ever-increasing market competition (Krause and Ellram,
1997a) and remain competitive, (Monczka et al., 1993) companies depend on the
capabilities and performance of their suppliers (Arroyo-Lépez et al., 2012; Talluri et al.,
2010; Wagner 2010; Wagner, 2006a; Krause et al., 2000; Krause et al., 1998; Krause
and Ellram, 1997a,b; Hartley and Choi, 1996). This dependence manifests the necessity
of an effective management of the SCs (Carr and Kaynak, 2007; Krause et al., 1998).

It is worth noting that for each dollar a company earns on the sale of a product, it spends
about 50% on purchase of raw material, components and services for the manufacturing
of that product (Ferreira and Borenstein, 2012; Tully, 1995 cited in Krause et al., 1998;
Galt and Dale, 1991; Lascelles and Dale, 1990) and this percentage is likely to rise due
to the continuous outsourcing (Handfield et al., 2000). Therefore, much attention should
be given to suppliers whose performances add to the competitive advantage of buying
companies. Gadde and Snehota, (2000) as cited in Moeller et al. (2006, p. 71), point out:
“Suppliers can do much more than delivering reasonable priced items on request”. As a
result, enterprises seek to manage, develop as well as maintain their interactions with
their suppliers i.e. buyer—supplier relationships. These relationships have to be in a
cooperative mode which Kraues and Ellram (1997a) refer to as working jointly with
suppliers in order to realize performance improvements and long-term mutual benefits
(Li et al., 2012; Wagner and Krause, 2009; Wagner, 2000).
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1.1.2. Supplier Development

Achieving cooperative inter-organizational relationship is a challenge for enterprises
within the SC to meet the buying firm’s competitive needs (Krause et al., 1998).
Shifting from transactional trade-off (Goffin et al., 2006) to cooperative-oriented
purchasing between suppliers and buyers (Sdnchez Rodriguez, 2009; Wagner, 2000;
Krause et al., 1998) is a gateway between suppliers and buying firms to create and
deliver value for customers (Moeller et al., 2006) and requires establishing supplier
relationship.

In 1997, Global Business Study survey of North American firms mentioned that the
companies seek for the better management of their supplier structures and almost 500
CEOs of large organizations consider supplier relationship management (SRM) as “most
critically important” for the success of their company (Wagner, 2000, p. 21). The goal
of SRM is to make the relationships between a buying firm and its suppliers more
effective (Ferreira and Borenstein, 2012; Croxton et al., 2001) in order to optimize the

portfolio of the suppliers (Moeller et al., 2006).

According to Wagner (2000), supplier management (SM) is one of the appropriate
methods to reinforce SRM i.e. get the maximum benefit of potential advantages in buyer
and supplier relationships. SM can be regarded as “the practice of planning,
implementing, developing, and monitoring company relationships with current and
potential suppliers” (Ibid, p. 21) or “organizing the optimal flow of high-quality, value-
for-money materials or components to manufacturing companies from a suitable set of
innovative suppliers” (Goffin, Szwejczewski and New, 1997 cited in Wagner, 2003) in

order to meet sustainable competitive advantage.

As Arroyo-Lopez et al. (2012, p. 681) point out; a crucial phase of SM considers the
“potential [of] gradually changing the features or properties of the suppliers which can
establish the supplier base, also called supplier development [SD]”. As supply chain
management (SCM) focuses on generating and delivering customer value through the
management of the relationships of a focal company and its suppliers as well as its
customers (Christopher, 2005), SD can be regarded as one of the basic and critical
concept in SCM (Bai and Sarkis, 2012; Mortensen and Arlbjarn, 2012). This is because
an effective SCM synchronizes the flow of materials, components, products and
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information along the SC (Krajewski and Ritzman, 2004 cited in Carr and Kaynak,
2007).

Most SD definitions consist of “supplier(s)’ capabilities and performance improvement”
(Praxmarer-Carus et al., 2013; Arroyo-Lopez et al., 2012; Li et al., 2012; Mortensen
and Arlbjgrn, 2012; Ghijsen et al., 2010; Sanchez-Rodriguez, 2009; Li et al., 2007;
Handfield et al., 2000; Krause et al., 1998; Krause and Ellram, 1997 a,b; Hartley and
Choi, 1996). Two outstanding definitions of SD that have influenced the work of most

researchers are stated below and serve as the basis of this research.

“Any effort of a buying firm with its supplier(s) to increase the performance and/or
capabilities of the supplier and meet the buying firm's short- and/or long-term supply
needs” (Krause and Ellram, 1997b, p. 21). However, Krause et al. (1998, p. 40) define
SD a little more differently as “any set of activities undertaken by a buying firm to
identify, measure and improve supplier performance and facilitate the continuous
improvement of the overall value of goods and services supplied to the buying

company’s business unit”.

Li et al. (2007) argue the above-mentioned improvement in supplier performance can
take place within the unique exchange relationships developed between the buyer and its
supplying firm(s). Since the performance of the buying firm is impacted by that of its
suppliers (Krause et al., 1998) as stated above, this improvement in supplier
performance should enable the buying firm to reap benefits from its SD efforts (Li et al.,
2007). This explains why there is a growing interest in SD by businesses and scholars
(Li etal., 2012).

1.1.3. Generic Visualization of the Study Object

SD might be implemented on a one-to-one basis between a buying firm and one or more
of its suppliers’ i.e. a dyadic relationship or it may be a more 'global’ effort that takes
place between a large customer firm and a group of its immediate suppliers i.e. supplier
associations (Krause and Ellram, 1997b). According to Mortensen and Arlbjgrn (2012),
an inter-organizational perspective of SD indicates that content, process and structure
are developed from a dyadic perspective i.e. buyer and supplier views. In this regard,

SD is examined in this thesis in buyer-supplier dyads i.e. the perspectives of buying
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firm(s) and their main and immediate suppliers are involved in this research. Figure 1.1

below illustrates the portion of the SC that is in focus in this rsearch.

Figure 1.1: Focus of this research in a Generic Supply Chain

Source: Own Creation

1.2.  Problem Discussion

As buying firms become more aware of the necessity to work with suppliers to improve
their performance and gain competitive advantage (Proxmarer-Carus et al., 2013;
Ghijsen et al., 2010; Li et al., 2007; Goffin et al., 2006; Krause et al., 1998; Krause and
Ellram, 1997a, b), they are motivated to invest assets and resources in SD programs
(Krause et al., 1998). These investments can possibly lead to identifying suppliers for
strategic partnerships. Consequently, SD programs are selective strategic investment
processes requiring sustained commitment of the buying firm for the long-term in order

to see any positive results (Talluri et al., 2010).

Many manufacturing companies recognize the possibility of the strategic and long-term
benefits of SD (Wagner, 2010). However, it is difficult for buying firms to find
organized suppliers to satisfy their requirements (Krause and Ellram, 1997a).

Consequently, buying firms turn to develop their suppliers through SD as one of the
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ways to enable the suppliers to improve their capabilities and capacities (Carr and
Kaynak, 2007; Krause et al., 1998; Hartley and Choi, 1996). Thus, buying firms as well

as their respective suppliers should be engaged in any SD program as shown below.

Figure 1.2: Buyer and Supplier’s Perspectives on Supplier Development

Dyadic Perspective

Supplier’s Perspective Buyer’s Perspective

Source: Own creation

1.2.1. The Practice of Supplier Development

Effective competition of a company on the global market requires it to have a network
of competent suppliers. By establishing a SD program, such a network can be achieved
and sustained for the long-term as it improves the capabilities of the suppliers to respond
positively to the always changing and increasing competitive demands of the buying
firms (Hahn et al., 1990).

The necessity of SD to be sustained for the long-term in order to reap its benefits
(Talluri et al., 2010; Wagner, 2010) requires collaboration of the buyer and its supplier
in the dyadic relation from the inception to the long-term. Consequently, both buying
firm and supplying firm must evolve together to satisfy the ever changing requirements
of the buying firm. The practice of SD between these partners i.e. the application of SD
activities between them with time is important to attain such benefits. Thus, it is good to
know the story of what buyer and supplier have been doing in relation to SD (Terpend et
al., 2008).

However, to the best of this researcher’s knowledge, there is little research literature

available on the practice of SD between firms especially from a dyadic perspective.
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Terpend et al. (2008) found in their research that only 6 articles of 151 reviewed treated
the dyadic perspective of SD with buying firm and supplier responding to the concerns
of SD. Thus, this research adds to the available literature on dyadic buyer-supplier
investigations in SD. Furthermore, there is minimal attention to supplier’s standpoint in
SD literature. This is supported by Nagati and Rebolledo (2013) and Mortensen and
Arlbjgrn (2012) who explain that most attention is devoted to the buying firms’ point of
view, a perspective that can add valuable insight. According to investigations by
Mortensen and Arlbjgrn (2012) as well as Wouters et al. (2007), the existing literature
review in respect of SD is mostly done based on surveys and questionnaires. Therefore,
the above mentioned issues give the motivation to write the story of the practice of SD

at least based on the buyer-supplier dyads of the companies in this research.

1.2.2. The Success Factors in Supplier Development

The purchasing function has an important role towards the operations strategy of a firm
as it must ensure that the performance and capabilities of the suppliers are in line with
the competitive strategies of the buying firm (Wagner, 2000; Krause et al., 1998). In this

respect, SD is a good tool to adjust any deficiencies of the supplier (Krause et al., 1998).

Li et al. (2012), Krause et al. (2000), Hartley and Choi (1996) and Hahn et al. (1990)
state an increasing acknowledgement and consensus that SD is important and has a
activities by also involving the suppliers’ views and motivations so as to increase the

potential value of the buyer-supplier relationship (Mortensen and Arlbjgrn, 2012).

These measures are good for overcoming suppliers’ reluctance to engage in these
programs and assure a long-term perspective to the programs. This means that buying
firms create and deliver customer value through realignment with their suppliers’
performance, capabilities and responsiveness in order to match the buyers’ requirements
(Krause and Ellram, 1997a). Consequently, Sanchez-Rodriguez (2009), Nagati and
Rebolledo (2013) as well as Li et al. (2012) declare, that both buyers and supplier play a
vital role to meet their overall goals and gain competitive advantage in the market.

The result of using SD programs is the high availability of products, better delivery
speed or on-time delivery, reliability and cooperation in product design (Carr and
Kaynak, 2007; Krause et al., 1998; Hartley and Choi, 1996). This reduces uncertainty in
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the operations of buying firms thereby decreasing long-term transaction cost. Buyer-
supplier long-term partnerships built in SD programs and business dealings discourage

opportunistic supplier behaviors (Li et al., 2012).

Since buyer and supplier play important roles to meet their overall goals through SD
programs that result in success and benefits to the dyads, the arising problem is to
identify the factors that contribute to the success of such a program in the buyer supplier
dyads under study.

1.2.3. The Barriers to Supplier Development

Krause and Ellram (1997a) as well as Mortensen and Arlbjern (2012) first suggest that
firms that are satisfied in their SD commitment seem to be those that communicate more
effectively with suppliers and invest the necessary resources and willingness in SD
activities that include supplier evaluation, supplier training and supplier award
programs. However, they also emphasize that deficiency in effective communication is a

barrier to SD as well as the lack of buying firm credibility.

Lawrence, (2005) as cited in Praxmarer-Carus et al. (2013), observes that buyers do not
usually incorporate the expectations of the suppliers in deciding on SD programs or seek
the feedback from them even though supplier satisfaction is a major determinant of a

profound and quality relationship that contributes to the buyers’ performance.

Krause and Ellram (1997a) state that the lack of buying firm power (percentage of
suppliers output purchased by the buying firm) constitutes a serious reason why
suppliers are reluctant to engage in SD efforts. According to Talluri et al. (2010), buying

firms are usually reluctant to invest in SD for the following reasons:

i. Lack of immediate returns from the investment.
ii. For an unsuccessful buyer-supplier relationship, the benefits may not
counterbalance the incurred expenses.
iii. SD programs are useful depending on the already acquired capabilities of the
suppliers and the buyers’ effectiveness in financing the programs. This means that
returns from the programs may vary from one supplier to the other leading to risk

arising from uncertain returns.
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Ghijsen et al. (2010) summarize that implementing a SD program does not necessarily
bring successful results to the buyer-supplier dyads. Thus, the difficulties that can bring

failure in SD in the studied dyads need to be identified to enable the search for solutions.

All the above problems make it interesting to study and understand the practice, the
success factors and the barriers to SD programs in the studied firms from the buyers and
suppliers’ perspectives. These dyadic (buyer and supplier) stories and views of SD in

the case companies constitute the main specificity and contribution of this study.

1.3.  Research Questions (RQ)

In view of the above explanations and problems, it is important to investigate the link or

influence of SD to the success or outcomes for the supplier and buying company.

e RQ 1. What are the practices in supplier development from the

perspectives of the buying firm and its suppliers in this research?

e RQ 2. What factors lead to a successful supplier development program
from the perspectives of the buying firm and its suppliers in this

research?

e RQ 3. What are the barriers to supplier development from the

perspectives of the buying firm and its suppliers in this research?

1.4. Purpose

Following the problem statement and research questions above, the purpose of this
research is to identify, exemplify and interpret the practices of SD in buyer-supplier
dyads as well as the success factors and barriers in the SD efforts of the buying and
supplying firms. This is achieved by investigating these aspects of SD from the
perspectives of the buying firm and its suppliers’ respectively. This dyadic case study
approach contributes to the uniqueness of this research with the goal of contributing to a

better understanding of SD in these firms.
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1.5. Disposition of the Research

Figure 1.3: Disposition (organization) of this research

This chapter introduces and describes the background to supplier
development in a general manner from both buyer and supplier
Introduction perspectives respectively. It also discusses the problem statement which

subsequently leads to the research questions and the purpose of the study.
The chapter ends with the formulation of the disposition or organisation
of the research.

This chapter mentions different research philosophies and focuses on the

Hermeneutics tradition observed in this research. Important aspects such

Methodology as research strategies, approaches, design, empirical data collection and

\ =-the elements of research quality such as trustworthiness and authenticity
~are explained. The motivation for using any methodological aspects is

explained by the author.

k This chapter presents the relevant theory gathered from 91 scientific
Theoretical articles of previous researches on Supplier Development (SD) related to
Framework the research questions in this research. It highlights the SD practices,

: success factors and barriers identified in the scientific articles in this area.

This is first written before collecting the empirical data because this is a
deductive research.

This chapter presents the data collected from the four companies
involved in this research. Sorensens Chark AB is the buying
Empirical company. Its three main suppliers with which it forms three dyads in
Data this study are Bemis AB, Caneb AB and Formidabel AB. Each
® company gives its view on SD practices, success factors and barriers

in the buyer-supplier relationship.

This analysis is divided into two main parts. The first part is within
case analysis where the views of the buyer, Sérensens AB and each of
its suppliers are combined to form three case dyads. The second part
is the cross case analysis with pattern matching where the views
across the case dyads are compared and matched with the literature
review to highlight any similarities or differences.

This chapter summarises the results from the analysis and gives

) answers to the research questions i.e. identifying the Supplier

Conclusion Development practices, success factors and barriers in the three

" == dyads. It also states the limitations to the research and gives possible
ideas for further research related to Supplier Development.

Source: Own creation
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2. Methodology

T his chapter deals with the general ideas that govern every research. It is concerned with
the philosophy of the research, the research strategy, the approach, the design, the
sampling method, the data collection, the research quality and ethics. It also explains how each
of these aspects is applied or respected in trelation to supplier development in this research. The
justification for the use of any strategy approach or method in this research is also given in this

chapter. A map showing the systematic flow of ideas closes the chapter.

2.1. Research Philosophy

Research is a building block in understanding and taking decisions on important and
even basic everyday phenomena and issues (Ghauri and Grgnhaug, 2005). In this regard,
Saunders et al. (2009, p. 5) define research as “something that people undertake in order
to find out things in a systematic way, thereby increasing their knowledge”. Thus,
research philosophy can be regarded as a tool that is used to make the link between the
development of knowledge and the nature of that knowledge in a specific field. In other
words, the researcher’s view point in terms of the relationship between knowledge and
the process of its development affects the philosophy that the researcher tends to choose
(Ibid).

The nature of knowledge and its development are based on the ontological and
epistemological assumptions we make of it (Saunders et al., 2009). Ontology is the
assumptions we make about the way the world works i.e. assumptions about the nature
of reality or the truth while epistemology refers to what we consider as acceptable
knowledge in a particular field of study or what knowledge we have of the realities in
the world. Consequently, research philosophy enhances the researcher’s understanding
of his or her research approach and framework in a particular fieldwork (Ibid).
According to Bryman and Bell (2011) there are two research philosophies in respect of

epistemological considerations which are positivism and interpretivism.

11
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2.1.1. Positivism

According to Durkheim (1964), as cited in May (1997) as well as Bryman and Bell
(2011), the positivist perspective studies the social reality in the same way as natural
scientists e.g. the physicist, chemist or physiologist. The term objectivity is defined by
positivism i.e. positivists observe and explain natural science and social life objectively
in the same way as natural phenomena (May, 1997). They exclude themselves from the
topic, describe and anticipate behaviour of the phenomena based on empirical data
collection on the social environment, and “produce a set of true, precise and wide—
ranging laws” (Ibid, p. 10). He describes that in this process, positivists explain human

behaviour in terms of cause and effect.

2.1.2. Interpretivism

According to Bryman and Bell (2011, p. 17) Interpretivism is “an alternative to the
positivist orthodoxy”. They mention that studying people and their institutions is
different from natural science and demands a kind of logic to explain the distinctiveness
of humans. Interpretivism argues that the social worlds of business and management are
more complex to put them in generalized principles like physical science. Interpretation
is shaped according to the researcher’s set of meanings that he or she gives to the world.
Furthermore, some authors claim that the Interpretivism perspective is appropriate in
business and management research (Saunders et al., 2009).

Prasad (2005) defines five interpretive traditions; Symbolic Interactionism (searching
for self and meaning), Hermeneutics (the interpretation of texts), Dramaturgy and
Dramatism (social life as theatre and stage), ethnomethodology (the accomplishment of
ordinary lives) and ethnography (cultural understandings of natives). The tradition in

Interpretivism used in this research is Hermeneutics.

The linguistic root of Hermeneutics is from the Greek word hermeneutikos, meaning
“the process of clarifying and explaining, with the intent of making the obscure more
obvious” (Bauman, 1978 cited in Prasad, 2005, p. 31). According to Bryman and Bell
(2011) the term Hermeneutics in social science can be regarded as a method for

interpreting human actions.

12
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Further, Prasad (2005, p. 38) mentions that “hermeneutics is centrally concerned with
texts, over and above human action and conversation”. In this respect, she asserts that
the philosophy of hermeneutics considers text and interpretation through the central
concepts in this tradition which are the hermeneutic circle (the part can be understood
from the whole and vice versa), layers of texts (go beyond the text’s obvious meaning
and get its hidden meaning), relating to text (make a relationship between text and
interpreters) and authors intentionality (a text is more than its author’s voice). In shorts,
“hermeneutics is the study of understanding especially the task of understanding texts”
(Palmer, 1988. p. 8).

2.1.3. Motivation for using the Hermeneutic Tradition of the Interpretive

Philosophy

In studying SD in this research, it is necessary to examine the buying firm, Sérensens
AB and its immediate and critical suppliers’ collaboration from their perspectives. In
order to investigate the practices, success factors and barriers in SD, it is essential to
understand the meaning of SD through the interpretive lens. The intention is to describe,
exemplify and interpret the meaning given to SD by the actors involved i.e. the buyer
and its suppliers, Bemis AB, Caneb AB and Formidabel AB. This is supported by
Williams (2000, p. 210) who considers interpretivism as necessary in order to interpret
“the meaning and actions of actors according to their own subjective frame of
reference”. Given that this research contributes to the knowledge on SD, the relationship

between Stérensens AB and its suppliers has to be considered from their perspectives.

According to the hermeneutics tradition, the two types of texts for consideration are text
as an actual text and text as a metaphor. In contemporary social science, an actual text
can be regarded as an electronic mail, financial statements, minutes of meetings,
agendas of official letters, instructions, etc. Text as a metaphor can for instance relate to
a ballet performance, a picture, a marketing presentation or a meeting in an organization

etc. that could be treated and analysed as if they were texts (Prasad, 2005).

In this respect, Bryman and Bell (2011) assert that hermeneutics can be regarded as a
strategy that establishes a relationship between texts as documents and social actions

and other non—documentary phenomena. It is vital to consider the relationship between

13
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understanding the text from its author’s perspective and the social and historical context

of its production (1bid).

It is noticeable that there is no precise framework that Prasad (2005, p. 39) named as
“sets of formulas and protocols”. It means that each researcher can have his or her own
unique path in analysing and interpreting according to the nature of the text and its
context. Thus, researchers using this tradition have an open role while solving their
research problems. This tradition also implies that the researcher gets closer to the
research object based on the understanding of the actors where the thoughts, impressions
and knowledge of the researcher are considered as assets in order to interpret and
understand the research problem (Ibid).

These facts constitute the motivation for using hermeneutics in studying SD in the
studied dyads between Sérensens AB and its three main suppliers. This means that the
views of Sorensens AB and its suppliers in their respective dyadic relationships as the
actors in SD are registered as text by getting close to them. This researcher then applies

the freedom from hermeneutics to analyse and interpret these views.

2.2. Research Strategies: Quantitative and Qualitative Research

In doing research, a researcher should decide what kind of data and information
collection strategies can be appropriate in order to answer the research questions in a
particular research area and purpose. Thus, method selection depends on research
problem, research questions as well as the researcher’s judgment (Saunders et al., 2009).
Bryman and Bell (2011), define two main strategies in terms of broad orientation to
business and management research: qualitative and quantitative. It is noticeable that
these two methods can be mixed in order to reinforce their strengths and offset the
weaknesses to some extent. However, such integration is not acceptable for all writers in
research method (Ibid). Saunders et al. (2009) consider research strategy as data

collection techniques and data analysis procedures.

2.2.1. Quantitative Strategy

According to Bryman and Bell (2011), quantitative research refers to quantification in

the data collection and the relevant analysis as well as measurement engagement. It

14
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consists of a deductive approach in order to reveal a relationship between research and
theory and testing that theory. Using quantitative data and applying statistical criteria
provides hypotheses test with objectivity since numbers are not influenced by the
researcher’s opinion i.e. there is no interpretation (Hair et al., 2003). Moreover, it has
mostly positivistic perspective and includes norms of the natural science model with
view of social reality as an external aspect (Bryman and Bell, 2011).

2.2.2. Qualitative Strategy

Qualitative research refers to descriptive data such as interviews, documents and
participant observation to understand and explain social phenomena (Meyers, 1997). In
other words, the qualitative method emphasizes social processes and not social
structures and according to Ghauri and Grgnhaug (2005, p. 110), it refers to “a mixture
of the rational, explorative and intuitive, where the skills and experience of the
researcher play an important role in the analysis of data”. It is worth noting that the
subjective opinion of a researcher is engaged in qualitative study in order to “resolve

any ambiguous meaning” (Hair et al., 2003, p.74).

Qualitative research mostly focuses on the inductive approach to make the relationship
between research and theory as well as the generation of theories (Bryman and Bell,
2011). Moreover, it emphasizes on meaningfulness of the study and thus is not
impressionistic (Taylor and Bogdan, 1998). It is a way to find out how individuals
perceive their social world and consists of “viewing social reality as a constantly
shifting emergent property of individuals’ creation” (Bryman and Bell, 2011, p. 27).
This means that a researcher in this strategy mostly looks at the social world through the
eyes of people and interprets it from the perspective of the people being studied.

As foreshadowed briefly, qualitative methods tend to generate theory rather than testing
it (Ibid). However, Silverman (1993), as cited in Bryman and Bell (2011), argues that
recently the qualitative research strategy is used in testing theories which reflects the
growing maturity of this strategy. The differences between quantitative and qualitative

strategies are shown in the table below:
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Table 2.1: Differences between Qualitative and Quantitative Strategies

Qualitative Methods Quantitative Methods

e Emphasis on understanding e Emphasis on testing and verification

e Focus on understanding from
interviewee's/information’'s point of
view /Point of view of participants

e Focus on facts and/or reasons for social
events /Point of view of researcher

e Observations and measurements in

natural settings (Words) e Controlled measurement (Numbers)

e Subjective 'insider view' and e Objective 'outsider view' distant from data
closeness to data (Researcher close) (Researcher distance)
e Process oriented e Result oriented (Static)

e Hypothetical-deductive, focus on

e Explorative orientation hypothesis testing

e Holistic perspective e Particularistic and analytical

e Generalization by comparison of
properties and contexts of
individual organism (Contextual
understanding)

e Generalization by population membership

¢ Rich, deep data e Hard, reliable data

e Micro (small-scale aspects of e Macro (large—scale aspects of social
social reality) trends)

e Unstructured e Structured

e Meaning of action e Behavior of people

e Natural settings e Atrtificial settings

e More useful to discover e More useful to test

¢ Results subjective e Result objectives

e Small sample (1-50) e Large sample (over 50)

Source: Ghauri and Grgnhaug (2005, p. 110); Bryman and Bell (2011, p. 410); (Hair et
al., 2003, p. 76)

2.2.3. Motivation for doing a Qualitative Research

The qualitative approach can be used when a researcher tends to uncover and understand
a phenomenon in which knowledge about the field is not ample. Additionally,
qualitative research is done due to the previous experience and skills of the researcher
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and for context discovery (Ghauri and Grgnhaug, 2005). Moreover, according to Strauss
and Corbin (1990), cited in Ghauri and Grgnhaug (2005), the qualitative method is
highly appropriate for studying organizations, groups and individuals. In respect of these
views, the qualitative method is applied in this research to study SD in Sérensens AB
and its main supplying firms in a dyadic manner. Prasad (2005, p. 31) affirms, “With
the growing interest in qualitative and other naturalistic forms of inquiry, hermeneutics

has begun to exert a strong influence on the social science”.

Furthermore, the use of the qualitative approach in this research allows deep and rich
descriptive data in order to identify, exemplify and interpret the practices, success
factors and barriers in SD within the dyads between Sérensens AB and its three main
suppliers as supported by Bryman and Bell (2011). In this respect, Hair et al. (2003)
also state that qualitative methods are suitable for a deeper understanding to discover

hidden motivations, values and information on a few characteristics.

In addition, Taylor and Bogdan (1998, p. 10) assert that qualitative research is a “craft”.
It refers to unique and non-standardized nature of research that allows the researcher to
be flexible about conducting a study. This research makes use of such flexibility in the
interviews and interpretations to map out carefully the practices, success factors and

barriers in SD within the three dyads in this study.

Betti (n.d.) cited in Palmer (1988) asserts that individual parts structure the whole i.e. in
order to catch the whole meaning of the context as in hermeneutics, it is vital to
understand deeply the individual meanings. Schleiermacher, (n.d.) cited in Palmer
(1988) gives the hermeneutical circle, which illustrates the reciprocal interaction
between the meaning of every individual part and the meaning of the context i.e. the
whole. For this reason, the practices, success factors and barriers in SD in each dyad are
investigated by questioning the individual partners i.e. the buying firm Sérensens AB
and its important suppliers Bemis AB, Caneb AB and Formidabel AB. The combined

views within each relationship provide the situation of SD in the context of each dyad.

The practice of hermeneutics does not see the context as separate from the interpreter’s
horizon. The relationship between understanding and experience is important in human
studies (Palmer, 1988). The explanation here is that it is not possible for the interpreter

to see itself apart from its own pre—understanding of the study and fieldwork thus, the
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initial understanding of this researcher on SD from previous researches plays a role on
the interpretation of the collected data.

2.3. Research Approach Theory: Inductive vs. Deductive

According to Bryman and Bell (2011), there is an important factor in terms of the
relationship between theory and research. Ghauri and Grgnhaug (2005) mention that the
two main ways of establishing what is true or false and to draw conclusions are

induction and deduction.

2.3.1. Induction- Building Theory

The emphasis in the inductive approach is on generating theories from collected
empirical observation and as evidence in improving existing theories (Ghauri and
Grgnhaug, 2005) i.e. theory is the outcome of research (Bryman and Bell, 2011). The
process starts from assumptions to conclusions as follows: observations =» findings =
theory building/formulation i.e. theory follows data (Bryman and Bell, 2011; Ghauri and
Grgnhaug, 2005; Saunders et al., 2009). However, Ghauri and Grgnhaug (2005) discuss
that researchers cannot be 100 per cent sure in respect of inductive conclusions, e.g.

election result.

2.3.2. Deduction — Testing Theory

According to Bryman and Bell (2011), deductive theory is the most common
relationship between research and theory. Deduction refers to achieving the conclusion
through logical reasoning i.e. “it needs not be true in reality, but it is logical” (Ghauri
and Gronhaug, 2005, p. 15). Deduction is concerned with testing and developing theory
rather than building or generating it and tends to explain the relationship between
variables (Saunders et al., 2009) which means: theory =» observations =» findings case
(Bryman and Bell, 2011). Deduction involves several steps with a clear and logical
sequence. However, the last step of this process i.e. revision of theory, can involve
induction (Ibid).

It is noticeable that deductive approach is mostly used in quantitative research through

quantitative data collection and inductive approach is applied in qualitative research.
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However, Sanders et al. (2009, p. 124) believe that “such labeling is potentially
misleading and of no real practical value” and thus, both approaches can be used in
quantitative or qualitative methods. Further, Bryman and Bell (2011, p. 14) argue that
there is no clear distinction between deduction and induction and that it is a matter of
tendency rather than a “hard—and—fast distinction” due to the relationship between the

nature of theory and research in terms of the research topic or area. The Table below

reveals the main differences between deductive and inductive research approaches.

Table 2.2: Major Differences between Deductive and Inductive Research Approaches

Deduction emphasis

Induction emphasis

Scientific principles *

Gaining an understanding of the meanings
humans attach to events

Moving from theory to data

A close understanding of the research
context

The collection of quantitative data o

The collection of qualitative data

The application of controls to ensure
validity of data

A more flexible structure to permit
changes of research emphasis as the
research progresses

The operationalization of concepts to o
ensure clarity of definition

A realization that the researcher is part of
the research process

A highly structured research J

Less concern with the need to generalize

Researcher independence of what is
being researched

The necessity to select samples of
sufficient in order to generalize
conclusion

Source: Saunders et al. (2009, p. 127)

2.3.3. Motivation for using a Deductive Approach

This research follows mainly a deductive approach i.e. the theory of the research is
constructed from existing research literature on SD gotten from scientific articles and
then this is tested by collecting empirical data in the area of SD from the buyer
Sorensens AB and its three main suppliers Bemis AB, Caneb AB and Formidabel AB.
This approach is supported by Bryman and Bell (2011, p. 13) who argue that “... not
only does much qualitative research not generate theory, but also theory is often used as

a background to qualitative investigations”.
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2.4. Research Design

Bryman and Bell (2011) identifies the following research designs: experimental, cross—
sectional or social survey, longitudinal design, case study and comparative design. This
research is a qualitative case—study design with a perspective of both buying firms and
its first tier and key supplier(s). Case study can be regarded as a research strategy on a
particular phenomenon in real life based on empirical investigation (Robson, 2002 cited
in Saunders et al., 2009) which in this research is SD. This is very common in business
research (Eisenhardt and Graebner, 2007 cited in Bryman and Bell, 2011). Case study
strategy also provides a deep understanding of the context of a research. It focuses on
existing events and gives answers to the “how” and “why” research questions (Yin,
2012).

In this respect, Yin (2009, p. 18) presents the following definition of case study as a
research design: “A case study is an inquiry that investigates a contemporary
phenomenon in depth and within its real-life context, especially when the boundaries
between phenomenon and context are not clearly evident”. Therefore, case study
investigates the context and complexity of the cases in order to achieve a better
understanding of the condition (Ibid). The case can consist of organizations, individuals,
processes, programs, institutions, events, etc. (Yin, 2012).

According to Yin (2009, p. 46), there are four types of case study designs: single—case
holistic, multiple—case holistic, single—case embedded and multiple—case embedded as

shown in the figure below.
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Figure 2.1: Basic Types of Designs for case studies

Single-Case Designs Multiple-Case Designs

Context Context Context

Case Case

Embedded unit Embedded unit
of analysis 1 of analysis 1

Embedded unit Embedded unit
of analysis 2 of analysis 2

Context Context

Case

Embedded unit Embedded unit
of analysis 1 of analysis 2

Embedded unit Embedded unit
of analysis 2 of analysis 2

Context Context

Case Case

Embedded unit Embedded unit
of analysis 1 of analysis 1

Embedded unit Embedded unit
of analysis 2 of analysis 2

Embedded unit
of analysis 1

Case Case

Embedded unit
of analysis 2

Embedded unit Embedded unit
of analysis 1 of analysis 1

Embedded unit Embedded unit
of analysis 2 of analysis 2

Source: Yin (2009, p. 46)

2.4.1. Motivation for doing a Multiple-Case Study Research

For a better interpretation and in-depth understanding of the SD practices, success
factors and barriers in SD, this research focuses on holistic multiple-case study research
design from the standpoint of Sorensens AB as well as its immediate and main
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suppliers. This enables a good analysis because multiple-case study provides more data
than single-case study. Consequently, the more data collected from the real world
situation the better the analysis for a reliable conclusion. In studying SD in these dyadic
relations, the different case companies have their explanations of the SD practices,
success factors and barriers thereby revealing diverse reasons for the success or failure
of SD programs as supported by Bryman and Bell (2011).

Hermeneutics emphasizes history and true meaning i.e. authentic message and context
as a whole (Prasad, 2005). As a result, the design of this research is sensitive to the
historical activities and experiences that the firms have in relation to SD. According to
Gadamer’s (n.d.) cited in Palmer (1988), in hermeneutics, the history is not finished and
the past is a stream of facts through which we achieve our understanding. Context
enables answers as to what factors lead companies (in this case S6érensens AB) to have a
perfect and successful collaboration with their main suppliers or what kind of
weaknesses (barriers) hinder such collaboration. Context also means the real world
collaboration of buyers and their suppliers i.e. of Sérensens AB and its suppliers Bemis
AB, Caneb AB and Formidabel AB.

2.5. Sampling

The problem to be solved in a business research is given an answer by collecting data.
Such data collection requires contacting the people who have ample knowledge about
the research topic. In this regard, touching all the knowledgeable people (total of all the
elements with common characteristics) may not be possible in terms of cost and time.
Thus, sampling design is a part of the research process which facilitates investigating a
small subset of the population to derive conclusions about the characteristics of the

population (Hair et al., 2003).

2.5.1. Types of Sampling

According to Bryman and Bell (2011), there are two main types of sampling: probability
and non-probability sampling methods. The probability sampling refers to a random
selection from the population and thus, a researcher has the opportunity to generalize the
findings derived from the random sample of the population. In other words, the

researcher gives equal chance to each sample unit to be selected for further investigation
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(Bryman and Bell, 2011; Ghauri and Grgnhaug, 2005). The non—probability sampling is
“an umbrella term to capture all forms of sampling that are not conducted according to
the canons of probability sampling” (Bryman and Bell, 2011, p. 190). In this case, the
researcher makes a judgment in the selection process in order to pick up a unit of sample
(member of the population) with a higher chance compared with others (Hair et al.,
2003). This research employs the non-probability sampling type since probability
sampling is not fit qualitative research especially if it is based on interviews (Bryman
and Bell, 2011).

2.5.2. Non—probability Sampling Types

Bryman and Bell (2011, p. 190) categorize the non—probability sampling into four types:
the convenience sample, the snowball sample, the quota sample and the Purposive

sampling.

