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1 INTRODUCTION

1.1 Value creation in business relationships

Global resources play an important role in today’s world where the supply
of products, services, and competences is multi-institutional (Prahalad &
Krishnan 2008). It is not necessary to own all the requisite resources, but it
is essential to find the best resources from the global base. Value is created
in networks of organizations. Due to this development the significance of
purchasing has increased and it has become more and more versatile and
complex. The proportion of purchased goods and services in manufacturing
companies is increasing and this has created a business environment where
purchasing has to be managed as an integrated part of strategic business
management. The ability to manage a wide supply network effectively is
required for better value creation and to support good long-run business
performance. Through effective supply management companies can ensure
that they will find superior suppliers to work with and that they will be able
to develop a competitive and sustainable business relationship with their
suppliers. (Kraljic 1983; Ellram & Carr 1994; van Weele & Rozemeijer 1996;
Ellram et al. 2002; van Weele 2010)

The importance of successful long-term relationships in business-to-
business markets has been widely recognized and accepted. It is generally
agreed that a good long-term relationship is a great resource for developing
the sustainable competitive advantage of the organization (Jarillo 1988;
Hékansson & Ford 2002; Gadde et al. 2003; Liker & Choi 2004; Powers &
Reagan 2007; Cordon & Vollman 2008).

Business relationships affect the nature and the outcome of companies’
actions and are a potential source of efficiency and effectiveness for both
partners (Gadde et al. 2003). Good business relationships can provide bet-
ter products and services more cost-efficiently and with shorter delivery
times. It is also a fact that no company can survive alone today. Learning
through relationships is crucial in the battle for the future (Kale & Singh
2007; Moller & Halinen 1999). To add the supply management point of
view, Carr and Pearson (1999) found that a strategic purchasing function is
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essential to the success of the firm and that strategically managed long-
term relationships with selected key suppliers can lead to the improved fi-
nancial performance of the firm.

The ultimate reason for two companies to engage in a business relation-
ship is to work together in order to create value for both of them (Walter et
al. 2001). Walter et al. (2001) examined value creation in buyer-seller rela-
tionships from the supplier’s perspective and found that both direct and in-
direct functions of customer relationships contribute to supplier percep-
tions of value. Direct value creators are the functions of volume, profit and
safeguard, and the indirect value creators are the functions of innovation,
market, scout and access.

Ulaga (2003) studied value creation in business relationships from a cus-
tomer perspective. He found eight main value drivers in manufacturer-
supplier relationships: product quality, delivery, time-to-market, price, ser-
vice support, supplier know-how, personal interaction and process cost. If
the buying company personnel understand the drivers for value creation in
business relationships in general, it is easier for them to assess how a sup-
plier adds value in a specific relationship. Existing relationships can be pro-
filed based on the eight drivers and used as benchmarks for relationships
with alternative suppliers. Value creation in business relationships has been
further discussed in relation to e.g. competencies and capabilities, switch-
ing costs, and the relationship life cycle (Moller & Torronen 2003; Liu et al.
2005; Eggert et al. 2006; Moller 2006; Wagner et al. 2010).

Social exchange theory opens up another perspective on value creation in
business relationships. According to the social exchange theory both parties
put effort into the relationship in order to create value, if they perceive the
other party as attractive (Mortensen et al. 2008; Hald et al. 2009; Harris et
al. 2003; Blau 1986; Homans 1958). Additional value can be created
through relational effort by the supplier as a result of this attractiveness.
The present research is based on social exchange theory, with special focus
on supplier relational effort as a voluntary action in value creation in the

business relationship. Supplier relational effort is defined as follows:

D1: Supplier relational effort is effort that is dedicated to a specific
buyer with a view to creating value and it is not contractually de-
termined.

Although buyer-supplier relationships have also been increasingly studied
from the social exchange theory perspective (Narasimhan et al. 2009; C.
Zhang et al. 2009; Griffith et al. 2006; Kingshott 2006; Kern & Willcocks
2000), the actual content of supplier relational effort and the underlying
mechanism and the factors affecting it have not been researched. Under-
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standing of how supplier relational effort affects value creation in a busi-

ness relationship is also limited.

1.2 Research objectives and questions

Value creation in business relationships and the role of supplier relational
effort in this process is the focus of this research. The research objective is
to better understand value creation mechanisms in business relationships.
The role of supplier relational effort is important for value creation in a
business relationship. Consequently, by identifying the different types of
effort and the mechanism behind these in the buyer-supplier relationship
we will be better equipped to create additional value together with our
business partner. The outcome of this research will provide new under-
standing and knowledge for enhancing the buyer-supplier relationship.
Although buyer-supplier relationships have recently also been studied from
the social exchange point of view, no research so far has been published on
the actual content of supplier relational effort or the mechanism behind it.
Yet supplier relational effort is in a key position when considering exchange
in a business relationship. To fill this research gap supplier relational effort
is studied in depth in this dissertation. Three research questions were for-
mulated on the basis of the gap identified in the literature.

First, there is the need to identify supplier relational effort on different
levels of activities. In buyer-supplier relationships, interaction occurs on
different levels and in different areas between companies, e.g. in research
and development, in logistics and in production. This interaction is partially
controlled by contracts, but suppliers also put different amounts of rela-
tional effort and resources into different relationships. The first research
question concentrates on identifying the different types of relational effort
made by suppliers in business relationships by exploring strategic buyer-
supplier relationships in the electronics industry. The first research ques-
tion is

1. What kind of relational effort does the supplier make that creates
value for the buyer?

Identifying such supplier relational effort is one thing while understanding
the mechanism behind it is another thing altogether. With the second re-
search question the mechanism is studied and the factors affecting supplier
relational effort are explored. The second research question is

2. Why does the supplier make this relational effort?
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It has been stated that the ultimate purpose for companies to engage in
business relationships is to create value by working together (Walter et al.
2001). In an existing business relationship, does supplier relational effort
necessarily lead to additional value creation? The third research question

explores this question further. The third research question is

3. What is the impact of supplier relational effort?

The unit of analysis is the buyer-supplier dyad. The aim is to develop sub-
stantive theory in this field based on the empirical findings and the existing
formal theory.



2 LITERATURE REVIEW

Although behaviour and decisions in business relationships are clearly driv-
en by economic actions, they are strongly embedded in social relations
(Granovetter 1985). Business relationship management can be reviewed
through transaction cost economics (TCE) as well as through social ex-
change theory (SET). The main goal of building the right set of strategic
business relationships can be reached if a firm is able to retain activities
where it has a comparative advantage and move other activities out to the
most efficient suppliers, thereby lowering transaction costs (Jarillo 1988).
Transaction cost economics (TCE) explain the structure of a firm and the
extent to which it is integrated vertically (Williamson 1998). TCE assumes
that firms aim at maximizing profits, which also involves the minimization
of costs. Williamson (1998) argues that firms minimize their total costs, i.e.
costs comprising both production and transaction costs. Under some cir-
cumstances transaction costs may be lower if the transaction takes place in
an open market, while in other circumstances transaction costs will be low-
er if managers coordinate the transaction. TCE has been applied in the field
of purchasing and supply chain management, e.g. to explain outsourcing
and contracting issues (Williamson 2008).

Table 1 summarizes and compares some of the key elements of both TCE
and SET (Kingshott 2006). In SET the focus is more on building relation-
ships than on minimizing transaction costs, as it is in TCE. The conceptual
origin of SET is in sociology while TCE draws on economics. Another essen-
tial difference between SET and TCE is the governance mechanism, which
is based on trust in the SET view and on legal contracts in the TCE view.
Supplier relational effort is not based on, nor can be explained by, legal con-
tracts. It is not based on a purely economic view either. It is assumed that
SET will better be able to explain the phenomenon of supplier relational
effort due to the fact that it explains relationship building by other than
contractual mechanisms. SET will be discussed more in detail in the next

section.



2 LITERATURE REVIEW

Table 1. Relationship management from different perspectives

Relational dimen-

Social exchange the-

Transaction cost

sion ory economics
Managerial philosophy Build relationship Minimize transaction
and focus Focus on inputs costs
Safeguard assets
Conceptual origins Sociology Economics
Underlying assumptions | Moral obligations be- Bounded rationality

tween actors

Inherent reciprocity
Interdependence through
socialization

Individuals act opportun-
istically

Need for uncertainty re-
duction

Risk neutrality
Governance Trust Contractual/legal
Mechanisms Relational norms Hierarchical
Bilateral inputs required
Managerial benefits/ Greater flexibility More partner control
burdens Interactive and adaptive Greater internalized cer-
Higher efficiency tainty

Relational specifications
in advance

(Adapted from Kingshott 2006)

This literature review is in three parts and discusses 1) social exchange the-
ory (SET), 2) value creation in business relationships, and 3) SET applied to

buyer-supplier relationships.

2.1 Social exchange theory

The behaviour and decisions in buyer-supplier relationships are driven by
economic actions but they are also strongly embedded in social relations
(Granovetter 1985). Transaction cost economics focuses more on explaining
the economic drivers in behaviour while social exchange theory focuses on
social relations. SET is discussed here in order to consider this theoretical
framework as a landscape in which the phenomenon of supplier relational

effort can be included.

2.1.1 Social exchange and rational choice

Social theory identifies and explains the behaviour of social systems. In
order to understand social systems, the actions and interactions of actors
like people and organizations are observed. There are two kinds of things to

be noted: things we observe, meaning, how actors behave, and things we
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explain, meaning, how the interdependent behaviour of actors produces
system behaviour. Social behaviour is an exchange of goods, both material
goods and non-material goods, such as feelings and symbols of approval
and prestige (Blau 1986; Homans 1958; Heath 1976; Calhoun et al. 2007;
Homans 1992; Cook & Emerson 1987; Chadwick-Jones 1976). Consequent-
ly, the individual actors in a buyer-supplier relationship are observed and,
based on their behaviour, the system behaviour in the buyer-supplier rela-
tionship can be explained.

The social exchange theory focuses on identifying the effects of interde-
pendent actions on social system behaviour. It starts from the simple social
process between individuals out of which more complex social processes are
formed (Blau 1986). The basic rationality assumption is that people are
purposive actors who optimize their behaviour (Simon 1978). Where a per-
son has a set of potential actions he will choose the one that provides the
best outcome. A so called operant conditioning relationship subsists be-
tween the actor and his environment. Whatever the action is, there will be a
response from the environment. If the response is positive the actor is likely
to repeat the behaviour. The actor also learns from past experience and
based on that experience and learning s/he tries to maximize positive re-
sponses and minimize negative responses. From the exchange balance
point of view it has also been observed that persons who give much to oth-
ers also try to get much from them, and that persons who get much from
others are also under pressure to give much to them. (Homans 1958)

If there is an increase in the extinction, satiation or cost of one behaviour
it will probably increase the emission of some other behaviour. Another
thing to consider is that the more a person gets, the less valuable any fur-
ther unit of that value is to him, and thus he will less often emit the behav-
iour reinforced by this value. (Homans 1958)

The process of influence between actors and cohesiveness are interesting
phenomena. Cohesiveness means “anything that attracts people to take part
in a group”. Actors’ behaviour in a group is influenced by the principle that
the more valuable the activities are that the actors benefit from, the more
valuable are those they must give. If the actor is emitting behaviour that
the others in the group do not find rewarding, these others will suffer in
producing sentiment and activity. But if the actor has found their sentiment
and activity rewarding and if he wants to keep getting them, he must make
his own behaviour more rewarding and valuable to the others. Another fea-
ture related to cohesiveness seems to be that the more cohesive a group is,
the greater is the change that members can make in the behaviour of other

members. (Homans 1958)
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Profit thinking can also be applied in the social exchange environment.
Profit can be said to be reward (value) less cost. Exchange profits can be
used when evaluating different behaviour in the social exchange environ-
ment. When applying distributive justice equal profits are aimed at. An ac-
tor tends to maximize his own profit and at the same time tries to make
sure that no one in his group makes more profit than he does. If the profit
tends to reach the maximum, then the actor’s behaviour changes less.
(Homans 1958)

The social structure also has an influence in exchange. For example, in
Blau’s (1986) description of sixteen agents in a federal law-enforcement
agency it was found that a small number of highly competent agents ex-
changed advice to obtain prestige with a large number of other less compe-
tent agents. The less competent agents exchanged the advice in pairs and in
trios on more equal terms (Blau 1986).

2.1.2 Voluntary actions and expected rewards

Basic social processes have their origin in primitive psychological process-
es: feelings of attraction between individuals and the desire to obtain vari-
ous kinds of rewards. Social attraction can be either intrinsic or extrinsic.
Intrinsic attraction refers to the positive feelings one gets and extrinsic at-
traction refers to the expected benefits to be gained. A person who is at-
tracted to others is interested in proving that he is attractive to them as
well. The processes of social attraction lead to processes of social exchange.
(Blau 1986)

If a person needs something that the other has to offer but he has nothing
the other needs, he has basically four options: (1) he may force the other;
(2) he may obtain the help he needs from another source; (3) he may find
ways to get along without such help; or (4) he must subordinate himself and
comply with the other’s wishes, which means the other receives power as a
reward. (Blau 1986)

Social norms define, for example, the expectations of subordinates and
their evaluations of their superior’s demands. The fair exercise of power
leads to approval of the superior and vice versa. The amount of resources
subordinates have influences their approval of their superior’s behaviour so
that the greater the resources the easier it is to approve the superior’s de-
mands and/or behaviour. (Blau 1986)

Unspecified obligations and trust go hand in hand. The following defini-
tion is used here:

Da: Social exchange refers to voluntary actions of individuals that are
motivated by the returns they are expected to bring — and typically
actually bring from others.
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Social exchange differs from economic exchange in several ways. In social
exchange the obligations are not specified, if compared e.g. with an eco-
nomic exchange like a mortgage, where the obligations are clearly defined.
Social exchange relies solely on the general assumption that when one per-
son does another a favour some future reward will be available. Because
there is no way to assure an appropriate return for the favour, trust is need-
ed. Trust is built step by step, and therefore social exchange also normally
starts with small steps. Feelings of personal obligation, gratitude and trust
are present in social exchange while in pure economic exchange they are
not (Blau 1986). Here, supplier relational effort will be studied in an indus-
try context where economic and social exchanges occur hand in hand. Sup-

plier relational effort is also based on unspecified obligations and trust.

2.1.3 Supplier relational effort in the buyer-supplier relationship

It was stated above that supplier relational effort is based on unspecified
obligations and trust. Yet the question remains as to why the supplier is
willing to make relational effort. Attractiveness provides an alternative ap-
proach to managing business relationships as it is based on the creation of
voluntary motivation and commitment between the relationship partners
(Mortensen et al. 2008). The supplier is willing to make relational effort in
a buyer-supplier relationship if the supplier considers the buyer attractive.
If the supplier is very satisfied with the buyer and with the relationship, and
if the supplier gains a lot of value from the relationship, most probably
there is also attraction between the supplier and the buyer. This motivates
the actors to make extra effort in the buyer-supplier relationship. Hald,
Gordon and Vollmann (2009) state that “in order to improve value creation
and value transfer in buyer-supplier relationships it is not enough to opti-
mize and coordinate management and control systems”. Instead, develop-
ing the relationship also requires mutual attraction, and the importance of
being attractive to key suppliers appears to be on the increase. Again, if we
are attractive as a buying company the supplier will make extra effort in
form of relational effort. What, then, makes us attractive? Hald et al. (2009)
created a conceptual model of attraction in the buyer-supplier relationship
(Figure 1). Attraction includes a versatile mix of expected value, trust and
dependence. All three components should be taken into account when ana-
lyzing and managing attraction in a relationship. Four mechanisms were
introduced for jointly influencing the perceptions of expected value, trust
and dependence: (1) investments in the relationship to create transaction-
specific ties; this in turn increases switching costs and ties the partners

more closely together, (2) product, process or business adaptation leading
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to better performance and further to increased trust and dependence, (3)
intensive two-way communication, especially repeating the company goals
and expectations, and (4) institutionalization of the top management vision
and company culture where supplier and customer relationships are highly
appreciated and valued.

Perceived expected value

Buyer .
- cost reduction S.uppher
- price/volume
- growth

- time compression
- innovation

- access to new buyer/suppliers
- competency development

Adaptation Investments
Perceived - Perceived
Communication
trust dependence
Institutionalization
Benevolence
- loyalty
- support - expected association value

Integrity
- shared values

- associate alternatives

- transaction specific assets

- fairness

- reliability

(Hald et al. 2009)
Figure 1. Conceptual model of attraction in buyer-supplier relationships

Another model of attraction, its determinants, and its consequences has
been presented by Harris et al. (2003) as a result of a study of legal profes-
sionals. They identified familiarity as a necessary condition for attraction to
develop. Familiarity between individuals can be gained through geograph-
ical proximity, functional proximity and repeated exposure. They also de-
scribed the lens through which attraction is viewed: socialization, similarity,
compatibility and knowledge about the alternatives affect perceptions of
attractiveness. By a deeper understanding of the determinants of attraction
it is possible to notice the role and impact of attraction throughout a rela-
tionship. Important insights can arise concerning how, and why, the nature
of a relationship changes over time (Harris et al. 2003). A process and ma-
turity model for attractiveness in relationships, developed by Mortensen et
al. (2008), shows that attractiveness is not a static approach but that it
changes according to the relationship stage. The attraction between compa-
nies in a business relationship has been discussed further by several au-
thors (Olsen & Ellram 1997; Fiocca 1982; Dwyer et al. 1987; Cordon &
Vollman 2008; Ellegaard et al. 2003; Christiansen & Maltz 2002). The role

10



2 LITERATURE REVIEW

of attraction was also studied in the present research as one element ex-

plaining supplier behaviour in the buyer-supplier dyads.

2.2 Value creation in the buyer-supplier relationship

2.2.1 Relational value

Business relationships are an important unit of analysis for explaining su-
pernormal profit returns. The concept of relational value offers a useful
theoretical lens through which value-creating linkages between organiza-
tions can be examined and explored (Dyer & Singh 1998; Dyer & Hatch
2006). The concept thus offers an interesting view on relationship man-

agement. The following definition of relational value is used here:

D3: Relational value is the value created through the interrelated activ-
ities of the actors: in the present context these are buyer and sup-
plier.

Relational value creation includes activities such as efficient participation in
and management of joint product and business process development pro-
jects (Moller 2006). It is difficult to assess the cost of creating value as value
creation emerges from the combined activities of the supplier and buyer.
This makes it difficult for the buyer to assess supplier value production po-
tential in advance and for the supplier to evaluate the buyer's potential val-
ue. The production of relational value is a thus complex issue and manage-
rially challenging (Moller 2006). Further, value production systems with
different goals require different competences from the supplier and the cus-
tomer. Moller and Térronen (2003) presented a framework where they
connect specific capabilities to different types of value production. They
used three different value production types: core-value production, value-
adding relational value production and future-oriented value production.

Kim et al. (2010) conducted a study on inter-organizational cooperation
in buyer-supplier relationships from the perspectives of both buyer and
supplier. The results showed that switching costs and inter-organizational
trust were significant determinants of cooperation for buyers whereas tech-
nological uncertainty and the reciprocity of the relationship were significant
determinants for the suppliers. Goal consistency significantly affected inter-
firm cooperation according to both buyers and suppliers.

The relevant factors and critical elements of supplier development in buy-
er-supplier relationships have been studied (Krause 1997; Krause & Ellram
1997; Krause 1999). Factors like inter-firm communication effort, the buy-
ing firm’s competition in the market, the support given to the buying firm

11
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by the top management, and the importance of purchased inputs to the
buying firm were significant in affecting supplier development activities. In
a more recent study Krause et al (2007) found that buyer commitment and
social capital accumulation with key suppliers can improve buying company
performance. Social capital can be defined as follows:

Dg: Social capital is the ability of actors to secure benefits by virtue of
membership in social networks or other social structures (Portes
1998).

Krause et al. (2007) have sought to motivate researchers to look at the em-
bedded social dimensions of the relationship. They state: “As cooperation
and collaboration between buyers and suppliers have increased, the per-
formance of these relationships, and the fact that there are socially embed-
ded dimensions should be of interest to researchers.”

The concept of “Sources of Supplier Value” (SOSV) concerns the value the
supplier can gain in the buyer-supplier relationship. SOSV includes the
characteristics of customers that suppliers need, want, and prefer (Ramsay
& Wagner 2009). In their study, Ramsay and Wagner (2009) aimed to de-
scribe supplier needs, wants, and preferences as well as to find out their
impact on buyer attractiveness. They identified elements related to buyers’
offerings, behaviours and characteristics that suppliers regarded as im-
portant. The following sources of supplier value were identified based on

both the literature review and the field study:

- overall profit - customer attentiveness

- revenue elements - receptiveness to supplier ideas

- cost elements - trustworthiness

- sales potential - risk sharing

- payment format - forecast reliability

- supplier learning opportu- - financial probity
nities

- appropriately trained staff - supplier independence/power

- good inter-organizational - buyer dependence/power
staff relationships

- personal preferences - customer-led innovation

- personal meetings - supplier-led innovation sup-

port
- contact stability - market information
- long-term interactions - reputation

- roles and responsibilities

12
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As a conclusion two interesting hypotheses were introduced by Ramsay
and Wagner (2009): (1) the greater the supplier value offered by a buyer,
the more likely any given supplier is to select or retain that buyer as a cus-
tomer; and (2) the greater the supplier value offered by a buyer, the quicker,
more enthusiastic and complete will be the response of any given supplier
to requests from that buyer for modifications to supplier behaviour. At the
same time one has to be careful not to generalize the findings too widely
across different types of companies. This caveat leads to the third hypothe-
sis (3): the distribution of sources of supplier value preferences displayed
by suppliers varies with respect to customer type, product type, relative size
of supplier and customer, and industry.

If the aim is to improve the relationship and relationship performance,
different control mechanisms are available. Liu et al. (2010) studied four
different control mechanisms: coercive power, non-coercive power, con-
tracts and relational norms in different types of relationships. Their study
took existing relationship quality into account with the help of a quality
matrix and examined the use of different control mechanisms on these dif-
ferent relationship quality levels. They found that the partners use a rela-
tively low level of coercive power on any level of relationship quality, but
also that the use of non-coercive power increases gradually as relationship
quality improves. That is, control mechanisms became more flexible, har-
monious, and friendly as relationship quality improves. Liu et al. (2010)
concluded “as the level of relationship quality improves, the extent of the
use of non-coercive power and relational norms increases, and informal
control mechanisms cannot replace formal control mechanisms whatever
the level of relationship quality is”. Li et al. (2010) studied long-term buy-
er—supplier relationships to find out the antecedents leading to the adop-
tion of formal control, social control, or both. They also studied the nature
of the relationship between formal control and social control, asking
whether they are substitutes or complements. They found that, in China,
formal control and social control may be substitutes in domestic buyer—
supplier relationships, but that they may be complements in international
relationships.

Supplier relational effort can be compared to the concepts of voluntary ac-
tions, non-coercive power, relational norms and social control mentioned
above. The present research explores and seeks to explain the phenomenon
of supplier relational effort further in order to be better able to understand
it and the mechanism behind it. With this enhanced understanding it will
be possible to encourage greater relational effort on the part of the supplier
in the relationship, and thereby improve the business relationship, perfor-

mance and value creation. However, in order to be able to foster the buyer-
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supplier relationship, we need to understand the main factors affecting the

behaviour of both parties in the relationship.
2.2.2 Relationship quality

We can assume that the better the relationship, the better value creation in
the relationship. What, then, is a good relationship? How can the quality of
the relationship be assessed? Relationship quality can be described as the
overall depth and climate of the business relationship (Johnson 1999). An-
other definition of relationship quality says that it is an overall assessment
of the strength of a relationship and the extent to which it meets the needs
and expectations of the parties (Smith 1998). Su et al. (2008) refer to sup-
ply chain relationship quality as the degree to which both parties in a rela-
tionship are engaged in an active, long-term working relationship. Dorsch
et al. (1998) considered relationship quality as a higher-order concept con-
sisting of trust, satisfaction, commitment, minimal opportunism, customer

orientation and ethical profile. The following definition is used here:

D5: Relationship quality is the degree to which both parties in a rela-
tionship are engaged in an active, long-term working relationship
and the extent to which it meets the needs and expectations of the
parties.