Convenience sampling is the most common and important sampling in business and
management research. Convenience sampling can be used due to its availability and
accessibility in terms of sample elements that can provide the required information
(Bryman and Bell, 2011; Hair et al., 2003).

Snowball sampling is a kind of convenience sampling and is more appropriate in
qualitative strategy than in quantitative with statistical sampling. In this kind of
sampling, a researcher makes an initial contact with a small group of relevant people in
order to establish a connection with others (Bryman and Bell, 2011). Furthermore, there
IS no accurate extent of the population in this kind of sampling and thus “there is no
accessible sampling frame for the population from which the sample is to be taken”
(Ibid, p. 193).

Quota sampling is mostly used in marketing and commercial research. It provides with a
reflection of a population in terms of the relative proportion of people in different
categories e.g. gender, age groups and ethnicity. Thus, the research population is divided
into different categories and a researcher determines the number of people in each group
as well as the number in each category who should be interviewed (Bryman and Bell,
2011).
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Purposive sampling refers to choosing sample intentionally in a strategic way by a
researcher. This kind of sampling is used specifically in qualitative research. Since, the
researcher might seek to a particular characteristic in his or her cases/participants and
relevant to research topic as well as research questions. The researcher is sensitive to his
or her purpose and thus, the selection is conducted by purpose. It is north worthy that
strategic sampling differs from convenience sampling since researcher touches a
convenience sample through chance. It should be borne in mind that snowball sampling
and theoretical samplings are “examples of purposive sampling in qualitative research”
(Bryman and Bell, 2011, p. 442).

2.5.3. Motivation for doing a Non-Probability Sampling

This research employs the non—probability sampling type because it deals with a few
specific buyer-supplier dyads, which does not allow for generalization as with the
probability sampling.

Specifically, the research uses convenience sampling combined with snowball sampling.
The major difficulty in this research is to find buying firms that have SD programs and
that are ready to participate in the research. Another difficulty is that for a buying firm
that is willing to participate in the research, at least one or more of its supplier(s) should
also be willing to participate in order for us to have a researchable dyad(s).
Consequently, this researcher is obliged to use convenience sampling with respect to the
buyer and supplier perspectives that have a SD program and that are willing to take part

in the research simultaneously.

It is also important to work with buying firms that have some form of SD with their
suppliers to ease the investigation in identifying and exemplifying the SD practices,
success factors and barriers based on the perspectives of the dyads. After Sérensens AB
accepted to participate in the research, an initial meeting with the company determined
that the firm is appropriate for the research because its collaboration with its main
suppliers is beyond buying and selling which leads to SD. The role of snowball
sampling in this research then comes in as the buying firm Sorensens AB gives the
contacts of its main suppliers Bemis AB, Caneb AB and Formidabel AB who also

accepted willingly to be part of the research.
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The researcher’s understanding of SD and the possibility for him to use his judgment in
the selection process (Hair et al., 2003) have influenced the choice of the departments
and personnel that deal with purchasing for Sérensens AB and sales for the supplier
firms. Consequently, the purchase person and the sales person respectively are deemed
the most appropriate for the interviews because according to Bryman and Bell (2011),
the respondents should have general and comprehensive knowledge and information.

2.6. Data collection in Qualitative Strategy

It is crucial that the researcher understands the problem and the research question before
the start of data and information collection and then decides on the appropriate data
collection approach to use in the study. It is not always clear to the researcher, which
approach to use. For this reason, the researcher must pay extra attention regarding the
selection of an approach. The reliability of the chosen approach is often questionable,
thus, specific reasons are given on the assortment of the following categories of data

collections (Patel and Davidson, 2003).

2.6.1. Primary and Secondary Data/Sources

Primary data is produced as a direct record of an event or process by a witness or subject
involved in it while a primary source is a document or object written or created during
the production of primary data. Research articles published by academic and research

journals are examples of this type of source (Cohen et al., 2011; Creswell, 2011).

Secondary data is data that is taken from primary source documents. Secondary source
literature is literature which summarizes primary sources. It is not the direct material
published by the original researcher or the creator of the idea. Examples of secondary
sources are handbooks, encyclopedias and selected journals that summarize research
such as the review of the educational research. An easy approach to obtain secondary
data and save time is to physically search in an academic library or access computerized
databases. Literature reviews often contain both primary and secondary source materials
(Creswell, 2011).
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2.6.2. Motivation for using primary and secondary data/source

The lack of literature on SD between the studied dyads necessitates the collection of
primary data. This research reports primary data in the empirical section which gives the
original ideas and present the viewpoints of the actors in SD. The primary data is gotten
through interviews that were conducted with different companies. Primary sources such
as scientific articles also provide the details in the literature review. In addition,

secondary data is used to explain the practice of SD between the studied dyads.

2.6.3. Interview

According to Bryman and Bell (2011) and Ghauri and Grgnhaug (2005), interview is the
most common and attractive method to collect qualitative data. Interview requires
interaction between the researcher and the respondent (Ghauri and Grgnhaug, 2005).
Bryman and Bell (2011) outline different types of interview which are associated with
qualitative research. However, two types of interview in qualitative research are

dominant: Semi-structured interview, unstructured interview.

Semi-structured interview refers to a list and themes of questions that should cover the
research topic (interview guide) that might differ from interview to interview (Bryman
and Bell, 2011; Saunders et al., 2009). Depending on interview’s atmosphere and
interviewee’s response, some questions can be omitted, varied and even added by the
interviewer during the interview i.e. the flexibility of interview process (Bryman and
Bell, 2011). It should be noted that this kind of interview is suitable for a clear focus on
the research topic rather than being general and therefore more precise and specific

issues should be examined (Ibid).

Unstructured interview is somehow similar in character to a conversation (Burgess,
1984 cited in Bryman and Bell, 2011) and is informal (Saunders et al., 2009). It means
that a researcher presents a question (a clear idea) or limited questions in respect of the
topic and the interviewee answers freely about events, behavior and beliefs on the
particular issue and respective aspects of it (Bryman and Bell, 2011; Saunders et al.,
2009, Ghauri and Grgnhaug, 2005). Further, the interviewer leads the questioning and
records the answers in order to later understand the “how and why” questions (Ghauri

and Grgnhaug, 2005). In this respect, unstructured interview is a helpful method for
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context discovery (Ghauri and Gregnhaug, 2005). Bryman and Bell (2011, p. 472) point
out that this method is appropriate for gaining “a genuine understanding of the world

views of members of a social setting or of people sharing common attributes”.

2.6.4. Motivation for using the Semi-structured Interview

This research is conducted based on semi-structured interviews with Sérensens AB and
its respective direct and main suppliers for the sake of focusing on the topic rather than
being general. This gives the opportunity to explore precise and specific issues
regarding the topic (Bryman and Bell, 2011). This method is also appropriate for a
multiple-case study research especially in this situation of three buyer-supplier dyadic
relations between Sérensens AB and its suppliers, as it permits each respondent to state
its view while follow up questions lead to greater insight of the issues related to the
topic (Saunders et al., 2009; Bryman and Bell, 2011). It equally permits me to compare
parameters across the case dyads (Bryman and Bell, 2011). From the perspective of
hermeneutics, it is essential to be a good listener during the interviews and recognize
what is not said (Palmer, 1988) to understand the insight nature of the context (Prasad,
1995).

2.7. Data analysis

The qualitative data collected from interviews should always be summarized and
categorized or restructured as a narrative to use for analysis (Saunders et al., 2009). The
interpretation of the data is based on the participants’ definitions of the researched
phenomenon (Cohen et al., 2011). They also indicate that there is no standardized rule
for analysing qualitative data. Furthermore, Yin (2012) emphasizes that in spite of
statistical analysis, there are no formulated tools or cookbook recipes for analysing case

study data and mostly it depends on a researcher’s style of empirical thinking.

2.7.1. General Analytic Strategy

Yin (2009) regards all empirical research studies including case studies as a story, which
embraces collected data and so has a beginning, body and an end. He views the general

analytic strategy as a guide to craft the story and conduct a case study analysis. In this
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regard, he presents four strategies, which enable researchers to treat the evidence fairly
and produce convenient analytic conclusion. These include relying on theoretical
proposition, developing a case description, using both qualitative and quantitative data
and examining rival explanations. This research employs theoretical proposition strategy

for the reason explained below.

The choice of this strategy is directed by the fact that the original objectives and design
of the case study are based on theoretical propositions, which shape the data collection
plan. Such proposition can be seen in the research questions and literature review (Yin,
2009).

Since this research is conducted on a deductive approach, the author uses theory as a
framework for organizing the data collection and the analyses. Yin (2012 & 2009) note
that relying on theoretical propositions focuses on specific data which in this context of
SD is practices, success factors and barriers from the viewpoints of buying firms and
their suppliers thereby ignoring other irrelevant data. This helps the researcher to

organize the entire case study and determine alternative interpretations.

2.7.2. Analytic Techniques

Analytic techniques underlie (support) analytic strategies because a strategy eases the
proceedings of a case study analysis. Thus, analytic techniques reinforce a researcher’s
abilities to analyse (Yin, 2009). Five analytic techniques for case study analysis have

been identified and explained below.

Pattern Matching compares an empirically based pattern with a predicted one. If the
patterns match, then the result reinforces internal validity of the case study. In
explanatory cases, the pattern is related to the dependent or the independent variable or
both. In descriptive cases, the predicted pattern of certain variables should be defined

before data collection in order to do pattern matching (Ibid).

Explanation Building is a special type of pattern matching. However, its procedure is
more difficult as it requires the building of an explanation (mostly in narrative form)
about the case. Since narratives might not be accurate, case studies are better with

explanations that reflect some theoretically significant propositions (Ibid).
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Time-Series Analysis is analogous to the time-series analysis conducted in experiments
and quasi-experiments. This technique follows intricate patterns especially in
experimental and clinical psychology textbooks with single subjects. The logic here is
based on the match between the empirical trend and a theoretically significant trend

specified before the onset of the research or some rival trend (Ibid).

Logic Model is a match between theoretically predicted events and empirically
observed events in sequential stages. This means that the events are staged in repeated

cause-effect-cause-effect patterns (Ibid).

Cross-Case Synthesis is mostly applied for multiple case study analysis and is likely to
be easier for multiple cases rather than a single case. Furthermore, it strengthens the
findings if the cases are more than two. This technique treats the cases as separate
throughout the study and finally aggregates the findings across the individual studies
(Ibid). Consequently, it is advisable to make tables that will lead to cross-case
conclusions according to some uniform framework and so enable a strong and deep
analysis rather than simply analysing single features (Yin, 2012 & 2003). This technique
permits the researcher to have an in-depth overview of the cases on a case-by-case basis

in order to probe whether different cases tend to share similar results.

2.7.3. Motivation for the technique used in this research

Within case, Cross-case and Pattern matching analysis methods are applied in this
research. Since a case in this research is a dyad, within case analysis gives the overall
view of each dyad by combining the views of the buyer and supplier in the dyad on the
SD practices, success factors and barriers from the theory. The cross case analysis then
compares these issues across the dyads while the pattern matching identifies any
patterns of these dyadic views with the literature review. This is possible because the

research is a multiple case study of more than two case dyads (Yin, 2009).

Furthermore, according to the logic of the cross-case technique, the aim is to reveal
whether the findings from these cases support any broader pattern of conclusion (Yin,
2012) in the context of SD and whether the different cases (Sorensens AB and its
suppliers) have some similarities in terms of practices, success factors and barriers in the

different dyads (Yin, 2009). Moreover, the cross-case synthesis is based strongly on
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argumentative interpretation and not on numeric tallies (Yin, 2009) so the researcher has
the freedom of interpretation in the analysis, which is the main frame of the

Hermeneutics tradition that is observed in this research.

2.8. Research Quality

Bryman and Bell (2011) discuss about two main useful criteria — validity and reliability
in order to evaluate the quality of business and management research. Further, they
assert that the above mentioned criteria are mostly associated with quantitative research
than qualitative research. However, there is a discussion between qualitative researchers
on the logic the relevance between validity or credibility and qualitative research. In this
regard, LeCompte and Goetz (1982), as cited in Bryman and Bell (2011) give expanded
terms in respect of reliability and validity i.e. external reliability, internal reliability,
internal validity and external validity. Therefore, the terms reliability and validity might

be employed in a similar way to quantitative research in order to assess a research.

Nevertheless, there is another stance concerning reliability and validity in which Lincoln
and Guba (1985) and Guba and Lincoln (1994), as cited in Bryman and Bell (2011)
argue that such criteria and terms should be specified in qualitative research. In other
words, there should be an alternative to reliability and validity since they believe that
there is not a “single absolute account of social reality feasible” (Bryman and Bell,
2011, p. 395). They propose two main criteria — trustworthiness and authenticity.

This research follows Guba and Lincoln’s approach to assess and describe the quality of
the research. Reliability and validity are considered as mainly associated with
quantitative research and thus, it is better to evaluate this research through labeling that

are more appropriate for qualitative approach.

2.8.1. Trustworthiness

According to Bryman and Bell (2011), trustworthiness consists of four criteria:
credibility as internal validity, transferability as external validity, dependability as

reliability and confirmability as objectivity.
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2.8.1.1.  Credibility

According to Bryman and Bell (2011), there might be several accounts of an aspect of
social reality. Thus, credibility will reveal that the researcher’s findings can be
acceptable for others or not. In this respect, respondent validation and triangulation can
be regarded as two techniques of credibility that can be applied along with good
research process (Ibid). It means a researcher should arrive at the findings according to

the principles of good practice.

Triangulation technique entails different sources of data, theoretical perspectives,
multiple observers and methodologies but is not used in this research. Respondent
validation technique refers to a process whereby a researcher provides an account of the
research findings to the people on whom the research has been conducted (Bryman and
Bell, 2011).

In order to follow good practice, credibility in this research starts with a comprehensive
interview guide that covers all the research questions followed by the use of respondent
validation. After each interview, the feedback, impression, findings, own ideas and
experiments are shared with the personnel in order to see if the explanation of SD
practice, success factors and barriers was understood and well written. Amendments are

done if necessary. This is to ensure the validation of the interviews.

In this respect, there is another alternative technique called communicative validity for
achieving truth that a researcher may claim (Sandberg, 2005). This criterion emphasizes

inter-subjective judgment through three ways:

) Establish initial introductory session in order to clarify the aim of research
and then interview and present follow up question during the interview

process.

i) Analyse empirical material through coherent interpretations i.e. compare the
empirical parts with the particular interpretation in order to achieve more

coherence and

i) Share the findings with other researchers, colleagues and professionals in
order to investigate the interpretation (Ibid). From a hermeneutics’ point of

view, the dialogue is an essential part in order to assure a researcher’s
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interpretation. Thus, talking with people (interviewees) in respect of previous
interviews, follow up questions and sharing the interpretation and impression

in terms of studied material enhances the interpretation.

The aforementioned techniques have the same aims and thus, they are in the same line.
However, in communicative validity technique there is a deep investigation in respect of
validity compared with respondent validation technique. Thus, there is no conflict to

conduct both in order to achieve high validity of this research.

2.8.1.2. Transferability

Transferability refers to the possibility of using the research findings as a database to
other “milieux™ (Bryman and Bell, 2011, p.398). As the intention of this research is to
investigate, identify and describe the practice, success factors and barriers between
buying firms and their main suppliers (in dyadic relations), transferability of the

research findings is possible and justified.

In this respect, it is essential to refer to one aspect of hermeneutics that Palmer (1988)
regards as translation of the language. In this view, it does not only consider finding an
appropriate synonym, but it is engaged in finding an appropriate passage i.e. an
intermediate to translate the meanings and knowledge into suitable ones that can fit in

another situation or context.

2.8.1.3.  Dependability

Dependability is another criterion of trustworthiness that refers to auditing all
procedures and phases that the researcher takes during his/her or research that should be
kept and accessible in a reasonable mode. It can consist of problem formulation,
selection of research participants, fieldwork notes, interview transcript, data analysis
decisions etc. However, it has been suggested that the researcher’s colleagues play a role
of auditor to keep track of all phases (Bryman and Bell, 2011). Moreover, it is
noteworthy that auditing is very demanding due to problems e.g. large datasets
according to the nature of qualitative research. Accordingly, the examiner, tutor and
opponent of this research are the auditors and thus, through their auditing, the

dependability of this research is achieved (Sandberg, 1995).
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2.8.1.4. Confirmability

Confirmability refers to objectivity of the qualitative research and “recognizing that
complete objectivity is impossible in business research” (Bryman and Bell, 2011, p.
398). In this regard, the researcher should act in an honest way to assure others to judge
the research and relevant outcomes without interfering with the researcher’s personal
values. Further, Guba and Lincoln (n.d.) cited in Bryman and Bell (2011) emphasize
the auditor’s role in confirmability of the research. Since this research is personal work,
confirmability is achieved through the examiner’s views, tutor’s guidance and opponent

group criticisms during the research process.

2.8.2. Authenticity

The second main criterion in evaluation of qualitative research that is suggested by
Guba and Lincoln (n.d.) are authenticity, which refers to a wider political impact on
research. Fairness refers to presenting all viewpoints that exist in the social setting.
Ontological authenticity refers to helping the members of the social setting to have a
better understanding of their social situation. Educative authenticity considers if

members realize the perspectives of others (Bryman and Bell, 2011).

To achieve the authenticity of this research, the interviews are carried out with the
departments or personnel that are directly responsible for the SD program in the
respective buying and supplying firms as given by the firms. This ensures that those
with a better understanding of the SD framework give the explanations related to the
practice of SD over time, its success factors as well as what they see as barriers to the
SD program. Ontological and educative authenticity are achieved through the follow-up
questions during the semi-structured interviews. This means that the follow-up
questions help the interviewees to better explain and understand what is examined in SD
as well as help them to realize the perspective of their partner in the buyer-supplier
dyadic relation. If the possibility is given, then senior management is also interviewed to

have a corporate view of the SD program.
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2.9. Ethical Considerations

According to Bryman and Bell (2011), there are four main principles of ethics in
business research based on the categorization by Diener and Crandall (1978). They
believe researchers should consider harm to participant, informed consent invasion of

privacy and deception.

Any researcher should ensure the confidentiality of records and anonymity of accounts
if these are requested by the participants. The participants or the organization involved
in a research should be given the honour of not being identifiable unless permission is
expressed to publish any information that allows them to be identified. However, it is
also accepted that anonymity of records is difficult to in reporting findings in qualitative

researches (Ibid).

As concerns informed consent that relates to the atmosphere for observations and
interviews, respondents should be informed of any recording equipment and observation
techniques at the start of any interview session to have their permission to record.
Furthermore, should have detailed and clear information about an interview to enable

them make an informed decision about their involvement (1bid).

Invasion of privacy is in regards to what extent a researcher can be involved in the
privacy of a respondent or organization. There is strong connection between the
concepts of privacy and informed consent. When the respondent is well informed on the
research topic and the relevant details of its involvement and accepts to participate, it in
a sense acknowledges the surrender of its right to privacy for that domain. Moreover,
the issue of privacy is linked to the notions of confidentiality and anonymity i.e. if the
respondent deems some specific topics or questions as sensitive and private then these
should be respected and kept confidential (Ibid, p. 136).

Finally, there should be no deception in the research process. The true aim of any
research should be presented to avoid misleading the perceptions of prospective
respondents. However, it is also thought that when the researcher presents the depths of
what a research is about then it is difficult to get true and natural answers from the

respondents (Ibid).
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2.9.1. Application of Ethical Considerations in this research

Ethical considerations are well respected and followed in this research. During the first
contact with the company, a good explanation of what the research is about is given to
the respondent of the company, which decides whether to participate in the research or
not. The company then fixes a day for the semi-structured interviewed. Before the
interview begins on the appointed day, permission is sought and obtained to record the
interview meant for this research and the instrument for the recording is shown to the
respondent. The researcher also seeks and obtains the permission use the names of the
companies and the respondents in he reports especially as it is a qualitative research. By
so doing, permission over confidentiality and anonymity is obtained, informed consent

is achieved, privacy is respected and no deception is entertained during the research.

2.10. Methodology Map of the Research

Below is the summary of the methodological sequence of this research. It shows the
various sections of the methodology and the method adopted in each section for this

research.
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Figure 2.2: Methodology Map of this research
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3. Theoretical Framework

his chapter is concerned with the theory that is relevant to this study and its
T research questions. It narrates the story of the practices of SD in academia and
in enterprises as well as its categorization over time. Furthermore, the different
influential factors that could lead a SD program to be successful are explained. The last

section in this chapter examines the possible barriers that a SD program could face.

In the last three decades, there has been a growing interest by researchers on inter-firm
relationships (Nagati and Rebolledo, 2013; Caniels et al., 2010; Janda et al., 2002) thus
including buyer-supplier relations (Saccani and Perona, 2007). The efforts put in by
many organizations to form supplier partnerships are rooted in SD (Lawrence, 2004).
Previous studies have shown that buying firms use various SD practices in their
relations with suppliers (Sdnchez-Rodriguez, 2009; Wagner and Krause, 2009; Li et al.,
2007; Sanchez-Rodriguez, 2005; Krause et al., 2000; Krause et al., 1998; Krause and
Ellarm, 1997a).

SD initiated by buying firms is often intended to improve the competence of the current
supplier base when the suppliers fail to meet the short and long-term requirements of the
buyer (Ghijsen et al., 2010). Competence is viewed as purposefully combining firm-
specific assets (resources) in order to accomplish a given task by a firm and can be
divided into market knowledge competence, production or operational competence and

technological competence (Wu et al., 2011).

In modern business, managing a supplier base known as SD is important to a firm due to
its strategic value (Arroyo-Lopez et al., 2012; Hernandez-Espallardo et al., 2010;
Terpend et al., 2008). Developing deficient suppliers through SD can support the buying
firm’s differentiation and/or cost leadership strategy, which contribute to its competitive
advantage (Wagner, 2006a). Improving suppliers operations is the most obvious benefits
of SD, which eventually improves the products and services given to the customer firm
thus increasing the efficiency of the supply chain (Shokri et al., 2012). On the whole,

achieving competitive advantage (i.e. differentiation and cost leadership) requires
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superior management of the buyer-supplier relationship that is realizable through SD
(Wagner, 2006a).

De Toni and Nassimbeni, (2000) as well as Sanchez-Rodriguez et al. (2005) emphasize
that SD practices have a positive contribution to strategic purchasing performance and
to supply chain performance. The buying firm’s strategic orientation of its supply
management activities towards accomplishing the firm’s main
goals/objectives/strategies is known as strategic purchasing (Carr and Pearson, 1999
cited in Sdnchez-Rodriguez, 2009).

SD is challenging to both buyer and supplier firms (Shokri et al., 2012; Handfield et al.,
2000) because apart from the human and capital investments, they have to share
sensitive information and find effective methods of measuring performance. Thus, the
executive of the buyer should be convinced that their investment in the supplier is a
necessary risk while that of the supplier should see the need to accept assistance from
the customer (Chidambaranathan et al., 2009; Handfield et al., 2000). Wagner and
Krause, (2009) state that firms are aware of the two dimensions of goals in the definition
of SD which are supplier product and delivery improvement as well as supplier

capability improvement.

Giving that SD is challenging to the partners involved and that investing in a supplier
carries some risks, it is worthwhile to have clear objectives on how to evolve in such a
program, understand the factors that will enable it succeed as well as strive to avoid any
possible pitfalls or difficulties in order to reduce the risk and ensure its success. This
study examines SD based on the oval model illustrated below which shows the general
view of the buyer-supplier relationship interactions in terms of SD practices, success

factors and barriers.
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Figure 3.1: Practices, Success Factors and Barriers of a Buyer-supplier dyad in a SD Program
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3.1. The Story of the Practices of Supplier Development

Typically, when a buying firm is not satisfied with its suppliers’ performance or is faced
with deficient suppliers in terms of their capabilities (Wagner, 2010) regarding
technical, manufacturing, quality, delivery, financial, or managerial as well as supplier’s
sources such as product, process, or operating systems (Hahn et al., 1990), the firm’s

decision can be one of these options:

1) invest assets, resources and time in the present supplier’s organization to improve its
performance and / or capabilities; ii) manufacture the item / component by itself instead
of buying; iii) make use of other suppliers or a combination of any of above-mentioned
alternatives (Krause et al., 2000; Handfield et al., 2000; Krause et al., 1998).

The first option is becoming increasingly important since buyers tend to improve
supplier’s performance and capabilities while at the same time, reducing the costs of
supplied materials and parts (Krause et al., 1998). Moreover, the other alternatives
might not be feasible due to manufacturing costs and investment, alternative suppliers’
unavailability and high switching costs (Gunther and Wagner, 2012). Further, conflicts
might be taken place associated with the buying firm’ intentions and core competencies
by choosing last two options (Wagner, 2006b). Consequently, SD efforts can be
regarded as the building block of managing key suppliers in order to provide selected
suppliers with opportunities to strengthen their capabilities (Nagati and Rebolledo,
2013).

The basic philosophy of SD can be traced back to ancient time’s consumer and military
buying aspects (Leenders, 1966 cited in Wagner, 2006b). The practice of SD was seen
in the US automobile industry through Ford’s efforts to improve its suppliers’ capacity
and performance in the early 1900s (Seltzer, 1928 cited in Krause et al., 2007). Hence,
firms in the automotive industry were the pioneers in SD practices (Praxmarer Carus et
al., 2013; Shokri et al., 2012; Wagner, 2006b).

During this period, theorists in organizational behaviour stated that industries that deal
in complex products tend to be interdependent between the component makers and the
focal firms as in the automobiles, aircraft, electronics, heavy machinery and machine

tools etc. industries. In the last decade they acknowledge that investment in relation-
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specific assets and knowledge sharing is needed to coordinate non-routine reciprocally
interdependent activities (Krause et al., 2007).

SD was also used during and after World War 1l. Toyota initiated the use of SD in the
automobile industry through a supplier improvement association to improve
productivity of subcontractors (lbid). SD groups formed in the 1990s by other
companies include Best Practice, Best Process and Best Performance (BP) at Honda,
Purchased Input Concept Optimization with Suppliers (PICOS) at GM/Opel, Drive For
Leadership (DFL) at Ford, Process Optimization of Supplier Parts (POZ) at BMW and

Continuing Improvement Process (KVP2) at Volkswagen (Praxmarer-Carus et al., 2013,
p. 2).

Other examples of firms that have implemented SD practices are Quick response
manufacturing at John Deere (Golden, 1999), Toyota and Honda (Shokri et al., 2012),
Harley-Davidson and Motorola (Wagner, 2006b). Leenders (1966) called the efforts
deployed by producers to have many viable suppliers and to improve suppliers’

performance SD.

Ghijsen et al. (2010, pp. 18-19) state that the description of the SD process from 1991
onwards has been similar in researches and give the following as practices of the SD
terminology in respective researches that could be regarded as its evolution: promises
of increased and future businesses (Giunipero, 1990), supplier evaluation (Krause and
Ellram, 1997a), buying from alternative suppliers (Krause and Ellram, 1997), supplier
certification (Krause, 1999), supplier reward and recognition as well as training and
education of suppliers (Krause et al., 2000), technical assistance (Forker and Hershauer,
2000), site visits to suppliers and inviting suppliers to the buyer’s site (Humphreys et al.,
2004), providing equipment, tools and capital (Humphreys et al., 2004; Wagner, 2006),
collaboration with suppliers in improving their parts and materials as well as supplier
involvement in the buyer’s new product design and development (Sanchez-Rodriguez et
al., 2005), support of market entry which means supporting a supplier in getting a
foothold in another country (Wagner, 2006).
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3.1.1. The Story of the Changes in Supplier Development Practices

Bai and Sarkis (2011) demonstrate that most of the primary SD programs emphasized
on reaction to crises from basic performance requirements. In the early 1980s, the
necessity of supplier improvement had not been seen but enterprises have now realized
that it is fundamental to manage their suppliers when they expect fewer defects (New
and Burnes, 1998). Therefore, organizations have started to develop their suppliers’

practices to create value associated with required products (Bai and Sarkis, 2011).

Hahn et al. (1990) outline that the traditional purchasing functions have emphasized on
the development of a network of competent suppliers to achieve acceptable quality at a
reasonable cost and in a timely manner. However, if such a competent supplier network
has not been formed, the firm’s competitive edge would have been hindered. Hence, an
uninterrupted flow of required materials in terms of quality, cost and delivery time is the
basic objective of the procurement functions. In this regard, traditional SD decisions
were involved in the purchasing function with little customer inputs as long as the
products met customer specifications (Hartley and Choi, 1996) since the purchasing
personnel were supposed to be the best for decision making (Hahn et al., 1990).

Procurement’s emphasis has shifted towards long-term optimization of supplier
portfolios (Wagner, 2000) to build a bound buyer-supplier relationship through SD
efforts. This enables the achievement of long-term mutual benefits (Yeh, 2008) in
respect of tangible or intangible (Hartley and Choi, 1996), direct or indirect (Wagner,
2010), short- or long-term (Krause and Ellram, 1997b) benefits and outcomes such as
improvements in the suppliers’ operational and financial performance in the short-term
as well as indirect benefits in the long-term due to continuous development of the

suppliers’ fixed assets and intangible assets (Arroyo- LOpez et al., 2012).

3.1.2. The Story of Supplier Development Practices in Research

According to the analysis of the academic literature, the term “Supplier Development”
can be seen in the work of Leenders (1966) who sees it as a tool for manufacturers to
increase the number of qualified suppliers and as the effort to improve supplier
performance (Mortensen and Arlbjgrn, 2012; Krause et al., 2007; Wagner, 2006b).

Later, activities were reported in Canadian industrial firms (Wagner, 2006b). As Krause
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et al., (1998) and Wagner (2006b) mention, SD efforts were concerned with quality
management issues and thus, the “first wave” of SD research (1989-1991) started with

in the quality management field (Wagner, 2006b).

In this respect, Terpend et al. (2008) reviewed the studies of mutual buyer—supplier
relationships published in four prominent U.S.-based academic journals between 1986
and 2005. They conclude that researchers between 1986 and 1991 focused primarily on
operational performance as well as supplier evaluation, supplier selection, supply base
reduction and SD. Limited research in SD suggests an initial interest in these topics.
Between 1992 and 1995, scholars emphasized communication, improvement of
information sharing, supplier evaluation, supplier selection and SD. SD practices were
reported and found to be more prevalent than generally believed or reported. The main

goal of SD reported by buyers was product improvement.

The “second wave” can be regarded as the period when researchers focused on
relationship management issues (since 1995). The researches emphasized on SD
practices exclusively associated with large scale empirical studies (Carr & Kaynak,
2007) specifically in United States of America than in Europe (Wagner, 2006b).

According to Terpend et al. (2008), it can be noted that between 1996 and 2000,
communication and information sharing continued to attract the attention of researchers
but studies that included trust greatly increased. During this time period, three studies
focused on SD. The researches on SD investigated the factors that promote SD activities
(Krause, 1999), the performance outcomes of SD (Krause, 1997) and identified two
types of SD approaches: the strategic and the reactive approach (Krause et al., 1998).
Between 2001 and 2005, communication, information sharing and trust practices
remained the most dominant issues and studies on supplier evaluation, contractual
clauses, supplier selection, supply chain reduction and SD were still few in mutual buyer

and supplier relationships.

Thus, many more manufacturing firms now realize the vital role of the performance of
their suppliers associated with their competitive advantage. Consequently, more focus is
put on SD programs by scholars in order to study how SD initiatives impact on buyer

and supplier performance (Li et al., 2007).
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3.1.3. Categorization of Supplier Development

Sanchez-Rodriguez et al. (2005) categorize the SD practices into three sets of practices

according to the level of firm involvement and implementation complexity:

i. Basic SD which considers those practices that demand limited buying firm
involvement and minimum investment of the company’s resources i.e. personnel,
time, and capital. Buying firms usually implement such practices first in order to
improve supplier performance and/or capabilities such as measures of evaluating
supplier performance and providing feedback to suppliers, sourcing from a limited
number of suppliers per purchased item, parts standardization, and supplier
qualification.

ii. Moderate SD which refers to practices that are characterized by moderate levels of
buyer involvement. These types of practices are more demanding in terms of buying
firm’s resources compared to the previous one. Thus, moderate SD practices include
measures of visiting suppliers to assess their facilities, rewarding and recognizing
supplier’s performance improvements, collaborating with suppliers in materials
improvement and certification of suppliers through the International Organization for
Standardization (ISO) and others.

iii. Advanced SD is concerned with the practices that require maximum levels of buying
firm involvement with suppliers and thus needs a greater use of the buying firm’s
resources. It requires a cooperative atmosphere than previous two types and contains
measures of training provided to suppliers, supplier’s involvement in the buyer’s new
product design process, sharing of accounting information with the supplier, and

sharing of cost and quality information with the supplier.

Another categorization is direct (internalized) and indirect (externalized) SD (Wagner,
2010; Wagner 2006b; Krause et al., 2000; Monczka et al., 1993). The investment of no
or limited resources in a particular supplying firm for improvement is regarded as
indirect SD (Wagner, 2010) such as competitive pressure, supplier assessment and
supplier incentives (Krause et al., 2000). Indirect SD concerns to the communication of
the buying firm by setting of targets (goals), measurement of goal attainment and

feedback of goal attainment to the suppliers (Wagner, 2010).
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Direct SD is the investment of human and capital resources of the buying firm by
playing an active role in a supplier firm (lbid) such as providing capital, machines and
equipment, technology, or temporarily assignment of support personnel to a supplier's
facility and education of the suppliers’ staff (Krause et al., 2000; Monczka et al., 1993).
Direct SD refers to qualification and knowledge transfer to the supplier’s organization
through activities such as on-site consultation, inviting supplier’s personnel to the
buying firm in order to improve the supplier’s capabilities as well as to develop,

produce, and deliver products more efficiently (Wagner, 2010).

It is suggested that the buying firms should first engage in indirect SD activities such as
evaluation and certification before starting direct SD activities such as knowledge
transfer with the supplier. When the goals are clearly set and specified by buying firm, it
is sure to avoid misunderstanding by the supplier and this enhances the better results
(Ibid).

The SD literature also refers to another categorization that has been done by Hahn et al.,
(1990) which is similar to direct or indirect SD approaches i.e. the broad and narrow
perspectives. The latter perspective refers to passive and periodic involvement and is
involved in generating new sources of supply as well as supplier evaluation and
selection while the broad perspective is much more complex and proactive i.e. the SD’s

focus is on long-term mutual benefits by upgrading existing suppliers’ capabilities.

One more categorization approach is based on buying firms attitude in SD efforts.
Krause and Ellram (1997a) assert that buying firms might follow a proactive philosophy
in terms of the level of involvement in suppliers’ problems, improvement of suppliers
and the importance of suppliers’ performance to the buying firm’s success with a long-
term view of the relationship. In this regard, proactive firms expect higher levels of
quality i.e. raising performance expectation (Krause, 1997) from their suppliers rather
than accepting what they receive and tend to work jointly with suppliers to achieve the

specified levels.

Through further research in qualitative analysis, Krause et al. (1998) distinguish SD
processes that are implemented by buying firms into two distinct approaches; reactive
(remedial) and strategic (systematic) efforts. The former approach refers to those
activities and efforts that increase the selected suppliers’ performance in an ad hoc

manner to eliminate a specific supplier’s deficiencies only after a problem actually
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occurs i.e. poor performance of selected supplier is realized as a threat for the buying
firms’ ability to deliver satisfactory value to its own customer. Thus, the reactive firms

are less systematic in supplier performance evaluations.

The latter approach is similar to the proactive philosophy of Krause and Ellram (1997a).
It concerns the efforts that increase the entire supply base’s capabilities for long-term
competitive advantage through allocating organizational resources and using a
combination of SD activities (Wouters et al., 2007) by buying firms. This means that SD
efforts are highly demanding in terms of joint improvements by both parties and there

must be bilateral deployment of resources (Krause et al., 1998).

3.1.4. Summary of the Practices of Supplier Development

The academic research literature available has categorized SD practices in a number of
SD constructs, which have been explained above briefly (Sanchez-Rodriguez et al.,
2005). In summary, according to the aforementioned categorizations and types, SD
practices are sorted in ascending order of the buyer’s involvement intensity as shown in

the table below.
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Table 3.1: Summary of Supplier Development Practices

SD Practices Selected Literature

Buying from alternative suppliers to provide L et Al (1990) K 10071 Fork | 1990): K |
competition for current suppliers (Competitive (Z%O%)Eta' (1990); Krause (1997); Forker et al. (1999); Krause et al.

pressure)

. i i Hahn et al. (1990); Krause (1997); Krause and Ellram (1997b);
Formal/informal evaluation of supplier Krause et al., (1998); Krause et al. (2000); Sanchez-Rodriguez et al.
performance (Supp“er eva|uation) (2005); Modi and Mabert (2007); Wagner and Krause (2009); Wagner

(2010); Li et al. (2012)

Elying fro.m allimitediptinberanstppersipen Krause (1997); Krause (1999); Krause et al. (2000); Sanchez-
purchased item Rodriguez et al. (2005);

Raising performance expectations Monczka et al. (1993); Krause (1997)

Lascelles and Dale (1990); Krause (1997); Krause and Ellram
(1997a); Krause et al. (1998); Forker et al. (1999); Lawrence, (2004);
Sanchez-Rodriguez et al. (2005); Narasimhan et al.(2008); Wagner
and Krause (2009); Bai and Sarkis (2011)

Krause (1999); Dyer and Hatch (2006); ); Modi and Mabert (2007);
Wagner and Krause (2009); Wagner (2010); Bai and Sarkis (2011)

Communication and feedback

Knowledge transfer

Recognition Galt and Dale (1991); Krause (1997); Krause and Ellram (1997a);
Krause (1999); Krause et al. (2000); Sanchez-Rodriguez et al. (2005)

Promises of increased current and/or future
business if supplier performance improves Monczka et al. (1993); Krause (1997); Krause et al. (2000)

(Suppler incentives)
Hartley and Choi (1996); Krause (1997); Krause and Ellram (1997a);
Site visit Krause et al., (2000); Humphreys et al., 2004, Sanchez-Rodriguez et
al. (2005); Modi and Mabert (2007); Nagati and Rebolledo (2013)

Long-term contract Galt and Dale (1991); Hartley and Choi (1996); Forker et al. (1999);

Technical assistance in improving suppliers’ parts
and materials Forker et al. (1999); Sanchez-Rodriguez et al. (2005)

. . T Galt and Dale (1991); Krause (1997); Krause (1999); Sanchez-
Expectation of supplier certification Rodriguez et al. (2005): Wagner (2010)

Sanchez-Rodriguez et al. (2005); Krause (1999); Dyer and Hatch
(2006); Modi and Mabert (2007); Wagner and Krause (2009)

Galt and Dale (1991); Monczka et al. (1993); Krause (1997); Krause
and Ellram (1997a); Krause et al. (1998); Forker et al. (1999); Krause
et al. (2000); Sanchez-Rodriguez et al. (2005); Modi and Mabert
(2007)

Intensive information sharing

Training and education of a supplier’s personnel

Exchange of personnel between the two firms Krause (1997); Li et al. (2007); Modi and Mabert (2007)

Supplier involvement in the buyer’s new product

; Sanchez-Rodriguez et al. (2005
design and development g (2005)

: A A A : Galt and Dale (1991); Monczka et al. (1993); Krause (1997); Krause
[.)IreCt Investment in a SUpp“er by the buymg et al. (1998); Krause et al. (2000); Humphreys et al. (2004); Wagner
firm (2006a,b)

Source: Own Creation
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Based on the research literature stated in Table 3.1 above, the SD practices identified

from this literature are operationalized in the table below. This operationalization gives

some possible indicators for each SD practice.

Table 3.2: Operationalization of Supplier Development Practices

SD Practices

Indicators

Buying from alternative suppliers to provide competition
for current suppliers (Competitive pressure)

Formal/informal evaluation of supplier
performance (Supplier evaluation)

Buying from a limited number of suppliers per purchased
item

Raising performance expectations

Communication and feedback

Knowledge transfer

Recognition

Promises of increased current and/or future business if
supplier performance improves (Suppler incentives)

Site visit
Long-term contract

Technical assistance in improving suppliers’ parts and
materials

Expectation of supplier certification

Intensive information sharing

Training and education of a supplier’s personnel

Exchange of personnel between the two firms

Supplier involvement in the buyer’s new product design and
development

Direct investment in a supplier by the buying firm

Bidding, Short-term Contract

Quality standards, Delivery time, Number of received defected
products, Precision of delivered quantity, Random testing of
delivered products

How many other supplies supply the same product?

No defect delivery, Short lead times, Frequent deliveries, Cost
reduction

Communication methods, Frequency of communication,
Feedback meetings return inwards, Sending feedback of
evaluation

Learning seminars, Working together, On-site consultation,
Inviting Supplier’s personnel

Company news letter, Business dinners, Supplier council
meeting, Banquets

Priority for future business, Higher order volumes, promise for
extended contract, recommendations

Inspection

5 years, 10 years or open contracts etc...

Visiting engineers, Advice

Certification by buyer, Certifying organization,

Point of sale (POS) data, EDI, Accounting and financial data,
Cost quality levels information, Technical and procedural
information exchange

Organized training sessions, Temporary personnel transfer

On-site verifier or collocation of staff

Product design and development evaluation meetings

Purchase of required machines, tools and casting, Improving
machines, Specialized training of suppliers personnel

Source: Own Creation

48



- L ® ®
e Linnaeus University
School of Business and Economics
The SD practices in the table above are represented by the stepwise model below which
Is extracted from the general oval model. The buyer’s involvement levels of activities
are grouped into low, moderate and high involvements with low involvement (blue), at
the bottom portion of the steps, moderate involvement (orange) in the middle and high
involvement (purple) at the top portion of the steps.

17- Direct Investment

16- Involvement in Buyer’s
NPD

15- Exchange of Personnel

14- Training & Education

13- Intensive Information Sharing

12- Supplier Certification

11- Technical Assistance
10- Long-term Contract
9- Site Visit

8- Suppler Incentives

7- Recognition

Moderate buyer’s involvement

6- Knowledge Transfer

5- Communication & Feedback
4- Raising Performance Expectation
3- Buying from a few Suppliers per item

2- Supplier Performance Evaluation

Low buyer’s involvement

1- Competitive Pressure

Figure 3.2: Stepwise model of Supplier Development Practices
Source: Own Creation
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3.2.  Success Factors of Supplier Development

SD practices are the elements for building a strong supply management thus form the
main success factors of effective SD programs in many researches. Buying firms make
use of SD as a reaction to poor performing suppliers but it becomes important to the
strategy of the buying firm as the performance and capabilities of the suppliers increase
(see Figure 3.2 above). After correcting the suppliers’ performance difficulties, buying
firms can use the supply base in their strategy by investing in SD depending on the

potential for competitive advantage (Krause et al., 1998).

In effect, buying firms that actively and strategically get involved in SD have great long-
term benefits (Talluri et al., 2010). Larger suppliers and high percentage suppliers
(greater volume of supplies) have a positive attitude about the benefits of SD programs
(Nagati and Rebolledo, 2013).

The factors that influence SD activities for the success of the supplier, the customer and
the dyad include the type of knowledge transfer (tacit or explicit), the characteristics of
the buyer-supplier relationship (transactional to partnership), compatibility of cultures,
frequency of communication and information sharing, organizational structures,
learning routines, motivation and compromise of the senior management of the buying
firm and the expertise and skills of the personnel involved in the SD program (Arroyo-
Lopez et al., 2012).

Additional variables from knowledge transfer which are necessary for learning include
trust and compromise to invest in the relation, frequency, quality and use of proper
mechanism of inter-firm communication, joint interactive decision making which
contributes to the aggregation of the talent of employees of customer and supplier, and a
shared organizational culture that supports trust, continuous learning and a mutual
benefit orientation (Ibid). Suppliers give importance to frequent information exchange
and buyer advice on technical expertise, which are indirect strategies that contribute to

improving performance and lead to a successful relationship (Ghijsen et al., 2010).

3.2.1. Supplier-Specific Success Factors

These success factors are initiated by a supplier and require its deep involvement that
leads to a successful SD, which is beneficial to the supplier.
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3.2.1.1.  Supplier’s Expectations in its Strategic Objectives

SD is a mutual program that necessitates a joint recognition by the buying firm and
supplier firm. When a supplier by itself hunts for further improvements of its
performance and capabilities and hopes to grow by dealing with a buying firm, a close
philosophical and strategic match could exist between the buying firm and the supplier
firm’s managements thereby improving the chances of success in the alliance
(Humphreys et al., 2004; Li et al., 2012). The supplier’s expectation of future growth
and shared cooperation is considered by the buying firm when selecting a supplier to
develop (Monczka et al., 1993).

3.2.1.2.  Conformity of Supplier’s Capabilities

On the one hand, a supplier could effectively meet up with the requirements of its
customers (buyers) by focusing on each customer firm in its strategy and ensuring that
its capabilities conform to the buying priorities of the customer. On the other hand, the
supply management activities of a buyer should be directed towards its overall goals in
its strategy. Thus, it is logical to say that the buyer’s efforts to realign the supplier’s
capabilities with the buyer’s needs should be included in the strategic purchasing plan of
the buyer so that they can contribute towards achieving the overall goals of the buyer. In
this respect, strategic purchasing should precede the application of supply management

practices/activities including supplier development (Sanchez- Rodriguez, 2009).

3.2.1.3.  Supplier Commitment

Ghijsen et al. (2010, p. 20) defines commitment as “supplier’s desire to maintain and to
strengthen the valued relationship and represents a long-term orientation to the

relationship”.

In effect, it would appear that buyers assist those suppliers who show a willingness or
commitment in the long-term to develop their manufacturing and technical capabilities.
It is only when such a commitment is apparent that buying firms provide their own
resources in developing suppliers (Humphreys et al., 2011). Long-term commitment
induces the supplier to be more innovative with respect to improving performance
(Prahinski and Benton, 2004; De Toni and Nassimbeni, 2000). The supplier’s
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commitment in terms of loyalty, cooperation and longevity in the relationship with the
buying firm contributes to successful SD efforts associated with operational

performance measures (Prahinski and Benton, 2004).

3.2.1.4.  Supplier-specific Adaptations

This is characteristic of long-term buyer-supplier relationships. It involves partners
adapting to each other and arises from previous events, activities and decisions thus
enhancing the feeling of doing future business together due to similar experiences. It
leads to sharing of resources or gives access to the partner’s resources as well as

prevents any competitor from replacing one of the partners (Walter, 2003).

Supplier-specific adaptations are investments of a buying firm in its suppliers’
knowledge, structure and processes to utilize its resources e.g. buy a special machine,
change product design, use new technologies, and understand the production and

planning systems to estimate the capabilities of a supplier (Ibid).

Furthermore, by fast innovation strategy is meant the adaptation with chosen suppliers
in processes and procedures such as electronic data interchange (EDI) and total quality
management (TQM). As concerns information exchange, supplier-specific adaptation
such as first providing partial information for a subsystem increases coordination and
integration of the activities of suppliers in new product development (NPD) processes.
In this way, a supplier can contribute good ideas on products, technology and equipment
(Ibid).

3.2.2. Buyer-Specific Success Factors

These success factors are initiated and executed by a buyer or require a buyer’s effort

for their realization with the cooperation of the supplier.

3.2.2.1.  Long-term Strategic Goals

The clarity of long-term strategic goals determines the effectiveness of SD (Humphreys
et al., 2004). According to Watts and Hahn, (1993) as cited in Humphreys et al., (2011),
buyers SD efforts should concentrate on developing suppliers’ future capabilities in

technology and product development rather than on current quality and cost. They
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emphasize that developing supplier capability and flexibility would be the key to the
success of SD (Li et al., 2012; Humphreys et al., 2011; Humphreys et al., 2004).

In the short-term, buying firms usually measure the success of SD programs based on
the outcomes, which are generally their requirements such as cost reduction, short
delivery time, quality materials and components but viewing SD as a strategic process
may make it more effective in building capabilities, which enhance permanent
improvements. This is because the buyer-supplier dyad gets benefits from a partnership
relation involving mutual learning and complementary capabilities than from corrections
given by the buyer. With the long-term view, operational knowledge transfer is
facilitated by the interaction between firms to integrate the specialized knowledge of the

employees in problem solving (Arroyo-Lopez et al., 2012).

3.2.2.2. Top Management Support

According to Krause (1999), without the awareness of top management of the
competitive benefits that can be derived from effective supplier management, it is
unlikely that the buying firm will devote sufficient resources and have the willingness to
manage supplier performance. Consequently, top management has been found to be an
important enabler in initiating a SD program based upon the buying firm’s competitive
strategy (Humphreys et al., 2004). The purchasing department requires the
encouragement and support from top management to use the buying firm’s resources

within a supplier’s operation (Li et al., 2012; Humphreys et al., 2004).

The need for the implementation of a SD program may be derived from top-level
managers, because they are most aware of the firm's strategic imperatives to remain
competitive in the marketplace (Hahn et al, 1990). Thus, top management may initiate
the SD program (Krause and Ellram, 1997b).

3.2.2.3.  Power Influence Strategy in Supplier Development

Ghijsen et al. (2010, p. 18) explain power influence strategy as “the structure and
content of the communication with which a firm (source) tries to control or change the
behaviour of another firm (target)”. In SD, the buying firm (source) tries to change the

performance of the supplier (target). According to Ghijsen et al., (2010), influence
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strategies can be divided into indirect strategies (information exchange and
recommendation) and direct strategies (request, promises, threats and legalistic pleas).
Wagner (2010) also applies the same influence strategies as used in marketing channels

into SD in industrial buyer-supplier relationships.

For information exchange, the source gives information to the target with no specific
action required from the target. For recommendation, the source specifies the action
expected from the target in order for the latter to achieve the desired positive results. As
concerns request, the source demands action from the target without indicating any
subsequent positive or negative sanctions. When using promise, the source proposes a
specific compensation to the target in the situation where the target fulfils the
requirements and desires of the source. For threat, the target is informed by the source
that failure to comply will lead to negative sanctions. In the case of legalistic pleas, the
source contends that a formal agreement or contract requires and necessitates the target
to comply (Ghijsen et al., 2010; Wagner, 2010).

It is obvious that indirect strategies try to change the views of the target towards the
desirability of an action so that a change in behaviour can bring desired results such as
improved performance or avoid adverse ones. On the contrary, direct strategies try to
change behaviour by giving little consideration to the view of the target through the use
of explicit or implicit rewards or sanctions (Ghijsen et al., 2010).

Influence strategies indicate that the buying firm is not actively involved but uses power
or its position to execute the SD program rather than collaborative joint actions with the
suppliers. Consequently, influence factors help the buying firms in upgrading the
suppliers’ products, delivery performance and capabilities in SD programs (Wagner,
2010).

3.2.2.4.  Buyer Commitment

Krause et al., (2007) state that commitment causes performance goals establishment,
competitive advantage (Prahinski and Benton, 2004) as well as value creation for the
buying firm. The buying firm should exhibit its commitment to the supplier through
active engagement, investment and relationship development (Wu et al., 2011). Some

buyers say that long-term contracts ranging from three to five years show commitment,
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which means a long-term perspective but this commitment always has elements of

genuine risks if it has to be sustainable (Krause and Ellram 1997b).

When a buying firm involves its supplier in product development, the commitment in
the buyer-supplier relationship increases because the supplier deems the relationship as
important, wants it to continue and hopes for future benefits. This attached importance
motivates the supplier to apply maximum effort in the SD program to meet and even
exceed the buyers’ requirements thereby making commitment to be beneficial to the

relationship (Ghijsen et al., 2010).

3.2.3. Buyer-Supplier Interface Success Factors

These factors or activities require the attention and deep involvement of both the buyer
and the supplier firms for their effectiveness.

3.2.3.1.  Knowledge Sharing and Transfer

From the knowledge based view of a firm, knowledge is regarded as a major and
strategic resource that is the base of competitive advantage (Wagner, 2010). Thus, SD
programs have been conceived as processes intended to transfer and inculcate
knowledge and capabilities from the customer to the supplier (Wagner, 2006) through
knowledge transfer activities. These range from electronic transmission of codified
(explicit) knowledge to the transfer of tacit (un-coded or ambiguous) knowledge using
collocation of employees (Arroyo-Lo6pez et al., 2012; Wagner, 2010; Modi and Mabert,
2007). Knowledge transferred to supplier firms such as manufacturing or technological
knowledge (Wagner and Krause, 2009) enables them to develop, produce and distribute
superior products efficiently as it improves suppliers’ production or upgrade its

technology, logistics and other capabilities in the long-term (Ibid).

Capabilities are a firm’s ability to assemble, integrate and deploy resources to realize
benefits (Barney et al., 2001 cited in Arroyo-Lopez et al., 2012). In SD, these
capabilities go from basic skills for performance to continuous improvement and
innovation abilities and are transferred through multiple activities and routines that

facilitate the interaction, information interchange and integration. This intensifies the
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quality of knowledge being transferred (Arroyo-Lo6pez et al., 2012). Consequently, SD

is a kind of cooperation (Li et al., 2012) between a buyer and a supplier.

Knowledge transfer activities include multidisciplinary and inter-firm, training of the
supplier’s personnel, temporary personnel transfer, inviting supplier’s personnel and
“on-site” technical assistance and consultation (Arroyo-Lopez et al., 2012; Wagner,
2010). These activities improve the economic performance of the supplier (Hernandez-
Espallardo et al., 2010) as well as the suppliers’ capabilities to manufacture, manage,
design, use new technology and create intellectual capital which lead to competitive

advantage of the buyer-supplier dyad (Arroyo-Lépez et al., 2012).

Buyer-supplier collaboration enhances the efficiency of the flow of knowledge to
increase the effectiveness of SD activities and the firms’ ability to innovate (Ibid). The
lack of expertise and resources to improve performance pushes suppliers to welcome
support and collaboration from the buying firms, especially small supplier companies.
Thus, resource investment activities bring learning benefits to supplier and help them to
understand the desires and requirements of the buyers in order to produce quality goods

above competitors (Ghijsen et al., 2010).

Since knowledge may be an important source of coordination, sharing it in a SC is
necessary especially in the case where sharing of knowledge with suppliers is part of SD
programs. This is compatible with previous academic studies, which demonstrate that
SD activities cause exchange of knowledge between firms (Nagati and Rebolledo, 2013;
Modi & Mabert, 2007; Krause, 1999). Knowledge transfer is intended to increase
suppliers” competence as well as a network of competent suppliers in a straightforward
way to improve purchasing performance (Hernandez-Espallardo, 2010; Sanchez-
Rodriguez et al., 2005).

In collaborative product development, Littler et al., (1995) as cited in Hernandez-
Espallardo, (2010) found that only 33 per cent of respondents were concerned about
giving proprietary information, which may comprise all or part of the firm’s unique
contribution to its competitive position as the major risk in this type of collaboration.
They also found that only another 11 per cent of respondents mentioned the risk of
collaborators becoming competitors. These figures show that a high percentage of
companies accept that collaborative product development is a good factor for a
successful buyer-supplier relationship.
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This reveals the existence of a paradox in inter-firm learning that can lead to success but
may also be a hindrance to Supplier Development. Mohr and Sengupta (2002) cited in
Hernandez-Espallardo (2010, p. 103) support this view. They state, “While one wants to
learn as much as possible from one’s partners in order to maximize the effectiveness
and efficiency of the partnership, one must also limit transparency and leakage of
information in the partnership so as not to dilute the firm’s sources of competitive

advantage”.

3.2.3.2. Trust

Trust is considered as a central organizing construct in buyer—supplier relationships
(Shokri et al., 2012; Wagner, 2011). It builds up slowly from experience as the
relationship progresses and dies out as the firms seek to leave the relationship. Firms in
buyer-supplier relationships are more willing to work with those firms that they can trust
(Wagner, 2011). Bagchi and Skjoett-Larsen (2003) also emphasize on trust between the
partners in a buyer-supplier relationship in order to promote collaboration, decision

delegation and reduce irrational behavior.

Trust is considered and identified as a building block in buyer-supplier relationship
literature. However, it is also mentioned that the operationalization of this concept is not
simple (Goffin et al., 2006; Smeltzer, 1997; Kumar et al., 1995). In this regard, trust is
explained by Arrow, (1974) as cited in Smeltzer, (1997, p. 41) as follow:

“Trust and similar values, loyalty, or truth telling are examples of what an
economist would call “externalities.” They are goods; they are commodities, they
have real practical value; they increase the efficiency of the system, enable you to
produce more goods or more of whatever values you hold in high esteem. But they
are not commodities for which trade on the open market is technically possible or

even meaningful”.

When trust grows and prevails, the buyer-supplier relationship is likely to move towards
a partnership orientation (Lawrence, 2004) and employees involved in SD activities will
be more open without hesitation, even to knowledge sharing with the employees of the
other party (Wu et al., 2011; Ryu et al. 2009; Wagner, 2011; Hernandez-Espallardo et
al., 2010). Tomkins (2001) emphasizes this partial trade-off between trust and
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knowledge sharing i.e. as trust increases between the firms, more knowledge can be

shared freely.

Terpend et al. (2008) consider that the extent of information sharing depends on the
degree of mutual trust that has been shaped between the buyer and the supplier.
Interestingly, Zhang et al. (2011) argue that communication directly increases a
supplier’s trust in the buying firm. Furthermore, a climate of trust can cause a firm to be
more committed to what they agree to do since trust raises the level and intensity of
committed behavior in a buyer-supplier relationship (Nagati and Rebolledo, 2013; Ryu
et al., 2009).

It has also been argued that trust is a more effective and less costly means of
safeguarding specialized investments. It is suggested that buying firm’s trust in the
supplier would enhance the effect of buyer asset specificity on joint action in buyer—
supplier relations (Li et al., 2012; Humphreys et al., 2004). Trust could also create an
environment that prohibits opportunistic behavior between the parties to an exchange as
well as induces desirable behavior and thus lower the transaction costs required to

achieve investments in specialization (Humphreys et al., 2011; Ryu et al., 2009).

Trust plays an important role in successful business-to-business relationships because it
reduces the costs of conflict and other transaction costs and it is more efficient than
other governance mechanisms in allowing the relationship to find and develop their
potential synergies. Therefore, the outcome of SD activities in trust-based and reliable
relationships will be more positive (Hernandez-Espallardo, 2010; Wagner, 2011). In
short, trust is vital in creating enthusiasm for both parties to participate in SD activities
(Nagati and Rebolledo, 2013).

3.2.3.3.  Communication Methods and Effective Communication

An important factor in an effective SD program is the communication method or
medium for communicating information and knowledge between the buyer and the
supplier (Shokri et al., 2012). Communication methods are classified into traditional
communication methods (telephone, fax, e-mail, written and face-to-face discussions)
and advanced communication methods (computer to computer, EDI and enterprise

resource planning - ERP) but are used in a combined manner (Carr and Kaynak, 2007).
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These methods are used for information sharing between the buying firm and supplier.
By information sharing is meant the communication of information that is detailed
frequent and timely between buyer and major suppliers to meet the buyers’ requirement.
There is an indirect but positive relation between communication and firm performance.
Communication methods have a straightforward or direct effect on information sharing
i.e. they are technologies that enable and enhance the sharing of information.
Information sharing within a firm clarifies employees on important issues with suppliers
(Carr and Kanyak, 2007). These considerations make communication methods and

information sharing to be important for a successful SD.

Effective, two-way communication is characterized as an essential successful factor to
buyer and supplier performance (Wagner, 2010; Prahinski and Benton, 2004; Vijver et
al., 2001) and specifically in SD efforts (Krause and Ellram, 1997b). According to Li et
al., (2012), open and frequent communication between the buying firm’s personnel and
its suppliers is an excellent approach in motivating suppliers. This leads towards

achieving a sustainable buyer-supplier relationship (Krause et al., 1998).

Involvement in an early phase and open channels of communication increase
understanding between the buying firm and the supplier firm as well as enable conflict
resolution between both parties (Humphreys et al., 2004). The success of good
communication lies in the frequency, information sharing, personal involvement of the
buying firm and its related personnel, development of a relationship-specific memory
and the genuineness of the efforts (Li et al., 2012; Hernandez-Espallardo et al., 2010;
Humphreys et al., 2004).

Krause and Ellram, (1997b) argue that when communication occurs among design,
engineering, quality control and other functions between buying firms and supplier
firms, in addition to the purchasing-sales interface [parallel communication (Forslund
and Jonsson, (2009)], the suppliers’ quality performance becomes greater than what it
was when only the buying firm's purchasing department and suppliers’ sales department
[serial communication (Forslund and Jonsson, (2009)] act as the inter-firm information
channel. Gait and Dale (1991) cited in Krause and Ellram (1997b) emphasize the
importance of two-way communication between buyer and suppliers and its potential

positive effect on the buying firm's competitiveness.
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Humphreys et al. (2011) note that effective communication enhances synergistic
benefits, which in turn result in a greater commitment and proactivity from suppliers.

Prahinski and Benton (2004) divide effective communication into four main parts:

The effect of indirect influence communication strategy represents the supplier’s
perception and the effect of indirect influence strategy as different from the view of the
buying firm. The supplier does not perceive that the buying firm’s indirect influence

strategy directly affects the supplier’s performance.

The effect of formality represents the positive perception of supplier firms regarding the
standardized procedures and formal channels of communicating the supplier
evaluations. However, for the buying firm, it is not an easy task to think that
establishing a SD program such as a formal evaluation program will improve the
supplier’s performance and capabilities. An improved supplier’s performance rather

requires the coordination of factors that are outside of the buying firm’s area of control.

The effect of feedback deals with the enhancement of buyer—supplier relationship. It
means that the buying firm executive needs to pay special attention to their suppliers’
suggestions for performance improvement and to clarify the buying firm’s objectives,
evaluation procedures and evaluation results. This feedback opportunity enhances the

supplier’s perceptions of the buying firm’s cooperation and commitment to the supplier

(Ibid).

The effect of collaborative communication stands for the positive influence of buyer—

supplier relationship regarding the buying firm’s commitment and cooperation.

A buying firm that intends to implement a SD program should use indirect influence
communication strategy, formality in program structure and feedback as seen above
with its critical suppliers. All of these three effective communication parts/strategies
used together are more powerful in their influence of a buyer—supplier relationship than

any one strategy used in isolation (Ibid).

Communication involves different aspect such as communication quality, participation,
and information sharing. The quality of communication is measured by its timeliness,

accuracy, adequacy, completeness, and credibility (Vijver et al., 2001).

60



Linnaeus University

School of Business and Economics

3.2.3.4. Long-term Commitment

The majority of buying firms involved in SD perceive their suppliers as partners (Krause
and Ellram et al., 1997b). In agreeing to adopt a partnership strategy, this means that a
buying firm is ready to pursue a long-term relationship with the suppliers and this
necessitates commitment (Humphreys et al., 2004). Morgan and Hunt, (1994) cited in
Ryu et al. (2009, p. 499) define commitment as “the belief of an exchange partner in an
on-going relationship and that committed behaviour ensures maximum efforts at

maintaining the relationship”.

The commitment of both parties is regarded as a key component in the success of SD
(Mortensen and Arlbjern, 2012; Wouters et al., 2007; Wagner and Krause, 2009;
Handfield et al., 2000; Krause and Ellram, 1997a,b; Hartley and Choi, 1996). However,
buying firms affirm that gaining the commitment of suppliers’ top management is the
most important success factor for a SD program because management sets objectives,
provides resources, removes barriers and rewards change (Hartley and Chio, 1996).

Commitment evolves with time and is enhanced by communication. Hence, the structure
and content of communication as an influence strategy of the buying firm used to
change the behaviour or performance of the supplier enhances commitment (Ghijsen et
al., 2010). It is worth noting that, SD efforts is highly demanding in terms of long-term
commitment in order to achieve desired outcomes (Talluri et al., 2010).

3.2.4. Summary of the Success Factors of Supplier Development

Refer to above-mentioned issues, the buyer- and supplier-specific as well as interface

success factors between buyers and suppliers are revealed in the Figure below.
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Figure 3.3: Summary of SD Success Factors
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3.3. Barriers to Supplier Development

SD programs are not always successful i.e. even if both the buyer and its supplier agree
that SD can be regarded as a cornerstone for achieving mutual benefits, success is not
always a foregone conclusion (Handfield et al., 2000). This is why it is important to
understand what kind of barriers might hinder the success of a SD program so as to
possibly avoid them. Krause et al. (1999) and Handfield et al. (2000) demonstrate the
potential barriers related to buying firms, their suppliers as well as the interface pitfalls
that SD efforts might face.

3.3.1. Supplier-specific Barriers

Handfield et al. (2000) report that usually, more than half of the identified pitfalls in SD
lie within the supplier-specific category.
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3.3.1.1.  The Supplier’s Lack of Commitment

Previous studies illustrate that there is a link between SD initiatives and supplier's
commitment (Nagati and Rebolledo, 2013; Krause, 1999). Lack of supplier’s
commitment in terms of loyalty, seeking for a long-term alliance, resource investment,
patience with buyers in difficulty (Krause, 1999), expectations of relationship continuity
(Prahinski and Benton, 2004) and lack of total quality commitment by suppliers
(Handfield et al. 2000) hinder the buying firm’s willingness in SD efforts with that
supplier (Krause, 1999). Hence, the buying firm may be unable to meet its business
objectives (Prahinski and Benton, 2004; Handfield et al. 2000).

Further, Krause (1999) asserts that the buying firm must perceive evidence associated
with some level of the supplier’s commitment to the relationship as well as SD efforts in
order to reduce and eliminate the uncertainty about relationship continuity and long-
term benefits. Otherwise, the buyer itself might be reluctant to be committed to its
supplier. Handfield et al. (2000) affirms that a supplier’s commitment is assessed
through the buying firms’ perception of whether the supplier takes the feedback
seriously, the supplier’s failure in training sessions or realizing significant operational

results as requested.

3.3.1.2.  Insufficient Supplier Resource

Shortage in supplier resource such as engineering resources, equipment, information
systems, and employee skills is another pitfall to SD efforts (Handfield et al. 2000)
which hinder competence and competitiveness of the supplier (Krause et al., 1999). The
buying firm depends on its supplier’s abilities to provide a competitive product or
service, hence the supplying firm must be competitive to some extent e.g. in quality or
lead times. This barrier usually is seen in small supplier in terms of annual sales volume
and the percentage of the suppliers’ sales to the customer firm than larger one (Krause et
al., 1999). Furthermore, the efficacy of SD efforts relies on existing capabilities of a
supplier (Talluri et al., 2010) therefore; insufficient resources of the supplier might
affect the SD programs success.
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3.3.1.3.  The Supplier’s Complacency

Lascelles and Dale (1990) studied about 300 suppliers who claimed to know the
measurement relating to their customers’ (buying firms) satisfaction associated with the
quality of the products/services i.e. what factors really sell their products in terms of

quality, price and delivery time.

However, according to the analysis, they were mostly subjective and did not have
quantitative or proactive measures (e.g. market research activities and advanced quality
planning carried out in conjunction with customers and competitive benchmarking) of
their customers’ satisfaction. In other words, to them, “no news is good news” (Ibid, p.
49). Thus, the suppliers did not think in the same way as their customers thought and
needed. It is evident that this kind of attitude by suppliers can hinder the buying firms’
satisfaction and willingness to get involved in SD efforts effectively (Galt and Dale,
1991).

3.3.1.4.  The Supplier’s Reluctance to Supplier Development

Unwillingness of suppliers to join in SD efforts is another major pitfall in SD, which
may take place for different reasons. The lack of freedom that a supplier could
experience during its involvement in SD might reduce enthusiasm to tie itself to the
buying firm and consequently will not follow the SD program completely (Galt and
Dale, 1991). The success of SD can be threatened if the supplier cannot perceive a
tangible evidence of support from the buying firm with matched resources (Krause et
al., 1998).

The difficulty for suppliers’ top management to accept other ways of doing things may
be a serious hindrance to implement SD. This is obvious when a supplier manager
taking part in a research said, “70 agree to participate in SD, you have to eat your
pride” (Hartley and Choi, 1996, p. 38).

3.3.2. Buyer-specific Barriers

The second area of barriers in SD efforts concerns the buying firm. The barriers

originating from a buying firm can examined in six domains.
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3.3.2.1.  Lack of Buyer’s Top Management Support

The need for a SD program must first be recognized and accepted by the top managers
of the buying firm who are determine to improve the firm's competitive position (Hahn
et al., 1990). In this regard, top managers should have a better understanding of an SD
program (Smeltzer, 1997) and must focus on their SD program implementation efforts
(Prahinski and Benton, 2004) so that the supplier can perceive the buying firm’s

commitment.

Without top management support and willingness, the buying firm is vulnerable to
failure in allocating ample resource in SD efforts (Humphreys et al., 2011; Handfield et
al. 2000). The supplier’s commitment will be hindered and the supplier’s top
managements green light to cooperate effectively might be lost (Handfield et al., 2000)
and thus achieving competitive benefits that can be derived from effective SD will be in
danger (Krause, 1999).

3.3.2.2.  Lack of the Buying Firm’s Credibility to its Supplier

Receiving product/service in good quality is an integral part of purchasing practices and
quality management issues are observed as an inevitable part of SD efforts (Wagner,
2006b). Therefore, the supplier needs to be convinced that the buying firm is sensitive
about quality improvement, which contributes to building the buying firm’s credibility.
To do so, the buying firm should transmit its quality expectation through its behaviour
and attitudes i.e. purchasing strategy, supply management practices, the quantity of
returned-product report due to poor quality, production schedules as well as engineering

design/production/supplier liaison (Lascelles and Dale, 1990).

The buying firm’s acceptance of non-conforming items over a long period, criticism of
its vendor’s, last minute changes to schedules, poor purchasing and frequent switches
from one supplier to another lead to the credibility gap in the buyer-supplier
relationship. Consequently, the supplier is likely to question the adequacy of the
purchaser's quality assurance system in detecting non-conforming products and thus the

buying firm’s credibility becomes undermined in the eyes of the supplier (Ibid).
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3.3.2.3. Bias-related Barriers

This pitfall usually occurs when the supplier is a small company (based on the definition
by Krause et al., (1999)) compared with other large suppliers in the network. In this
regard, the buying firm is likely to present more strong corporate commitment to large
suppliers. Therefore, the small supplier will be more vulnerable to miss the benefits of
SD efforts than large ones. Additionally, it is difficult for the small supplier to expand
the level of business with its buyer due to the existence of “old-boy network” (Krause et
al., 1999, p. 39). This bias against the small suppliers (less percentage sales to buyer) is

a pitfall of SD with such suppliers.

Furthermore, Li et al. (2012) assert that without a buying firm’s commitment, the
suppliers may be reluctant to make changes in their operations to justify the
requirements of that specific buying firm. Hence, it is considerable that those suppliers
with less percentage of the sales to a buying firm are less dependent on the buyer than
their high percentage counterparts (Krause et al., 1999) and this could be regarded as a

hindrance to SD efforts.

3.3.2.4.  Lack of the Buying Firm’s Effectiveness

Krause et al. (1999) report that supplying firms generally indicate that SD efforts do not
reduce their obstacles in doing business with buying firms. Thus, the suppliers question
the effectiveness of SD programs as well as the associated buying firms in helping them
to survive, grow and be profitable.