Relationship quality is an important prerequisite for a successful long-term
relationship (Bejou et al. 1996). According to Naudé and Buttle (2000), the
most common attributes of relationship quality are the level of trust and the
mutual integration of needs. Also, the fact that the relationship should yield
a profit is essential. One way to evaluate the relationship is to assess rela-
tionship performance, meaning that buyer—supplier exchanges are assessed
from the relationship viewpoint rather than from the perspective of one
actor only. O'Toole and Donaldson (2002) tested a set of relational perfor-
mance measures and assessed their relevance in managing buyer-supplier
relationships. Relationship performance was divided into a financial and a
non-financial dimension. The non-financial factors included speed of re-
sponse, product quality, benefits comparison and lead times. These factors
would act as a measure of the operational effectiveness of the relationship.
Another set of non-financial factors included stability, satisfaction, and
joint value-added projects, all of which can be seen as strategic benefits of
long-term interaction. The financial factors in turn were dependence-
switching, interdependence, cost sharing, risks of abuse of confidence and
information sharing, long-term profitability, process, return on investment,
bought volume and running costs. The top three measures for relationship

performance were flexibility, lower costs and stability.

14



2 LITERATURE REVIEW

What affects relationship quality? Dependence, flexibility, continuity ex-
pectations, and relationship age, for example, increase the urge to integra-
tion of the distributor towards the supplier (Johnson 1999). Level of trust as
well as the mutual integration of needs was found to be the most essential
factors determining relationship quality in a study conducted by Naudé and
Buttle (2000). They concluded nevertheless that there is no one explana-
tion for a good relationship. Views differ as to what determines a good qual-
ity relationship, and the actors should take this into account when planning
and acting in their supply chain relationships. There are usually several
factors that influence the quality of the relationship and these should be
identified by the actors. Such factors include e.g. the type of industry in
question and the prevailing economic climate, which can influence the level
both of investment and of asset specificity with respect to a given relation-
ship. Other factors influencing the quality of the relationship may be the
age of the relationship as well as the key players or decision makers in the
relationship. Huntley (2006) defined and measured the quality of buyer-
seller relationships in business-to-business markets, and linked it to profit-
able customer outcomes. By so doing, the study established a link between
the qualitative soft relational elements of the relationship and the quantifi-
able profitable hard outcomes. The cornerstones of a good relationship
seem to be relational bonds based on high ethical standards with honest,
accurate communication, and mutual investments. Both trust and com-
mitment are positively associated with relationship quality. For buyers it is
fundamental to find relationships that offer quality solutions to meet their
product and service needs. As part of a good relationship, buyers also ap-
preciate good cooperation and collaboration from the seller, meaning that
sellers work with their customers in order to cooperatively design integrat-
ed product/service offerings that solve customer problems. Thus, relation-
ship quality is positively associated with actual sales and recommendation
intention. Further, goal congruity is positively associated with trust, com-
mitment and relationship quality, which means in practice that customers
value goals that are closely aligned with those of suppliers. This points to
the importance of regular communication concerning common values with
the emphasis on demonstrating how the seller’s solutions support the mis-
sion of the buying company and create a win-win situation.

Powers and Reagan (2007) also discussed the factors which would make
the buyer-supplier relationship a good one. Their study was based on input
from buyers who evaluated a particular supplier. They added another di-
mension - the stage of relationship development — to the discussion. What
they found was that in the first stage — partner selection — the most im-

portant factors for a successful relationship were mutual goals and adapta-
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tion. Correspondingly, in the second stage — defining the relationship pur-
pose — the most important factor was cooperation. In stage three — setting
relationship boundaries — mutual goals and trust were the main factors. In
the fourth stage — creating relationship value — adaptation was the key fac-
tor, and in stage five — relationship maintenance — these were again mutual
goals and adaptation. A buyers’ perspective was taken in Claycomb’s and
Frankwick’s (2010) study, where they also included the phases of relation-
ship development in their examination. They investigated the relationship
characteristics of relationship-specific investments and uncertainty, and
found evidence that effective information exchange and conflict resolution
mechanisms influence the level of relationship-specific investments and
buyer uncertainty during the development of the relationship. However,
they noted that the patterns of the associations between the interaction
mechanisms and relationship characteristics were different in different de-
velopment phases. In addition the seller’s reputation had a significant
meaning for the buyer when it was a question of fostering the relationship.
Storbacka et al. (1994) introduced a relationship profitability model devel-
oped from the customer relationship management perspective. The model
illustrates how service quality affects customer satisfaction and how cus-
tomer satisfaction affects relationship length and longevity, and how they in
turn affect the profitability of the customer relationship. Relationship prof-
itability was defined as relationship revenue minus relationship costs.

We are used to concerns about customer satisfaction, but in a strategic
collaborative buyer-supplier relationship we should also consider supplier
satisfaction as an essential factor affecting relationship quality. One key
factor to ensure and to improve the quality of the buyer-supplier business
relationship is a satisfied supplier. Essig and Amann (2009) define supplier
satisfaction as “a supplier’s feeling of fairness with regards to buyer’s incen-
tives and supplier’s contributions within an industrial buyer-seller relation-
ship”. They argue that supplier satisfaction indicates the quality of the buy-
er-seller relationship from supplier perspective. They also proposed a
measurement tool of supplier satisfaction; the supplier satisfaction index.
This index consists of three dimensions: (1) strategic, (2) operative, and (3)
accompanying. The strategic dimension comprises the indicator “intensity
of cooperation”. The operative dimension comprises the indicators “order”
and “billing/delivery”, and the accompanying dimension the indicators
“communication”, “conflict management”, and “general view”. The implica-
tions of the supplier satisfaction survey were that (1) potential areas of im-
provement to strengthen the competitive position of the case company were
found, (2) the importance of the case company’s purchasing department

became clear, and (3) dialogue between suppliers and the case company
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was facilitated. All in all, supplier satisfaction and its systematic and regular
assessment may help to improve the development of the business relation-
ship.

Tikkanen, Alajoutsijarvi and Tahtinen (2000) raised an interesting issue
in their discussion of the concept of satisfaction in industrial markets. They
suggested that a more holistic perspective has to be taken on the measure-
ment and management of satisfaction. It is not enough to use the same
methods that are used in consumer markets owing to the fact that industrial
companies usually have relatively few customers. It does not make sense to
utilize comprehensive quantitative methods; instead versatile qualitative
methods are more useful. It is more important to know the satisfaction per-
ceptions of key decision makers within the key customer company than to
know some average satisfaction ratings. Analyzing and managing qualita-
tive information in order reliably to make some academic or managerial
recommendations can present a challenge in this respect. Traditionally,
managers and academics have required some objective facts and figures to
support the findings. Tikkanen et al. (2000) applied their ideas about the
concept of satisfaction in industrial markets in a case study. We can con-
clude the discussion on relationship quality by stating that in a good busi-
ness relationship value is created that benefits both companies’ business.
Table 2 summarizes the literature reviewed in this section on value creation

in business relationships.
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2 LITERATURE REVIEW

2.3 SET applied to the buyer-supplier relationship

In this chapter the literature review continues by looking at the recent stud-
ies where SET has been applied in explaining behaviour in buyer-supplier
relationships. This will link our discussion so far on SET and value creation
in business relationships. This part of the review will serve as a stepping
stone towards the empirical part of the research where supplier relational
effort is studied with the aim of better understanding the mechanisms of
behaviour and value creation in the buyer-supplier relationship.

Although purchasing and supply management is clearly driven by eco-
nomic actions, it is also strongly embedded in social relations (Granovetter
1985). The combination of economic actions and social relations has been a
challenging area for research. In recent years SET has been applied in sev-
eral studies for gaining a better understanding of buyer-supplier relation-
ships and the drivers behind the actions therein. Narasimhan et al. (2009)
interestingly applied SET in order to better understand the managing of the
lock-in situation in supply chains. A buyer-supplier relationship is in a lock-
in situation when, for all intent and purposes, one party is heavily depend-
ent upon the other party. The underlying basic assumption is that building
cooperation and coordination over time improves the business relationship
in terms of increased efficiency and effectiveness - an assumption also sup-
ported by Heikkild’s (2002) study on efficiency and customer satisfaction in
supply chains.

An opportunistic pricing strategy by the supplier can lead to higher re-
turns if the buyer is unable to find a substitute product, but at the same
time cooperative pricing can motivate the buyer to stop investing in devel-
oping a substitute product or solution, which may in fact generate higher
long-term returns for the supplier. This leads to an assumption that “in a
lock-in situation the optimal pricing strategy is one in which the supplier
does not take opportunistic advantage of its buyer” (Narasimhan et al.
2009). Non-opportunistic behaviour by the supplier signals a reward for
the buyer which may lead the buyer not to initiate actions to reduce de-
pendence; this leads to the second assumption: “In a lock-in situation the
optimal investment intensity of the buyer should decline over time and the
buyer would remain dependent on the seller” (Narasimhan et al. 2009).

The managerial implications derived from the findings above can be
summarized in the following three guidelines. 1) The supplier should follow
a pricing policy which signals to the buyer the supplier’s intent to engage in
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a long-term relationship. 2) Proactive investments by the buyer can act as a
long-term relationship enhancing mechanism where the buyer’s probability
of being able to escape a lock-in situation influences the supplier to behave
in a non-opportunistic way. 3) The supplier should pursue operational effi-
ciency improvements as these help to sustain a long-term relationship with
the buyer. Cost savings from e.g. efficient operations, economies of scale
and learning should be used to support an optimal pricing strategy (Nara-
simhan et al. 2009). Narasimhan et al. (2009) explained the behaviour of
the buyer and supplier in a lock-in situation by reference to SET. In sum it
can be stated that one party acting opportunistically can lead to relationship
termination. In a long-term relationship a strategy to decrease opportunism
was shown to be useful both for the buyer and for the supplier. The buyer
can benefit from the strengths and skills of the supplier, from improved
quality and process performance, and from continuous cost reduction. This
is a good example of the typical struggle in everyday business life: how to be
cooperative and competitive at the same time.

Another interesting study where SET was applied in relationship man-
agement was that by Zhang et al. (2009), who studied how buyer coopera-
tive actions influence a supplier's willingness to invest in technology that
would benefit the buyer. Willingness is understood here as a supplier's in-
formal, non-contractual commitment. Three co-operative actions were con-
sidered: buyer communication, buyer assistance and supplier involvement.
It was found that buyer cooperative actions increase the supplier's willing-
ness to invest in technology. The authors also studied what kind of impact
relational stress has in this context. Relational stress can be experienced by
the supplier due to e.g. conflicting or too demanding expectations or re-
quirements on the part of a buyer. Relational stress can constrain a buyer's
attempts to increase the informal, non-contractual commitments of suppli-
ers, which is an important element in gaining relational rents. Relational
stress increased the positive effect of buyer assistance, but at the same time
decreased the effectiveness of buyer communication. The effect of supplier
involvement was not significantly influenced by relational stress. These
findings can help supply chain members, both buyers and suppliers, to bet-
ter understand and better manage simultaneous cooperation and relational
stress. The authors suggested that further research be done to develop a
framework that would incorporate the contingent factors critical to the
adoption of cooperative actions (Zhang et al. 2009).

Griffith et al. (2006) see supply chain relationships as containing both
economic and social elements. They found that in supply chain relation-
ships, the perceived procedural and distributive justice of a supplier's poli-
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cies enhance the long-term orientation and relational behaviours of its dis-
tributor. This leads to decreased conflict and increased satisfaction, with a
positive influence on the distributor's performance. Procedural justice re-
fers to the process and the perceived fairness of that process. Distributive
justice refers to the perceived fairness of the decision outcome. It seems to
work so that if one supply chain partner treats its partner fairly - in terms of
processes and reward allocation - the partner reciprocates and adopts atti-
tudes and engages in behaviours that strengthen the relationship. This re-
search outcome is another motivation for focusing on social means how one
is treated in relationship management, although the economic outcome of
the relationship is of course always important as well. The overall message
demonstrates the usefulness of SET when applied to supply chain relation-
ship management: “once long-term orientation and relational behaviours
develop in a supply chain relationship, partners are more willing to make
short-term concessions to their partner as the attitude and behaviour pro-
vide a belief that over time the concessions will be reciprocated” (Griffith et
al. 2006). Supplier relational effort can be assimilated to the short-term
concession mentioned above.

Current and future expectations and obligations between suppliers and
buyers are critical relational building elements that encourage nurturing
social exchange in relationships (Kingshott 2006). Managers should better
understand the factors to be taken into account when trying to build and
nurture a long-term business relationship. How can social exchange rela-
tionships be nurtured? Kingshott (2006) studied the psychological contract
as a means to impact trust and commitment within supplier-buyer relation-
ships. The concept of the psychological contract refers to the individual's
belief that certain promises have been made by the other party. The results
showed evidence of how managers who adopt a relational orientation are
able to increase trust and commitment in the relationship. The psychologi-
cal contract provides managers with an alternative mechanism to help in-
crease the level of psychological and social bonding within the relationship,
and lead to better relational outcomes.

Criticisms of the recent buyer-supplier relationship literature have been
presented by Emberson & Storey (2006). They argue that greater under-
standing is needed on human and organizational behaviour in collaborative
working arrangements in order to manage such relationships successfully.
This, again, encourages the use of SET to explain some aspects of the phe-
nomenon. Relationships are affected by other corporate agendas, and there
is always a risk that corporate policies will override even a well-performing

relationship arrangement. In changing circumstances continued managerial
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support cannot always be guaranteed. The study showed how collaborative
practices were at risk in situations where people were moved to other posts
or when alternative priorities swept away the arrangement in favour of
"bigger" ideas. In reality, differing individual and organizational perspec-
tives exist, meaning that a continuous process of negotiation and re-
negotiation is a fact in many buyer-supplier relationships. In order to pro-
mote successful collaborative buyer-supplier relationships, research should
take much fuller account of these realities (Emberson & Storey 2006).

SET was also applied in a study exploring the management of IT out-
sourcing relationships (Kern & Willcocks 2000). The authors argue that the
economic point of view is not enough: exchanges also have to be under-
stood from the individual's point of view. This is partly guided by contracts,
but includes voluntary efforts as well. The authors refer to this dimension as
the behavioural dimension. IT outsourcing is a good example where opera-
tions, decisions and relationship management are mainly driven by eco-
nomic actions, but social relations and aspects also need to be considered.
Kern & Willcocks (2000) conceptualized a framework to capture some of
the key constructs and properties of the buyer-supplier relationship. Inter-
action plays an important role in the relationship and there are several im-
portant areas for interaction in addition to the traditional areas of product
and financial exchange. The behavioural aspects in this model include
commitment, cooperation, expectations, satisfaction, conflict, dependency,
power and trust. These are aspects which are not easy to manage by con-
tracts alone, but they nevertheless affect the relationship.

SET has been used also in studying the role of power and influence in alli-
ance performance (Muthusamy & White 2006), where it has been argued
and empirically shown that alliance performance is related to the extent the
partners can mutually influence each other in a relational manner. Another
interesting setting for the application of SET in economic versus social ex-
change was the marketing of locations for building new premises for manu-
facturing companies. Evidence was presented confirming and specifying the
importance of social involvement as an attribute that affected managers’
satisfaction with, and commitment to, a location (McKee & G. Wang 2006).
Several further interesting articles have been published on the idea of using
SET as a framework for better understanding the challenges in relationship
management. Some of these discuss relational capital as an explanation for
the behaviours in relationships. The definition followed in the present re-

search is:
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D6: Relational capital is the cumulative trust, experience, and
knowledge that is created in the relationship (Krause et al. 2007;
Lawson et al. 2008; Cousins et al. 2006; Yang et al. 2008).

Although SET has been applied in earlier buyer-supplier relationship stud-
ies, the theory continues to have much to offer in this field of research. A
summary of the literature utilizing the social exchange view can be found in
Table 3.
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2.4 Summary and motivation for the research

Value creation in an organization increasingly occurs in networks and in
cooperation with other organizations. Value creation is generally managed
by the buying company with contracts which determine the rights and re-
sponsibilities of the parties. For example, the supplier has to produce the
products or services specified and the supplier is entitled to the agreed
compensation. In close strategic buyer-supplier relationships a considera-
ble amount of value is created through actions that are not directly deter-
mined by the contract. SET provides a basis for better understanding and
explaining this type of value creation. According to SET, the parties in social
exchange create value and exchange value with each other (Blau 1986). This
type of value creation is voluntary and it is based on perceived attractive-
ness and on expectations of future rewards. This SET-based value creation
in buyer-supplier relationships has received more and more attention re-
cently, but very little empirical research on the underlying mechanisms and
factors affecting it has been done. In order to gain a deeper understanding
of the SET-based value creation mechanism in the buyer-supplier relation-
ship, it is important to understand both the supplier’s and the buyer’s ef-
forts on behalf of the relationship as well as the factors that promote those
efforts. This research focuses on the supplier’s effort in the buyer-supplier

relationship, although both supplier and buyer perspectives are studied.
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3.1 Research approach

This research was designed to study the phenomenon of supplier relational
effort in buyer-supplier relationships. The aim was to collect real-world
data and information and to extend the managerial theory on the buyer-
supplier relationships. A combination of grounded theory and case study
approaches was used. The grounded theory approach was used for the field
data gathering and for discovering theoretical constructs using a hierar-
chical structure of categories (Corbin & Strauss 2008). The grounded theo-
ry approach was applied in the research process, as it has been presented by
Corbin and Strauss (2008) and as employed by several others (Isabella
1990; E. H. James & Wooten 2006; Maitlis & Lawrence 2007; Ashforth et
al. 2007; Jantti 2003; Kalliomaki-Levanto 2009; Gioia et al. 2010; Corley &
Gioia 2004; Locke & Golden-Biddle 1997) . The multiple case study method
was used to develop the theoretical propositions based on the empirical
data (Eisenhardt & Graebner 2007).

The grounded theory method (GTM) is a systematic, inductive, and com-
parative approach for carrying out an inquiry in order to construct theory
(Charmaz & Bryant 2010). GTM is actually a family of methods rather than
a single strictly defined method. However, it has some features that distin-
guish it from other methods: 1) theoretical sampling, 2) constant compari-
son of data and theoretical categories, and 3) focus on the development of
theory via the theoretical saturation of categories rather than substantive
verifiable findings (Charmaz & Bryant 2010). GTM encourages the re-
searcher to remain constantly involved with the data and analysis. The re-
search process is an iterative process where the analysis starts as soon as
the first pieces of data have been gathered. GTM is also a challenging meth-
od for the researcher and requires the ability to see what is essential in the
data. The method requires the researcher to maintain an open mind with
respect to different explanations, but as Dey (2003) note: "An open mind
does not imply an empty head”.

Mello and Flint (2009) encouraged researchers in the field of logistics to

utilize the grounded theory approach, suggesting that “there are a number
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of areas of logistics where problems involving complex social interaction, or
where little formal theory exists, could be beneficially researched using
grounded theory”. Procedures of grounded theory could help researchers to
gain a more holistic and deeper understanding of the phenomena of interest
than might be enabled by the more traditional quantitative methods. Such
an understanding is essential in order to construct a foundation for theory-
building. This grounded theory approach means that data and theory are
constantly compared and reflected upon throughout the iterative phases of
data collection and analysis.

Good qualitative researchers have a natural curiosity leading them to
study worlds that interest them and to which they otherwise might not have
access. They also enjoy playing with words and meanings, making order out
of apparent disorder, and thinking in terms of complex relationships
(Corbin & Strauss 2008). For them, doing qualitative research is a chal-
lenge and they bring themselves into the process. They enjoy the mental
challenge of working with data and they are not afraid to draw on their own
experience when analyzing their materials (Corbin & Strauss 2008). In my
role as a researcher these characteristics all apply: I am deeply interested in
the buyer-supplier relationship and curious about what is happening in the
relationship and why. My professional background includes ten years in
industrial purchasing and supply management as a practitioner and anoth-
er ten years in teaching purchasing and supply management to engineering
students.

According to Eisenhardt (1989), the case study is a research strategy fo-
cusing on understanding the dynamics present in a single setting. Case
study results can have high impact due to the richness of the data and due
to the real-life organizational setting (Eisenhardt & Graebner 2007). Case
studies emphasize the rich, real-world context in which the phenomena
occur and the theory-building cycle runs between the case data, the emerg-
ing theory and the extant literature. This can lead to new and creative in-
sights, and the development of new theory, and it can have important valid-
ity for practitioners. Through triangulation with multiple data collection
sources the validity of the research can be ensured (Voss et al. 2002). It was
considered paramount in the present research to anchor it in a real world
situation and to approach the supplier’s relational effort with the help of
grounded theory and multiple case study methods, so as to yield the richest
possible data. Through this research design the aim was to build a new
managerial theory for the field of purchasing and supply management.

This research was designed to explore the supplier’s relational effort in
three buyer-supplier dyads consisting of a buying company and its three
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suppliers. The mechanisms behind the supplier’s relational effort and the
outcome of the supplier’s relational effort in these three dyads were to be
explored as well. Multiple cases were used here in order to build new pieces
of theory to fill in the gaps in the existing literature. Eisenhardt (1989) also
presents a process of building theory from case study research that com-
prises the following eight steps: 1) getting started, 2) selecting cases, 3)
crafting instruments and protocols, 4) entering the fields, 5) analyzing data,
6) shaping hypotheses, 7) enfolding literature and 8) reaching closure. Ac-
cording to Yin (2009), case studies are the preferred method when “how”
and “why” questions are being asked, when researcher has little control
over events, and when the focus is on a contemporary phenomenon in a
real-life context. Yin (2009) illustrates the case study research as a linear
but iterative process (Figure 2). By following the systematic case study pro-
tocol it is possible to attain important strengths of theory development like
novelty, testability and empirical validity. All this requires a very close link-
age between the existing theory and the empirical evidence. These princi-
ples of both GTM and the multiple case study method are well suited and
provided an excellent frame for this research process. GTM was used in
analyzing the data and in generating the categories. The case study method

was used for the development of propositions.

Prepare

Design

(Yin 2009)

Figure 2. Doing case study research: a linear but iterative process
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The purpose of the research is theory building in order to identify and de-
scribe the phenomenon, including the key variables and linkages between
the variables. The purpose is also to explain why the linkages exist and what
the patterns behind the phenomenon are. For these purposes the research
structure should include few focused case studies, in-depth field studies,
multi-site case studies and/or best-in-class case studies. (Handfield & Mel-
nyk 1998; Voss et al. 2002)

Several tactics have been used in this study to ensure the quality of the re-
search design. The most commonly used criteria are construct validity, in-
ternal validity, external validity and reliability of the research design (Yin
2009). In Table 4 the tactics applied in this study are described. For con-
struct validity, different sources of evidence were used, a transparent chain
of evidence was established, and the draft report was reviewed by the key
informants. For internal validity, explanation building was done and rival
explanations were investigated. For external validity, replication logic was
used. For reliability a proper and relevant research design based on
grounded theory and case study methods was used consistently.

Table 4. Tactics used to ensure the quality of the research

Criteria Tactics applied in this research Phase of research in
which tactic occurred
Construct Four sources of evidence were used interviews, | Data collection
validity observations, documents and archival data
Research design, data
Transparent chain of evidence was established | collection and analysis
Key informants reviewed the draft report Composition
Internal Explanation building was done and rival expla- | Data analysis
validity nations were investigated
External Replication logic was used: three dyads were Research design
validity studied
Reliability Proper and relevant research design was done | Research plan
Research design and methods were followed Data collection and analy-
consistently sis
Case study database was developed for all dy- Data collection and analy-
ads sis

Corbin and Strauss (Corbin & Strauss 2008) describe six conditions that

foster the construction of “quality” research. The first condition is methodo-
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logical consistency. This researcher has followed the methods described
here consistently using the relevant procedures as designed. The second
condition is that the researcher has clarity of purpose. This research is part
of a larger research project on sourcing and service operation concepts in
which tools for continuous competitiveness for manufacturing companies
are developed. The present study, focusing on the development of the sup-
plier relationship, is well positioned within this wider research context. The
research objective became very clear in the early stages of planning, and
even though the research focus evolved along the way and became narrower
still, the overall objective remained clearly in focus throughout. The third
condition is to have self-awareness as a researcher. This researcher has
been well aware of her biases and assumptions at all times during the re-
search process. A research journal — in the form of a diary - has been kept
to note reactions and feelings along the way and the researcher’s own as-
sumptions and ideas have also been noted in memos so as to be able objec-
tively to go back and see where the final findings and propositions originat-
ed. The researcher also had discussions with her supervisor as well as with
other professionals in academia and industry to test the validity of the
study. None of the findings are exclusively based on the researcher’s intui-
tion or assumptions; instead, strong evidence for all the findings is present
in the research data. The fourth condition is that the researcher should be
trained in how to do qualitative research. This researcher studied and prac-
tised the chosen qualitative research methods during the research process,
going strictly “by the book” (Eisenhardt 1989; Eisenhardt & Graebner 2007;
Yin 2009; Corbin & Strauss 2008). The fifth condition is that the researcher
has a “feeling” or sensitivity for the topic, for the participants, and for the
research. This researcher was able to step into the shoes of the participants
due to her background in purchasing and supply management. This result-
ed in a combination of things that felt familiar and things totally new: work-
ing in buyer-supplier relationships was familiar, but the context was wholly
novel. The researcher herself has worked in the paper machine manufactur-
ing industry while the research was conducted in the electronics industry. A
sixth condition is that the researcher must be willing to work hard. This the
researcher has done: hundreds of hours have been spent sitting, thinking,
analysing and writing. There have been dozens of iterative rounds in the
analysis, and hundreds of memos have been written. During the most in-
tense period of analysis and writing the researcher worked for about 8o
hours per week for several weeks. In sum as a researcher I agree with the

statement made by Whittemore et al. (2001): “Elegant and innovative
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thinking can be balanced with reasonable claims, presentation of evidence,
and the critical application of methods.”
In the following sections the case selection, case companies, data collec-

tion and analysis process are discussed more in detail.