3.3.25.  Misguided Supplier Development Objectives

Buying firms do not often realize the true meaning of SD programs associated with their
demands as well as the outcomes respectively. For instance, according to suppliers’
standpoint, the buying firms do not understand the basics of total quality management
(TQM). As Lascelles and Dale (1990, p. 49) assert, “Many [buyers] have formal vendor

audit programs but no clear SD objectives”.
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3.3.2.6. The Buyer’s Reluctance to Supplier Development

The buyer’s reluctance to put an effort and commit to the SD efforts is seen as a barrier
to the success of SD. This may occur when obvious potential benefits cannot be realized
or SD practices may not justify small-quantity purchases from numerous suppliers.
Moreover, the buyer might consider the specific supplier as not being important enough
for the SD investment and thus its willingness to SD decreases (Handfield et al., 2000)
or the supplier does not have compatible strategic objectives with its customer i.e. the
buying firm (Humphreys et al., 2011). Lofty expectations that go unrealized (Handfield
et al., 2000) as well as lack of immediate return (Talluri et al., 2010) may lessen the

buyer’s readiness for SD efforts.

3.3.3. Buyer-Supplier Interface Barriers

The final type of barriers of SD efforts can be occurred in the interface between buyers

and suppliers areas.

3.3.3.1. Lack of Trust

In the previous section— success factors to SD programs, it has been discussed that trust
is a cornerstone of any kind of relationship between the buyer and the supplier. It
promotes commitment in exchanges between partners i.e. better communication and
information and knowledge sharing and thus improves participation in SD as well as
minimizes opportunistic behaviors (Nagati and Rebolledo, 2013; Zahng et al. 2011; Wu
et al., 2011; Wagner, 2011; Hernandez-Espallardo et al., 2010; Ryu et al. 2009).

Lack of trust is a big challenge in SD efforts (Handfield et al., 2000). Tomkins, (2001)
considers the use of information in inter-firm relationships associated with two
concepts; information and trust. In this regard, as Terpend et al. (2008) mention, the
extent of information sharing depends on the degree of mutual trust. Interestingly,
Handfiled et al. (2000) argue that the relationship between information sharing and trust
IS a two-way highway. Inter-organizational relationship demand partner’s selective
information promulgated via explicit or implicit methods (Ryu et al, 2009). When
suppliers prevent to release sensitive and confidential information e.g. regarding costs,

processes and operations etc. to the buyers which is necessity for SD practices, the
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success of SD will be in danger. Ambiguous or intimidating legal issues and ineffective
lines of communication also are considered as constraints in trust building and

successful SD efforts.

The supplier and buyer’s wrong perception in different aspects such as fear of
competitors acknowledgement in the SC and using the information exchanged
opportunistically, arm's length relationships and ineffective purchasing strategies lead
them not to be open to each other (Nagati and Rebolledo, 2013; Handfield et al., 2000).
As Wagner et al. (2011, p. 42) assert “A supplier can have a great reputation and a
promising future with a buyer but if the buyer loses confidence in the supplier’s
trustworthiness during a specific project, the future of the relationship could be in
jeopardy”.

3.3.3.2.  Poor Alignment of Organizational Cultures

When any condition in a buyer-supplier relationship is changed, the existing successful
SD approach might no longer be feasible and viable. Changes that might take place
include changes in the nature of the SC, new supplier entrance, shift in geographical
location and changes in expectations etc. Consequently, some misunderstanding could
occur with the supplier due to changes in conditions. Hence, it would be necessary to
spend considerable time communicating with suppliers and showing them what is

required and necessary (Handfield et al. 2000).

3.3.3.3.  Insufficient Inducements to the Supplier

Supplier incentives can be considered as a mechanism, which stimulates SD practices
and focuses on the supplier’s improvements and great achievements (Wagner 2010,
Krause et al., 2000; De Toni and Nassimbeni, 2000). In this regard, ineffective methods
and insufficient communication regarding potential benefits of SD efforts might reduce
the suppliers’ enthusiasm as well as the commitments to the program (Handfield et al.

2000).
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3.3.3.4. Poor Communication and Feedback

Many scholars declare that poor communication and feedback in the interface between
the buying firm and the supplier act as a barrier, which defeats the SD process and
hinders supplier performance improvement (Humphreys et al., 2011; Lawrence, 2004;
Handfield et al. 2000; Krause et al. 1999; Krause and Ellram, 1997a; Lascelles and
Dale, 1990). The need for effective communication encourages the use of maximum
communication but does not guarantee a good functioning of buyer-supplier
relationship. Rather too much communication may lead to information overload that can
possibly act as a barrier and bring adverse results. Thus, an acceptable level of
communication should be used which minimizes ambiguity in messages in order to be
effective and efficient (Hoegl and Wagner, 2005 cited in Ghijsen et al., 2010).

On the one hand, Lascelles and Dale (1990) mention that most dissatisfied suppliers do
not share their dissatisfaction with the buyers and vice versa due to the partners’
inability to communicate clearly their requirements or due to lack of appropriate
opportunity created by any of the parties to communicate effectively. On the other hand,
Lawrence, (2004) discuss that the perception of partners is never the same in terms of
their specific or general demands and expectations. This misguides partners from
portraying an accurate picture of the other one in terms of demands and requirements

thus leads to non-response in feedback.

Furthermore, evidence demonstrates that usually a buying firm shares its expectations
and asks its suppliers for process and performance improvements. However, reverse
information sharing and feedback is least considered and a supplier is seldom asked of
its expectations and feedback on the buyer’s performance. This limited view to
information sharing in communication that most buyers take creates the perception gap
and hampers partnership development as well as the success of SD (Lawrence, 2004).
This is supported by Krause et al. (1999) who reveal that suppliers, specially smaller
ones have communication problems in the areas of advertising to the customers,
obtaining bidding information, and being known by the customer firms’ buyers thus can

claim that the buying firms know very little about them.

Interestingly, Dyer and Hatch (2006) point out that poor information and knowledge

transfers might be due to unreliable knowledge source (e.g. lack of motivation, lack of
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credibility), problems in the recipient of knowledge (lack of absorptive capacity, lack of
motivation), or attributes of the knowledge itself (causal ambiguity).

Regardless of the reasons behind poor communication and the transfer of information
and knowledge, the relationship between partners might be ruined and unsuccessful and

the SD benefits would not be ample for further investments (Talluri et al., 2010).

3.3.3.5. Power Issues

Power dependence (Krause’s et al., 1999) and purchasing power (Lascelles and Dale,
1990) are recognized as SD barrier associated with power issue (Mortensen and
Arlbjgrn, 2012).

Regardless of how the sample was split in terms of size, annual sales or partnership
period in the study by Krause et al. (1999), it reveals that usually suppliers have
problems with their buying firms in obtaining favourable terms during negotiations i.e.
the buying firms have more power than their suppliers. It is more significant with small
suppliers who complain that the buying firms only place small orders with their firms.

The lack of success in an SD program associated with supplier quality-performance
improvement may result from lack of buying firm’s power in terms of purchasing which
has a major influence on buyer-supplier relationship. The buyer’s Purchasing power
enables suppliers to improve the quality of their products and performance without
necessarily helping them to develop a company-wide approach to quality management
(Lascelles and Dale, 1990).

3.3.3.6.  Lack of Profitability

Both buyer and supplier should perceive that their commitment and investment in SD is
profitable in terms of tangible or intangible (Hartley and Choi, 1996), direct or indirect
(Wagner, 2010), short- or long-term (Krause and Ellram, 1997b) benefits. Otherwise,
the motivation for engaging in SD is in considerable danger, which is more apparent
specifically for suppliers who illustrate “doing business with this buyer is not very
profitable for the firm” (Krause et al., 1999, p. 37). As a result, it might lead to

misunderstanding in terms of who pays and who gains more (New and Burnes, 1998).
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3.3.3.7. Risk of Losses

Buying firms should pay special attention to direct development efforts in SD because
they include transaction-specific investments in the supplier by the buying firm. In the
long-term, direct-involvement investments may reduce the buying firm’s transaction
costs and uncertainty regarding important manufacturing inputs. However, it may also
include a risk to the buying firm because these investments are non-transferable and the
payback of the SD investment are unrecoverable for the buying firm if the relationship

breaks up in an early phase between a buying firm and its supplier (Krause et al., 2000).

The use of knowledge-sharing routines is considered both costly and risky because a
great deal of time and resources may be required to support the transfer. Moreover,
these investments are relationship-specific and create a lock-in condition which brings
vulnerability because the buying firm cannot leave the relationship with the supplier
firm without incurring economic losses (Wathne and Heide, 2000 cited in Hernandez-
Espallardo, 2010).

3.3.4. Summary of the Barriers of Supplier Development

Figure below summarizes aforementioned pitfalls in terms of buyer-, supplier-specific

as well as interface barriers between buyers and suppliers.
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Figure 3.4: Summary of SD Barriers
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4. Empirical data

T his chapter records all the data collected from four companies in relation to the
research topic which is supplier development (SD) . The companies comprise one
buying firm as the focal company and three of its main suppliers that together form the
three dyadic relations examined. The data is gotten through interviews and is intended
to obtain responses to the three research questions (RQ). Having stated the literature
related to the RQs in chapter three above, the questions for the interviews are derived
from it to make the connection between the RQs, the theory and the empirical data. The
chapter gives a brief background of each firm and then focuses on each company’s
views on the practices, successes factors and barriers in its relationship with the other

company in the buyer-supplier dyad.

4.1. SoOrensens Chark AB (Buying Company)

This is the buying company in this research, which together with its three main suppliers
form the three dyads that are under investigation for SD practices, success factors and
barriers. In this research, it is written simply as Sérensens AB. The company produces
mainly sausages. The three main suppliers to Sérensens AB used in this research are
Bemis AB that supplies plastic films and packaging, Caneb AB that supplies the various
casings for the sausages and Formidabel AB that supplies spices. After accepting to take
part in this research, S6rensens AB gave the names and contacts of these three firms as

its main suppliers, which were then contacted as well.

The collaborative relationship and activities between Sorensens AB and these three
suppliers situates these four firms within the scope and context of this research. The
suppliers’ views about their respective relationships with the buying company are
expressed subsequently in sections 4.2, 4.3 and 4.4. The figure below gives an overview

of the dyadic relationships in this research.
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Figure 4.1: Dyadic relationships between Stérensens AB and its three main suppliers

Suppliers Buyer
Bemis AB SD Practices, Success Factors & Barriers
Caneb AB SD Practices, Success Factors & Barriers
-
Formidabel AB SD Practices, Success Factors & Barriers
\

Sources: Own creation

4.1.1. Company background

Sorensens Livs AB was founded in 1968. It is a subsidiary of Melkers Meat located in
Falun but the plant in Smaland is located in Savsj6, Jonkdping. The company is certified
by British Retail Council (BRC) and is Sweden's largest producer of poultry meat.
Sorensens AB also possesses considerable expertise in the functional foods and skinless
hotdogs. The distribution of meat products is done to the whole Sweden and the

customer base of Sérensens AB covers most of the big grocery chains in the country.

Sorensens AB produces two main classes of meat products. The first class, which is
pork-free, aims primarily at satisfying consumers who do not eat pork while the second
class (narrow & good), aims at satisfying consumers that are looking for meager and
healthy products. Sérensens AB has a turnover of SEK 40 million and its annual volume
of production is about 2000 tons. Sdrensens AB has 30 employees

(http://www.sorensensfagelchark.se, 2013).

The respondent in this interview on behalf of Sérensens AB is Jan-Ake Sjdstrand.

Sjostrand has been the purchase officer for the past 35 years but has been working in
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this firm for about 50 years. He is responsible for the purchase of plastic films and
packaging, casings and spices from Bemis AB, Caneb AB and Formidabel AB

respectively.

4.1.2. Supplier Development Practices as viewed by S6rensens AB

According to Sjostrand, Sorensens AB does not only place orders and receive products
from its three main suppliers but their interactions extend further to such activities as
holding meetings to talk about the quality of the products purchased from the latter as
well as other issues such as prices and improvement of the quality of the sausages it
produces. At least once a week the suppliers are contacted by phone for supplies. The
suppliers are quite engaged in the collaboration with Sérensens AB but Bemis AB
contacts the former more frequently because of the intricacies involved in temperature

regulation for the correct use of the plastic films it sells.

Sjostrand could not state exactly when these various suppliers started to deal with
Sorensens AB but summarizes that Caneb AB has been a supplier to Sérensens AB for
about 25 years, Formidabel AB for a period less than that of Caneb AB and Bemis AB

for an even shorter period than Formidabel AB.

As concerns the SD practices of Sérensens AB in its relationship with each supplier, the
firm applies competitive pressure on its suppliers by buying some limited quantities
from other suppliers. When asked about this, the respondent for Sérensens AB starts his
answer with the phrase “Yes, we have the power and we make use of it for security
purposes and to control cost”. However, it buys spices only from Formidabel AB due to

the limited quantity of spices required for the sausages per week.

The performances of these suppliers are usually evaluated mostly in terms of the quality
they offer. Sjostrand explains that the suppliers are evaluated all the time by comparing
the quality of their products with that of randomly contacted suppliers. However, for the
spices, Sorensens AB concentrates and depends mainly on Formidabel AB because
according to Sjostrand, “it is a delicate domain so we work closely together”. He
continues that in addition to quality, the other parameters of evaluation include delivery
time, number of defective products and cost because they are equally important factors

in production.
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The expectations of Sorensens AB with respect to these supplies are to have no
defective products from them as well as short delivery times because “we do not want to
keep stocks” explains Sjostrand. Consequently, deliveries are expected when required
and possibly at lower costs all the time. He equally says that short delivery times mean
frequent deliveries thus, Sorensens AB communicates frequently with its suppliers.
When it receives orders for sausages, it has to request for the supply of the necessary
products from these suppliers. This communication is done through phone calls and e-

mails. A few meetings also take place within the financial year.

There are no formally organised sessions or seminars for the exchange of knowledge but
Sjostrand clarifies that the parties talk about the products and the production of sausages
in a general manner, which he does not consider as transfer of knowledge because each
of them operates on a different sphere.

Talking further on the practices, Sjdstrand states that the increase or decrease of future
business volumes with its suppliers depends on the volume of orders received. Thus,
Sorensens AB cannot make open promises on that. Nevertheless, it hopes to keep its
suppliers for the volume of business it has attained since it started operations and to
increase the volume of business with them if the demand for sausages also increases.

Whenever these suppliers visit Sdrensens AB, they often talk about their products and
the processes in which the products are used. “We also give them feedback on the
products including any problem encountered in using the products” says Sjostrand. As
concerns recognition of the efforts of these suppliers, Sorensens AB had mentioned
Caneb AB in some of its newsletters but not now. When later questioned after the
interview with Caneb AB, Sjostrand confirms that Caneb AB sometimes visits with its

own suppliers.

Despite this close collaboration between Sérensens AB and its suppliers, it has no long-
term contracts with them. Quality, low costs, delivery performance (delivery time,
number of defective products) and other related business issues such as volume of
orders of sausages are more important to Sérensens AB and remain the factors that drive
the relationships. However, “We always have a place for Caneb given our long

collaboration as well as for the others” emphasizes Sjostrand.

76



Linnaeus University

School of Business and Economics

Talking on technical assistance, Sjostrand says that Sorensens AB has the necessary
experience in what it does. However, he adds that these suppliers are often informed of
any serious difficulties with the machines in relation to their respective products. In such
situations, the supplier concerned participates in solving the problem for the product it

supplies.

Furthermore, certification is very important for every business in Sweden so Soérensens
AB is certified and demands proof of certification for any supplier. In the words of
Sjostrand, “we are in the food industry, so we must be certified as well as all our

suppliers because this is important and enhances the confidence of consumers on us”.

In the three relationships, Sjostrand says that deeper collaboration is based on the
involvement of the suppliers in the product design and development of Sérensens AB.
As an example of this, he explains that the blanks or transparent casings for the different
types of sausages were usually confusing due to their similarities. Sérensens AB
involved Caneb AB and Bemis AB in discussions that led to the development of new
casings and films with different colours for the various products to enhance the
identification of the different types of sausages. “The intestinal casings are not coloured
because of their nature” he explains. He adds that they also talk of the best ways of
using the spices and the spices-mix as part of the product development especially for

new meat products. There is no direct investment of Sérensens AB in its suppliers.

Sjostrand emphasizes that over the years, the activities have been the same and the firms
have become closer to each other due to the long relationship. The main change he
could see is that there was less paper work during the initial years but too much paper
work in recent years. To summarize the views of Sorensens AB, the SD practices it

performs with its respective suppliers are marked with dots on the table below.
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Table 4.1: Summary of the SD practices by Sérensens AB with its three main suppliers

L . Bemis | Caneb | Formidabel

SD Practices in stepwise model AB AB AB

Competitive pressure . . .

Supplier evaluation . . .

Buying from a few suppliers per item . .

Raising performance expectations . . .

Communication and feedback . . .
. . . Discuss

Knowledge transfer (just discussions on products) products

Recognition .

Promises of increased current/future business if .

supplier performance improves (Suppler tacit

incentives)

Site visit (supplier to buyer only) . . .

Long-term contract

Technical assistance in improving supplier’s parts and . . .

materials (reverse)

Expectation of supplier certification . . .

Intensive information sharing

Training and education of a supplier’s personnel

Exchange of personnel between the two firms

Supplier involvement in buyer’s new product design . . .

and development

Direct investment in a supplier by the buying firm

Site visit by first tier suppliers .

Source: Own creation

4.1.3. Success factors in Supplier Development as viewed by Sérensens AB

Sorensens AB is very satisfied with these three main suppliers because according to
Sjostrand, all these suppliers have the best quality as required by the firm. He does not
give a long-term strategy in Sorensens AB for them but states that S6rensens AB hopes

to continue with them in the future as business continues or grows. He explains, “We
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are committed to working with them if our present business volume remains the same or
increases” which is consistent with his views in the practices. However, it has no long-
term contracts with these suppliers in relation to purchasing from them so there is no

long-term commitment as such.

The top management of Sorensens AB has great concern and support for the
relationships with these three main suppliers. It shows this support by encouraging the
collaboration with these suppliers in continuously dealings with them for a long time
and giving feedbacks that lead to improvements.

According to Sjostrand, Sorensens AB respects these suppliers during negotiations on
orders, cost and lead-times thereby, creating balanced conditions during such
negotiations. However, it exchanges information with them in the form of feedbacks as
well as states its recommendations during their discussions such as the need to
differentiate the casings for the different sausages and harder packaging for
transportation. Based on the information exchange and its recommendations, it expects
the suppliers to do what is necessary for success thus, it applies indirect power influence

strategies in the dyadic relationships.

In terms of business volumes, Sérensens AB buys good volumes of products from these
suppliers. It is a high purchaser from Caneb AB and makes considerable purchases from
Bemis AB. The volume bought from Formidabel AB is also good enough given that it is
spices. Among these suppliers, Bemis AB does more frequent supplies per week while
Caneb AB supplies two pallets per week and Formidabel AB one pallet per week.
According to Sjostrand, this shows the commitment of Sérensens AB to these suppliers

as well as the fact that most of its purchases are from these three suppliers.

The trust between Sérensens AB and these three suppliers is mutual and to S6rensens
AB, they are loyal and truthful. This is demonstrated by the fact that “what they
promise, they make sure that they do it” confirms Sjostrand who also adds, “We trust
their quality, delivery time and the price they give us for their products”. He says that
he has confidence in his personal friendship with the personnel of the suppliers with

whom he has been working for long and this strengthens the trust in their relationship.
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There is to-and-fro communication between Sorensens AB and these suppliers with the
communication methods being the telephone, e-mails and a few evaluation meetings.
They communicate openly and clearly about any dissatisfaction between them. The
computer system of S6rensens AB is not connected directly by EDI or ERP to any of its

suppliers because Sjostrand says phones and e-mails work perfectly.

For instance, SArensens AB knows that the warehouse of Bemis AB is found in Finland
so when it requires products, it sends an e-mail or makes a phone call to that effect. The
requested products are delivered within a maximum period of one week. For urgent
needs of supplies, Sorensens AB mostly uses phone calls because “e-mails take a little
longer to get attention ”, claims Sjostrand. For an e-mail, he says, “it is good for it to be

sent well in advance ”.

Sjostrand says that there is no formal transfer of knowledge between Sérensens AB and
these suppliers but that it mostly shares ideas with Bemis AB and Formidabel AB
because they always discuss about the products supplied and the production of sausages
leading to tacit knowledge transfer. He explains that the products from Caneb AB are

quite straightforward in using them so not much exchange takes place here.

The table below gives a summary of the success factors in SD as identified by Sorensens
AB. Those with dots are performed in the relationship between Sérensens AB and each
of the indicate supplier.

80



Linnaeus University

School of Business and Economics

Table 4.2: Success Factors in SD based on the perspective of Sérensens AB

Success Factors in SD B;rlgls Cirgb Forrlrbl\lgabel
Long-term Strategic Goals

Top Management Support o . .
Power Influence Strategy in Supplier Development . . .
Buyer Commitment o . .
Knowledge Sharing and Transfer (tacitly) . .
Trust . . .
Communication Methods and Effective Communication , o o
Long-term Commitment

Personal friendship . o o

Source: Own creation

NB: The last success factor “personal friendship ” was not found in any of the literature
reviewed but is a factor that has been indicated by the buyer, Sérensens AB, during this

research and deserves some considerations.

4.1.4. Barriers to Supplier Development as viewed by Sérensens AB

Sjostrand says that there is no lack of support from the top management of Sorensens
AB because its top management supports the relationship and has proven to be credible
by always purchasing from them. This credibility is derived from the fact that Sérensens
AB is exigent on quality and delivery performance. Thus, it is viewed as a serious
business firm that is trustworthy and credible. This is why any serious supplier would
want to work with it and explains long periods of its relationships with these three

supplier who also emphasize quality.

Sorensens AB pays great attention to these main suppliers because according to
Sjostrand “They know what they are doing and they do it well so we are satisfied”. He
explains that Sérensens AB buys most of its products from these suppliers so they are
not biased or neglected for its purchases. In terms of effectiveness, SGrensens AB says it

is effective in its relation with these suppliers because its takes its work seriously but
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also cooperates well with the suppliers. Sjostrand continues that most of the purchases
of the firm are from these suppliers, S6rensens AB evaluates them especially on quality
and performance, top management encourages the relationship, involves the suppliers in
its product design and development, gives them adequate feedback etc. which portrays

its effectiveness commitment to the three relationships.

Though Sorensens AB has expressed its satisfaction with its suppliers, it also adds that
these suppliers never ask whether it is satisfied with the products. This creates an
atmosphere of silence between the firms on the issue of satisfaction. Sjostrand expresses
this silence in these words “If everything works well, then we are quite, otherwise we
inform them of any problems with the products”. Thus, if dissatisfied with any aspect of
the products, Sérensens AB immediately telephones that specific supplier to inform it of
the situation.

Sjostrand says that it is obvious that there is no lack of trust since he has earlier said that
Sorensens AB trust these suppliers. For organizational culture, there is good
understanding between the latter and its suppliers says Sjostrand strongly influenced by

their personal friendship.

Sorensens AB does not give incentives to its suppliers as revealed by Sjostrand but they
communicate very well with feedbacks all the time. He adds that S6rensens AB respects
its suppliers so there are no power issues. In his words “Even during negotiations on any

matter, we treat with them on an equal basis .

According to Sjostrand, the relationships between Sérensens AB and these three main
suppliers is very helpful to the business so it is profitable in various ways including the
technical assistance and the discussions they have all the time on the products.
Concerning any loss from investments, he says Sérensens AB has not invested assets in
these suppliers so it cannot suffer any loss on investment. However, he adds that if they

separate then Sorensens AB will lose the support it has always had from them.

Sjostrand on behalf of Sérensens AB complains that the representative of Bemis AB
does not visit as frequently as the other two suppliers to enable both firms to talk more
on a face-to-face basis so that problems could be solved in a better way. Most often, the
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phone is used but Sjostrand would have preferred Arthurson of Bemis AB to visit more

regularly.

Table 4.3: Barriers to SD as stated by Sdrensens AB

Barriers to SD

Bemis
AB

Caneb
AB

Formidabel
AB

Lack of Buyer’s Top Management Support

Lack of the Buying Firm’s Credibility to its Supplier

Bias-related Barriers

Lack of the Buying Firm’s Effectiveness

Misguided Supplier Development Objectives

The Buyer’s Reluctance to Supplier Development

Lack of Trust

Poor Alignment of Organizational Cultures

Insufficient Inducements to the Supplier

Poor Communication and Feedback

Power Issues

Lack of Profitability

Risk of Losses

No enquiries of buyer’s satisfaction by supplier

Insufficient (few) mutual site visits

Source: own creation

NB: In this research, Sjéstrand of Srensens AB has highlighted two factors that could

be barriers and necessitate considering. “No enquiries of buyer’s satisfaction by

supplier” concerns the three suppliers while “Insufficient(few) mutual site visits”

concerns only Bemis AB
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4.2.  Bemis AB (First supplier to Sorensens Chark AB)

This company is one of the suppliers to Sérensens Chark AB. Bemis AB supplies plastic
films and other packaging used by Sorensens AB to package sausages. Thus, in this

research, Bemis AB forms a dyad with Sorensens AB.

4.2.1. Company Background

The company produces flexible high barrier multilayer co-extruded packaging films that
are used in the food, medical, pharmaceutical and other industries. In Sweden, it is
located at Hemsogatan 10 A, Malmd. Its headquarters in Europe is at Boulevard
Kennedy in Belgium (www.bemis-europe.com). The company was founded in 1858 in
St. Louis, Missouri and started by producing machine sewn cotton bags for milled food
and grain products. Today, it makes flexible packaging for grocery products as well as
pressure sensitive label materials used in graphic arts, digital imaging, assembly
engineering, communication and medical. More than two-thirds of its packaging

products is used in the food industry (http://www.bemis.com/overview/).

Bemis AB has 78 facilities in 12 countries and had a global turnover of 5.3 billion
dollars in 2011. Bemis-Europe serves customers in more than 35 countries, has 1,500

packaging professionals and on the average has a turnover of 320 million dollars (Ibid).

The respondent in this interview on behalf of Bemis AB is Magnus Arthurson who is the
regional sales manager for the region of Sweden. He takes care of the sales in Sweden
with offices in Malmd and Goteborg. There is also an internal sales person for Sweden
whose office is in Malmd and who helps with documentation, production of plans and
the handling of orders. Arthurson has been working for five years in Bemis AB.

4.2.2. Supplier Development Practices as viewed by Bemis AB

Bemis AB supplies to Sorensens AB but has other collaboration activities with the
latter. They started this relationship about eight years ago when Sérensens AB needed
an alternative supplier and Bemis AB got an inquiry from them so contacted them at the

right time for this.
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Arthurson explains the factors that lead a supplier in the packaging domain to be
connected to a new customer firm in these words, “#hen a company is looking for
optimal packaging material, it considers cost and some technical issues that may not be
satisfactory with a present supplier. It could be to improve the packaging and make
them stronger for transportation purposes, to have a package that can guarantee a
longer shelf life, to make the packaging be consumer friendly i.e. easy to open or

conserve and to make them environmentally friendly”.

Though he was not there at the start of the relationship, Arthurson believes that Bemis
AB started with Sérensens AB because the latter is an interesting company that shows
growth. Furthermore, he thinks that the production capabilities and the products made
by Bemis AB fit very well into what Sérensens AB needs. Thus, Sdrensens AB must
have understood that Bemis AB could give them some benefits and Bemis AB saw a
good cooperation for its competitiveness since the needs of Sérensens AB is what Bemis

AB does very well.

He states, “We have kept them as a customer for long because we are competitive not
only in price but also in our quality and delivery times. To SOrensens, we are a better
supplier since they have remained with us for a long time and | would say we have done
our job well by giving the right products at an acceptable price. The two firms fit

together”.

Bemis AB feels competitive pressure in being reminded sometimes by Sérensens AB
that other suppliers can do the supplies. In addition, Sérensens AB evaluates Bemis AB
on such measures as quality and number of claims or defects per year. Arthurson says
that Bemis AB delivers good quality and very few defective products. He adds, “If you
have the right size and thickness of the plastic films and there are no claims then there is
no problem. A buying firm only realises this when it changes supplier. Consequently, for
Bemis AB as a high quality supplier, it is important that | write to the customer and
draw its attention to the fact that it should be conscious that we have had very few or no

defects for the past year and to find out if it is satisfied.”

He continues that Sérensens AB is satisfied and that it is important for Bemis AB to

make them understand that the latter is doing things right. Despite the satisfaction of
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Sorensens AB, he reveals that Bemis AB is aware that Sorensens AB buys some small
amount of products from other suppliers.

With respect to performance expectations, Bemis AB is conscious that Sorensens AB
needs quality products, short delivery times and no defects. For this reason, it has a
stock holding in its factory warehouse in Finland, which is reserved for Sorensens AB.
If Sorensens AB has some urgent production to do and informs Bemis AB of the
prognosis (forecast) of what is necessary, then this can be drawn from this stock and
made available to the former within a maximum period of four days. Thus, the lead-time

is short. .

Communication between the firms is relatively frequent and takes place through phone
calls and emails to place orders personal meetings. They have an evaluation meeting
twice a year where they discuss the supplies for the past half-year including quality, any
claims of defects, new product design and development such as the need for a new
packaging or plastic film. There is no direct connection between the computer systems
of the firms because according to Arthurson, Sérensens AB is not such a big company

for that type of system.

For feedback, Arthurson has the possibility to check the economic status of Sérensens
AB and to see their development, progress and annual turnover. With this, he can tell
whether they are increasing or decreasing, earning or losing money because it is
important to know if they have difficulties. He usually gets feedback on the products
supplied by Bemis AB during his few visits per year to Sérensens AB and always asks
about the production and sales. He equally finds out if Sorensens AB has new
difficulties with the packaging products or will install more machines because this gives

Bemis AB the prospects of selling more packaging products.

Arthurson thinks that some tacit knowledge transfer takes place during evaluation
meetings and during the follow up discussions after these meetings as well as when
Bemis AB helps in setting the temperature of the machines for effective use of the
plastic films. Srensens AB does no formal recognition of Bemis AB. The regional sales
manager says that when everything is working well, then nobody talks or complains and
continues, “When you meet them you can feel in the relationship if they are satisfied but

they are also busy with their production so they do not have the time to call and indicate

86



Linnaeus University

School of Business and Economics

that the film works well”. With regards to recognition, he adds jokingly “When you
write your report, you can suggest to them to recognise our effort and performance”.

Bemis AB has not received promises of increased future business from Sorensens AB.
For the future, Arthurson explains that Sérensens AB has had a new customer to whom
it expects to sell large volumes of sausages thus has told Bemis AB to be ready to give
large supplies of products. “I am aware of it but the volumes are not yet there,” says
Arthurson. Bemis AB feels concerned with the realisation of this new contact.
Arthurson adds that usually Sérensens AB does not talk of a new customer until it has
signed a contract but the management of Sorensens AB made him to know of the

ongoing discussions because it has confidence in the personal relationship they share.

Its factory in Finland has not been visited but Arthurson often visits Sorensens AB to
see what they produce and how they pack it. His view is that “It is very important and
vital for me to understand how their machines do the packaging, how they place and
seal the film, what the shelf life is and how the products look like. This is because if they
have sharp points, then they need a plastic film with high puncture-resistance or may be

one with a barrier to extend shelf life .

In terms of long-term contracts, both firms have no contract binding Soérensens AB to
purchase obligatorily from Bemis AB. However, they have a raw material exchange
clause, which is a document that treats the fluctuations in prices of raw materials used in
producing the films and packaging as well as the fluctuation in currency exchange.
Thus, the fluctuations influence the price at which Bemis AB sells to Sérensens AB so
that the latter understands any changes in prices by the former. They also have a
document that covers the stock kept by Bemis AB in Finland for S6érensens AB. This
stock can cover two to three months of usage and must be called off or cleared by
Sorensens AB if it has to stop purchasing from Bemis AB and change to another

supplier.

Bemis AB has its own technical engineer who often goes to Stérensens AB to help in
adjusting the settings of the machines of the latter so that the films are used perfectly.
These include the right temperature and the right sealing time to optimize the films for
the machines. According to Arthurson, “if the settings are wrong, then Sérensens AB

may need to use a more expensive film for good results so Bemis AB offers this free
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service alongside its films as help to Sorensens to control cost. It is not training of the
staff of Sorensens AB in using the machines .

He adds that the supplier of the machines also offers this service but in this case, the
machine supplier invoices a fee for it. Arthurson concludes, “The staff of Sorensens
consists of professionals in making sausages but they are not professionals in the

’

packaging machines and the films so we help them with our knowhow.’

Certification is a demand from the government authorities in order to operate a business
in Sweden and was also demanded by Sorensens AB to ascertain whether Bemis AB
had fulfilled this condition. Bemis AB has the following certification 1ISO 9000, ISO
14000, and the British Retail Council (BRC) certification.

For activities that show deeper engagement in the relationship, there is no intensive
information sharing such as POS data or EDI between Bemis AB and Sérensens AB, no

cross training of personnel and no exchange of staff between the two firms.

Bemis AB is involved in the product design and development of Sorensens AB. The
former advises the latter on what type of plastic film is good for any new product being
developed as well as on the settings of the temperature of the machines to optimize the
use of the plastic film. This leads to optimization of the sausages produced in terms of
good packaging, making them stable for transportation, making them cheaper due to
lower prices of the plastic films and improved shelf life. In this relationship Bemis AB
has done some changes on the packaging by reducing the size and down gaging i.e. to
make the packaging material thinner but effective (from 200 micron (u) to 170 w) which

leads to cost savings. This has been very satisfactory to Sérensens AB.

Arthurson explains that, as an example, transportation to Ukraine is difficult so Bemis
AB develops a stiffer material with high puncture-resistance for safe transportation. He
adds that if shelf life is to be increased for a few days, Bemis AB considers the required
increase and proposes packaging material with high barrier that it has developed though
this may be a little more expensive. Finally, Arthurson says if Sérensens AB notices that
consumers want an easy opening package, then Bemis AB can use a peel film that can be
pulled off or one with perforations to easily cut off or propose new package designs that
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could increase sales. He continues, “New products and designs that we develop are
suggested to them either to improve shelf life, price or sales through nice packaging .

To meet up with the improvements above has necessitated more investment by Bemis
AB in new technology and machines and in research and development (R & D) to find
better combinations of improved but thinner materials at reduced prices. This serves the
needs of SOrensens AB but the latter did not contribute in these investments. Arthurson
explains that such investments are a means through which Bemis AB as a supplier takes
care of its customers by using its experience to propose low priced thinner packaging
that provide the same shelf life but can bring some savings to the customer if they use

them.

The table below summarises the SD practices within the dyad of Sorensens AB and
Bemis AB as explained by the latter. The SD practices executed in the dyad are
indicated by a dot besides them while those that are not exercised do not have a dot.
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Table 4.4: Supplier Development practices with Sdrensens AB as stated by Bemis AB

SD Practices in stepwise model Bzrgls

Competitive pressure .

Supplier evaluation o

Buying from a limited number of suppliers per item .

Raising performance expectations o

Communication and feedback o
[}

Knowledge transfer (supplier to buyer) tacit

Recognition

Promises of increased current/future business if supplier performance

improves (Suppler incentives)

Site visits o

Long-term contracts

Technical assistance in improving supplier’s parts and materials .

(reversed in this case)

Expectation of supplier certification o

Intensive information sharing

Training and education of a supplier’s personnel

Exchange of personnel between the two firms

Supplier involvement in buyer’s new product design and development .

Direct investment in a supplier by the buying firm .

(supplier invests in self)

Source: Own Creation

4.2.3. Success Factors in Supplier Development as viewed by Bemis AB

The views of Bemis AB expressed through Arthurson on the success factors of its
relationship with Sorensens AB begin by “In a situation of tough competition, the

prices of materials are always tough to handle between firms but Sérensens AB knows
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what it is doing. It produces good quality products, we have a good relationship and it is

a good customer”.

As earlier explained by Arthurson, the strategy of Bemis AB is investing in new
technology and R&D so that as a supplier it can use its experience to meet up with its
customers’ needs using effective but low priced products that bring savings to the
customers. He adds that this does not give extra margin to Bemis AB but nurtures the
long-term of the relationship with Sorensens AB. In his view, “Given that there is a lot
of competition now, | have to be on my toes as well such that when | meet a prospective

customer, [ would try to give some added value to that customer”.

Thus, strategically speaking, Bemis AB continuously invests in new technology,
upgrading, and R&D to make high quality products. This shows its interest to grow and
its expectations to satisfy its customers as well as gain more customers through self-
investment. It has about 200 people working in its R & D section as reported by
Arthurson. It has not invested in these aspects because it got Stérensens AB as a
customer though the latter buys a good quantity and can be seen as a B-customer on a

scale of A - D, but as part of its strategy.

As concerns support from the top management of Sorensens AB, Arthurson thinks that
it is positive about the relationship because it has good discussions with him on the
products. In his words, “Their interest in the relation is shown in the discussions we

have about new designs and how to solve problems together”.

Arthurson also thinks that Sérensens AB is committed to the relation but at the same
time, it has to be alert to check what the competition has to offer and quality will be the
solution to any differences. This commitment is also shown by its contracting to clear

any stock at Bemis AB if it has to change suppliers.

Bemis AB is equally committed to this relationship as shown by its efforts and loyalty to
fulfill the demands of Sorensens AB. The former sometimes surprises the latter with
new developments that lead to cost savings, which the latter did not think of. “This is a
way to secure the long-term of this relationship with Sorensens AB,” concludes

Arthurson and means commitment for the long-term.
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About the future of Sorensens AB, Arthurson hesitantly thinks Sérensens AB will
expand when he says, “I think they still have some progress to do since they started
working with the chicken sausages. Not too many companies operate in this domain in
Sweden so they still have some volumes to gain. However, as the market is getting
bigger, some of the big players get interested in that area of business as well so the

competition will be harder for it”.

Improvements in the capabilities do not depend on Knowledge sharing and transfer in
Bemis AB because the firm is always researching in its R & D department independent

of its relationship with Sérensens AB.

Both firms trust each other according to Arthurson but he adds that one has to be careful
with company secrets and confidential issues. Consequently, the trust is shown in other
ways as explained by him, “When they have a new customer and they are about to sign

a contract, they share the information with me and they trust me to keep it to myself™.

Sorensens AB is open for discussions on every possible development that could give
some added value to its business and to the relationship but it is not ready to keep stock.
Consequently, Bemis AB keeps a large stock to meet up with the demands of Sérensens
AB in a short lead-time. This ties down capital for Bemis AB coupled with holding cost
and Arthurson says that this is because many customers do not have a good planning
and operate on a short-term perspective. Consequently, Bemis AB tries to adapt itself to

the situation to satisfy the requirements of Sorensens AB.

He illustrates this by saying, “When the customers of Sérensens order sausages to be
delivered in a few days, then suddenly its production increases very fast and they
require packaging and plastic films in an even shorter time so you just have to keep it
ready. For this reason, they ought to have some stock. However, if | keep stock for them
then they feel comforted and relaxed, which works on the trust and I tie them down as

well”.

There is no formal transfer of knowledge but Arthurson thinks that there is sharing of
knowledge during its discussions with Sérensens AB on the products. This also occurs
in trying to understand the working of the machines to set the temperature correctly for

the for the plastic films. Information sharing between the firms is not deep or intense
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though they have a two-way communication (i.e. to-and-fro) that is open and credible.
For this reason, Bemis AB does not think that connecting the electronic systems of both
firms is necessary. The communication is mainly by telephone and e-mails for orders or

complains and a few meetings for evaluation.

Bemis AB can feel the effect of the success of Sérensens AB derived from this buyer-
supplier relationship and Arthurson says that he can actually measure this success. He
can do using the fact that the thinner materials are less expensive than the thick material.
Based on how many meters of the thinner material SGrensens AB uses per year, he can
show how much savings the latter has realised by changing to the thinner material. He
emphasizes the effect by adding, “In this way, the buyer makes good use of our products
in its business and we can sell more and have its confidence in the long-term .

The table below gives a summary of the success factors in SD as declared by Bemis AB.

Those with dots are the ones performed by Bemis AB according to Arthurson.

Table 4.5: Success Factors in SD based on the perspective of Bemis AB

Success Factors in SD Bemis AB
Supplier’s Expectations in its Strategic Objectives o
Conformity of Supplier’s Capabilities o
Supplier Commitment o
Supplier-specific Adaptations R
Knowledge Sharing and Transfer (tacitly) ,
Trust ,
Communication Methods and Effective Communication o
Long-term Commitment o
Personal friendship ,

Source: Own Creation

NB: The last success factor “personal friendship” was not found in any of the literature
reviewed but has been indicated by the supplier, Bemis AB, during this research and

deserves some considerations.
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4.2.4. Barriers to Supplier Development as viewed by Bemis AB

Arthurson has earlier stated the commitment of Bemis AB so he says that we cannot talk
of the lack of supplier commitment in the case of Bemis AB. In the same way, he says
Bemis AB is equipped to satisfy Sorensens AB and other customers as well as has a
R&D department for this purpose.

Arthurson does not think that Bemis AB is complacent because it understands Sérensens
AB very well given the long time they have worked together. He states that even
without asking, “You can feel that Sorensens AB is satisfied when they meet”. The
former is also free to express its views on all issues. In addition, it is ready to work with

Sorensens AB on any aspect of the relationship.

However, the objectives of Sorensens AB for the future with respect to its relationship
with Bemis AB are not obvious to the latter. In timid response, Arthurson simply feels
that Bemis AB is part of the long-term of Sérensens AB for the good products and
services it offers. For this to be so he adds, “It is important that the packaging products
are of excellent quality and work well because if they do not, then there will be many
returns/claims or late deliveries, which is very costly. This means that Sérensens could

lose its customers so my company is an important part of their success”.

Sorensens AB is not ready to keep stock explains Arthurson. Consequently, Bemis AB
keeps a large stock for the former to meet with its demands in a short lead-time. This
ties down capital for Bemis AB coupled with holding cost and can disturb the
relationship. Arthurson says that this is because many customers do not have a good

planning and operate on a short-term perspective.

There is mutual trust between the firms in the dyad declares Arthurson so lack of trust
does not exist in this dyad as a barrier. As for organisational cultures, Arthurson outlines
that there is great understanding between the firms based mostly on his personal
friendship and relationship with Sjostrand of Sorensens AB but expresses fear of
possible difficulties in the relationship if Sjostrand is no longer there. He supposes a

difficult starting period with the new person before trust sets in.
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With respect to inducement/incentives, Bemis AB does not receive such from Sorensens
AB. As Arthurson states it, “buying firms take it for granted that deliveries should be in
time and should be of quality especially when they are working with a high quality
supplier as us so they do not think of motivating us with any incentives. | notice that
international producers in Scandinavia put in large claims on supplies for quality and
late deliveries, which | understand to be a sign that some suppliers do not keep the

delivery times and the quality .

Arthurson confirms what he has said earlier that there is good communication and
feedback between the two firms mostly by phone and e-mails so the barrier of poor
communication does not hold in this dyad. As he says in the practices, they
communicate well so he visits only a few times (once or twice) in a year. In the same
way, he says their negotiations are equitable so there is no power issue problem. He
adds that Bemis AB always invest in R&D so separating with Sorensens AB means loss
of some market share which goes with lost sales but will continue to serve other

customers.

The risk factor that Bemis AB faces in this relationship with Sérensens AB is that of any
new competitor who could give the same quality as Bemis AB but at a lower price
because Sérensens AB expects lower cost all the time. However, Arthurson is comforted
that Bemis AB has a long period of the relationship with Sérensens AB that has been
working well so it would be a risk for the latter to change to a new supplier. He
continues that such a competitor must be much lower in price than Bemis AB, which
will be a big risk too for the new competitor, but “we have to continue to always give an
added value to Sorensens or any other customer and make them to understand that we

are doing the best for them”.
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Barriers to SD

Bemis AB

Supplier’s Lack of Commitment

Insufficient Supplier Resource

Supplier’s Complacency

e (Bemis AB feels
Sorensens AB is
satisfied but the latter
expects the former to
enquire this.)

Supplier’s Reluctance to Supplier Development

Lack of Trust

Poor Alignment of Organizational Cultures

No (but fears the future if
Sjostrand is changed in
Sorensens AB)

Insufficient Inducements to the Supplier

Poor Communication and Feedback

Power Issues

Lack of Profitability

Risk of Losses

Tied down capital in stock on behalf of buyer

New competitor with quality and lower prices

No enquiries of buyer’s satisfaction by supplier

e (but says you can
feel Sérensens AB is
satisfied when they
meet)

Insufficient (few) site visits

Source: Own Creation

NB: In this research, Arthurson of Bemis AB has highlighted two factors that could
constitute potential barriers to the buyer-supplier relationship or SD. They are tied
down capital in stock on behalf of buyer and new competitor with quality and lower

prices.
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4.3. Caneb AB (Second Supplier to S6rensens AB)

This supplier is one of the main suppliers to Sérensens AB for the casings and they both

make up one dyad in this research.

4.3.1. Company Background

Caneb AB was founded 1988-09-01 by Jan H Green and Hans Hjalmarsson. The name
is a contraction for “casing and net bags”. The company started up in the old Viscora-
facilities on Stenorsvégen 43 in Landskrona, where Jan, Hans and the first secretary
Birgit Lundgren worked as employees of the Swedish Viscora AB. Caneb AB started
with fibre tract, plastic bowel, shrink bags and nets for ham and smoked pork. In 1989,
the company moved to a new rational plant on Kamgatan in Landskrona. In 2008,
Caneb AB expanded its storage areas with an additional 600 square meters to a total of
1,200 square meters. Caneb AB had six employees in 2012 and reached a turnover of
approximately SEK 33 million (http://www.caneb.se, 2013; http://www.ad.se, 2013).

Caneb AB has three main salespersons responsible for different customers. Jérgen
Nilsson is one of the salespersons in Caneb AB who is responsible for the sales to
Sdrensens AB and he is the respondent in this research for Caneb AB. He is in charge of
the sales for such products as normal casings, fibre casings and network casings. Nilsson
has been working as a salesperson for about twelve years and during these years, he has
been the contact with Sérensens AB but in different companies. He has been the sales

person in Caneb AB for seven of the twelve years.

4.3.2. Supplier Development Practices as viewed by Caneb AB

According to Nilsson, apart from receiving orders and delivering products, Caneb AB
and Sorensens AB continually hold meetings regarding many different issues in their
relationship and usually discuss about more collaboration in their business bond. Caneb
AB also visits Sorensens AB together with its own main suppliers to make them aware
of the activities that Caneb AB and Sorensens AB do together. As Nilsson explains,
“We almost always take our suppliers to Sérensens and the purpose of these meetings is
to make sure that our suppliers also understand how things are working at Sérensens

and what we all can do to become more efficient .
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Caneb AB and Sorensens AB have been collaborating for more than seven years under
Nilsson but the collaboration started long before him. The collaboration between the two
firms started because Caneb AB had the quality, which Sérensens AB was seeking
reveals Nilsson. He states that during these seven years of collaboration with him, both
Caneb AB and Sorensens AB have learnt a lot in trying to understand each other and so
they now know each other’s needs better than before. He continues, “A good aspect in a
business relationship is to have enough knowledge of each other and to be aware of the

requirements”.

According to Nilsson, Sérensens AB pressurizes Caneb AB all the time by reminding
the latter of other suppliers. He affirms, “due to this fact, we have to be very careful and
to perform at a very high level to live up to the expectations of SGrensens regarding
quality, service and price. Caneb AB is also aware that there are other suppliers on
market capable of providing the same type of product, casings and that Sérensens AB

intermittently buys from some of them on a small scale.

Caneb AB is evaluated on such aspects as quality, delivery time and other concerns.
Nilsson emphasizes that if there is a claim from Sorensens AB then Caneb AB has to
consider it immediately. He says, “If there is any claim from SOrensens, we together
with our responsible suppliers have to work together and examine the problem. We

never give up until it is solved”.

It sometimes happens that Sérensens AB places a very late but urgent order with Caneb
AB by a direct phone call to Nilsson. In such a situation, Nilsson says he personally
receives the order directly from Sjostrand of Soérensens AB and delivers the products
immediately using his own car. He explains, “This unguestionably costs more to Caneb
because of the extra transportation from the warehouse at Caneb to S6rensens while the

purchase price for the latter remains the same”.

It should be made clear that Sérensens AB orders the casings through Caneb AB but the
latter is not the producer of the casings. Caneb AB sends the order to a manufacturing
firm that delivers the orders directly to Sorensens AB in this case. Thus, for the late
orders from Sorensens AB, the transportation done by Nilsson of Caneb AB from its

own warehouse is an additional cost that is borne by the latter to satisfy the former.
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According to Nilsson, the expectations of Sérensens AB are quality, fast delivery, no
defects and low cost. However, he continues that when these are observed, Sorensens
AB expresses its satisfaction by being silent. He says, “I don’t hear a word from
Sorensens when things work well, then I know that there is no problem but for any
problem they phone us to make us aware of it”. During the frequent communications
with Sorensens AB, Caneb AB enquires if business is going on well and whether there

is any problem.

Nilsson explains that at least once a year, usually at the end or start of a financial year,
the two companies meet together and negotiate prices. If Caneb AB gets a price
reduction from its suppliers, it directly discusses this with Sérensens AB to make sure
that the latter also gets a cheaper price. According to Nilsson, “It is important to show
Sorensens that we perform beyond the normal expectations if necessary and possible”.

From Nilsson’s point of view, Caneb AB and Soérensens AB communicate very well
with each other by phone or e-mails for orders, problem solving and feedback. This
enables them to understand each other’s possible difficulties. In his words, “We
understand each other’s problem regarding the appreciation and depreciation of the
euro, since Sorensens knows that we buy all our products in euro”. He continues, “This
is the benefit of knowing each other and collaborating with each other for so long such

that one almost knows each other’s behaviour and reactions in advance” .

According to Nilsson, Caneb AB and Sérensens AB communicate very well with each
other and understand each other’s possible problems “we understand each other’s
problem regarding the appreciation and depreciation of the euro, since SOrensens
knows that we buy all our products in euro”. He continues that this is the benefits of
knowing each other and collaborating with each other for so long so that you almost

know each other’s behavior and reaction in advance.

Nilsson explains that Sérensens AB is considered as their most important customer on
the casing products “we sell more than 70 % of our casing products to Sérensen”. He
continues that since Sorensens AB is an important customer to Caneb AB, they are
afraid of losing Sérensens AB and must perform at a very satisfactory level. On the
other hand, he admits that Caneb AB meets Sérensens AB’s requirements on a lot of

issues.
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Caneb AB delivers simple products to Sorensens AB at low costs, which do not
necessitate knowledge transfer. Both companies have a lot of experience in their
respective domains and are very skilled in what they produce as Nilsson explains. He
believes that Caneb AB is considered as an important supplier to Sérensens AB and is

mentioned in Sérensens AB’s new letter during the celebrations.

According to Nilsson, Caneb AB will be prioritized by Sorensens AB if future business
increases at SOrensens AB. He is quite certain that Sérensens AB will inform Caneb AB
regarding new important customers. “I think Sérensens production level will remain the

same but if it increases, we are prioritized and informed by them always”.

The initial activities between the two firms are still on-going but have improved and
intensified with time. Nilsson visits Sérensens AB a couple of times in a year. During
the site visits, they exchange important news and they also discuss about the possible
problems. Caneb AB is deeply involved if the problem is related to casings or casing
machines and because of this fact it is important for Caneb AB to know how Sdrensens
AB’s machines work. Usually, the two firms do not have serious problems with casing
machines but if this happens, Caneb AB together with its suppliers and engineers give
Sorensens AB technical help to solve the problem.

Caneb AB has all necessary types of certifications which are required in the branch and
they also require that from their suppliers. Nilsson emphasizes that the types of
certifications Caneb AB has are very important for their business and are seriously
required by Sdrensens AB despite of the fact that Caneb AB does not produce or open
any casing at their plant. Caneb AB simply receives the products from its suppliers and

delivers them to its customers as Nilsson explains.

The table below summarises the SD practices within the dyad of Sérensens AB and
Caneb AB as explained by the latter. The SD practices performed in the dyad are

indicated by a dot besides them while those that are not exercised do not have a dot.
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Table 4.7: Supplier Development practices with Sérensens AB as stated by Caneb AB

SD Practices in stepwise model Czr:;b
Competitive pressure .
Supplier evaluation .
Buying from a limited number of suppliers per purchased item .
Raising performance expectations .
Communication and feedback .
Knowledge transfer

Recognition .
Promises of increased current/future business if supplier performance

improves (Suppler incentives)

Site visits .
Long-term contract

Technical assistance in improving suppliers’ parts and materials .
Expectation of supplier certification .
Intensive information sharing

Training and education of a supplier’s personnel

Exchange of personnel between the two firms

Supplier involvement in buyer’s new product design and development .
Direct investment in a supplier by the buying firm

Site visit by first tier suppliers .

Source: Own Creation

NB: The last SD practice “Site visit by first tier suppliers” was not found in any of the
literature reviewed but has been indicated by the supplier, Caneb AB, during this

research and deserves some considerations.

4.3.3. Success Factors in Supplier Development as viewed by Caneb AB

Caneb AB is satisfied with the collaboration and involvement of Sérensens AB in the
buyer-supplier relationship and the former absolutely thinks that the top management of

the latter supports the relationship. Nilsson puts great emphasis on the importance of
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personal relationships specifically between him and Sjéstrand of Sorensens AB as
shown in his statement that “as long as the people at Sorensens are the people that |
know, this collaboration will definitely continue and improve”. In fact, he views this
personal relationship as an ingredient of the trust between the firms for the success of

their collaboration.

Being a high percentage purchaser from Caneb AB, up to 70 per cent of the casings in
Caneb AB, Sorensens AB is a big actor in the success and existence of the former.
Consequently, in its strategy, Caneb AB strives to meet up with the requirements of
Sorensens AB and its expectations are that this relationship will continue in the long-
term future. The former hopes that the latter will continue to buy even higher volumes
from it if the latter expands. Nilsson declares that on its part, Caneb AB is committed to
the relationship in the long-term so it does all that is possible to satisfy Sorensens AB

now such as cooperating with it in product design.

Caneb AB is sure that as long as it has products in stock and can supply to meet the
demands of Sorensens AB, it will not face any difficulties in the collaboration. Caneb
AB always puts a lot of effort to predict the next possible request from Sorensens AB. In
this way, it tries to align its capabilities to the requirements of Sérensens AB.

Nilsson illustrates this by saying, “We have increased our stock capacity very much,
even doubled it and this is a big benefit for S6rensens because now they know that we
have a larger stock and can provide them easily with the requested quantity”. As a
precaution, Caneb AB always keeps two batches of a specific product in stock such that
if a delivered batch shows defects, Caneb AB replaces it immediately since the
deliveries are always in batches. “This is why they have confidence in us which

contributes to the trust that has kept the relationship for this long” declares Nilsson.

Sorensens AB does not want to keep stocks to avoid holding cost. Thus, Caneb AB has
very high stock levels of about SEK 10 million to contain the long lead-time of up to 25
weeks from its own suppliers. Nilsson asserts, “This level of sacrifice in tying down
capital demonstrates the commitment of Caneb AB to the relationship”. He admits that
connecting both firms by electronic data systems such as EDI, ERP could be a good

option in the future to help them reduce the stock levels. As a loyal supplier, he adds, “7
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believe this should come from Strensens because | think they trust us to follow their

stock levels and their orders which is not a problem with us”.

As concerns knowledge sharing and transfer, Nilsson points out that both firms are in
different domains so he would not like to say that there is knowledge transfer but that

each firm is an expert in its field of operation.

Caneb AB and Sérensens AB use three main methods of communication, which are by
phone, email and face-to-face discussions. Nilsson communicates mostly by phone with
Sjostrand for orders. They also communicate openly regarding possible dissatisfactions
and give each other clear feedbacks. According to Nilsson, “it iS not necessary to
change the method of communication between us for the sake of electronically linking
the systems”. He believes that the communication through phone has worked very well
since the start of the collaboration and considers it as being the most appropriate one for
Caneb AB and Sorensens AB.

The table below gives a summary of the success factors in SD as claimed by Caneb AB.

Those with dots are the ones performed by Caneb AB according to Nilsson.

Table 4.8: Success Factors in SD based on the perspective of Caneb AB

Success Factors in SD Caneb AB
Supplier’s Expectations in its Strategic Objectives o
Conformity of Supplier’s Capabilities o
Supplier Commitment .
Supplier-specific Adaptations °

Knowledge Sharing and Transfer

Trust °
Communication Methods and Effective Communication .
Long-term Commitment °
Personal friendship .

Source: Own Creation
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NB: The last success factor “personal friendship” was not found in any of the literature
reviewed but is a factor that has been once more indicated by this supplier, Caneb AB,

during this research and deserves some considerations.

4.3.4. Barriers to Supplier Development as viewed by Caneb AB

Nilsson reiterates that from the discussions above, Caneb AB is committed so lack of
commitment is out of the case. He also thinks that Caneb AB satisfies SGrensons AB so
its resources and simple products are good enough. Like the other suppliers, he says that
Caneb AB and Sorensons AB understand each other’s problems and knows the
requirements of the latter so there is no complacency. In addition, Caneb AB is very
loyal in working with Sérensons AB and this is why they have been together for so long

affirms Nilsson.

In the same light, Nilsson confirms the trust between the two firms so dismisses the idea
of a lack in trust. He continues that this trust is reinforced by his personal friendship
with Sjostrand, which brings the firms closer and creates more understanding that relates

their firms’ cultures but wonders what will happen if Sjéstrand is no longer there.

Nilsson, emphasizes that an important aspect, which might be a risk factor, is the
possible change in the management and personnel at Sérensens AB in the near future
because some (such as Sjdstrand) are close to retirement at Sérensons AB. He believes
that the chemistry between the people is the most important factor in a business

relationship.

He concretizes this view in these terms, “Sjostrand and I know each other for many
years and the interaction with each other is great. We like each other and it works well
so we can discuss openly about anything”. According to him, a new management team
could be a risk factor in this relationship because they need to know each other very
well before making plans together for the future. In his words, “This requires Caneb AB
to work very hard and to be on its toes in order to show that they are the best as well as

gain the confidence of the new management .

As concerns incentives, Caneb AB had been mentioned in some newsletters of

Sorensens AB in the past but it does not receive any incentives now, not even promises
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of future business. However, they communicate well, freely and with feedbacks. Their
negotiations are normal and friendly so there is no power domination issue to worry
about declares Nilsson. He states that the relationship has beneficial to both firms not
only financially but in other aspects as well such sharing of ideas, good human relations

etc.

Nilsson emphasizes that if Caneb AB loses Sérensons AB, it will be a big loss and will
impact the firm negatively because the latter is a very big customer that is responsible
for more than 70 per cent of the sales of the former.

Table 4.9: Barriers to SD as stated by Caneb AB

Barriers to SD Caneb AB

Supplier’s Lack of Commitment

Insufficient Supplier Resource

e (Caneb AB feels

. Sorensens AB is
Supplier’s Complacency satisfied but the latter

expects the former to
enquire this.)

Supplier’s Reluctance to Supplier Development

Lack of Trust

Poor Alignment of Organizational Cultures No (but dubious of the future if
Sjostrand leaves Sdrensens AB

Insufficient Inducements to the Supplier o

Poor Communication and Feedback

Power Issues

Lack of Profitability

e SoOrensens AB makes

Risk of Losses for more than 70% of
sales at Caneb AB
e (simply feels
No enquiries of buyer’s satisfaction by supplier Sorensens AB is
satisfied)

Source: Own Creation
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4.4. Formidabel AB (Third Supplier to Sérensens AB)

This company supplies spices to Sorensens AB for sausages produced by the latter. Its
relationship with Sérensens AB and the activities they do together qualify it to form a

dyad with the latter in this research.

4.4.1. Company background

Formidabel AB was established in 1994. It all started with the sales of different kinds of
packaging for the food industry. The Swedish word for these types of packing is “form”,
therefore the company is named Formidabel. Since October 2011, Formidabel AB is
part of the Solina Group. Formidabel AB helps producers in the food industry to
increase their competitiveness and profitability by providing knowledge about the
market and trends as well as optimizing their products’ taste and functionality
(http://www.formidabel.se, 2013).

The need to keep the present customers and gain more consumers in the future
constitutes the necessity for information about products and processes. To Formidabel
AB, quality must meet the demands of the present and the future and should permeate
the whole company and its co-workers. Formidabel AB had 40 employees in 2011 and
its turnover was around SEK 72 million (http://www.formidabel.se, 2013;
http://www.ad.se.proxy.Inu.se, 2013).

The respondent for Fomidabel AB in this research is Magnus Liljeholm who is the
salesperson of the company. He started his carrier in Fomidabel AB in 1996. He is

responsible for the sale and supply of spices and spice mixtures to SGrensens AB.

4.4.2. Supplier Development Practices as viewed by Formidabel AB

Formidabel AB and Soérensens AB as supplier and buyer have other collaboration
activities in their relationship than just supplying and buying of products. The
relationship between the two firms started in 2000. According to Liljeholm, from the
beginning the two firms started to collaborate with each other because Fomidabel AB
could supply the specific types of spices that Sérensens AB needed.
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As this relationship evolved, the close collaboration between the two firms enables them
to solve challenges and problems. Liljeholm exemplifies this in these words “our sales
and development department with many years of experience in the food industry works
closely with our customers and develop new products. To do this in a relationship, it is

important to have the right competent partner with the necessary knowledge ”.

Fomidabel AB knows that it is the only supplier of spices to Sérensens AB, but it is also
aware that other suppliers on the market can provide the same products to Sorensens
AB. Consequently, Formidabel AB always feels the pressure from Sérensens AB given
that the latter often reminds the former of the availability of the other suppliers. Thus,
the former tries to meet up with the requirements of the latter in the best possible way.
Liljeholm states, “Soérensens AB reminds us of other suppliers on the market which is

normal in business so you must be the best in many aspects to gain the market”.

According to Liljeholm, regarding the quality standards and delivery time, Sorensens
AB evaluates all its suppliers and Formidabel AB is no exception. He also emphasizes
that Formidabel AB always strives to supply the agreed quality and at the right time to
Sorensens AB. Howbeit, performing at the 100 per cent level is not always possible so
minor problems occur from time to time. He adds that it is important to take
extraordinary actions and have the ability to solve such problems to keep the customer
satisfied. His view is that “no one is 100 per cent perfect so if there is any problem
regarding quality at SGrensens, we perform a lot of tests to have the best quality that
satisfies Sorensens ”. He equally says that in general, Sérensens AB is satisfied with the

performance Formidabel AB though the former does not say it.

Formidabel AB visits Sorensens AB when it is necessary and during these visits, it tries
to understand how the machines mix spices and meat. Since Formidabel AB has a better
knowledge on the usage of spices, it sometimes advises Sorensen AB on how to
combine the spices and the meat together. According to Liljeholm, the advice from
Formidabel AB, contributes to the production of good sausages by Sdrensens AB.
Consequently, the former thinks that it is likely to be given priority by the latter in future
business deals since there are no such promises or long-term contracts. He adds,
“Having a good relationship with your customer is important. My relationship with

Sorensens and specifically with Sjostrand is very important”.
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As Liljeholm explains, Formidabel AB is certified by the International Organization for
Standardization (ISO) since March 2011 with ISO 14001 and the Food Safety System
Certification (FSSC) with FSSC22000. The standards include all processes and
guarantee a continuous development of the quality of the products and processes. “It is
our conviction that continually developing quality will give benefits to all involved

including our customers ™.

There is no intensive sharing of information such as point of sale (POS) data exchange
or EDI. There is also no training and education of the personnel of Formidabel AB by

Sorensens AB. The latter has no investment in the former.

Formidabel AB is involved in the new product design and development Sorensens AB
such as spicing-mix and spicing level. The two firms have evaluation meetings for any
new sausage product during which Formidabel AB gives some advice on using the
spices as well as the amount that is appropriate for the new products.

The table below summarises the SD practices within the dyad of Sorensens AB and
Formidabel AB as explained by the latter. The SD practices said to done in the dyad are

indicated by a dot besides them while those that are not exercised do not have a dot.
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Table 4.10: SD practices with Sérensens AB as stated by Formidabel AB

SD Practices in stepwise model Forrz\igabel
Competitive pressure o
Supplier evaluation o
Buying from a limited number of suppliers per purchased item
Raising performance expectations o
Communication and feedback o
Knowledge transfer (Supplier to buyer) e tacit
Recognition
Promises of increased current and/or future business if supplier
performance improves (Suppler incentives)
Site visits (by supplier only in this case) o
Long-term contract
.

Technical assistance in improving suppliers’ parts and materials (reverse) advice
Expectation of supplier certification .
Intensive information sharing
Training and education of a supplier’s personnel
Exchange of personnel between the two firms
Supplier involvement in buyer’s new product design and development .

.
Direct investment in a supplier by the buying firm By self

Source: Own Creation

4.4.3. Success Factors in Supplier Development as viewed by Formidabel AB

According to Liljeholm, the top management of Formidabel AB supports the
development of the relationship as well as the collaboration and is aware of the benefits
in SD. He also thinks that the top management of Sérensens AB equally supports the
relationship because it has been working with Formidabel AB for a long period, which

to the latter is proof of the confidence the former has in it. Though Formidabel AB is the
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only supplier of spices to Sorensens AB, it still has to perform well because of
competitive pressure that can make it possible for the former to be replaced.

Liljeholm reveals that, the objectives of the strategy of Formidabel AB target all its
customers so it is not specific to Sérensens AB. However, with respect to the latter, it
expects to continue doing supplies in the long-term and hopes that the quantity of the
supplies demanded by Sorensens AB will increase in the future but this is not a strategic

consideration in its objectives.

From Liljeholm’s viewpoint, Formidabel AB satisfies Sorensens AB with its products
and even advises the latter on some spices-mix for its sausage products. He claims that
this shows the capability of Formidabel AB to meet up with the requirements of
Sorensens AB that is considered a medium customer to the former. Liljeholm illustrates
his certainty that Formidabel AB has the necessary equipment to meet up with the
demands of Sorensens AB by saying, “Our production facility is one of Europe’s most
modern. The production takes place in separate production cells with controlled air
supply and ventilation”. Thus, Formidabel AB is well adapted to its customer Sorensens
AB as well as others. He adds that Formidabel AB has high standards regarding quality

and is continuously seeking to minimize risks with the spices.

Formidabel AB through Liljeholm declares that it is committed to this relationship with
Sorensens AB as shown by its engagement in satisfying the needs of the latter in spices
and advising it on using some spices to produce good sausages. Its interest and
commitment is also demonstrated in the many tests it performs with spices to satisfy

Sorensens AB and the fast actions it takes to solve any problem with the supplied spices.

Liljeholm says that these activities are done because Sorensens AB is a serious customer
that has collaborated with Formidabel AB for a long time and is trustworthy. The trust,
Liljeholm adds, arises from the openness of the former and his personal friendly
relationship with Sjostrand of Sorensens AB. He hopes that Formidabel AB will
continue with Sorensens AB in the future as the latter grows. Though there is no
expressed contract to this effect, Liljeholm emphasizes the long-term commitment of
Formidabel AB to the relationship.
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The communication methods between Formidabel AB and Sérensens AB indicated by
Liljeholm are mainly by phone and e-mails used several times a week for orders and
solving problems. The communication is open and sincere and any complains are freely

discussed but more serious problems are solved through meetings at Sérensens AB.

According to Liljeholm, some knowledge is shared in their discussions on the spices and
on how they are mixed with meat to produce the sausages. However, there is no formal
transfer of knowledge between the two firms.

The table below gives a summary of the success factors in SD as claimed by Formidabel
AB. Those with dots are the ones executed by Formidabel AB according to Liljeholm.

Table 4.11: Success Factors in SD based on the perspective of Formidabel AB

Success Factors in SD Forr’rbl\igabel
Supplier’s Expectations in its Strategic Objectives

Conformity of Supplier’s Capabilities o
Supplier Commitment o
Supplier-specific Adaptations o
Knowledge Sharing and Transfer (tacitly) o
Trust °
Communication Methods and Effective Communication o
Long-term Commitment o
Personal friendship o

Source: Own Creation

NB: The last success factor “personal friendship” was not found in any of the literature
reviewed but is a factor that has been indicated by this supplier, Formidabel AB, during

this research and deserves some considerations.

4.4.4. Barriers to Supplier Development as viewed by Formidabel AB

Liljeholm says that Formidabel AB is committed and its resources can always solve the

requirements of Sorensens AB so none of these can be a barrier. To him, he knows that
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Sorensens AB is satisfied with the quality of the products though this is unspoken. He
does not see this as being complacent but that both firms know of the satisfaction on the

quality of products.

However, he continues that Sérensens AB is not always satisfied with the prices of
spices during their negotiations. This results in changing the products-mix or spices-mix
such that the price reduces while the spices-mix is still appropriate for use in producing
good sausages. He reiterates that price is the main possible disturbing factor, which may
lead to a breakdown of the collaboration and to a change of supplier but that the
negotiations on this are done with a lot of understanding and friendliness so he does not

feel dictated upon.

According to Liljeholm, both firms trust each other and the relationship is strengthened
by his personal friendship with Sjdstrand of S6rensens AB. These to him cancel the lack
of trust as a barrier and align the firms better but he doubts what will happen if Sjostrand
is changed. He points out that there are no inducements but the communication is great

with ample discussions on quality and price that give enough feedback.

He says the relationship is beneficial to both sides as Sérensens AB can use quality
spices for its sausages and Formidabel AB keeps its market share but adds, “Given that
there are other possible suppliers and Sorensens is not always pleased with the prices,
there is a potential risk of losing iz ”.
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Barriers to SD

Formidabel AB

Supplier’s Lack of Commitment

Insufficient Supplier Resource

Supplier’s Complacency

e (Bemis AB feels
Sorensens AB is
satisfied but the latter
expects the former to
enquire this.)

Supplier’s Reluctance to Supplier Development

Lack of Trust

Poor Alignment of Organizational Cultures

No (but doubts the future if
Sjostrand leaves S6rensens AB)

Insufficient Inducements to the Supplier

Poor Communication and Feedback

Power Issues

Lack of Profitability

Risk of Losses

e Risk of Formidabel
losing Sorensens AB
due to prices

No enquiries of buyer’s satisfaction by supplier

e (simply knows
Sorensens AB is
satisfied with quality
& advice)

Sources: Own Creation
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5. Analysis

T his analysis consists of two main sections. The first section analyses the SD
practices, success factors and barriers within each dyad considered as a case i.e.
within case discussion. The second section analyses the same issues across the three
case dyads and equally matches or compares this analysis with the literature review in

what is known as pattern matching.