3.2 Case selection

“For a given set of available resources, the fewer the case studies, the great-
er the opportunity for depth of observation” (Voss et al. 2002). Three cases
— buyer-supplier dyads - were studied in-depth in the empirical part of this
study. The unit of analysis was the buyer-supplier dyad and the context was
the electronics industry. The perspectives of both supplier and buyer in all
three dyads were included in the data gathering. The dyads were constitut-
ed from one buying company and its three suppliers.

The buyer-supplier dyads were selected on the grounds that they were the
most likely to illuminate the phenomenon. In other words the first two dy-
ads were selected from among buyer-supplier relationships where the sup-
plier’s relational effort was highly visible. The third dyad was selected to
obtain comparative data on a relationship where the relational effort was
not so visible. Due to the theory-building aim of the research, replication
logic was used in the case selection. First, two dyads were selected with the
aim of yielding similar results, and the third dyad was selected to produce
contrary results but for predictable reasons (Eisenhardt 1989; Yin 20009;
Voss et al. 2002). This “polar type” was chosen in order to observe con-
trasting patterns in the data (Eisenhardt & Graebner 2007). Other factors
considered when the dyads were selected were the length the relationship
and the importance of the relationship for the buying company. The buying
company was the same in all three dyads but the suppliers were three dif-
ferent companies.

The buying company was selected for this study due both to their active
cooperation with the suppliers and to the importance of cooperation in the
interface between the buying company and the suppliers. In addition, the
buying company was well motivated to develop their purchasing and supply
management, and therefore offered a fruitful platform for the study. The
three supplier companies were selected in consultation with the buying
company representatives. The researcher presented the research plan to the
buying company sourcing and procurement staff members in an internal
meeting and discussion entered into about possible suppliers. The final se-
lection of the suppliers was done through informal discussions with the
buying company senior management. In the first phase, two representative
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suppliers were selected, and in the later phase, one additional supplier was
included in order to provide rich comparative data for the analysis. In all
three dyads the buyer-supplier business relationship had existed for more
than five years and the sales volume in all cases was important for the buy-
ing company. The products purchased in these dyads could be characterized
as strategic products, that is, they were high-tech, high-volume products
manufactured according to customer specifications. Suppliers of such
products cannot be changed in the short term without considerable efforts,
risks and costs (Kraljic 1983; van Weele 2010). The dyads were selected to
include buyer-supplier relationships where the amount of supplier relation-
al effort would “make a difference”, meaning that the supplier’s relational
effort is significant and important. The first two dyads were assumed to
include a significant amount of supplier effort and therefore as promising
for the deep exploration of the phenomenon. The third dyad was selected to
deepen the analysis, and it also provided an excellent set of comparative
data for the analysis.

3.3 Case company descriptions

The research was conducted in the electronics industry. The buying compa-
ny delivers innovative products and services for environmental and indus-
trial measurement purposes. The group headquarters is in Finland, but the
company has operations and offices in several countries around the world.
The same buying company is represented in all three dyads studied. The
buying company in these dyads will be referred to henceforth as MSys
(Measurement Systems provider).

The field work for the research was done from March 2010 to August
2010. MSys was going through an efficiency program including major or-
ganizational change. A new sourcing strategy was also in an implementa-
tion phase during the time of the research. MSys implemented a new ERP
system in May 2010, also as part of the efficiency programme.

The first supplier company (EMS1) is an electronic manufacturing service
(EMS) provider with a focus on the global industrial and medical business.
The operating model is designed to take care of the total product life cycle.
EMS1 is a global company with its headquarters in Switzerland. One of the
production facilities is situated in Finland about 60 km from MSys’s Finn-
ish operations. The engineering services unit of EMS1 in Finland is located
close to MSys. EMS1 has one production unit in Slovakia. MSys interacts
mainly with the Finnish and Slovakian units. EMS1 has a global key account
manager for this relationship who is Finnish and located in Finland. The
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key contact persons at MSys had worked for EMS1 earlier and therefore
they knew the people at EMS1 and the company well. The people at EMS1
also knew their MSys main contacts well.

A number of major changes had taken place at the EMS1 site in the recent
past. Some production units had been run down and significant re-
organization had been implemented. In the Finnish production unit there
had been a reduction of personnel during 2010. EMS1 offers a global pro-
duction network for their customers. This makes it possible for the Finnish
production unit to specialize in producing the more difficult special prod-
ucts and prototypes while the production units in lower cost countries can
produce products for the mass market at more competitive prices. In this
way EMS1 aims to provide the flexibility of a small local unit along with the
global production network of a big group.

The second supplier company (EMS2) is a vertically-integrated electron-
ics manufacturing service provider for electronics, plastics and box-build
assembly. EMS2 is a tier-2 supplier with its main customers in Europe and
USA. The company specializes in technology-driven products and they are
not in the consumer product business. The medical industry is one of their
important customer segments. The EMS2 factory serving MSys is located in
Malaysia. MSys and EMS2 have been in a business relationship for over 20
years. EMS2 started as a components manufacturer for MSys and now de-
livers finished products. EMS2’s main business with MSys currently in-
cludes a limited number of products with high volume. This manufacturing
of finished products was transferred to EMS2 few years ago. These products
include standard components but the assembly process is demanding and
the finished products are very delicate.

Production in EMS2 is located in Malaysia, which currently is an increas-
ingly competitive manufacturing market, owing, for example, to recent eco-
nomic development in China, where salaries have been rising. One specific
benefit due to this location is that EMS2 has been well able to answer the
typical year-end high demand for these products in December due to the
fact that there are no Christmas holidays in Malaysia. The relationship is
affected by various cultural issues. These are not emphasized here, in but
they are included in the analysis where they crop up in the research data.
Asian peoples are more accustomed than Finns to negotiating about prices.
Asian populations and organizations are also more used to working in a
very competitive environment than is the case in Finland. EMS2 has manu-
facturing units in Asia, ownership in Switzerland and an international top
management team. This creates a combination of low cost manufacturing

and reliable supply. At least partly for these reasons MSys was ready to
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transfer its confidential product and manufacturing technology to EMS2.
The competence of the Swiss owners in contractual and confidentiality is-
sues was a significant prerequisite for the transfer.

The third supplier company (EMS3) is a contract manufacturer and ser-
vice provider of electro-mechanic products, with a special focus on serving
manufacturers in the energy and well-being industry. The company head-
quarters is located in Finland, where they also have three production units.
One of the Finnish production units was to be closed in 2010 and their pro-
duction transferred to their Estonian production unit. EMS3 also has a pro-
duction unit in India. The account manager is the EMS3 key contact person
in this relationship and he is located in the company headquarters. He is
Finnish. EMS3’s headquarters and one of its production units are located
fairly close to MSys in Finland. There have been several personnel changes
during the past 2 years among the key persons: a new account manager,
business director and CEO have started at the EMS3 location.

EMS3’s strategy is to manufacture small and medium size series with high
flexibility to serve customer special needs. MSys products have been manu-
factured in two of the Finnish production units. Electronics are manufac-
tured in a Finnish unit located several hundred kilometres from MSys, and
mechanics products are manufactured in the other Finnish production unit
located close to MSys. In 2010, MSys products from the Finnish electronics
production unit were transferred partly to EMS3’s Estonian production unit
and some products were transferred to other suppliers. EMS3 also provides
test equipment engineering and manufacturing services for MSys. One of
the Finnish production units specializes in serving a big customer in anoth-
er industry at the customer’s site and do not deliver anything to MSys. The
customer base in the Finnish units has traditionally mainly been Finnish,
while the Indian production unit has global customers.

The products manufactured at EMS3 are partly very challenging to make,
and alternative suppliers are not easy to find. Product transfers are also
challenging. The business relationship between EMS3 and MSys has existed
for more than 15 years.

This relationship was under pressure during the research field work when
MSys transferred some of their products from their Finnish electronics
production unit to EMS3’s competitor. EMS3 had planned to transfer these
products to the Estonian production unit and they had done a significant
amount of preparative work for the transfer. People at EMS3 felt that the
information about the transfer had come from MSys as a total surprise and
“too late”.
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Table 5 summarizes additional characteristics of the dyads, including the
length of the relationship, the geographical distance between the operations
of MSys and the supplier, type of production series, and how well the key
persons knew each other.

All these companies are doing business in a very competitive market. At
time of the research the industry had been experiencing a rather severe re-
cession, although some signs of a recovery could be seen here and there.
The recovery started to cause problems in component availability. MSys has

traditionally not been very vulnerable to economic fluctuations.

Table 5. Characteristics of the dyads

MSys- MSys- MSys-
EMS1 EMS2 EMS3
Length of the relationship ~5 years ~25 years ~ 20 years
Distances between the suppli- | mainly short | long relatively
er’s and buyer’s operations short
Production series Small and Mass pro- Small and
medium size | duction medium size
How well all the key persons Well Fairly well Not very well
knew each other
How long had the supplier ~2 years ~3 years ~6 years
informants been working in
this dyad (average)?

3.4 Data collection

In the data collection the principle of triangulation was followed by using
and combining the different data collection methods to study of the same
phenomenon (Voss et al. 2002). In this research the data collection meth-
ods included in-depth qualitative interviews, direct observations during
company visits and company meetings as well as informal discussions with
company personnel and the utilization of both company internal documents
and the public archival data. Table 6 shows a detailed list of the data

sources, including the audience for whom the information was created.
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Table 6. Data inventory

3 METHODS AND DATA

. Original data Original intended
Data type Quantity source data audience
Interviews 20 Informants Researcher - analysis
in this study
Minutes of meet- 3 Chairman of the meet- | Meeting participants
ings including ing
action point lists
Customer survey 1 EMS Business Direc- EMS’s CRM people
results tor
Presentation for 1 EMS Business Direc- | Executive meeting
executive meet- tor participants
ing
Spend report 1 Global Sourcing Man- | Company internal
from ERP system ager, MSys follow-up
Company 3 Sourcing Managers, Company personnel
presentations MSys
Annual reports 2 Web site Shareholders, custom-
ers and other possible
interest groups
Company web 4 Company communica- | Customers, sharehold-
sites for figures tions ers and other possible
and presenta- interest groups
tions
Case study 1 Technical University Management students
of Denmark (Betz
2010)
Observational 11 events | Researcher participa- | Researcher - analysis
data tion and field notes in this study
Memos with 746 memos | Researcher Researcher - analysis
interview quota- 425 pages in this study
tions
Research journal 1journal Researcher Personal use and rec-
13 pages ord keeping

Most of the empirical data were gathered through the 20 semi-structured

in-depth qualitative interviews conducted in both the supplier and buyer

companies. 14 interviews were face-to-face interviews and six interviews

were conducted via conference call. The researcher’s supervising professor

participated in four face-to-face interviews. Qualitative interviews are use-

ful when you need to find out something which cannot be answered simply

or briefly. Instead, the answers will probably lie behind the interviewee’s
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explanations, examples or descriptions of the experiences in question (H. J.
Rubin & I. Rubin 2005). Qualitative interviews are especially useful where
the objective is, e.g. to understand experiences, describe social processes
and understand our working lives. With in-depth interviews it is possible to
gain rich insights into the research issue, and they also enable detailed iter-
ative discussions of complex topics (Burgess 1986; Kvale 2008). Some
common key characteristics of in-depth qualitative interviews are: 1) pro-
jects using qualitative interviews build on a naturalistic, interpretive phi-
losophy, 2) qualitative interviews are extensions of ordinary conversations,
and 3) the interviewees are conversational partners (Rubin & Rubin 2005).
The conversational partnership aspect was emphasized in the present
study. The researcher and the interviewee develop a relationship - a conver-
sational partnership - that influences the interviewing process. The emo-
tions and the personality of the interviewer affect the interview situation.
The interviewer needs to be able to handle anxiety and fatigue, as a relaxed
interviewee makes for a thoughtful, rich interview. To achieve this objec-
tive, some aspects of the interview situation were considered in advance: 1)
being interviewed can confirm the interviewee’s status; 2) people might talk
openly in order to be helpful in solving a problem; 3) the interviewee might
believe that the interviewer will use the stories to help others; or 4) they
might want to tell “their side of the story”. All in all, trust is an essential
element in the interviewing situation and the interviewer should try to build
trust in all circumstances. Courteous and ethical behaviour is highly im-
portant in a conversational partnership (Rubin & Rubin 2005).