The analysis of the partners/actors’ views in each dyad (i.e. Sérensens AB and each of
its three main suppliers, Bemis AB, Caneb AB and Formidabel AB) is first done and
constitutes the dyadic perspective within each case dyad. After this, the dyadic
perspectives of the three case dyads are then examined together in a cross case
discussion. This cross case discussion is matched simultaneously with the theory in
chapter three to identify any patterns (similarities or differences). The structure of this
analysis follows from figure 4.1 and is summarized on the figure below.

Figure 5.1: Structure of within case and cross case analyses
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The analysis within each case i.e. in a dyad is based systematically on the oval and the
stepwise models developed in the theoretical framework. For the purpose of clarity and
ease in understanding which part of the oval model is concerned during the analysis
within each case, the model is given below with shaded portions. Thus, in each dyad, the
SD practices (P) as indicated by the buyer (Sérensens AB) and the supplier (Bemis AB
or Caneb AB or Formidabel AB) are in the yellow portion (y), the success factors (SF)
in the green portion (g) and the barriers (B) in the red portion (r) (i.e. P, SF,B=vy, g, r
accordingly). In the yellow portion, the levels of involvement in SD based on the
practices are shown by the stepwise model, which classifies the SD practices in figure
3.2 as low involvement (L) in blue (b), moderate involvement (M) in orange (0) and

high involvement (H) in purple (p) (i.e. L, M, H =b, o, p respectively).
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Figure 5.2: Oval model showing SD practices (yellow), Success Factors (green) and
Barriers (red) for a Buyer - Supplier Dyad
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5.1.  Within Case Analysis: Compiling the Dyadic Perspectives

This research focuses on giving dyadic views on SD with Sérensens AB as the buying
firm and each of its three main suppliers. Thus, a case in this research is a dyad.
However, the data obtained is gotten through separate interviews with Sérensens AB
and with each of its three main suppliers.

Consequently, within case analysis consists of combining these separate views in each
dyad to highlight what goes on within the dyad with respect to SD practices, success
factors and barriers. On each of the tables in this analysis, “Yes or No” will be used to
define the decision on each parameter related to SD practice, success factor or barrier. A
“Yes” means that a parameter is accepted or is an influential parameter in SD practice,
success factor or barrier while a “No” means that the parameter is rejected or has no

influence in SD practice, success factor or barrier in each case dyad.

5.1.1. Case one (first dyad): Sérensens AB and Bemis AB (i.e. S-B)

Sorensens AB is the buying firm in this dyad while Bemis AB is the supplier for plastic

films and packaging. Both firms form the first dyad in this research.

5.1.1.1.  Practices in SD in first dyad (yellow section of the oval model)

Though he has worked in S6érensens AB for a long a time, Sjostrand of Sorensens AB
could not state just the years when each of these suppliers started operations with
Sorensens AB. Howbeit, he adds that the longest relationship is with Caneb AB for
about 25 years followed by Formidabel AB and Bemis AB in this order. Arthurson of
Bemis AB approximates the start of the collaboration with Sérensens AB to about eight
years ago because it has the types of films and packaging needed by the latter in terms
of quality, good prices and delivery time, consumer and environmentally friendly as

well as improved packaging for transportation and longer shelf life.

Thus, the relationship with Bemis AB is the youngest relationship of the three dyads.
This could mean that both firms give little attention to the origins of the relationship
whereas this could strengthen the future. Bemis AB feels that S6rensens AB sees the
former as a better supplier to others and that it does a good job. This is why Arthurson

concludes that both firms fit together.
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Low involvement Practices in the first dyad (Ls.)

Sorensens AB exerts competitive pressure on Bemis AB and is confident about doing
so. Hermeneutically, this confidence is perceivable in Sjostrand’s response when he
says, “Yes, we have the power and make use of it ...”. Bemis AB accepts that it feels this
competitive pressure from Sorensens AB by being intermittently reminded of other

possible suppliers.

The evaluation of Bemis AB by Sérensens AB is frequent based on comparison with
other suppliers for quality, cost, delivery time, and number of defective products. Bemis
AB confirms this evaluation though it does not think of it as being based on comparison
with other suppliers but on the satisfaction derived by Sdérensens AB on these
parameters as shown by the duration of the relationship. Later in the interview, it is
found that this satisfaction is not expressly stated by the latter but is only assumed by
the former when there are no complaints received and it is a feeling that is perceived in
their interactions when the staffs of both firms meet together. This allows for the
possibility to be surprised by a change in supplier due to unexpressed dissatisfaction

with the performance of Bemis AB.

However, Bemis AB says that it is confident of its quality and has very few defects per
year, which it calls claims. This confidence is expressed by proudly stating that it is a
high quality supplier such that it writes sometimes to Sorensens AB to remind the later
of the performance of Bemis AB but my interpretation is that it does this to secure
Sorensens AB as a long-term customer. Bemis AB can be said to boast of its
performance when it states that usually a buying firm recognizes the high performance

of a supplier only when it changes that supplier.

Sorensens AB buys some small volumes of packaging from a few other suppliers and
Bemis AB is aware of this. This should be a reason why the latter sometimes writes to

remind the former of its performance probably to keep the relationship.

The expectations of Sorensens AB from Bemis AB are quality products, lower costs,
possibly no defective products because this can disrupt production/packaging and short
delivery times when products are requested because it does not want to keep stocks.

Bemis AB says that its prices are low for the quality it offers to Sérensens AB. Since
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Sorensens AB does not want to keep stocks, Bemis AB equally keeps a special stock for
Sorensens AB at the warehouse in Finland that can be made available to Sérensens AB
within a maximum of four days to solve any emergent need of supplies or sudden

increase in demand. This enhances a short lead-time.

For not keeping stocks, frequent deliveries to Sérensens AB are necessary so both firms
are unanimous that communication is frequent by phone or email to place orders. These
communication interactions keep the firms in contact with each other and should
contribute in their closeness. Bemis AB explains that there are two evaluation meetings
each year to check the performance for the past half-year and discuss product
development. This should be a chance to solve any differences to reinforce the
relationship. This communication is limited because of no direct connection between

their computerized systems.

Bemis AB gets feedback on its products during visits and enquires about production or
possible installation of new machines because this means more sales of its products. It
also has the possibility of checking the financial performance of Sérensens AB to know
if there are any indicators of difficulties. These mean that Bemis AB is conscious about
perfecting its products, is eager to sell more but is financially cautious.

Moderate involvement Practices in the first dyad (Ms.g)

On increased future business with Bemis AB, Sorensens AB says that this depends on
the volume of sausages ordered so it cannot make promises but hopes to keep this
supplier. This is simply being realistic and avoids making ungrounded promises given
the high degree of product innovation and market competition today. Bemis AB
confirms this view and this shows its understanding of the business situation of its

partner, Sérensens AB.

Bemis AB thinks that there is some transfer of knowledge during evaluation meetings
and the follow up thereafter but Sérensens AB could not state the same because they are

in different domains.

As stated by both firms, S6rensens AB does not expressly recognize the performance of

Bemis AB though the latter says, it “feels” or senses the satisfaction of the former.
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Sorensens AB acknowledges that Bemis AB usually visits, during which time the
former gives feedbacks to the latter on its products. During such visits, Bemis AB also
looks at the shape of the sausages, tries to understand how the machines do the
packaging and how the goods are packed in order to decide on what packaging is better.
These visits and exchanges should bring the firms closer and this could contribute to
establishing trust between them.

According to Sorensens AB, there is no long-term contract with Bemis AB because to
the former, some business issues such as cost and quality are more important and
determinant in the relationship. In essence, this is a clear indication that it is drifting
from being committed for the long-term. However, Bemis AB says both firms have
signed a raw material exchange clause used to accommodate fluctuations in prices of
raw materials and fluctuations in currency exchange on the world market. Consequently,
both firms understand the reasons for any change in price. This is good for the
relationship as it helps to avoid conflicts on price and S6rensens AB can understand any
difference in price related to quality compared to another supplier. Bemis AB clarifies
that another clause obliges S6rensens AB to consume the special stock kept for the latter

at the warehouse in Finland if it has to change supplier.

Sorensens AB is certified and required proof of certification from Bemis AB because
though a requirement for every business in Sweden, it is more so imperative in the food
industry. Sorensens AB believes that this certification is an impetus for consumer
confidence on its products. Bemis AB is certified in 1ISO 9000, ISO 14000 and the BRC

certification.
High involvement Practices in the first dyad (Hs.g)

According to Sérensens AB, this is seen by the involvement of Bemis AB in the product
development of Soérensens AB. Bemis AB gives a deeper explanation of this
involvement. It advises Sorensens AB on what plastic film to use to wrap up any new
product that is developed or produced. It technical engineer often goes to Sorensens AB
to help in adjusting the machines to get the right settings that optimize the use of the
films to have sausages with good packaging, improved shelf life and cheaper because
Bemis AB sells the new thinner films at a lower price. It also stabilizes the products

during distribution through adapted packaging for transportation such as stiffer material
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with high puncture-resistance. It also ensures that the packaging is consumer friendly
and proposes new packaging designs.

From a hermeneutics standpoint, all these involvements boost the relationship and
strengthen the confidence between both firms. They also prepare and protect the future
of the relation while this market or customer ensures continuous sales for Bemis AB.
Sorensens AB equally benefits from this involvement in that the quality of the
packaging of its products is well monitored and guaranteed and its products can be
transported without many defects.

The dyadic views on the practices of SD in the first dyad are summarised in the table
below. The level of involvement of each practice based on the stepwise model is

indicated in bracket i.e. low, moderate or high involvement.
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Table 5.1: Summary of SD practices as stated by both firms in the first dyad

SD Practices in First Dyad

SD Views in First Dyad

Similar Views

Dissimilar Views

firm (supplier invests in self)

Sorensens AB | Sorensens | Bemis
& Bemis AB AB AB
Low involvement Practices (Ls-F)
Competitive pressure Yes
Supplier evaluation Yes
Buying from a few suppliers per item Yes
Raising performance expectations Yes
Communication and feedback Yes
Knowledge transfer No e
tacit
Recognition No
Promises of increased current/future business if
supplier performance improves (Suppler No
incentives)
Site visits (supplier to buyer only in this case) Yes
Long-term contract No
Technical assistance in improving suppliers’
X e Yes
parts and materials (reversed in this case)
Expectation of supplier certification Yes
High involvement Practices (Hs.r)
Intensive information sharing No
Training and education of a supplier’s No
personnel
Exchange of personnel between the two firms No
Supplier involvement in buyer’s new product
! Yes
design and development
Direct investment in a supplier by the buying No Yes

Source: Own creation
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5.1.1.2.  Success Factors of SD in first dyad (green section of the oval model)

Sorensens AB gets the quality it requires from Bemis AB, which Sjostrand describes as
the best so it is satisfied with this supplier. In the same light, Bemis AB claims to be a
high quality supplier. This is an expression by of confidence by the latter on its

products.

Sjostrand states that the top management of Stérensens AB encourages and supports the
relationship with Bemis AB by continuously buying from the latter and being open
minded to Bemis AB such that the latter is informed of contracts that the former signs
with consumers. This top management concern, continuous buying from Bemis AB and
openness in the collaboration depicts the commitment of Soérensens AB to the
relationship. Bemis AB thinks that the management of S6rensens AB is positive about
the relationship based on the good discussions they have in new designs and problem
solving. The former also feels that the latter is committed to the relation as shown by its
accepting to clear the special stock kept for Sérensens AB if it has to change supplier.

However, both thoughts of Bemis AB can be seen as just its viewpoint.

Bemis AB invests in new machines, R & D and upgrading in its own business as a
strategy to cope with the changes on the market and even increase its market share.
Therefore, improving its capabilities does not depend on knowledge transfer or
investments from Sorensens AB. In addition to these efforts, it is committed to the
relationship shown by its loyalty in fulfilling the demands of Sérensens AB and in
developing low cost products for the latter. Bemis AB hesitantly thinks Sérensens AB
will expand in the future but that the competition will become tougher as other actors

may enter the same domain.

Sorensens AB states that there is mutual trust with Bemis AB because the latter is
truthful and loyal shown by keeping its promises. Srensens AB also trust the quality of
the products it gets from Bemis AB as well as the cost and the delivery time even on
urgent situations. Bemis AB has the same view of mutual trust but is careful of company
secrets and confidential matters. To it, the trust is shown in other ways such as when
Bemis AB is informed by Sérensens AB of a pending contract to be signed with a new

consumer.
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The two-way communication between both firms is through phone calls, emails and a
few meetings in a year. The both firms have an open mind during their business
discussions thus can freely express any dissatisfaction. Soérensens AB says these
communication methods are good enough so a connection between them by EDI or ERP
IS not necessary. Bemis AB says the same of the communication with no intense sharing

of information.

Sorensens AB buys a good volume of its needs in plastic films and packaging from
Bemis AB. The latter does more supplies per week to the former than the other two
main suppliers do. Bemis AB states that Sérensens AB benefits from the relationship in
that the new thinner plastic film is cheaper and this gives savings on cost to the latter

while the former secures the long-term from this action.

Sjostrand claims that business negotiations between them are done on a collegial basis.
However, since there is exchange of information between the firms on the products and
Sorensens AB recommends what it expects from the suppliers, it follows that there is
indirect power influence in the relationships. It should equally be remembered that
Sorensens AB uses competitive pressure on all its suppliers, which hermeneutically
could be regarded as a “tacit power influence strategy”. In my view, it could be seen
either as a “facit request” for the supplier to perform better or as a “tacit threat”
whereby failure to perform well may be sanctioned by completely going to the other

small suppliers.
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Table 5.2: Summary of Success Factors in SD as stated by both firms in the first dyad

Success Factors of SD in the First Dyad Sor;n;ens Bemis AB
Supplier — Specific Success Factors

Supplier’s expectation in its strategic objectives Yes
Conformity of supplier’s capabilities Yes
Supplier commitment Yes
Supplier-specific adaptations Yes
Buyer — Specific Success Factors

Lon-term strategic goals No

Top management support Yes

Power influence strategy in SD Yes

Buyer commitment Yes

Buyer — Supplier Interface Success Factors (involves both)

Knowledge sharing and transfer (tacitly) Yes Yes
Trust Yes Yes
Communication methods and effective communication Yes Yes
Long-term commitment No Yes
Personal friendship Yes Yes

Source: Own creation

5.1.1.3. Barriers to SD in first dyad (red section of the oval model)

Sorensens AB says that Bemis AB does not enquire whether the former is satisfied with
the products thus silence reigns on this specific aspect, which is rather disturbing.
Consequently, both operate on “silence means all is well ” though they often talk about
the products as explained by Sjostrand. However, any dissatisfaction leads to an
immediate phone call to Bemis AB to complain of the problem. Bemis AB replies that
one can feel the satisfaction of Sdrensens AB when both firms meet which means that it
is a tacit understanding of the satisfaction. Given that both firms declare that their
communication is open, one is bound to wonder why Sérensens AB has not talked about
this with Bemis AB.

Both firms have said that they talk about the products when Bemis AB visits or during

joint meetings. It is thus clear that they talk about the good aspects and any failures of
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the products but Bemis AB does not specifically enquire if Sérensens AB is satisfied
despite such failures. It is now obvious why Arthurson of Bemis AB says, “When | meet
with them, | can feel that they are satisfied”. Therefore, Bemis AB is content with just
feeling that Sérensens AB is satisfied whereas the latter is disturbed regarding the

silence on the issue of clearly asking about this satisfaction.

According to Sérensens AB, Bemis AB does not visit often as the two other suppliers so
that any problem could be solved on a face-to-face basis, which Sjdstrand says is better
and preferable than using the phone. This indicates that the physical presence of the

actors could have a positive role in reinforcing the relationship.

Bemis AB does not get encouragement, incentives or recognition from Sérensens AB
for its efforts and loyalty in delivering quality products at low cost with short lead times.
This lack of inducement by Sdrensens AB is discouraging and could affect the
relationship. Arthurson even says “suggest these to them” regarding encouragement,
incentives and recognition. My reading of his phrase is that though these aspects of a
buyer-supplier relationship are considered as practices, they contribute in reinforcing the

relationship and probably leading it to success.

According to Bemis AB, the future objectives of Sérensens AB for the relationship are
not clear to it so it only counts on the quality of its products and the services it offers to
be part of the long-term with Sorensens AB. Hence, Bemis AB cannot have expectations
for Sérensens AB in its strategic objectives. This is probably a reason why Arthurson
says he usually writes to Sérensens AB to remind them of the high performance of

Caneb AB such as not having defective supplies for some period.

The main risk factor for Bemis AB in its relation with Soérensens AB is that a new
competitor could come into the market with same quality but lower prices. In this case,
there is the risk of Bemis AB losing some of its market share as well as losing income
on its investment because quality and cost may influence the direction that SGrensens
AB will follow. However, Bemis AB counts on the long duration of its relationship with

Sorensens AB to survive.
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Table 5.3: Summary of Barriers to SD as stated by both firms in the first dyad

Supplier — Specific Barriers

Supplier’s lack of commitment No

Insufficient supplier resources No

Yes (Bemis AB feels
Sorensens AB is
Supplier’s complacency (N0 news is good news) satisfied but the latter
expects the former to
enquire this.)

Supplier’s reluctance to SD No
Tied down capital in stock on behalf of buyer Yes
New competitor with quality and lower prices Yes

Buyer — Specific Barriers

Lack of buyer’s top management support No
Lack of Buying firm’s credibility to its suppliers No
Bias related barriers No
Lack of the Buying firm’s effectiveness No
Misguided SD objectives No
Buyer’s Reluctance to Supplier Development No

Buyer — Supplier Interface Barriers

Lack of trust No No
No (but fears the
Poor alignment of organizational cultures No future it Sjostrand is
changed in
Sorensens AB)
Insufficient inducements to supplier Yes Yes
Poor communication and feedback No No
Power issues No No
Lack of profitability No No
Risk of losses No Yes

Yes (but says you
can feel Sérensens

No enquiries on satisfaction of buyer by supplier Yes AB is satisfied when
they meet)
Insufficient (few) mutual site visits Yes Yes

Source: Own creation
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5.1.2. Case two (second dyad): Sérensens AB and Caneb AB (i.e. S-C)

Sorensens AB is equally the buying firm in this dyad while Caneb AB is the supplier for
the casings into which the sausages are filled. They both constitute the second dyad in
this research.

5.1.2.1.  Practices in SD in second dyad (yellow section of the oval model)

This is the oldest relationship among these three suppliers with a collaboration period of
about 25 years as given by Sjostrand of Sérensens AB. We can say that the relationship
Is @ mature one given the long period of working together. However, Nilsson of Caneb
AB puts the period at over ten years of collaboration and that it was due to the quality
they offer. This difference in time may be because Nilsson has held his position for a far
shorter period than Sjostrand but it also indicates that much attention is not given to the

origin of the relationship.
Low involvement Practices in the second dyad (Ls-c)

The same form of competitive pressure is applied by Sérensens AB on Caneb AB and as
stated earlier based on hermeneutics, it is confident of the use of this method of
operating because it has the power to use it for cost control purposes. Caneb AB
acknowledges this pressure especially as it is aware that there are other potential
suppliers of the same product. Thus, it works hard to meet up with quality, service and
price. This response from Caneb AB shows that the competitive pressure is working
well for Sorensens AB.

Sorensens AB evaluates Caneb AB based on the same criteria as for Bemis AB above
i.e. by comparing the quality and cost offered by Caneb AB with that of other potential
suppliers. Delivery time and defective products also count in the evaluation. Caneb AB
says the same thing and adds that all claims from Soérensens AB are attended to
immediately in consultation with its own first tier suppliers. Obviously, this immediate
reaction of Caneb AB portrays its seriousness in the relation but is certainly also
influenced by the competitive pressure set up by Sérensens AB. For very late orders,

Nilsson delivers them personally with his own car from Caneb AB Sweden at the same
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price as usual. This leads to an extra transportation cost but it is understandable that in
this way, Caneb AB is protecting its sales to Sorensens AB.

Sorensens AB has a few small percentage suppliers of casings apart from Caneb AB.
Caneb AB states that it is aware of these small suppliers to Sorensens AB. Sorensens
AB does this to control price and be protected from any disturbances on supplies from

Caneb AB. It also makes Caneb AB to be alert and to maintain high standards.

Sorensens AB expects quality, lower costs, no defective products and short delivery
times from Caneb AB to produce smoothly with no shortages in material. This enables
the former to deliver on time to its consumers. Conscious of these demands, Caneb AB
says during their annual meetings, prices are negotiated such that if any of its own
suppliers reduces its price then Sorensens AB also gets a price reduction but the same
quality to proof that Caneb AB performs beyond expectation. This is clear proof that
Caneb AB does not focus only on profit but also strives to secure the confidence of and

the future with Sorensens AB.

Communication is frequent between the firms mainly by phone or email as stated by
Sorensens AB. This equally keeps the firms close to each other. Caneb AB says that
they communicate very well thus understand each other’s behaviour and reaction
especially on prices given the fluctuations of the euro. Sérensens AB knows that Caneb
AB buys all its raw materials in euro. This understanding derived through frequent
communication helps to avert serious conflicts and stabilizes the relationship for the

long-term.

When Caneb AB and some of its suppliers visit Sérensens AB, they all talk about the
products supplied by Caneb AB as affirmed by both firms. During such discussions
feedback is gotten on these products. This pools more human resources for possible
improvements, expands the collaboration and any changes will be well understood right

to the suppliers of Caneb AB for even better results.
Moderate involvement Practices in the second dyad (Ms.c)

Sorensens AB depends highly on Caneb AB for sausage casings though the volumes are
and will be determined by the volumes of the commands from consumers. In the same

light, Caneb AB confirms that more than 70 per cent of its casings go to Sérensens AB
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making the latter an important customer that the former cannot afford to lose. This is
evidently the reason why Caneb AB tries to meet many of the requirements of
Sorensens AB as testified by the former, strives to perform satisfactorily and reduces the
price to Sorensens AB whenever any of its own suppliers does the same in order to

please this high percentage buyer.

According to Caneb AB, its products are simple so no knowledge transfer is necessary
given the experience that both firms have in their respective domains. Sorensens AB
thinks that there is no transfer of knowledge because they are in different domains.
Based on the long duration of the relationship, it could be assumed that any transfer of
knowledge would have taken place in the early years so such transmission cannot be felt
or seen now. At the start of the interview, Nilsson seem to affirm this interpretation
when he says that both firms have learned a lot from each other over time and now

know each other better.

Both firms state that Caneb AB is sometimes recognized for its good services in the
newsletter of Sorensens AB. Caneb AB believes that this is an expression of its
importance and satisfactory work to Sorensens AB. In my view, the duration of the
relationship amidst other potential suppliers of the same product is also testimony of this
importance of Caneb AB to Sorensens AB and the seriousness of their “bond” as

Nilsson calls it.

The hearty words of Sérensens AB for always having a place for Caneb AB in the future
are also echoed by Caneb AB, which is certain that Sérensens AB will inform and give
priority to Caneb AB for any new important customer to the former. Howbeit, there is
no long-term contract to this effect. Both firms say this is because they are surely
satisfied with each other based on sales volume for Caneb AB and quality received at

low cost for Sorensens AB.

Sorensens AB acknowledges the visits of Caneb AB, during which time the former
gives feedbacks to the latter on its products, stating any serious problems encountered as
confirmed by the latter. This leads to improvements and better management of the issues

arising as well as the relationship.
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Caneb AB says that to help Sérensens AB in solving casing-machines’ problems, it
needs to understand the working of the machines and even the engineers of its suppliers
are involved if the problem is too serious, though this is rare. This is technical assistance
to Sorensens AB but hermeneutically speaking in this situation, it is motivated by the
need for continuous sales by Caneb AB because it is sporadic rather than strategic.
These visits and collaboration bring the firms closer and contribute to establishing trust
between them. Thus, it is even more obvious why Sérensens AB always has a place for
Caneb AB.

Both Sérensens AB and Caneb AB have official certifications.
High involvement Practices in the second dyad (Hs.c)

Sorensens AB gives an example of how it involved Caneb AB in developing casings
with different colours to identify the different sausage products, which is evidently
involving Caneb AB in product development. However, Caneb AB does not state this
because it probably does not see it as such since it does not develop by its self the
products that it delivers to Sérensens AB. Consequeently, it does not feel involved in

investing in machines for production here in Sweden.

The dyadic views on the practices of SD in the second dyad are summarised in the table
below. The level of involvement of each practice based on the stepwise model is

indicated in bracket i.e. low, moderate or high involvement.
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Table 5.4: Summary of SD practices as stated by both firms in the second dyad

SD Practices in the Second Dyad

SD Views in Second Dyad

Similar Views

Dissimilar Views

Sorensens AB | Sorensens Caneb
& Caneb AB AB AB
Low involvement Practices (Ls-F)
Competitive pressure Yes
Supplier evaluation Yes
Buying from a limited number of suppliers per Yes
purchased item
Raising performance expectations Yes
Communication and feedback Yes
Knowledge transfer No
Recognition Yes
Promises of increased current/future business if
. . Yes
supplier performance improves (Suppler tacit No
incentives)
Site visits (supplier to buyer in this case) Yes
Long-term contract No
Visits with
Technical assistance in improving suppliers’ parts Yes engineers
and materials (reverse) of first tier
suppliers
Expectation of supplier certification Yes
High involvement Practices (Hs.r)
Intensive information sharing No
Training and education of a supplier’s No
personnel
Exchange of personnel between the two firms No
Supplier involvement in buyer’s new product
: Yes
design and development
Direct investment in supplier by the buying firm No
Site visit with first tier suppliers Yes

Source: Own creation
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5.1.2.2.  Success Factors of SD in second dyad (green section of the oval model)

According to Sorensens AB, Caneb gives the best quality products in its domain so
Sorensens AB is satisfied with this supplier and Caneb AB is also pleased with the

collaboration by Sérensens AB.

Sjostrand sounds categorical that the top management of Sérensens AB is particularly
interested in the relationship with Caneb AB seen by allowing the involvement of the
latter in discussions for its product design and development. The longevity of the
relationship is dependent on top management and thus shows its support of the
collaboration. Caneb AB absolutely thinks the top management of Sorensens AB
supports the relationship but Nilsson of Caneb AB adds that his personal relationship
with Sjostrand of Sorensens AB is an ingredient to the seriousness and success of the

relation.

Sorensens AB buys a remarkable volume of its needs in plastic films and packaging
from Caneb AB. The latter does more supplies per week than the other two main
suppliers do. Strategically speaking, Sorensens AB has a prestigious place in the plans
of Caneb AB because the former purchases more than 70 per cent of the casings sold by
the latter. For this reason, Caneb AB expects this relationship to continue as well as
hopes that Sorensens AB will continue to absorb the volume of casings it is buying now

and even more as it expands.

Caneb AB aligns its capabilities to the requirements of Sérensens AB by always trying
to predict and be ready for the next possible request from Sérensens AB. For this
purpose, it has doubled its stock capacity. It ensures that it has two batches of a special
product in stock to replace any defective supply immediately. Such actions constitute

the elements that lead Sérensens AB to consider Caneb AB as a loyal supplier/partner.

Sorensens AB states that there is mutual trust with Caneb AB because the latter is loyal
and strives to keep its promises to meet the demands and requirements of the former.
Sorensens AB also trust the quality of the products it gets from Caneb AB as well as the
cost and the delivery time given the duration of the relationship. Caneb AB expresses
the same strong feeling about their mutual trust but is equally convinced that the

personal relationship between Nilsson and Sjdstrand plays a great role in this trust.
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The two-way communication between both firms is through phone calls, emails and a
few meetings in a year. The both firms have an open mind during their business
discussions thus can freely express any dissatisfaction. Soérensens AB says these
communication methods are good enough so a connection between them by EDI or ERP
IS not necessary. Caneb AB expresses exactly the same views about their
communication and even goes further by saying that these methods, especially the
phone, have worked well for about 25 years of their relationship so are the most

appropriate for them.

A follow up of the above views is that Caneb AB keeps high stock worth about SEK 10
million because it has long lead times with its own suppliers whereas it has to meet up
with the demands of Sérensens AB, which on its part does not want to keep stock.
Consequently, Nilsson admits that electronically connecting the data systems by EDI or
ERP may be good in the future to reduce the stocks but paradoxically believes this
proposal should come from Sérensens AB, which has no problem with the present
situation. To me, the logic here is that Caneb AB does not want to suggest any radical or
expensive change that might be disruptive to the relationship given the obvious

importance of Sérensens AB to Caneb AB as a very high percentage buyer.

Sjostrand claims that business negotiations between both firms are done on a collegial
basis thus Sorensens AB does not exercise power influence strategies on Caneb AB.
Here also, the argument for competitive pressure on Caneb AB as a tacit form of power
influence applies.
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Table 5.5: Summary of Success Factors in SD as stated by both firms in the second
dyad

Success Factors of SD in the Second Dyad SOIETEETS || (CAED
AB AB

Supplier — Specific Success Factors

Supplier’s expectation in its strategic objectives Yes

Conformity of supplier’s capabilities Yes

Supplier commitment Yes

Supplier-specific adaptations Yes

Buyer — Specific Success Factors

Lon-term strategic goals No

Top management support Yes

Power influence strategy in SD Yes

Buyer commitment Yes

Buyer — Supplier Interface Success Factors (involves both)

Knowledge sharing and transfer No No

Trust Yes Yes

Communication methods and effective communication Yes Yes

Long-term commitment No Yes

Personal friendship Yes Yes

Source: Own creation

5.1.2.3. Barriers to SD in second dyad (red section of the oval model)

As with Bemis AB, Sorensens AB says that Caneb AB does not also ask the specific
question of whether Sérensens AB is satisfied even though Caneb AB finds out about its
products and other difficulties that Sorensens AB might face. In the same way, silence
becomes synonymous to being satisfied leading to poor communication. Sorensens AB
does not consider this as a good way of operating because dissatisfaction induces an
immediate phone call. The firms’ claims of open discussions are equally questionable
here or could be said to be limited to “talking products, difficulties and purchase/sale

prices”.

Caneb AB thinks that a risk factor in this relationship is any change in the management

personnel of Sérensens AB because this will require a lot of effort from the former to

135



Linnaeus University

School of Business and Economics

know each other very well to the point of working smoothly and making plans together
for the future. For now, the chemistry between Nilsson and Sjostrand drives the

relationship in the direction of success.

In the course of the interview, it is found that the responses to the other questions
address most of the issues related to barriers. For instance, if a firm indicates that its top
management supports the SD effort, then it is obvious that lack of top management
support is negative.
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Table 5.6: Summary of Barriers to SD as stated by both firms in the second dyad

Barriers to SD in the Second Dyad Sbrzngens
Supplier — Specific Barriers
Supplier’s lack of commitment No
Insufficient supplier resources No
Yes (Caneb AB
feels Sérensens AB
Supplier’s complacency (N0 news is good news) ifa;a;;S:;e;eE;ttLhee
former to enquire
this )
Supplier’s reluctance to SD No
Buyer — Specific Barriers
Lack of buyer’s top management support No
Lack of Buying firm’s credibility to its suppliers No
Bias related barriers No
Lack of the Buying firm’s effectiveness No
Misguided SD objectives No
Buyer’s Reluctance to SD No
Buyer — Supplier Interface Barriers
Lack of trust No No
No (but dubious of
Poor alignment of organizational cultures No Sjg;fr:;gj:z;\tes
Sorensens AB)
Insufficient inducements to supplier Yes Yes
Poor communication and feedback No No
Power issues No No
Lack of profitability No No
Yes (Sorensens AB
Risk of losses No %%Ze; ffgglg]sogte than
Caneb AB)
Yes (knows
No enquiries of buyer’s satisfaction by supplier Yes fg::;}zznsaz‘; ign
longevity)

Source: Own creation
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5.1.3. Case three (third dyad): S6rensens AB and Formidabel AB (i.e. S-F)

Once more Sorensens AB is the buying firm in this dyad with Formidabel AB as the
supplier of the spices that are used in spicing the sausages. They make up the third dyad
in this study.

5.1.3.1.  Practices in SD in third dyad (yellow section of the oval model)

This relationship lies between those of the other two suppliers with Sérensens AB in
terms of longevity and is important because Formidabel AB is also a main supplier to
Sorensens AB.

Low involvement Practices in the third dyad (Lsf)

Here also, Sérensens AB confidently puts competitive pressure on Formidabel AB by
making use of its power as the buyer who decides where to buy from. Though it is the
only supplier of spices to Sorensens AB, Formidabel AB is aware and is often reminded
by the former, of other possible suppliers. This puts pressure on the latter so it always
performs its best to keep this customer. Thus, the method brings out the best from
Formidabel AB.

The evaluation of Formidabel AB by Sérensens AB is mostly based on quality, cost and
delivery time. The former is aware of this and always tries to meet up with the
requirements of Sorensens AB though difficulties may occur. However, Formidabel AB
is conscious of working hard through extraordinary actions such as performing tests to
solve such problems and satisfy Sdrensens AB as the customer. This tells that

Formidabel AB is a supplier that takes its duties and commitments very seriously.

The expectations of Sorensens AB are that Formidabel AB should respect quality,
respond timely to orders but keep cost low. Being conscious of these, Formidabel AB
does its best to satisfy Sérensens AB.

Both firms state that they mostly communicate and get feedback through the phone,
emails or meet face-to-face during visits for all their interactions and activities. These
simple and direct ways of communicating keep the human factor in the relationship
alive and beneficial to both firms because it may influence some extra effort to be used

in solving a problem.
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Moderate involvement Practices in the third dyad (Ms.g)

Sorensens AB says that it does not make promises on future business but when it
receives orders, it hopes to keep this supplier for spices. Formidabel AB counts on its
advice and teachings to Sérensens AB on spices for a priority position in future business
deals. Thus, Sérensens AB states its reality for its business while Formidabel AB hopes

to reap in the future for its present efforts. There are also no long-term contracts.

Both firms acknowledge that Formidabel AB visits S6rensens AB when necessary to
talk of the spices, understand how the machines mix them with meat and advice/teach
Sorensens AB how they should be well used for better results. This motivates the
relationship by not keeping it only official but a friendly spirit between Liljeholm and

Sjostrand supports it as well.

Formidabel AB clearly states that it teaches and advises Sérensens AB on using spices
because it is more knowledgeable in spices while Sérensens AB says they work closely
together. Thus, obviously there is knowledge transfer.

Soérensens AB and Formidabel AB are both certified. The latter is certified in 1ISO 14001
and FSSC 22000 certifications.

High involvement in the third dyad (Hs.g)

Finally, Sorensens AB says it involves Formidabel AB in its product design and
development, which the latter agrees to because it gives advice and teaches the former
on the amount of spices to use and how to use them for new products or on improving

products.

The dyadic views on the practices of SD in the third dyad are summarised in the table
below. The level of involvement of each practice based on the stepwise model is

indicated in bracket i.e. low, moderate or high involvement.
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Table 5.7: Summary of SD practices as stated by both firms in the third dyad.

SD Views in Third Dyad
SD Practices in the Third Dyad Similar Views Dissimilar Views
Sorensens AB & | Soérensens | Formidabel
Formidabel AB AB AB
Low involvement Practices (Ls.F)
Competitive pressure Yes
Supplier evaluation Yes
Buying from a few suppliers per
. No
purchased item
Raising performance expectations Yes
Communication and feedback Yes
Discuss Yes
Knowledge transfer products tacit
Recognition No
Promises of increased current/future
business if supplier performance improves No
(Suppler incentives)
Site visits (supplier to buyer in this case) Yes
Long-term contracts No
Technical assistance in improving suppliers’ Discuss Yes
parts and materials products advice
Expectation of supplier certification Yes
High involvement Practices (Hs.F)
Intensive information sharing No
Training and education of a supplier’s NG
personnel
Exchange of personnel between the two No
firms
Supplier involvement in buyer’s new product
! Yes
design and development
Direct investment in a supplier by the No Yes
buying firm (supplier in self) by self

Source: Own creation
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5.1.3.2.  Success Factors of SD in the third dyad (green section of oval model)

Sorensens AB describes the products from Formidabel AB as being of the best quality
that satisfies it. Formidabel AB also insists that it stands for quality at low cost and

emphasizes less risk in its production as well as keeping with delivery schedules.