Although the emphasis was on qualitative in-depth interviewing, all the
informants were asked to answer three assessment questions using a quan-
titative scale. This provided the supporting quantitative data for the analy-
sis. The interview guide was designed for the first interview and was used as
a guideline by the interviewer. The aim was nevertheless to stay open to
anything that might come up and not to dictate the conversation with a
strict predetermined set of questions. Unstructured interviews have been
demonstrated to yield the densest data (Corbin & Morse 2003). The inter-
view guide included open questions, themes for discussion and the three
quantitative assessment questions. The open questions and the themes
evolved in the course of the data collection from interview to interview due
to the iterative nature of the research. The data collection and analysis were
done concurrently and iteratively. The analysis started immediately after
the first interview. The interview guide can be found in Appendix 1.

In strategic supplier relationships, in particular, interaction occurs on

many different levels and areas between the companies, for example in re-
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search and development, in logistics and in production. Therefore the in-
formants also represented different levels and areas of business operations.
Access to the case company was approached through MSys’s head of sourc-
ing, who was responsible for the company’s global sourcing management.
He named the main MSys informant for each dyad as soon as a dyad was
selected. The MSys main informant suggested the main informant from the
supplier company. These key informants were asked to suggest further in-
formants for informal discussions in order to obtain the most representa-
tive informants possible for exploring the phenomenon. This procedure
followed the idea of purposeful sampling (Kumar et al. 1993). Among the
interviewees were representatives from different levels and areas: from op-
erations to senior management and from purchasing and sales to manufac-
turing and engineering (see Table 7). Four of the interviews conducted at
MSys concerned more than one of the dyads. One of these MSys interviews
was conducted at the beginning and focused on the general context. Three
MSys interviews were done in the later phase of the field work with the aim
of asking the informants to compare two or three dyads of interest, while
still following the interview guide. These informants were actively involved
in these two or three dyads. One MSys informant was interviewed twice.
The number of interviews, their length, and the number of transcribed pag-
es for each dyad are presented in Table 8. The total length of the recordings
was over 16 hours and the total number of transcribed pages was 380. It
should be noted that some interviews at MSys concerned more than one
dyad and therefore the totals cannot be calculated by summing the columns
in Table 8.
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Table 7. Interviews conducted in chronological order

Interview | Company Position of interviewee Dyad(s) in
no focus
1 MSys tSiirrlli;)r Manager, Sourcing Opera- L2and3
2 MSys tSi((e)Illli;)r Manager, Sourcing Opera- 1
3 MSys Sourcing Manager, Operations 2
4 EMS1 g/[lgll\l/lager, Customer Focus Team, 1
5 EMS1 Project Manager 1
6 EMS1 Production team superior 1
7 EMS1 Account Manager 1
8 EMS2 Key Account Manager 2
9 EMS2 Business Unit Manager 2
10 EMS2 General Manager 2
11 EMS3 Key Account Manager 3
12 EMS3 Customer Contact Person 3
13 EMS3 Business Director 3
14 MSys Purchaser 1and 3
15 MSys tSi(:,)rlllisor Manager, Sourcing Opera- 1and 3
16 EMSz2 Production Manager 2
17 EMS2 Director of Business Development 2
18 MSys Production Manager 2
19 EMS3 Assistant Customer Support 3
20 MSys Head of Global Sourcing 1,2 and 3
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Table 8. Interviews conducted for data collection

No of inter- No of inter- Total length of | No of pages
viewees from viewees from | the interviews | transcribed
MSys EMS
MSys- .
EMS: 4 4 7h 7min 173
MSys- .
EM)ész 4 5 7h 57min 161
MSys- .
EM)S,3 4 4 6h 7min 164
Total 6* 13 16h 23 min* 380%

*) 4 interviews concerned more than 1 dyad, thus total cannot be calculated by
summing the columns

In addition to interviews the researcher used observations to collect data.
She visited the case companies 11 times during the six-month data collec-
tion phase. In addition to the interviews she participated in five company
meetings, and she had several informal discussions with company person-
nel. On all those occasions, observations were actively made and document-
ed in field notes. The field notes were refined into memos including de-
scriptions and possible explanations, and discussion related to the observa-
tions. At the beginning of the data collection period the observations were
more descriptive in nature, such as when one observes a social situation
and tries to record as much as possible, asking oneself the general question
“What is going on here?”(Spradley 1980). In the later phases of the data
collection the observations were more focused and selective.

In addition to interviews and observations, company internal documents
from the case companies were utilized. The collection of documents includ-
ed minutes of meetings, presentation materials from meetings, customer
survey results, action point lists, and company presentation materials. Pub-
lic archival data, including e.g. annual reports and press releases, were also
gathered and used.

3.5 Analytic process

The analytic process followed the grounded theory approach as presented
by Corbin and Strauss (2008) and as employed by several others (Isabella
1990; James & Wooten 2006; Maitlis & Lawrence 2007; Ashforth et al.
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2007; Jantti 2003; Kalliomaki-Levanto 2009). The most essential charac-
teristic of the analytic process was that the data and theory were constantly
compared and reflected on throughout the iterative phases of the data col-

lection and analysis. The analytic process is illustrated in Figure 3.

___,| Interviewing and recording cogbziwa‘t:)tzsil;l&gl . Writing Secon%ary
(20 interviews and 16+ hours) pany VISIts, ngs, research journal source data

interviews, informal

i discussions
Writing memo on the L
interview situation Field notes
Transcribing the interviews Writing memo
(376 pages) (11 memos, 20 pages)

Analysis of interview piece by
piece with memo writing (697
memos, 407 pages)

v

Concept analysis from memos
with quotations including
constant comparison

v

Updating the concept analysis
and generating categories

ore interviews for this

dyad?

Developing the integrative
diagram

v

Writing the descriptive and
analytic story of the dyad

More dyads to be
studied?

Developing propositions

Figure 3. Analytic process

The analysis started right after gaining the first access to MSys. The data
collection in the field was done during a six-month period starting in March
2010 and finishing in August 2010. The analytic process was intense and
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iterative during the same period of time. In the beginning phase of the anal-
ysis different analytical tools were tried out and the most appropriate tools
for this researcher and for this research were chosen. Analytic tools are de-
vices to promote interaction between the researcher and the data, which in
turn enables the researcher to understand the possible meanings present in
the data (Corbin & Strauss 2008). Analytic tools were chosen to probe the
data, to stimulate conceptual thinking, to increase sensitivity and to work
out alternative interpretations of the data as well as to enhance the free flow
of ideas. The analytic process is illustrated in

Figure 3. Memo writing became the first main analytical tool for the re-
searcher. Memos are a specialized type of written record that contains the
products of the researcher’s analyses (Corbin & Strauss 2008). In this re-
search memos were written after each occasion and the researcher returned
to the memos regularly. The second main tool comprised the lists of the
evolving concept and categories, which were posted on the wall for category
generation. The third main tool was an evolving integrative diagram organ-
izing the concepts and categories to illuminate the relationships between
them. The purpose of the memos, lists and diagrams was to facilitate the
analytic process.

The analytic process started with the memo writing right after the first in-
terview. The atmosphere, observations and upcoming ideas were written
down and interpreted in memos. The next step was the transcription of the
first interview. 15 out of 20 interviews were transcribed by the researcher
and five transcriptions were made by a research assistant. The interview
was then analysed piece by piece. For every piece of data in the transcrip-
tion a memo was written to analyse the data for concepts and to generate
categories. The generation of categories is described in more detail in chap-
ter 4 . After that the researcher went back to the transcription and memos
and prepared the first concept analysis for the dyad MSys-EMS1. Iterative-
ly, all the other interviews for the dyad MSys-EMS1 were analysed the same
way and after each round the concept analysis for the dyad MSys-EMS1 was
updated. Then, the first integrative diagram was drawn for dyad MSys-
EMS1. The purpose of the integrative diagram is to link the categories
around a core category and to refine and trim the results into a theoretical
construction (Corbin & Strauss 2008). For the MSys-EMS2 and MSys-
EMS3 interviews the same iterative analysis process was applied. Purpose-
ful sampling was used by constantly comparing data retrieved from inform-
ants with the iterative approach; the data collection, analysis and looking
for new informants all happened iteratively (Kumar et al. 1993). The satu-
ration effect was followed during the iterative process. The saturation effect
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meant in this context that fewer and fewer new relevant concepts were pop-
ping up in the interviews. It was decided to restrict the number of inter-
views to 20 in total. After all the interviews had been analysed a descriptive
and analytical story about each case was written. All the research data were
utilized in this phase and the data were also analysed for context and pro-
cesses. After that a cross-case analysis was conducted and the propositions
were developed. Due to all this intense work with the research data (inter-
views, observations, transcribing, memo writing, listing, drawing) the re-
searcher became very familiar with the data.

During the data analysis the categories and concepts along with their di-
mensions and properties were developed. Theoretical sampling was used as
a method to discover the concepts evolving from the data. Theoretical sam-
pling is a method of data collection where the concepts derive from the data
(Corbin & Strauss 2008). It is done in order to discover the relevant con-
cepts instead of testing or verifying predetermined concepts. Theoretical
sampling is cumulative in nature, each new data collection event building
upon the previous data collection and analysis and contributing to the next
data collection and analysis. Many reflective discussions with both academ-
ics and practitioners helped the researcher to test the concepts and to pro-
ceed with the research. The challenge in this kind of qualitative analysis is
to know and to decide when to finish. Theoretical sampling should contin-
ue until all the categories are saturated, meaning that no new or significant
data emerge and that all the categories are well developed regarding their
dimensions and properties (Corbin & Strauss 2008). The analysis was fin-
ished when the analytical story was compact and it “felt right”.

Atlas.ti software was used in the data analysis for storing the materials,
memo writing and linking the memos to quotations. Other software like MS
Word, PowerPoint, Excel, Visio and Zotero were used for creating different
research documents and databases. All the research material was stored
and organized electronically. However, the analytic process also included
many manual phases with numerous sketches and notes.
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RESULTS

The process of generating the categories and the results of the category gen-
eration will be described in this chapter in detail in order to provide trans-
parency and to convince the reader that a proper systematic, inductive, and
comparative analysis has been conducted and that the categories result
from the analysis. The analysis was guided by several ideas. We need to
interpret our data in order to analyze it, but analysis can go beyond inter-
pretation. We try to create conceptual tools to classify and compare the im-
portant and essential features of the phenomena we are studying. This
means a process of abstracting from the immense detail and complexity of
our data those features which are most salient for our purpose (Dey 2003).
When generating categories we need to “keep our eye on the ball” and re-
member that the categories have to relate to an appropriate analytic con-
text. At the same time the categories have to be rooted in relevant empirical
material. In generating categories we need to think systematically and logi-
cally as well as creatively. (Dey 2003)

Dey (2003) named several resources through which categories can be
generated. In this research the categories were generated on basis of infer-
ences from the data, the initial research questions, the substantive, policy
and theoretical issues, and imagination, intuition and the researcher’s pre-
vious knowledge. Developing the categories involved both much looking
forward towards the overall results of the analysis and much looking back at
the data.

In practice, categorizing means the transfer of bits of data from one con-
text (the original data) to another (data assigned to the category) (Dey
2003). In the present instance, the categories were developed through an
iterative analytic process, where an interview was transcribed by the re-
searcher and memos were written for every relevant "unit of meaning" in a
transcript. The relevant unit of meaning may have been a couple of words, a
sentence or a whole answer in the interview. The relevant unit of meaning

was conveyed by the content rather than the form. Memos were used here
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as a specialized type of written record that contained the outcome of the
analyses (Corbin & Strauss 2008). The purpose of the memos was to facili-
tate the analytic process by thinking, writing and challenging one’s creativi-
ty to find similarities with and differences from the previous data and find-
ings and to think further about all the different alternative explanations. In
the memos, the data and earlier experience were combined in the analysis.
In total, 758 memos were written during the research process. A research
journal describing the chronological progression of the research was kept
throughout the process. 746 memos analysed the interview transcripts
piece by piece and 11 memos documented and analysed the observations
made during the company visits, meetings, interviews and informal discus-
sions. A total of 459 pages of written memos were included in the analysis.
In addition, during the research process the researcher wrote several learn-
ing memos on the basis of peer discussions, meetings with her supervising
professor, the GT course and the IPSERA conference. In summary

Table 9 the numbers of different types of memos and the numbers of pag-
es they occupy are presented. Atlas.ti software was used for storing the
transcripts and for writing the memos, which enabled the linking of the

memos and quotations.

Table 9. Summary of the memos written during the research process

Memo type No of No of pag-
memos es

Memos with quotations analyzing the interview

transcripts piece by pi 746 425

pts piece by piece

Average no of memos and no of pages per interview | 37 21

Memos analyzing the observations 11 21

Research journal 1 13

After one interview transcript had been analyzed and all the memos relat-
ed to that interview transcript written, the next step in creating categories
was to go back to the memos with the quotations and to analyze them for
concepts and categories. The evolving concepts and categories were listed
on the basis of the analysis of the first interview. This iterative analysis with
transcription, memo writing and analysis performed for generating con-
cepts and categories was done for each interview separately, and the list of
concepts and categories was developed as a result of each round. Constant
comparison was central throughout the analytic process. The lists evolved
after each round and the lists with concepts and categories were posted on
the wall to better see “the big picture”. Manual writing and drawing were
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done in many phases to make room for creativity. Most of the manual notes
and sketches were later refined into memos and other electronic docu-
ments. The concepts evolved and developed during the process described
above and finally lead to categories for both supplier relational efforts as
well as for the factors affecting supplier relational effort. Table 10 and Table
11 illustrate the evolving concepts from the initial 1%t order concepts through
2nd order concepts leading to the categories. The tables do not include the

complete lists of the concepts but they show some representative examples.
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4 CATEGORY GENERATION AND RESULTS

Following this iterative process, recommended by Corbin and Strauss
(Corbin & Strauss 2008), the researcher browsed back and forth between
the data and the emerging concepts and categories. The analysis was done
concurrently with the data collection. As soon as concepts such as “custom-
er-focused internal development” and “quick response” began to emerge
from the data, the researcher noted them and used them to organize new
incoming data. The emerging themes were listed as concepts, and then
higher level categories were developed based on the most significant con-
cepts occurring in the analysis. In this way, for example, concepts like “ac-
tive communication”, “regular meetings” and “visits” were finally organized
under a category labelled “interaction”. 20 rounds altogether — one round
for each interview — of this time-consuming iterative analysis were per-
formed very consistently and in a highly disciplined manner. The research-
er became very familiar with the data during the intense period of field
work and analysis. The researcher also had the privilege of being able to
dedicate her solely to this research project during this period, enabling her
fully to focus on and at the same time to preserve the research environment
for creative and open-minded thinking and exploration.

The iterative analytic process for generating categories was first done for
dyad MSys-EMS1, then for dyad MSys-EMS2 and finally for dyad MSys-
EMSS3. In all cases the former categories were noted in organizing the new
data, but the concepts continued to be explored with an open mind. After
the analysis of the first dyad an integrative diagram was drawn. The inte-
grative diagram helped to illustrate the relationships and to discover logical
problems during the analytic process. The first versions of the integrative
diagram included the factors affecting the supplier’s relational effort, the
types of supplier relational effort and the outcome of the supplier’s rela-
tional effort. After the analysis of dyad MSys-EMS2 and that of dyad MSys-
EMS3 the integrative diagram was further developed. The final version of
the integrative diagram emerged out of a significant number of previous
versions, and it represented the summary of the research results (

Figure 5 in Chapter 5).

The category generation process resulted in the following categories for
supplier relational effort: 1) customer-focused operations, 2) customer-
focused internal development, 3) interaction, and 4) common development.
The most representative quotes from the interviews for each of these cate-
gories are presented in Table 12.

Based on the analysis, the factors affecting supplier relational effort were
categorized as follows: 1) strategy and objectives, 2) organizing, 3) compe-
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4 CATEGORY GENERATION AND RESULTS

tence, attitude and motivation on the individual level, 4) attractiveness of
the buying company, and 5) current relationship and interaction. The most
representative quotes for these categories are presented in Table 13. The
content of the categories will be discussed in more detail in the following

chapters.
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4 CATEGORY GENERATION AND RESULTS

Table 12: Representative quotes — the supplier’s relational effort

Category 1: Customer-focused operations

Customer- “[EMS1] has a relatively good key account model where they

focused organiza- | actively build our..., they are proactive, they want to under-

tion stand our strategy, they want to adjust their own strategy in
the key account model according to that [our strategy]...”
(MSys informant)

People work with | “It’s my duty to make sure that all the effort or changes is

a customer focus,
also taking into
account the wider
context and busi-
ness objectives

made to the product, to the customer... if a competitor comes
after the [MSys] product and they can offer a better deal then
[MSys] will lose some part of the market share and we lose as
well at the end of the day. So to me continuous improvement is
very important so that we can continue doing business with
[MSys] and [MSys] of course can keep their market share and
both parties win at the end of the day. “ (EMS informant)

“The reason why we want to put an effort into this customer
account... we see that [MSys] suits us well and we see that if we
make the effort and if we take good care of this customer ac-
count we will have a good opportunity to grow together and it
will benefit both of us.” (EMS informant)

Quick and effec- | "We have the kind of internal network that whenever and who-

tive response to ever receives a questions from [MSys] and whatever it con-

customer de- cerns we will answer within hours not days. Because normally

mand someone is really waiting for the answer it mustn’t take long at
our site to answer.” (EMS informant)

Customer- “T've always believed that you have to make improvements on a

specific develop-
ment initiatives
from daily opera-
tions

day-to-day basis. If you have achieved 98% or 95% productivi-
ty you still have to go and improve on that, because the market
is so competitive. If you don’t start working today you don’t
have a better future. You have to reduce the time spent. You
need to increase productivity. You need to reduce the scrap
factor. You need to reduce the yield loss so that you are up to
the market and... So for me we have to improve [productivity]
and then we can give a discount at the end of the day to
[MSys]. [MSys] can definitely make more money or they can
maintain their market share.” (EMS informant)

Proactive actions

”... then, of course, there are a lot of these quality and devel-
opment issues where we try to be very active on the assump-
tion that it will benefit both of us in some phase...” (EMS in-
formant)

“... what I see is that [EMS staff members] do quite a lot of
manual work to correct our forecast. It’s a kind of development
work which is unpaid and they do it voluntarily... Of course it
saves their time and effort as well if they do it properly and
deliveries run better and we are more satisfied. But it is kind of
extra which others do not do...” (MSys informant)

Reporting

“...it[reporting] is actually based on needs... So far whatever
information we’ve been asked for we have prepared a report
about it. It’s kind of the extra...” (EMS informant)
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4 CATEGORY GENERATION AND RESULTS

Significant
amount of com-
petent human
resources as-
signed to buying
company

“In principle — what I do — it hasn’t been sold to customer —
because what I do is that I make sure the customer account
gets what it expects and I develop it so that we will be able to
offer the type of services they need...” (EMS informant)

Observations from several meetings. (Researcher)

Category 2: Cust

omer-focused internal development

Customer-
focused internal
development

“We have [internal development] projects aiming at improving
production efficiency, but we approach it so that we take one
customer team at a time and we consider what we can do here
specifically for this customer.” (EMS informant)

“We also set internal targets on improvements that we want to
reach, we know that we are under constant cost pressure, we
know that in the end of the day [MSys] is asking us for costs
down that we have to achieve. What we do during the year we
make regular efforts to get our costs, manufacturing costs
down, to get leaner, so that by the end of the year it is not a
situation where we have to haggle to give [MSys] a cost down,
but it’s actually something we have achieved that we can say ok
this is what we have achieved over the year, this is what we can
give you. This goes into the cost of the components that you
are buying as well as in getting production times down while
maintaining quality.” (EMS informant)

Key persons
communicate
customer needs
internally

”...in meetings [with MSys] we gather comments and infor-
mation and we have our [internal] weekly Customer Focus
Team meetings where we browse through the comments and
feelings registered during the week; now the customer is dis-
satisfied with these and these issues and now we get thanks for
these and these issues...” (EMS informant)

Frequent open
discussions with
buying company
about needs and
ideas on all levels

”... one of the things is that we have a common plan — we go for
it. There are lots of things related to the plan... different meet-
ings and discussions with them [MSys personnel]. But more
importantly we have generated the plan together, we go for it,
we update it and we follow where we are...” (EMS informant)

“The processes... we have made development efforts... we have
a process engineering team in place which regularly looks into
the manufacturing processes and gives feedback to [MSys].”
(EMS informant)

Customer satis-
faction survey
driving internal
development
process

“We do a customer satisfaction survey process every year with
each of our customers and generally we get them back all of
them and we look at them very carefully to see what kind of
feedback we get. It’s on a scale 1 to 10, the rating 10 being the
best and then there is an area for comments and we look at
what kinds of comments we get, positive and negative, and for
a score below an acceptable level then we will actually institute
corrective action to address whatever issues are raised by the
customers and bring our customer satisfaction level with that
particular customer back to an acceptable level.” (EMS in-
formant)

Common action
point lists for
follow-up and

Observations from several meetings and company internal
documents
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4 CATEGORY GENERATION AND RESULTS

communication

Category 3: Interaction

Lot of “doing
together”

“[Cooperation is] tight and active... on the operational level
also cooperation is really good. It’s kind of doing together —
and on both sides there is no problem that things wouldn’t
have been done... I'm very happy to have a customer account
like this — the things work enormously well with them...” (EMS
Informant)

Very active inter-
action and open
discussions on all
levels

“T have had - already for a long time — a weekly phone meeting
with my contact person at the supplier site and we browse
through certain acute issues, problems, clarifications, as well
as delivery plans... there has been a clear benefit...” (MSys
informant)

”... there is really a lot of cooperation going on — some of us
meet [MSys] people probably every day and in addition to that
we even have a couple of people from our R&D unit working
inside [MSys] engineering... So we have contacts very far and
wide...” (EMS informant)

”Yet we were still capable of working together to achieve a
result, to reach a conclusion in fairly short time. That’s why I
say we have a very straightforward way of working with each
other and at the end of the day it yields results. You have to be
capable to it. I mean if you are not capable to going straight to
the point then you might have a problem but we here actually
think that it’s the right way to do things.” (EMS informant)

“So what happened was we worked together very openly, we
applied the open approach, we let them review, we do the
evaluation per their request, what kind of setting, what evalua-
tion they want us to do, we shared the data, we shared what
has been going wrong, what are the changes in terms of pro-
cess, if have, or what other changes there is. So we share all
about this and finally we also share with them our finding and
eventually because of this open approach we're finally able to
more or less come to a conclusion and find out where the root
causes are.” (EMS informant)

More formal in-
teraction — in-
formation sys-
tems for sharing
information

Observations from meetings and company internal documents

Mainly via e-mail
and phone - little
open discussion

“There are fewer face-to-face meetings today than there used
to be... issues are asked and answered mainly via e-mail and
the phone...” (EMS informant)

Visits

”... we have done kind of PR work here... we have visited them
[EMS company] and they [EMS personnel] have visited us
[MSys]...” (MSys Informant)

Regular meetings

”... s0 we [MSys and EMS personnel] have these weekly meet-
ings and then meetings related to different themes - like quali-
ty meetings... then they [EMS personnel] visit us for example
to tell our R&D people about manufacturability...” (MSys In-
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4 CATEGORY GENERATION AND RESULTS

formant)