Sorensens AB and Formidabel AB point out that their respective top managements
support their relationship and its development. Formidabel AB says this is because it
understands that SD is beneficial. This could mean that the focus of Formidabel AB in
SD is the benefits that go with it. Of course, this is what business is all about but with

the understanding that sometimes the benefits only come in the long-term.

Both Sérensens AB and Formidabel AB assert their commitment to the relationship and
trust in each other. Sérensens AB shows its commitment by buying all the spices it
needs only from Formidabel AB though it could be argued that this is testimony of the
quality provided by the latter as affirmed by both firms and probably the fact that the
volume demanded is not high because it is spices. As Formidabel AB puts it, SGrensens
AB is a “medium customer” to which it supplies once a week. Formidabel AB shows its
commitment by supplying the agreed quality at the right time as well as teaching,
advising, visiting Sorensens AB and taking extraordinary actions to solve any problem,
thus, its loyalty. To keep the standards of quality and as proof of being committed,
Formidabel AB is certain to be one of Europe’s most modern and well-equipped

supplier of high quality spices and it always seeks to minimize risks.

Sorensens AB bases its trust on the truthfulness and loyalty shown by Formidabel AB in
keeping its promises as well as respecting the required quality and delivery time. The
trust of Formidabel AB on Strensens AB arises from the longevity of the relationship
and the openness of the latter. Liljeholm of Formidabel AB points out that his strong

personal relationship with Sjdstrand is an important ingredient in this trust.

The two-way communication between the two firms is through phone calls, e-mails and
a few meetings in a year as confirmed by both firms. They communicate freely and
several times a week mostly by phone and e-mails clarifies Formidabel AB. It continues
that serious problems are solved through meetings at Sérensens AB. This suggests that

Sorensens AB does not go at all to Formidabel AB for problem solving and in fact, none
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of the suppliers has indicated that the former visits it. This is one way of tacitly telling
the suppliers that, “The customer is the king” and may probably be a reason why
Sorensens AB states that its suppliers are loyal. However, the willingness and effort to
go to Sorensens AB for a face-to-face problem solving meeting shows how seriously
Formidabel AB considers the relationship and how much it wants the relationship to

continue and succeed as well as shows its commitment.

According to Sjostrand and Liljeholm, business negotiations between Sdrensens AB and
Formidabel AB respectively are quite friendly though Sérensens AB uses competitive

pressure in dealing with Formidabel AB.

Sorensens AB cannot commit itself with Formidabel AB for the long-term through a
contract because the volume of consumer demand for sausages determines future
business volume with the latter, which is factual. Hence, it is logical when Formidabel
AB says that it expects the quality of its products, the additional services it offers and
the personal relation between Liljeholm and Sjdstrand to enable it be given priority in

the future.
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Table 5.8: Summary of Success Factors in SD as stated by both firms in the third dyad

Success Factors of SD in the Third Dyad Sor;n;ens Forrglgabel
Supplier — Specific Success Factors

Supplier’s expectation in its strategic objectives No
Conformity of supplier’s capabilities Yes
Supplier commitment Yes
Supplier-specific adaptations Yes
Buyer — Specific Success Factors

Lon-term strategic goals No

Top management support Yes

Power influence strategy in SD Yes

Buyer commitment Yes

Buyer — Supplier Interface Success Factors (involves both)

Knowledge sharing and transfer (tacitly) Yes Yes
Trust Yes Yes
Communication methods and effective communication Yes Yes
Long-term commitment No Yes
Personal friendship Yes Yes

Source: Own creation

5.1.3.3.  Barriers to SD in the third dyad (red section of the oval model)

Like for the other two suppliers, Sérensens AB is disturbed that Formidabel AB does
not verify whether it is satisfied with the products supplied to it. Here as well,
Sorensens AB says Formidabel AB passively relies on “silence means all is well ” but
Sjostrand telephones Formidabel AB in the case of any problem with the products. This
complain by Sorensens AB reveals that it does not also express its satisfaction by stating
it either to Formidabel AB or to any of the other suppliers. These issues of poor

communication from both firms can strain their relationship.

Another disturbing factor in this relationship is that Formidabel AB is doubtful of the
future of their collaboration when or if Sjostrand leaves Sorensens AB because this

might disturb the established inter-firm relational culture.
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In the course of the interview, it is found that the responses to the other questions
address most of the issues related to barriers. For instance, if a firm indicates that its top

management supports the SD effort, then it is obvious that lack of top management

support is negative.
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Table 5.9: Summary of Barriers to SD as stated by both firms in the third dyad

Sdrensens

Barriers to SD in the Third Dyad AB Formidabel AB

Supplier — Specific Barriers

Supplier’s lack of commitment No

Insufficient supplier resources No

Yes (Formidabel AB
feels Sorensens AB is
Supplier’s complacency (N0 news is good news) satisfied but the latter
expects the former to
enquire this.)

Supplier’s reluctance to SD No

Buyer — Specific Barriers

Lack of buyer’s top management support No
Lack of Buying firm’s credibility to its suppliers No
Bias related barriers No
Lack of the Buying firm’s effectiveness No
Misguided SD objectives No
Buyer’s Reluctance to Supplier Development No

Buyer — Supplier Interface Barriers

Lack of trust No No
No (but doubts the
Poor alignment of organizational cultures No future if Sjostrand
leaves Sorensens AB)
Insufficient inducements to supplier Yes Yes
Poor communication and feedback No No
Power issues No No
Lack of profitability No No
Yes (Risk of
Sl o e No Formidabel AB losing

Sorensens AB due to
prices)
Yes (simply knows
No enquiries of buyer’s satisfaction by Sorensens AB is

. Yes e : .
supplier satisfied with quality
& advice)

Source: Own creation
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5.2.  Cross Case Analysis with Pattern Matching: Comparing Dyads and
matching it with Theory

This part of the analysis is concerned with comparing the SD practices, success factors
and barriers across the three case dyads in this research, which constitutes the cross case
analysis. This is then matched with the literature review of chapter three to verify what
possible patterns or similarities could be identified. As explained in chapter four, each
case dyad consists of the buying firm, Sérensens AB and one of its three main suppliers,
Bemis AB, Caneb AB and Formidabel AB thereby forming the three dyads that are
summarized in the tables in the three subsections below for practices, success factors

and barriers to SD.

5.2.1. Practices in Supplier Development across the three dyads

The table below gives an overview of the SD practices as compiled from the
investigated case dyads consisting of the buying firm and its three main suppliers as
explained in the previous paragraph. As a reminder, the SD practices correspond to the
yellow portion of the Oval model within which the practices proper are classified on the

stepwise sub-model into “L” in “b”, M” in “0” and “H” in “p” as stated above.
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Table 5.10: Summary of the SD practices across the three dyads

. First | Second | Third

SD Practices Dyad Dyad Dyad Comments

Low involvement Practices (L)

Competitive pressure Yes Yes Yes

Supplier evaluation Yes Yes Yes

Buying from a few suppliers per item Yes Yes No

Raising performance expectations Yes Yes Yes

Communication and feedback Yes Yes Yes
suppliers in first
& third dyads
respectively think

Knowledge transfer No/Yes No No/Yes | acit knowledge is
passed to
Sdrensens AB

Recognition No Yes No

Promises of increased current/future business Caneb AB(dyad 2)

if supplier performance improves (Suppler No No No has considerations

incentives) for longevity

Site visits (supplier to buyer only) Yes Yes Yes
In first dyad ,
Bemis talks of a

) price index

Long-term contract No No No document &
consumption of
reserved stock

Technical assistance in improving suppliers’ Yes Yes Yes SRueveIriSe?dhg’llean

parts and materials (reversed) b PP P

uyer

Expectation of supplier certification Yes Yes Yes

High involvement Practices (H)

Intensive information sharing No No No

Training and education of supplier’s No No No

personnel

Exchange of personnel between the firms No No No

Supplier involvement in buyer’s new product

design and development es es es

o . . . In all dyads

Direct investment in a supplier by the buying AT

firm (supplier invests in self) NE N NE _suppllers nvest
in self

Site visit with first tier suppliers N/A Yes N/A

Source: Own creation
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5.2.1.1. Low Involvement Practices (L)

Competitive Pressure

From the table above, we observe that the low involvement SD practices are well
exercised across the three dyads. Competitive pressure is used in all the three case dyads
but with some differences. In the first two dyads, the buying firm, Soérensens AB,
intermittently purchases from other small suppliers and reminds the main suppliers,
Bemis AB and Caneb AB, of the possibility of changing suppliers. However, in the third
dyad, no buying of spices from other suppliers is done but the availability of other
suppliers of spices is always echoed to the sole supplier in this domain, Formidabel AB.
These methods of dealing with the suppliers obviously stir their effectiveness and
contribute in the control of prices. It could be argued that only one supplier of spices is
utilised because the required volumes of spices are not large in realtion to the other
supplies, the expertise and advisory support services it offers and due to the delicate

nature of spices in food.

In the literature review, competitive pressure is shown to be used in the form of buying
from other suppliers and through bidding (Krause) but only buying from other suppliers
is used in the first two dyads. The practice in the third dyad could be seen as power
influence strategy in the form of threat (Ghijsen et al., 2010) as stated in the literature

review since the buying firm has the power to decide from which firm it prefers to buy.
Supplier Evaluation

Sorensens AB executes supplier evaluation on its three main suppliers in the three dyads
based on quality, cost, delivery time and number of defects as stated by Sérensens AB
and confirmed by the suppliers Bemis AB, Caneb AB and Formidabel AB. In the third
dyad, the evaluation mainly focuses on quality and delivery time given the nature of the
product i.e. spices. According to Sorensens AB, this evaluation helps to keep the
suppliers conscious of the quality required, ensure prompt delivery performance of
products in good condition so that production is not disrupted as well as enables
Sorensens AB to control purchase prices.

It can be understood that these evaluations give the latter a good understanding of each

supplier’s capabilities and performance and a better appreciation of the cost borne in
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using the specific supplier. This understanding could stabilize and reinforce the
relationship as well as lead to further collaboration to the point of establishing a
guaranteed long-term relationship. However, it could also break down the relationship if
the cost factor is perceived as being higher than the value received. Each of these
suppliers states that it strives to always meet up with these requirements of Sorensens
AB thereby minimizing errors or delays.

As stated in the literature, supplier evaluation is based on quality standards, delivery
time, number of defective products, quantity precision and random testing () permits for

good products.
Buying from a few Suppliers

In the first and second dyads, Sérensens AB buys from a few other suppliers and the
main suppliers in these dyads Bemis AB and Caneb AB are aware of this. Sérensens AB
states that buying of small quantities from other suppliers while dealing more with the
main suppliers enables it to check and control the prices offered by the main suppliers. It
can be seen that this is in line with its practice of exerting competitive pressure on the
main suppliers. Of course, it is evident that to exert competitive pressure on a supplier
necessarily includes engaging or demonstrating the availability of other suppliers in that
domain. Thus, it is not surprising that Sorensens AB intermittently buys from other
suppliers and demonstrates their availability by always reminding the main suppliers

about this fact.

Sorensens AB says that this practice helps it in reducing production cost by taking
advantage of price reductions from the other suppliers. This could mean that it is ready
to take the risk of compromising quality to some degree as the case may be, even if the
quality possibly lost could be very small. No buying from other suppliers occurs in the
third dyad mostly because of the established confidence and the quantity of spices
needed is small in relative terms to the other required products from the other two

suppliers.
Raising Performance Expectations

In all the three dyads, Sorensens AB has high expectations of performance and even

increases its expectations in some aspects. While the quality it receives in all the dyads
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Is satisfactory, it expects to have no defects in the supplies from the first two dyads
because it says that defects reduce the usable quantity of products and this can disrupt
production since Sérensens AB does not keep stocks of the products it uses. Caneb AB
in the second dyad gives price reductions to Sérensens AB anytime the former also has
one from its own suppliers and says that this is show the latter that it can perform
beyond expectations if possible. In the third dyad, the expectations of Sérensens AB are
mostly hinged on the quality of the spices, which should always be maintained at a high
level to enable it produce good quality sausages. Finally, in all the three dyads,
Sorensens AB expects the prices of the various products it orders from these suppliers to
keep decreasing so that its own production cost can also be decreasing.

Communication and Feedback

There is a good degree of communication and feedback in the three dyads as stated by
Sorensens AB and its three main suppliers in this study. The communication is
concerned mostly with placing orders, complaining about defective products, seeking
advice on any difficulty encountered in using the products as well as discussions during
product design and development. The communication is often through telephone calls
and emails as well as a few meetings each financial year especially in preparation of the
next financial year. In general, feedback on the products is usually gotten by these

suppliers during discussions when they visit the buyer, Sérensens AB.

5.2.1.2. Moderate Involvement Practices (M)

Knowledge transfer

This practice raises different views between Sérensens AB and its supplier in in the first
and third dyads. In the first dyad, Sorensens AB cannot affirm knowledge transfer
because it says they work together to solve any difficulty that arises in using the
packaging materials. On the other hand, Bemis AB thinks that though there are no
formal sessions for training because the firms operate in different domains, there could
be tacit transfer of knowledge to Sorensens AB when it helps the latter in setting
temperatures of the machines to optimize the use of the plastic films for better results.
By extension, this explanation by Bemis AB shows its strength in its knowhow on the

products it researches and manufactures. Thus, Bemis AB considers this tacit transfer of
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knowledge to be from the supplier to the buyer, which is contrary to what is stated in the
theory. However, this is simply the thinking of Bemis AB and cannot be taken as the

fact.

In the second dyad, both parties affirm that no transfer of knowledge is necessary
because according to Caneb AB, its products are simple. While Sérensens AB claims to
be quite knowledgeable in what it does in the third dyad, Formidabel AB says it advises
Sorensens AB on the use of some mixtures of spices to obtain good sausages because it
has more experience on spices and thinks that the latter could have received tacit
knowledge from the advice it gives. Once more, this is simply the thinking of
Formidabel AB but could be seen as an expression of the confidence it has on its

knowledge, ability and experience on spices.

Knowledge transfer is explained in the literature review as occurring from the buyer to
the supplier to meet the requirements of the buyer (Krause, 1999) but in the first and
third dyads, it appears to be the reverse situation as stated by both suppliers. The
possible explanation is that both suppliers are conscious of satisfying the buyer to keep
the market gained and maintain the relationship for the long-term given the high
competition other supplier businesses.

Recognition

The parties in the three dyads state that no formal recognition of the suppliers is done by
Sorensens AB. The suppliers in these dyads say that S6rensens AB is satisfied but they
can only sense this in their interactions since the latter does not explicitly state it.
However, for any problem that Sérensens AB encounters with the products received
from the three suppliers, they all say that Sorensens AB quickly telephones to complain
of it. This is evidence that Sorensens AB is not doing the least possible things to
motivate its suppliers or could reflect the fact that it is not sensitive to the positive

reinforcement that such motivation can give the suppliers and the relationships.

In the second dyad, Caneb AB which has the oldest relationship with Srensens AB says
that it was recognized some time ago in the newsletter of the latter but not frequently.
This testimony is clearly reflecting that Sérensens AB is being negligent of some good

practices it operated in the beginning.
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Bemis AB in the first dyad says it writes to S0rensens AB from time to time to make the
latter aware of how the former has performed well for a given period (deliveries in time,
no defective products or minimal defects etc.). It even added jokingly “When you write
your report, you can suggest to them to recognise our effort and performance”.
Hermeneutically, these show the interest of Bemis AB to have some recognition of its
effort and performance by Soérensens AB for its motivation.

According to the theory in this study, recognition of the performance of a supplier by
the buyer through award ceremonies, in buyer’s newsletter or even official recognition
letters to supplier is an essential ingredient that encourages sustenance of the supplier’s
performance and stirs continuity of the relationship (Galt and Dale (1991); Krause
(1997).

Promises of increased current/future business (Suppler incentives)

In the three dyads, there is clearly no promise of more business volume from Sérensens
AB because it says that this obviously depends on the volume of orders for sausages,
which it cannot predict for the future. Though this is logical, it can also be seen as a way
of not letting these suppliers rest on their laurels with respect to their performances.
However, Sorensens AB states its readiness to continue with these suppliers in the
future as business evolves. Caneb AB of the second dyad on its part says that it is
confident of being prioritized by Sorensens AB if business increases in the future. |
think it says this due to the long period of the relationship with Sérensens AB and the
high level of collaboration they have had together to the point of being involved in the

product design and development of S6rensens AB.
Site visits

There are site visits in all the three dyads in this study. However, only the three main
suppliers often visit the premises of Sérensens AB while the latter does not visit these
suppliers. During these visits, both parties talk about the products supplied, the
production of sausages and any plans for the future. Formidabel AB says that by
understanding how the machines mix the spices in the sausages, it advices Sorensens
AB on using the spices and this makes the former confident of being prioritized for

continuity with the latter in the future. My interpretation of this statement is that
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Formidabel AB is convinced that the advice it gives Sérensens AB has a positive effect
on the latter and feels that the latter is also aware of this contribution to the success of its

sausage market.

In the theory, site visits are mostly done by the buying firm and hinge on inspection of
the facilities of the supplier to assess it capability (Hartley and Choi, 1996; Krause,
1997); Krause and Ellram, 1997a) so as to consider a way of improving the supplier.
However, this is the reverse in this study where rather the supplier visits the buyer to
ensure the satisfaction of the latter. In my view, this reversal is due to the tough
competition between suppliers to maintain the market gained but could also reflect the
maturity of the suppliers in their expertise i.e. suppliers now improve their own

capabilities and are well knowledgeable in their respective domains.
Long-term contract

Sorensens AB has no long-term contracts that oblige it to buy from the suppliers in all
the three dyads. This is for the same reason as the lack of promises for increased
business volume in the future i.e. its dependence on the volume of orders for sausages
that cannot be predicted to increase, remain constant or decrease. However, Bemis AB
emphasizes that both firms have signed a price index document that regulates the price
at which it can sell its products to Sérensens AB based on the fluctuations of the
currency and the prices of raw materials. They also have another document that obliges
the latter to purchase all the stock specifically reserved for it at the warehouse in Finland

if it decides to stop buying from the former.

It can be said that S6rensens AB is being protective of itself by avoiding contracts that
could lead to litigations if it wants to change suppliers due to poor performance, cost or
other differences. The price index document obviously brings in more understanding on
the prices between Sorensens AB and Bemis AB while the document on clearing the

stocks in Finland is also protective of Bemis AB for cost incurred on that stock.
Technical assistance in improving suppliers’ parts and materials (reversed)

In the three dyads, technical assistance occurs in several forms. Bemis AB helps in
setting temperature of the machines for its special plastic films; Caneb AB brings its

engineer and that of its own supplier to solve any persistent machine problems at
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Sorensens AB and Formidabel AB advises on the use of spices. Sérensens AB admits
the participation of these suppliers but sees it simply as the collaboration between them.
Of course, it shows the high level of collaboration between them but based on the
literature review, it is the reverse of what is expected from the buyer in SD. This could
signify that these suppliers are indeed well equipped and advanced in what they do to
meet the needs of the buying firm, Sérensens AB.

Following the literature review, technical assistance is given by the buyer to improve the
quality and performance of the supplier (). Thus, the situation in these three case dyads

is the total reverse of that in the theory.
Expectation of supplier certification

Sorensens AB expects its suppliers to be certified as it is also certified. Thus, its three
main suppliers in the three dyads are certified as well. Each of these firms in the
respective case dyads affirms that certification is very important especially in the food
industry for the confidence of their clientele.

5.2.1.3.  High involvement Practices (H)

Intensive information sharing

There is no intensive sharing of information in any of the case dyads because the firms
involved say that the simple methods of communication used have been and are still
good enough for their businesses. Bemis AB in the first dyad thinks that more data
sharing than they both do now is not necessary because it will be costly to have the
necessary equipment and the size of Sorensens AB does not necessitate such

investments.

Training and education of supplier’s personnel

There is no training and education of supplier’s personnel in all the three case dyads.
Exchange of personnel between the firms

There is no exchange of personnel in the form of collocation of employees between the

firms in all the three case dyads.
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Supplier involvement in buyer’s new product design and development

The suppliers in the three dyads are involved in the product design and development of
Sorensens AB as confirmed by the firms in each dyad. Sorensens AB illustrates this by
the engagement it had with Bemis AB and Caneb AB in differentiating the different
types of sausages using casings with different colours. Formidabel AB also advises on
the spices-mix for any new sausage product. By interpretation, this level of cooperation
is high, shows understanding and closeness between the firms in the dyadic relationships
as well as helps to sustain the buyer — supplier relationship for the long-term.

Based on the theory, supplier involvement in the buyer’s product design and
development helps the buyer to have good products but also improves the knowledge of

the supplier.
Direct investment in a supplier by the buying firm

Sorensens AB has no direct investments such as assets in any of the suppliers in the
three case dyads. Rather, the suppliers invest in their respective businesses with Bemis
AB supporting a heavy department for research and development. This clearly reflects
the absence of long-term commitment on the part of SGrensens AB but could also be due
to the fact that these suppliers are capable of doing the necessary investments by

themselves which demonstrates their large size in comparison to the Sérensens AB.

5.2.2. Success Factors of SD across the three dyads

The SD success factors identified in each dyad are summarized on the table below. They
are based on the views of the buyer, Sérensens AB and the supplier in each dyad. The
success factors form the green portion of the Oval model. The supplier-specific success
factors highlight the sole views of each supplier while the buyer-specific success factors
are the sole views of the buying firm in relation to each supplier. However, the buyer-

supplier interface success factors are the views of both buyer/supplier respectively.
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Table 5.11: Summary of the Success Factors in SD across the three dyads

First

Second

Third

Success Factors of SD Dyad Dyad Dyad Comments
Supplier — Specific Success Factors

ggjii![li(\e/re Ss expectations 1n ItS strategic Yes Yes No
Conformity of supplier’s capabilities Yes Yes Yes
Supplier commitment Yes Yes Yes
Supplier-specific adaptations Yes Yes Yes
Buyer — Specific Success Factors

Lon-term strategic goals No No No
Top management support Yes Yes Yes
Power influence strategy in SD Yes Yes Yes
Buyer commitment Yes Yes Yes
Buyer—Supplier Interface Success Factors (involves both)

Knowledge sharing and transfer Yes/Yes | No/No Yes/Yes
Trust Yes/Yes | Yes/Yes | Yes/Yes
CCc?anr;nuunniiccaitiioonn methods and effective YesiYes | YesiYes | Yes/Yes
Long-term commitment No/Yes | No/Yes No/Yes
Personal friendship Yes/Yes | Yes/Yes | Yes/Yes

Source: Own creation

5.2.2.1.  Supplier — Specific Success Factors

In the first two dyads, the suppliers Bemis AB and Caneb AB are positive in

incorporating their expectations with Sérensens AB in their strategic objectives. Bemis

AB does much research, which enables it to develop high puncture-resistance packaging

products that secure the sausages better during transportation as well as thinner but

effective plastic films sold at reduced prices. In this way, while targeting other

customers, it expects Sorensens AB to buy more products from it, helps S6rensens AB

to reduce cost and this secures its market position with Sérensens AB. By extrapolation,

this could give Bemis AB a very strong position in the relationship and on the market.
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Caneb AB sells more than 70 per cent of its casings to Sorensens AB making the latter
to have a great influence in the strategic objectives of the former, which firmly expects
the relationship to continue for it to remain afloat as a going concern. Thus, the former
needs to be loyal and it can be said that this gives it a weak position in the dyad. In the
third dyad, the strategic objectives of Formidabel AB are not clear to the respondent, but
it focuses on satisfying its entire customer base with its production facility on spices,

which is “one of Europe’s most modern” than on any particular customer.

In the situations above, the suppliers do self-investment for improvement to satisfy the
needs of their customers, which reflects their size as large firms compared to Sérensens
AB. They only expect to have more sales and to capture more customers. These
situations are different from that in the literature review where a supplier hunts for
improvement of capabilities and performance in its strategic objectives by dealing with
a buying firm and this leads to its growth and the success of the alliance (Humphreys et
al., 2004; Li et al., 2012).

The capabilities of the suppliers in the three dyads conform to the requirements of
Sorensens AB as each supplier satisfies the buying priorities of Sorensens AB as
supported by (Sanchez- Rodriguez, 2009) for a successful buyer-supplier relationship.

The three suppliers in the three dyads clearly state that they are committed to their
respective relations with Sorensens AB and this is evidenced by their loyalty,
cooperation and longevity in the relationships. The commitment is also demonstrated by
their assistance to Sorensens AB whereby Bemis AB helps to sets the machine
temperature for the plastic films and Formidabel AB advises on spices-mix to obtain
good sausages. These aspects contribute to a successful SD relationship associated with

operational performance measures (Prahinski and Benton, 2004).

The suppliers in the three dyads have exhibited supplier-specific adaptations influenced
by the requirements of Stérensens AB. In the first dyad, a special stock is reserved by
Caneb AB at its warehouse in Finland for Sérensens AB while in the second dyad,
Caneb AB has doubled its stock to assure Sorensens AB and to meet up with any
quantity of casings requested by the latter at any time. Caneb AB even bears extra
transportation cost using Nilsson’s car to satisfy late but urgent orders from Sorensens

AB. In the third dyad, Formidabel AB does special spices-mix for Sérensens AB to for
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the purpose of low prices but also to ensure that the latter produces good sausages. The
former has a modern facility for spices, which can solve the needs of Sérensens AB and
is also committed to perform tests on spices for Sérensens AB to solve any difficulties

with the spices.

These efforts arise from the events and interactions between the suppliers and Sérensens
AB leading to adaptation that enhances the feeling to continue doing business in the
long-term with the same partner (Walter, 2003).

5.2.2.2.  Buyer — Specific Success Factors

As concerns the success factors with respect to the buyer Sorensens AB, | begin by
stating that across the dyads, it has no long-term strategic goals related to its suppliers
because it has no long-term contracts that oblige it to purchase from these supplies in the
long-term. The underlying interpretation of this is that it does not wish to be tied down
to these suppliers in the long-term since future business depends on the volume of
orders that cannot be predicted. This also gives Sérensens AB the free hand to follow

the lowest prices on the market for the products it requires.

Sorensens AB is not concerned with the suppliers in its long-term strategic goals
because the suppliers do self-investment contrary to Humphreys et al., (2011) who state
that buyers should focus on developing the suppliers’ future capabilities than on present
quality and cost. This will bring future success whereas attention on the present
requirements of low cost, quality and short delivery time is for the short-term as Li et
al., (2012) explain.

The top management of Sorensens AB supports the relationships with these three main
suppliers. This is shown by the longevity of its continuous business dealings with them,
providing feedback for the improvement of both sides, allowing the involvement of the
suppliers in product design and development and wishing to continue with them in the
future. The suppliers also say that they know the top management of Sorensens AB
supports their respective relationships. This can be viewed as the full cooperation of the
top management of Sorensens AB to ensure that the relationships succeed.
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This support from top management demonstrates its awareness of the benefits derived
from having a collaborative relationship with its suppliers Krause (1999). Thus, in these
circumstances, the top management of Sérensens AB is an enabler (Humphreys et al.,
2004) in the relationship with the suppliers by letting the purchasing department give
feedback and the firm get as far as involving these suppliers in product design Li et al.,
(2012).

There is power influence strategy in the three dyads but this is of the indirect form. It is
based on information exchange and recommendations Ghijsen et al., (2010) from
Sorensens AB that discusses any difficulties with the products, gives feedback and

expresses what it expects from these three main suppliers.

Sorensens AB states that it is committed to the three relationships in the three dyads
demonstrated by the fact that most of its purchases are from these three suppliers. It also
says that if the volume of orders for sausages remains the same or increase then it will
continue with them in the future, which is a statement of commitment. This shows
engagement (Wu et al., 2011) though there is no written document to this effect.
Sorensens AB shows higher commitment and openness by involving these suppliers in
its product design and development which according to Ghijsen et al., (2010) motivates
them to be devoted, effective and to even exceed the requirements or expectations of

Sdrensens AB.

5.2.2.3. Buyer-Supplier Interface Success Factors (involves both)

There is no formal transfer of knowledge in all the three dyads but Sérensens AB,
Bemis AB and Formidabel AB say that they share knowledge in discussing the products
in the first and third dyads respectively. Bemis AB and Formidabel AB even think that
there may be tacit knowledge transfer to Sérensens AB during technical assistance and
consultation (Arroyo-Lépez et al., 2012; Wagner, 2010) when they assist the latter with
temperature setting and give advice on spices respectively. These contributions give

competitive advantage to these dyads on the market (Arroyo-Lépez et al., 2012).

This situation above is contrary to the view in the literature review where the technical
assistance is expected to be given by the buyer to improve the capabilities of the

supplier. Ghijsen et al., (2010), states that this is mostly the expectation of small
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supplier companies. There is no knowledge transfer in the second dyad according to the
firms in it because the dyad is concerned with a simple product with simple utilisation
i.e. the sausage casings. However, academic studies demonstrate that SD activities in
general involve the exchange of knowledge between firms (Nagati and Rebolledo, 2013;
Modi & Mabert, 2007; Krause, 1999).

Nevertheless, Bemis AB emphasizes that while knowledge sharing and transfer is good,
one has to be careful with company secrets which is a view also expressed in the
literature review by Mohr and Sengupta (2002) cited in Hernandez-Espallardo (2010, p.
103) as follows, “While one wants to learn as much as possible from one’s partners in
order to maximize the effectiveness and efficiency of the partnership, one also must limit
transparency and leakage of information in the partnership so as not to dilute the firm’s

sources of competitive advantage”.

Across the three dyads, all the suppliers express trust towards Sorensens AB and vice
versa. Sorensens AB clarifies that the trust arises from the fact that the suppliers are
loyal and truthful, doing whatever they promise to do. The suppliers say that Sérensens
AB is open and cooperative in their relationships. In all the dyads, the respondent for
each supplier who is the sales person says that this trust is enhanced by its personal
relationship with the purchase person of Sérensens AB and the purchase person of
Sorensens AB says the same of the sales persons of the suppliers. Thus, the personal
friendship and relation of the interacting staff members from these firms plays a pivotal
role in the success of the business relationship.

Consequently, trust is the foundation of the relationships in the three dyads (Shokri et
al., 2012; Wagner, 2011) as it brings in the social role of the human factor in a business
relationship. Trust promotes collaboration and reason by reducing irrational behaviour
(Bagchi and Skjoett-Larsen, 2003) and enhances knowledge sharing between firms (Wu
et al., 2011; Hernandez-Espallardo et al., 2010; Ryu et al. 2009; Terpend et al., 2008;
Tomkins, 2001). Communication increases trust (Zhang et al., 2011) and trust
intensifies commitment in the buyer-supplier relationship (Nagati and Rebolledo, 2013;
Ryu et al., 2009). These links elucidate the role of trust as a central pillar in the success
of SD in a dyadic buyer-supplier relationship in addition to the fact that according to

Humphreys et al., (2011) and Ryu et al., (2009) it prevents opportunistic behaviours.
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There is a good degree of communication between Sorensens AB and its suppliers in all
the dyads based mainly on phone calls and e-mails. The communication is to-and-fro,
frequent and open for the firms to express freely any complains or differences. These
communication methods are deemed satisfactory by the firms in all the dyads because
they are said to be good enough in placing orders, transmitting complains, coordinating
possible solutions and for other simple business issue.

Though these communication methods serve the businesses well, the firms could just be
reluctant to invest in more advanced and effective but costly technology such as EDI,
ERP that enhance information sharing. In addition, the communication in these dyads
cannot be said to be detailed as it is most concerned with placing orders and resolving

complains so | feel reluctant to say that it is effective communication.

Communication helps to share information within the supplier firms and across with the
buyer and vice versa (Carr and Kanyak, 2007) which is important to have success in SD.
The frequent and open nature of the communication above is motivational to the dyads
in achieving a sustained relationship (Krause et al., 1998). It brings understanding
between the firms in each dyad and enables conflict resolution (Humphreys et al.,
2004).

All the suppliers in the three dyads express their commitment to continue in the
relationship in the long-term but cannot be sure of this on the part of Sérensens AB
because there are no long-term business contracts signed which can assure them. They
all hope that their present performances, loyalty and longevity of the relations will give
them priority with Sérensens AB in the long-term. On its part, S6rensens AB hopes to
work with these suppliers in the future but cannot sign long-term contracts with them
because future business depends on the volume of orders for sausages. Consequently, it

has no long-term commitment with these suppliers.

Commitment of supplier and buyer is important for the success of SD in a dyadic
relationship (Mortensen and Arlbjern, 2012; Wouters et al., 2007; Wagner and Krause,
2009; Handfield et al., 2000; Krause and Ellram, 1997a,b; Hartley and Choi, 1996).
Thus, it is understandable why these suppliers are not too sure of the long-term with
Sorensens AB that has not signed long-term business contracts for purchasing with them

to show its long-term commitment, probably because this is highly demanding (Talluri
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et al., 2010). Since the structure and content of communication as an influence strategy
enhances commitment (Ghijsen et al., 2010), the frequent and open communication

between them could be used to build the commitment on both sides.

5.2.3. Barriers to SD across the three dyads

The barriers to SD identified in each dyad are summarized on the table below. They
reflect complains by the buyer, Sorensens AB and the supplier in each dyad. The
barriers to SD form the red portion of the Oval model. The supplier-specific barriers are
the views of each supplier in its dyad while the buyer-specific barriers are the views of
the buying firm in relation to each supplier. However, the buyer-supplier interface
barriers are the views of both buyer/supplier respectively. Any barrier that does not

apply to a dyad or has not been investigated in a dyad bears N/A.
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Table 5.12: Summary of the Barriers to SD across the three dyads

Supplier — Specific Barriers

Supplier’s lack of commitment No No No
Insufficient supplier resources No No No
Does not ask
Supplier’s complacency (N0 news is good news) Yes Yes Yes if buyer is
satisfied

Supplier’s reluctance to SD No No No

Tied down capital in stock on behalf of buyer Yes N/A N/A

New competitor with quality products at lower

prices Yes N/A N/A

Buyer — Specific Barriers

Lack of buyer’s top management support No No No
Lack of Buying firm’s credibility to its suppliers No No No
Bias related barriers No No No
Lack of the Buying firm’s effectiveness No No No
Misguided SD objectives No No No
Buyer’s Reluctance to Supplier Development No No No

Buyer — Supplier Interface Barriers

Lack of trust No/No | No/No | No/No
Suppliers are
doubtful of

Poor alignment of organizational cultures No/No | No/No | No/No | future when
Sjostrand
retires.

Insufficient inducements to supplier Yes/Yes | Yes/Yes | Yes/Yes

Poor communication and feedback No/No | No/No | No/No

Power issues No/No | No/No | No/No

Lack of profitability No/No | No/No | No/No

Risk of losses No/Yes | No/Yes | No/Yes

Does not ask
No enquiries on satisfaction of buyer by supplier | Yes/Yes | Yes/Yes | Yes/Yes | if buyer is
satisfied

Insufficient (few) mutual site visits Yes/Yes N/A N/A

Source: Own creation
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5.2.3.1.  Supplier — Specific Barriers

Supplier’s lack of commitment

In the three dyads, the suppliers do not lack commitment to the relationship with
Sorensens AB as they all claim their full commitment to it. They explain this
commitment in different ways as stated in the success factors. This is good for the buyer
Sorensens AB who is sure that these suppliers will not disappoint it. Caneb AB is
obliged to be committed to the relationship because Sorensens AB is a high percentage
purchaser to the former for more than 70 per cent of its sales. Given that, there is no lack
of commitment on the part of the suppliers and the longevity of the relations should
enable Sorensens AB to reduce and eliminate the uncertainty about the continuity of the

relationship and the long-term benefits (Krause, 1999).
Insufficient supplier resources

The three suppliers in the three dyads have resources that enable them to meet the
requirements of SGrensens AB so insufficient supplier resources is not a barrier to their
interactions with the buying firm. Bemis AB solves the packaging needs and even keeps
a special stock for Sorensens AB; Caneb AB provides the necessary differentiated
casings and can supply them from its store at short notice; Formidabel AB supplies and
even advices on spices-mix and all of them participate in the product design and
development for Sorensens AB. This is a good demonstration of their resources and
potentials/capabilities, which are a boost to the efficacy of SD (Talluri et al., 2010) and
confirms that they large supplier firms because according to Krause et al., (1999) this

barrier is rather common to small supplier companies.
Supplier’s complacency

This researcher finds that the three suppliers are complacent though they do not think
that they are complacent. They all state that they know or feel that Sérensens AB is
satisfied whereas the latter complains that none of these suppliers expressly enquires if it
is satisfied. This is a clear situation of complacency by the suppliers, who think that both
parties know that Sorensens AB is satisfied so there is no need to ask. However,
Sorensens AB on its part expects them to ask so that it can express its feeling. Thus, the

suppliers operate on the complacency rule of “no news is good news” (Lascelles and

164



Linnaeus University

School of Business and Economics

Dale, 1990), which reduces any satisfaction and discourages the willingness of the buyer
to engage in SD (Galt and Dale, 1991) or to cooperate in the relationship.

Supplier’s reluctance to SD

There is no reluctance to SD on the part of the three suppliers. This would have been a
contradiction to the fact that they have all expressed their commitment to the
relationship with Sérensens AB. Thus, they are willing to work with Sérensens AB as
seen by the efforts they deploy to satisfy and please the latter such as participation in its
product design and development, reservation of special stock, urgent deliveries,
technical assistance and advice.

Despite this favourable standpoint of the suppliers, which is good for the relationship
with Sérensens AB, the support of the latter is not evident in actions but for the fact that
it purchases from these suppliers and this could disturb the success of SD and the
relationship (Krause et al., 1998). For instance, it does not visit its suppliers, all
meetings take place at the premises of S6rensens AB.

Tied down capital in stock on behalf of buyer

This barrier was not found in the theory but has been identified by this researcher during this
research as a possible barrier because Bemis AB states that Sorensens AB does not want to
keep its own stock so the former has to keep stock for the latter in its warehouse. This
special stock can be used for two to three months so it is quite a huge amount of capital
that is tied down to satisfy the urgent needs of Stérensens AB even though there is a
clause obliging the latter to clear the stock in the case of changing suppliers.. Caneb AB
also says Sorensens AB feels assured because it has doubled its stock to about SEK 10

million.

The problem with this as a barrier is that since S6rensens AB is not financing the stock,
the relationship can breakdown if the supplier has not got the means to produce and
reserve such a huge stock. Furthermore, a cost is associated with holding stock and any
pilferage will be borne by the manufacturer so many supplier may not like such a
relationship.
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New competitor with quality products at lower prices

This is the fear of Bemis AB in whose dyad this possible barrier has been identified. Given that,
Sorensens AB is very concerned about having low prices, a new competitor with quality
products at lower prices than Bemis AB will obviously bring the relationship of the
latter to a halt or cause it to further reduce its own prices to be competitive. This is
normal in business irrespective of the longevity of a relationship so it can apply to the
other dyads as well. However, Bemis AB is comforted by the fact that based on its
analysis, it will be difficult for a firm to sell its same quality at a lower price and still

breakeven or make profits to remain a going concern.

5.2.3.2.  Buyer — Specific Barriers

Lack of buyer’s top management support

All the dyads enjoy top management support from the buyer and the suppliers so the
lack of top management support is not a barrier in these dyads and in this study. This
means that the top managements of Sérensens AB and its suppliers in the three dyads
understand SD and the good of having a buyer-supplier cooperative relationship
(Smeltzer, 1997) and should use the relationship to improve their competitiveness (Hahn
etal., 1990).

Lack of the Buying firm’s credibility to its supplier

This factor examines the buyer’s behavior towards quality issues. It is rejected as a
barrier in this research because Sérensens AB is credible to its suppliers. Sérensens AB is
seen as credible because it is sensitive to quality, delivery time, defective products and
cost. It evaluates its suppliers on these issues and its expectations are their continuous
improvement on these parameters. Consequently, it does not change suppliers frequently

and all these factors contribute to its credibility.

This is proof that it is a serious buyer for a SD relationship so any supplier that deals
with it has to be serious as well in the relationship because it feels convinced that the

buyer is conscious of improvement (Lascelles and Dale, 1990).
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Bias related barriers

Across the three dyads, there is no bias against any of the suppliers i.e. the volume of
purchases made by Soérensens AB from each supplier cannot be judged as being
discriminatorily small or large because of the size of the firm. However, this bias barrier
is probably not evident here because the suppliers are large firms whereas it is a barrier
that is mostly experienced by small suppliers (Krause et al., 1999). For instance, buying
70 per cent of the casings sold by Caneb AB probably means that some other small
supplier (not involved in this research) is obviously suffering this bias from Sérensens
AB. Small suppliers that endure this barrier of biased purchasing from the buyer are
reluctant to make changes to satisfy the buyer (Li et al. 2012). Consequently, they miss
the benefits of SD and eventually cannot expand (Krause et al., 1999).

Lack of the Buying firm’s Effectiveness

This is not a barrier across all the dyads because Sérensens AB is effective in its SD
efforts and cooperation in the three relationships as explained in the practices and under
its barriers even though it has not gotten to the point of investing asset in the suppliers.
This is because the suppliers are large firms that meet with its requirements. However, it
is effective on other domains to the high level involvement practice of engaging the
suppliers in product design and development. This is contrary to the complains of
suppliers exposed by Krause et al. (1999) stating that buying firms are generally not

effective in their SD efforts and relations with them.
Misguided SD objectives

The buying firm Sorensens AB says it is quite aware and well oriented in what it is doing
with its suppliers to succeed in its business and to have a strong relationship with these
suppliers. Thus, it cannot be said that there is any misguidance in the SD or relational
objectives even though it could not give clear cut objectives for the relations. The
probable explanation for this is that either there are no clear objectives (Lascelles and
Dale, 1990), the respondent is not aware of them or Sérensens AB is being protective of

company secrets and strong lines of action.
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Buyer’s Reluctance to Supplier Development

Sorensens AB is not reluctant to any of these relations with these three main suppliers
given that it has stated its commitment to them thus this is not a barrier in any of the
dyads. Consequently, it is open and collaborative with the suppliers as seen by the
feedbacks it gives them, the free and frequent communication, the meetings for
evaluation to enhance performance and even the cooperation in product design. This is
in opposition to what is in the theory that talks of the buyer’s unwillingness to SD
because it considers a supplier as not being important for SD (Handfield et al., 2000),
lack of compatible strategic objectives (Humphreys et al., 2011) or even lack of

immediate returns (Talluri et al., 2010).

5.2.3.3.  Buyer — Supplier Interface Barriers

The views in this section of this analysis in the cross case situation are dyadic i.e. they
are a combination of the views of both the buying firm and the supplier together that

lead to the conclusion on each of the parameters here.
Lack of trust

Both Sorensens AB and each of its suppliers across the three dyads are unanimous that
there is no lack of trust in each dyad so this is not a barrier to SD in the three dyads.
Each of the firms in a dyad claims aloud its trust on the other firm because each says the
other is either loyal, truthful, trustworthy, committed, effective or a serious partner. The
trust is the foundation of their long relationships but they add that it is also highly driven
by their personal friendship with each other. As stated in the literature review, the lack
of trust is a big challenge in SD efforts (Handfield et al., 2000 because the extent of
information sharing depends on trust (Terpend et al. 2008) and trust enhances
commitment, communication, knowledge sharing and transfer (Nagati and Rebolledo,
2013) which lead to success in SD.

Poor alignment of organizational cultures

All the firms in all the dyads state that there is no poor alignment of cultures between
Sorensens AB and each supplier firm because they understand each other’s problems,

needs and capabilities. Thus, this is not a barrier in this study. Once more, they say that
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his alignment in cultures that brings understanding between then is highly influenced by
the personal friendship between the purchasing person in Sérensens AB and the sales
person in each supplier firm. Since poor alignment of cultures arises from changes in
one firm (Handfield et al. 2000), the suppliers feel disturbed about the future of the
relationships if the present purchasing person for Sérensens AB, Sjostrand, with whom
they have close, friendly and collaborative ties is no longer there as he may be going

soon on retirement.
Insufficient inducements to supplier

The suppliers in the dyads accept that there are no incentives from Sérensens AB to show
recognition and to motivate them for their efforts and collaboration in solving the needs
of the latter as supported by (Wagner 2010, Krause et al., 2000; De Toni and
Nassimbeni, 2000). It does not also tell them of its satisfaction and they think that this
can be discouraging (Handfield et al. 2000) but as Bemis AB rationalizes, Sérensens AB
is busy with its production and might not have the time to be sending praises for their

efforts. However, he also adds jokingly that I can tell them to do so.

This could be hidden interest in the incentives because it is reassuring and gratifying to
receive such incentives for work well done. On its part, Sorensens AB says that it
supports the relationship and continues to buy for them, which it considers as some form
of incentive but has accepted that it has not given any promises of future business or

long-term contracts, which could be a good inducement to the SD relationship.
Poor communication and feedback

The firms in these three dyads are clear that poor communication cannot be regarded as
a barrier in the respective dyads because their communication is open, frequent, and
timely for orders, complains, feedback and in solving any problem. The communication
methods are mostly by phone and e-mails with a few site visits and evaluation meetings
per year. Though poor communication and feedback defeats SD and hinders the
improvement of supplier performance (Humphreys et al., 2011; Lawrence, 2004), the
communication in these case dyads can be considered acceptable and void of ambiguity
thereby ensuring effectiveness and efficiency (Hoegl and Wagner, 2005 cited in Ghijsen
etal., 2010).
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Despite the fact that Soérensens AB freely expresses any complain it has about the
products, and they all avoid information overload, which is also a barrier (Ghijsen et al.,
2010), they do not communicate on some dissatisfactions (Lascelles and Dale, 1990)
that may seem minor in nature. This could be bad for the smooth functioning of the
relationships e.g. Sorensens AB is dissatisfied that the suppliers do not ask if it is
satisfied while the suppliers would have been pleased with some incentives or simple

appreciation of their efforts to satisfy the former.
Power issues

There are no power issues in all the dyads. All the firms concerned say meetings and
negotiations are equitable, friendly, understandable and reasonable. Though they discuss
on the prices especially in the case of Formidabel AB for spices, Sérensens AB is not
domineering (Krause et al., 1999). Eventually, they come to a reasonable agreement,
and the purchasing power of Sérensens AB is good enough to contribute in enabling
these suppliers develop and improve the quality of their products on their own
(Lascelles and Dale, 1990).

Lack of profitability

Across the three dyads, the firms do not think that there is lack of profitability in their
relations and explains why they have been together for long periods and continue in the
relationships or SD. Their benefits in the relationships can be classified mostly as
tangible and intangible (Hartley and Choi, 1996) or as direct and indirect (Wagner,
2010) in form of products, finance from sales of products and tacit knowledge. It can
also be short-term or long-term (Krause and Ellram, 1997b) but these suppliers are not
certain of the long-term benefits as they only hope to continue with Sérensens AB in the
long-term based on their present loyalty and high performance since there are no long-

term contracts.

Risk of losses

With respect to the risk of losses, there are differences in all the dyads between
Sorensens AB and its three main suppliers. From the research, S6rensens AB has not
invested assets in the suppliers so has no fears of losses or a lock-in situation that can

make it vulnerable to economic losses (Wathne and Heide, 2000 cited in Hernandez-
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Espallardo, 2010) if any relationship breaks down. Nevertheless, this lack of investment
in the suppliers cannot help it to reduce its transaction costs and uncertainties for

manufacturing inputs in the long-term.

On their part, the suppliers have invested in their firms so in a separation with Sérensens
AB, they will suffer lost sales and profit as well as market share of customers though
they will still use their assets to satisfy other customer. This is therefore the reverse of
the literature review, as the suppliers seem to be in a lock-in situation but with an
opening that they can continue to use their assets.

No enquiries on satisfaction of buyer by supplier (lack of discussions on satisfaction)

Both Sérensens AB and its suppliers show by their responses that this is a potential barrier in
their relationship. Sérensens AB complains that all the suppliers do not enquire or ask if it
is satisfied with the products while the suppliers simply respond that they know the
former is satisfied or can feel that it is satisfied when they meet. This researcher thinks
that this is barrier to the relationship. While the conflicting thoughts about each other
can be regarded as supplier’s complacency, the act of not expressly verifying if the

buyer is satisfied can be a barrier that will discourage the buyer from its SD intensions.

On the other hand, the suppliers state that Sorensens AB never expresses its satisfaction
to them so both sides operate on “silence means all is well” and by implication
satisfaction given that Sorensens AB telephones them to complain of any problem with the
products. This is similar to “no news is good news” (Lascelles and Dale, 1990). | first
identified this as a barrier from the buyer Sérensens AB so | called it “No enquiries on
satisfaction of buyer by supplier” but with this comparison just done, it can preferably
be called “lack of discussions on satisfaction” and should be a buyer-supplier interface

barrier.

Insufficient (few) mutual site visits

This is a complain first put forward by the buyer, Sérensens AB, that Bemis AB does
not visit enough. The former feels that face-to-face discussions can solve serious
problems better than using the phone. During the research, Bemis AB also states that

Sorensens AB does not visit it and that all the meetings they both have take place at the
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latter. These opposing views on visits lead me to think that this can be a barrier though it
could simply be seen as part of the SD practice called “site visits”.
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6. Conclusion

T his section of this research gives the responses that address the three research
questions in chapter one as well as tries to elucidate the purpose of this work.
Thus, this conclusion focuses on the practices in SD, its success factors and barriers
with respect to the dyads under investigation. An attempt at the possible implications

will be highlighted in this conclusion.

6.1. Fulfilling the Purpose of this research

After analysing the collected data, this section summarises the results by giving
responses to the research questions in order to fulfil the purpose of the research, which
is to identify, exemplify and explain the practices, success factors and barriers to SD.
The exemplification and explanations have been done in the analysis so this part will
concentrate on identifying the parameters for the practices, success factors and barriers

to SD in each case dyad.

6.1.1. Identification of the Practices in Supplier Development in the Buyer-

Supplier Dyads in this research (RQ 1)

The table below gives the SD practices executed in each of the three dyads in this
research. This is after the elimination of those practices found in the theory but not
carried out in any of the dyads. The ticks correspond to those SD practices that are

performed while the cross is for those that are not performed in given dyad.
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Table 6.1: Supplier Development Practices effectively exercised in the three case dyads

First Second Third
SD Practices Dyad Dyad Dyad
Low involvement Practices (L)
Competitive pressure 4 v v
Supplier evaluation v v v
Buying from a few suppliers per item v v X
Raising performance expectations v v v
Communication and feedback 4 v 4
Recognition X 4 X
Site visits (supplier to buyer only) 4 v 4
Technical assistance in improving suppliers’ parts v v v
and materials (reversed)
Expectation of supplier certification v v v

High involvement Practices (H)

Supplier involvement in buyer’s new product v v v
design and development

Site visit with first tier suppliers X 4 X

Source: Own creation

From the table, it can be seen that in general, 10 SD practices are performed in the
researched dyads out of the 17 practices that were stated in the literature review. An
additional practice has been identified during this in the second dyad. Following the
stepwise model, it is observed that 5 practices of low involvement are executed, 4 of
moderate involvement and 1 practice of high involvement. | think the newly identified
practice should be placed under high involvement because opening up to first tier
supplier who in this situation are third parties to the main relationship is of a high level.
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The results show that 9 practices are performed in the first dyad while 8 are performed
in the third dyad. In the second dyad, 11 practices are performed one of which is the
newly identified practice. It can also be observed that all the low involvement practices
(5 in number) are performed while 4 moderate involvement practices also take place and
lastly 1 high involvement practice. From this statistics, it is obvious that the in general,
the three dyad are still operating at the moderate involvement level.

An interesting aspect is to note that in all the dyads, all the low involvement level
practices are performed which is proof that they formed the foundation of any SD
relationship though one can argue that it is because they are easy to perform or to meet
up with them. Given the number of practices performed in the first, second and third
dyads are about the same (9, 10 and 8 respectively), it could be said that on the average
they are of the same intensity. In fact, 8 of the 10 identified practices are performed in
all the three dyad which shows that the way Sérensens AB relates to all these three main

suppliers is identical. It is also proof of its consistency in doing business.

6.1.2. ldentification of the Success Factors in Supplier Development in the

Buyer-Supplier dyads in this research (RQ 2)

The table below also gives the success factors in SD that effectively govern the success
of the relationship between Stérensens AB and it suppliers after eliminating those that do
not help the dyadic relationships but were identified in the literature. As for the
practices, the ticks correspond to those SD success factors that are performed while the

cross is for those that are not performed in a given dyad.
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Table 6.2: SD Success Factors effectively exercised in the three case dyads

Success Factors of SD First Second Third Dyad
Dyad Dyad

Supplier — Specific Success Factors
Su_ppll_er’s expectations in its strategic v v X
objectives
Conformity of supplier’s capabilities 4 4 v
Supplier commitment v v 4
Supplier-specific adaptations 4 4 v
Buyer — Specific Success Factors
Top management support v 4 v
Power influence strategy in SD v 4 v
Buyer commitment v v 4
Buyer—Supplier Interface Success

. v v v
Factors (involves both)
Knowledge sharing and transfer (tacit) v X v
Trust v v v
Communication methods and effective v v v
communication
Long-term commitment No/Yes No/Yes No/Yes
Personal friendship v 4 v

Source: Own creation

From the theory, 12 SD success factors were stated. The table above shows that 10 of
them effectively influence the dyads in this study. All the success factors are valid for
the first dyad while 11 are functional in the second and third dyads. Knowledge is
tacitly shared and transferred in the first and third dyads but Caneb AB in the second
dyad says that its products are simple and do not necessitate any sharing of knowledge.
In the third dyad, the respondent is not sure of the strategic objectives. The fact many

success factors are functional in the three dyads shows that the relationships are firm
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and explains why they have been going for many years. However, the firms in each
dyad are divided on long-term commitment. Since Stérensens AB has not engaged itself
in any long-term contract with its suppliers, one cannot say that it is committed for the
long-term but all the suppliers indicated their commitment for the long-term with the

buyer.

This researcher also identified that personal friendship is a recurrent statement from all
the firms so | deem it to be a success factor to be given some considerations.

6.1.3. Identification of the Barriers to Supplier Development in the Buyer-
Supplier dyads in this research (RQ 3)

The table below also gives the barriers to SD that effectively hinder the success of the
relationship between Soérensens AB and it suppliers after eliminating those that do not
disturb the dyadic relationships but were identified in the literature. Once again the ticks
correspond to those SD barriers that are present while the cross is for those that are not a

problem in a given dyad.

Table 6.3: Barriers to SD effectively identified in the three case dyads

Barriers to SD

Supplier — Specific Barriers

Supplier’s complacency (N0 news is good news) v v v

Tied down capital in stock on behalf of buyer 4 X X

New competitor with quality products at lower
prices v X X

Buyer — Supplier Interface Barriers

Insufficient inducements to supplier v v v
Risk of losses No/Yes No/Yes No/Yes
No enquiries on satisfaction of buyer by supplier 4 4 v
Insufficient (few) mutual site visits 4 X X

Source: Own creation
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From the table , one supplier — specific barrier and one buyer-supplier specific barrier
hinder the three dyads. As to the risk of losses, it basically concerns the suppliers
because the buyer has not invested assets in any of the suppliers. This researcher also
identified 4 potential barriers as indicated on the table in bold print. “Tied down capital in
stock on behalf of buyer”, “New competitor with quality products at lower prices” and
Insufficient (few) mutual site visits were raised in the first dyad. No enquiries on satisfaction of
buyer by supplier is a possible barrier that affects all the dyads based on the complains of the the
buyer.

6.2. Limitations to the research

The main limitation was that of language. The respondents had difficulties to find the
equivalent words in English that could very well transmit the depth of the ideas they

wished to tell. Consequently, we struggled to understand each other.

Equally important is the fact that the respondents always want to round off fast with the
interviews because they say duty is always calling on them. This tends to precipitate the

interviews a little.

6.3. Further research

v' With the maturity of supplying firms, they seem to be well equipped for the
buyer such that Knowledge transfer and technical assistance seem to occur from
the suppliers to the buyer. This is may be due to over outsourcing in the last two
decades. Consequently, it should be interesting to verify if some trends in SD are
gradually being reversed or to determine if SD is getting out of use because of
the large size of potential suppliers in the food industry.

v To fully draw a better conclusion on the idea above, it is good to also extend the
research across various industries in separate researches that will give the

possibility to identify any differences across the industries.
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Appendix 1

Interview questions for the buying firm:

b)

d)

Ask the permission to record the interview from the respondent
(Make sure that the voice recording will only be used for this
research and not otherwise)

Start the interview with a self-presentation (Name, university,
program, level, research topic).

Create a relaxed atmosphere

Present the general overview of the interview (the various sections,
dyadic perspective of the research, purpose etc...)

Ask the respondent position and period of work experience in the
company

SD Practices

Apart from placing orders and receiving goods, do you have more collaboration
with this supplier? (determination of SD)

When did you start to deal with this supplier?

Why did you start the SD efforts? (strategic, ad hoc or reactive approach)
Apart from simply receiving supplies, what activities have you been doing
together with this supplier over time?

What practices do you have now in your SD efforts with this supplier? (Check
mark in table and obtain possible explanation of the functioning to understand

the level of involvement).

SD Practices

Example of practices

Buying from alternative suppliers to provide
competition for current suppliers (Competitive Bidding, short-term contract

pressure)

Evaluation of supplier Quality standards, delivery time, number of received defected
products, precision of delivered quantity, random testing of delivered

performance (Supplier evaluation) products

Buying from a limited number of suppliers per

How many other suppliers supply the same product
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purchased item

Raising performance expectations
Communication and feedback
Knowledge Transfer

Recognition

Promises of increased current and/or future
business if supplier performance improves
(Suppler incentives)

Site visit
Long-term contract

Technical assistance in improving suppliers’ parts
and materials

Expectation of Supplier’s certification
Intensive information sharing

Training and education of a supplier’s personnel

Exchange of personnel between the two firms

Supplier involvement in the buyer’s new product
design and development

Direct investment in a supplier by the buying
firm

No defect delivery, short lead times, frequent deliveries, cost
reduction

Communication methods, frequency of communication, feedback
meetings return inwards, sending feedback of evaluation

Learning seminars, working together, on-site consultation, inviting
supplier’s personnel

Company news letter, business dinners, supplier council meeting,
banquets

Priority for future business, higher order volumes, promise for
extended contract, recommendations

Inspection

5 years, 10 years or open contracts etc...

Visiting engineers

Certification by buyer, certifying organization,

POS, EDI, accounting and financial data, cost quality levels
information, technical and procedural information exchange

Organized training sessions

On-site verifier or collocation of staff

Product design evaluation meetings

Purchase of required machines, improving machines, specialized
training of suppliers personnel

f) What do you no longer do together and why?

2- SD Success Factors

2-1- Buyer-specific Success Factors

a) Are you satisfied with the performance of this supplier through the SD efforts?
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b) What are your long-term strategic goals with respect to the SD efforts?
b-1) What are your plans (strategy) to develop supplier’s future capabilities

in technology, product development and other aspects?

¢) What is top management doing to support the SD efforts? (willingness, allocate
resources, aware of benefits, give encouragement)

d) Do you influence the supplier to follow the SD efforts? (information exchange,
recommendations, request, promises, threat, legal)

e) How committed are you to the SD efforts or what demonstrates your
commitment to the SD efforts? (Investment, relationship development, long-term
contracts).

2-2- Suppler-specific Success Factors

a) Do you think that this supplier’s expectation for future improvement and growth
is served by the SD efforts?

b) What does this supplier do to conform to your requirements? (What do you do to
adjust your supplier’s capabilities to solve your needs?)

c) Is this supplier committed to your SD efforts and how does it show this
commitment? (loyalty, longevity relationship, cooperation)

d) Have you invested in this supplier to make it adapted to your needs (in

knowledge, structure or process e.g. special machine, new technology or EDI)

2-3- Buyer-supplier Interface Success Factors

a) Do you share and transfer knowledge with this supplier? (training, on-site
technical assistance, inviting supplier’s personnel)
a-1) What kind of knowledge do you transfer
e Explicit knowledge (operation manuals, written
instructions)
e Tacit knowledge (knowhow, personal experience)
a-2) How helpful is this to the supplier and to you?
a-3) How has the knowledge sharing and transfer improved the
performance and capabilities of this supplier?

b) Do you trust this supplier? In addition, do you think this supplier trust you?
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b-1) How is this trust demonstrated between you and your supplier?
(Information sharing intensity, loyalty, truthfulness, joint action)
What communication methods are used to ensure on-time, accurate and
appropriate data? (1- telephone, fax, e-mail, written and face-to-face discussions,
2- computer to computer, EDI and ERP)
c-1) Is the communication to-and-fro? Moreover, how is it? (Ample,
open, concise, timely, accurate, frequent, complete and credible)
Do you think both partners have a long-term commitment to the SD efforts?

d-1) How is this manifested? (Realignment of goals and objectives).

Barriers

3-1- Buyer-specific Barriers

a)

b)

d)

e)
f)

Why does top management not support the SD efforts (if the answer of question
2-1-C is negative- lack of willingness- lack of awareness of benefits- lack of
encouragement)
Do you demonstrate your expectations of quality? In addition, are you consistent
in improving quality to this supplier for your credibility? (frequently changing
schedule and switching suppliers per purchasing, poor purchasing - influence
buyer credibility)
How dependent are you on this supplier in terms of purchased volume?
c-1) Do you pay less attention to some suppliers in your SD efforts and
why? (The size matter in your SD efforts)
Do you think you are quite effective through this SD efforts for this supplier to
enable it grow and be profitable?
Do you think your SD objectives are clear to this supplier?
What aspect of the SD efforts do you think are not worth investing much
concern in and why? (reasons — small quantity purchases, not important
supplier, non-compatible strategic objectives of supplier with the buying firm,

lack of immediate return).

3-2- Supplier-specific Barriers

a)

Why do you think this supplier not committed to your SD efforts? (if the answer
of question 2-2-C is negative- lack of loyalty, resource investment, patience &

attention to quality- reaction to feedback - failure in training sessions)
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Do you think your supplier is less equipped for the success of your SD efforts?
(engineering resources, equipment, information systems and employee skills)
Does this supplier find out if you are satisfied or not? (ask for buyer’s
satisfaction from the buyer)

What aspect of the SD efforts do you think this supplier is not willing to engage
in and why? (reasons - lack of freedom, lack of tangible evidence for support

from the buyer)

3-3- Buyer-supplier Interface Barriers

a)

b)

d)

f)

9)

h)

Why is there no trust between both firms? (if the answer of questions 2-3-b is
negative- fear of competitors acknowledgement in the SC and using the
information exchanged opportunistically, arm's length relationships and
ineffective purchasing strategies)
Are there any changes in your firm or in this supplier that have negatively
affected the SD efforts? (new supplier entrance, shift in geographical location
and expectation changes)
Do you encourage this supplier and is it aware of the encouragement to induce it
for a better performance? (incentives)
Do you clearly and openly communicate your dissatisfaction and satisfaction
with this supplier? In addition, do you also get clear and open feedback?
d-1) Do you feel this supplier is deficient in understanding your shared
information?
d-2) Do you think the size of this supplier influences the volume of the
communication?
Do you usually have balanced negotiations with your buyer? If not, why?

Are you purchasing a large volume of products from this supplier? If yes, what
are the effects of your purchases on the growth of this supplier in your SD
efforts?

Do you think the acceptance of SD efforts in this supplier is profitable for both
of you?

Do you face any risk of losses in the SD efforts with this supplier?
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Appendix 2

Interview questions for the Supplying firms:

b)

d)

Ask the permission to record the interview from the respondent
(Make sure that the voice recording will only be used for this
research and not otherwise).

Start the interview with a self-presentation (Name, university,
program, level, research topic).

Create a relaxed atmosphere.

Present the general overview of the interview (the various sections,
dyadic perspective of the research, purpose etc...).

Ask the respondent position and period of work experience in the
company.

SD Practices

Apart from receiving orders and delivering goods, do you have more
collaboration with this buyer? (determination of SD).

When did you start to deal with this buyer?

Why did you accept this buyer’s SD initiative?

Apart from simply delivering supplies what activities, have you been doing
together with your buyer over time?

What SD practices do you have now with your buyer? (Check mark in table and
obtain possible explanation of the functioning to understand the level of

involvement).

SD Practices

Example of practices

Buying from

alternative suppliers to provide

competition for current suppliers (Competitive Bidding, short-term contract

pressure)

Evaluation of supplier

performance (Supplier evaluation) products

Buying from a limited number of suppliers per
purchased item

Raising performance expectations

How many other suppliers supply the same product

reduction
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Communication methods, frequency of communication, feedback
meetings return inwards, sending feedback of evaluation

Learning seminars, working together, on-site consultation, inviting
supplier’s personnel

Company news letter, business dinners, supplier council meeting,
banquets

Promises of increased current and/or future

business if supplier performance improves

Priority for future business, higher order volumes, promise for
extended contract, recommendations

(Suppler incentives)

Site visit Inspection

Long-term contract 5 years, 10 years or open contracts etc...

Technical assistance in improving suppliers’ parts
and materials

Visiting engineers

Expectation of Supplier’s certification Certification by buyer, certifying organization,

Intensive information sharing

POS, EDI, accounting and financial data, cost quality levels
information, technical and procedural information exchange

Training and education of a supplier’s personnel  Organized training sessions

Exchange of personnel between the two firms On-site verifier or collocation of staff

Supplier involvement in the buyer’s new product
design and development

Product design evaluation meetings

Direct investment in a supplier by the buying Ppurchase of required machines, improving machines, specialized

firm

training of suppliers personnel

f) What do you no longer do together? And why?

2- SD Success Factors

2-1- Buyer-specific Success Factors

a) Are you satisfied with the involvement of this buyer through the SD program?
b) Do you think your buyer has long-term plans (strategic goals) with respect to
these SD efforts?
b-1) What do you think about your buyer’s plans (strategy) to develop your

future capabilities in technology, product development and other aspects?
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c) Do you think your buyer’s top management supports the SD efforts with your
company? (willingness, allocate resources, aware of benefits, give
encouragement)

d) Are you influenced by your buyer to follow the SD efforts? (information
exchange, recommendation, request, promises, threats, legal i.e. respect of
contracts)

e) How committed is your buyer to the SD efforts or what demonstrates your
buyer’s commitment level to the SD efforts? (investment, relationship
development, long-term contracts)

2-2- Suppler-specific Success Factors

a) Before you met this buyer, did you have any plans (strategic objectives) to
improve your performance and capabilities through collaboration with a buyer?
(strategic approach)

a-1) Are your expectations for future improvement and growth, served by the

SD efforts? (Strategic or nonstrategic)

b) Do you align your capabilities to your buyer’s requirements? (What do you do to
solve your buyer’s needs?)

¢) How committed are you to the SD efforts or what demonstrates your
commitment level to the SD efforts? (loyalty, longevity relationship,
cooperation)

d) Has your buyer invested in your firm to make it adapted to its needs (in
knowledge, structure or process e.g. special machine, new technology or EDI,
SAP-ERP)

2-3- Buyer-supplier Interface Success Factors

a) Do you share and transfer knowledge with your buyer?
a-1) What kind of knowledge do you transfer?
e Explicit knowledge (operation manuals, written
instructions)
e Tacit knowledge (knowhow, personal experience)

a-2) How helpful is this to your buyer and to you?
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a-3) How has the knowledge sharing and transfer improved your
performance and capabilities?
Do you trust your buyer? In addition, do you think your buyer trust you?
b-1) How is this trust demonstrated between you and your buyer?
(Information sharing intensity, loyalty, truthfulness, joint action)
What communication methods are used to ensure on-time, accurate and
appropriate data? (1- telephone, fax, e-mail, written and face-to-face discussions,
2- computer to computer, EDI and ERP)
c-1) Is the communication to-and- fro? (Ample, open, concise, timely,
accurate, frequent, complete and credible)
Do you think both partners have a long-term commitment to this SD efforts??

d-1) How is this manifested? (Realignment of goals and objectives)

SD Barriers

3-1- Buyer-specific Barriers

a)

b)

d)

f)

Why do you think your buyer’s top management does not support these SD
efforts? (if the answer of question 2-1-c is negative- lack of willingness-
difficulties in resources - lack of awareness of benefits- lack of encouragement)
Does your buyer express its expectations of quality? Do you think your buyer is
consistent in improving quality in your firm for its credibility? Do you receive
complains of non-conforming products form your buyer? (frequently changing
schedule and switching suppliers per purchase, poor purchasing - influence
buyer credibility)
How dependent are you on your buyer in terms of sales volume?
c-1) Do you think your buyer pays less attention to your firm in the SD
efforts and why? (Does the size matter in the SD efforts)
Do you think your buyer is effective in the SD efforts for your growth and
profitability?
Do you think your buyer’s SD objectives are clear to you?
What aspect of this SD do you think your buyer is not willing to engage in and
why? (reasons — small quantity purchases, not important supplier, non-
compatible strategic objectives of supplier with the buying firm, lack of

immediate return)

194



Linnaeus University

School of Business and Economics
3-2- Supplier-specific Barriers

a) Why is your firm not committed to these SD efforts (if the answer of question 2-
2-C is negative- lack of loyalty, longevity, cooperation, resource investment,
patience & attention to quality- reaction to feedback - failure in training
sessions)

b) Do you think you are less equipped for the success of this SD efforts
(engineering resources, equipment, information systems and employee skills)

c) Do you find out if your buyer is satisfied or not? (ask for buyer’s satisfaction
from the supplier)

d) What aspect of this SD are you not willing to engage in and why? (reasons - lack
of freedom, lack of tangible evidence for support from the buyer)

3-3- Buyer-supplier Interface Barriers

a) Why is there no trust between both firms? (if the answer of questions 2-3-b is
negative- fear of competitors acknowledgement in the SC and using the
information exchanged opportunistically, arm's length relationships and
ineffective purchasing strategies)

b) Are there any changes in your firm or your buyer that have negatively affected
the SD efforts? (new supplier entrance, shift in geographical location and
expectation changes)

c) Do you receive any encouragement from your buyer to induce you for a better
performance? (incentives)

d) Do you clearly and openly communicate your dissatisfaction and satisfaction
with your buyer? Do you also get clear and open feedback?

d-1) Do you have difficulties in understanding your buyer’s shared
information?

d-2) Do you think the size of your firm influences the volume of the
communication with your buyer?

e) Do you usually have balanced negotiations with your buyer? If not, why?

f) Are you selling a large volume of products to your buyer? (If it is yes, what are
the effects of your sales volume on the growth of your firm in this SD effort?)

g) Do you think the acceptance of SD efforts is profitable for both of you?

h) Do you face any risk of losses in this SD program with your buyer?

195