Category 4: Joint development

Planning the
future together

”... [Planning the future together] is on a fairly good level and
it is done from our CEO level downwards and the same thing
at their [EMS’s] site. Both CEOs are committed to regular half-
year sparring to ensure we are going in the right direction...”
(MSys Informant)

Product devel-
opment together
with the custom-
er

“Last year [EMS] participated very heavily in the development
of a new [component] and... it was very positive... as a matter
of fact they used their own time, time of their sourcing and
time of their cooperation partner - we did not receive any in-
voice for it. We developed a totally new model of the [compo-
nent] together.” (MSys informant)

Lowering costs -
development
projects

“We are also actually working together with our sourcing team
to try to find a better source, a better price so that both parties
can at the end of the day benefit from it in terms of bringing
down the product cost. So that we can share a better profit at
the end of the day.” (EMS informant)

Developing man-
ufacturability

”... very many of our people [MSys] visit them [EMS] in the
proto phase or in the manufacturing phase... to see how the
products are manufactured and to develop production togeth-
er... “ (MSys Informant)

Process develop-
ment

”... in the case where some [manufacturing] process stage is
inconvenient or e.g. employee’s arm gets sore due to some
working method they [supplier personnel] very actively devel-
op some sort of aid and then they suggest it to us and we eval-
uate it here and if it is good we allow them to make the
change...” (MSys Informant)
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4 CATEGORY GENERATION AND RESULTS

Table 13: Representative quotes - factors affecting the supplier’s relational

effort

Category 1: Strategy and objectives

Good fit
Matching ex-
pectations

”... they [EMS1] are proactive, they want to understand our
strategy, they want to adjust their own strategy... In my opinion
it is a company which has a clear strategy in relation to us...”
(MSys informant)

... the reason why we put effort on this account... we see that it
[MSys] fits well for us and if we put the effort and if we do the
right things we have a good opportunity to grow together and
both of us benefit... I guess no one in business makes an effort
without expecting some return in some time frame. ... we ex-
pect and are waiting for [MSys] business to grow, [MSys] has
something special that fits in very well with us... we know this
and we have analyzed what kind of suppliers they have today...
They also see that we fit in with them, their needs... Some busi-
nesses will be consolidated in the future and by putting our best
effort into this account we might be the one to whom the busi-
ness will be consolidated... there is a big difference — it [busi-
ness] either grows some or it declines dramatically.” (EMS in-
formant)

Category 2: Organizing

Customer- Observations and company documentation

focused organi-

zation

Customer- “We have assigned these customer focus teams to key customer
assigned teams | accounts and [MSys] is absolutely one of the top ones there.”

(EMS informant)

Clear processes
and roles

”...if I think how it is to work and interact with [EMS1]... it’s
very easy. The [EMS1] contact persons are "on the same wave-
length” — they get it right away... and in my opinion they have
provided us with a clear picture of how they work. I have a clear
picture of how they take care of our account.” (MSys informant)

Category 3: Competence, attitude and motivation on the individual level

High motiva-
tion to serve the

“It’s my duty to make sure that all the effort or changes is made
into the product, to the customer...” (EMS informant)

customer
“It’s an honor to be able to serve the customer.” (EMS inform-
ant)
Good under- “The reason why we want to put an effort into this customer
standing of the | account... we see that [MSys] suits us well and we see that if we
big picture make the effort and if we take good care of this customer account

we will have a good opportunity to grow together and it will ben-
efit both of us.” (EMS informant)
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4 CATEGORY GENERATION AND RESULTS

High interest to
develop on all
levels

” ... [Planning the future together] is on a fairly good level and it
is done from our CEO level downwards and the same thing at
their [EMS’s] site. Both CEOs are committed to regular half-year
sparring to ensure we are going in the right direction...” (MSys
Informant)

“The [MSys] service and product portfolio —we have good com-
petence and good opportunities there to develop our own opera-
tions further as well.” (EMS informant)

Positive atti-
tude to chal-
lenges

Observations from meetings and discussions

Category 4: Attractiveness of the customer

Large and in-
creasing sales
volume

“...the scale and the scope of the businesses are big and very
interesting. Our business relationship is [EUR] per year right
now and there is potential for that to be 2- 3 times bigger if we
can move forward with some of the other initiatives we are look-
ing at. So there is definitely the size of the customer with a lot of
growth potential still...” (EMS informant)

“...we expect and are waiting for [MSys] business to grow,
[MSys] has something special that fits in very well with us... we
know this and we have analyzed what kind of suppliers they have
today... They also see that we fit in with them, their needs...
Some businesses will be consolidated in the future and by put-
ting our best effort into this account we might be the one to
whom the business will be consolidated... there is a big differ-
ence — it [business] either grows some or it declines dramatical-
ly.” (EMS informant)

“Caring cus-
tomer”

“... the fact that [MSys] understands that its supplier has to
make a profit as well in order to be successful in the long term.
With [MSys] we have, what I would say, is a customer who is
reasonable in their demands. It is not that [MSys] only says do
whatever you want - [MSys] knows exactly what they want, but
[MSys] understands the business and has reasonable demands.
They are tough but they are reasonable.” (EMS informant)

Easy and open
communication

“We know a lot of people there [at MSys]. There is a great inter
linkage on all levels between engineers and quality and senior
executives. We just know each other very well and it makes it
easier to pick up the phone and do business together and solve
problems when they come up. And I think it really is a spirit of
long-term partnership that we have between [MSys] and [us].
It’s one of the best we have and that’s good for both sides and
hopefully they value that as much as we do.” (EMS informant)

“But the thing is that as a partnership we work very closely, the
lower level work very closely and the upper level management
works very well as well. And it’s a kind of no hidden agenda
where there is a very open book, all these kinds of things where
we share information so that we can enjoy a better relationship,
including both parties and it’s a win-win situation.” (EMS in-
formant)
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4 CATEGORY GENERATION AND RESULTS

Easy-going
cooperation

“Tt is really goal-oriented. We don’t lose a lot of time lingering in
the past and that is — beat managing problems, being managing
changes in the production line that we have to do, increasing or
decreasing production capacity. So I think it is — I see it as an
easy way to work when it comes to how the work has to be done.
It is not easy work that has to be done but the way we work to-
gether is fairly easy, fairly straightforward. We have a team in
place here as well as in [MSys] that understand each other very
well, they get along very well.” (EMS informant)

Category 5: Relationship and interaction

Common histo-
ry with success-
es

”... there have been significant product transfers... we trans-
ferred a really significant amount of items from one supplier to
another and it required a lot of work from them to run up the
production... It was a challenging project — for both of us... but
we made it work... I think they have managed well with the co-
operation and development work considering the challenges
along the way...” (MSys informant)

People know
each other well

“We know a lot of people there [at MSys].” (Supplier informant)
“I’know a lot of people there [at Supplier].” (MSys informant)

Observations from meetings and discussions

Easy and open
interaction

“We know a lot of people there [at MSys]. There is a great inter
linkage on all levels between engineers and quality and senior
executives. We just know each other very well and it makes it
easier to pick up the phone and do business together and solve
problems when they come up. And I think it really is a spirit of
long-term partnership that we have between [MSys] and [us].
It’s one of the best we have and that’s good for both sides and
hopefully they value that as much as we do.” (EMS informant)

“But the thing is that as a partnership we work very closely, the
lower level work very closely and the upper level management
works very well as well. And it’s a kind of no hidden agenda
where there is a very open book, all these kinds of things where
we share information so that we can enjoy a better relationship,
including both parties and it’s a win-win situation.” (EMS in-
formant)

Lot of interac-
tion in different
forms

Observations from meetings and discussions, company internal
documents

“Doing and
developing
together”

Observations from meetings and discussions

“...very many people from us [MSys] visit them [Supplier] in the
proto phase or in the manufacturing phase... to see how the
products are manufactured and to develop production together...
“(MSys Informant)

In appendices 2, 3 and 4 the three dyads are explored in detail. The story-

line in the dyad explorations has been organized according to the catego-

ries. Each dyad is described in rich detail, starting from an exploration of
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what kind of supplier relational effort exists in the dyad. Supplier relational
effort is categorized as mentioned above. The factors affecting supplier rela-
tional effort are discussed in next part of the explorative story following the
categorization. Finally the impact of supplier relational effort is described
for each dyad. The storyline of the exploration of the dyads is illustrated in

Figure 4. The dyad explorations will further open up the different categories
for better understanding, and they also act as a good platform for the theory

development to follow.

4 N

Supplier relational effort

- Customer-focused operations

- Customer-focused internal development
- Interaction

- Joint development

Y
AN

Factors affecting supplier relational effort

- Strategy and objectives

- Organizing

- Competence, attitude and motivation on the individual
level

- Attractiveness of the buying company

- Current relationship and interaction

Impact of supplier relational effort

Figure 4. Dyad exploration storyline
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5 THEORY DEVELOPMENT

In this chapter, the three dyads will be discussed and compared further in
order to develop theory. Propositions based on the research findings will be
presented. First, the supplier’s relational effort will be discussed in order to
answer the first research question “What kind of relational effort does the
supplier make that creates value for the buyer?”(Chapter 5.1 ). Then, the
factors affecting the supplier’s relational effort will be discussed and propo-
sitions will be formulated in order to answer the second research question
“Why does the supplier make relational effort?”(Chapter 5.2 ). In chapter
5.3 , the impact of the supplier’s relational effort will be discussed and fur-
ther propositions will be formulated. This theory development chapter will
be concluded with the summary of the results.

5.1 Supplier relational effort

The amount of the supplier’s relational effort was assessed by the inform-
ants in each dyad. According to MSys, EMS1 was making the most effort
(5.2 on the scale of 1-7), EMS2 was making the second most effort (3.8) and
EMS3 was making the least effort (2.2). The supplier informants gave high-
er assessments of the amount of supplier relational effort than the MSys
informants. The biggest difference in the assessments between MSys and
the supplier was in the dyad MSys-EMS3, where MSys gave a score of 2.2
and EMS3 a score of 5.6. The high score given by EMS3 may reflect the high
amount of operational issues that had to be solved and high motivation to
serve the customer in operational issues. At the same time MSys did not see
much development taking place in the relationship and saw that a lot of
effort was spent on operational work. Also, based on the other evidence in
the research data, EMS1 was making the most supplier effort, EMS2 the
second most, while EMS3 was making the least effort in the relationship.
Supplier relational effort in the three dyads is summarized in Table 14. Only
the most significant examples of relational effort in each category are listed
and compared. In the following sections the supplier’s relational effort in
these three dyads will be compared in more detail.

62



SASIA
X 0] PaUSISSE S92IN0SAI UeWINY Jus}adurod Jo Junoure JUedYIUSIS LT
(eanenul
(Bur umo 10 3senbai ewoy
-y10dai [eurioy) x -snod uo paseq sunaod
-91 palo[Ie], "[oul) X Sunaoday ‘9T
(SASIN (sotued

0] 9[(ISIA SS9) X

-uI0d 1}0q 0 J[qISIA) X

mw—QEme [BI9A9S - SUOIJOR 9AIJOROIJ ‘61

SuoIeId
-do A[rep jo 1no asuie seanrenul Juswdo[aasp oyroads-1owolsn) ‘1

PUBWP I9WIOISTD) 0} 3SU0dSAI SAIIORY Pue YOIy “S'T

SOAT}OS(O SSAUISTI(| PUE }X9}UO0D I9PIM I} UOT}
-RI9PISUOD OJUI SUNYE) OS[E ‘SO0 JSWO0ISND B (M YIoMm 9[d0d{ "g'T

uonezIueSIo PpaSNd0J-Iawolsn) ‘T'T

suonerado pasnooj-Iaurolsn)

‘T

ESINH-SASIN

SSINH-SASIA

ISINA-SASIN

110539 euoneda s aa1ddng

SpeAp o1 ul 110} [euonepaa s orddns oy, ‘b1 9[qe L

63



(suonouny jua
-I9JJIp 10] ‘quenbaiy) X

sSuneow 1e[n8ay '9°¢

(AusoweSeuewr) X

(S[eA9] [[e uo) X

SHUSIA "§°¢

uoIssndsIp uado a[N| - duoyd pue [rew-o eia A[urejy ‘v°€

UOTJBULIOJ
-ul SULIRYS J0J SUI9ISAS UOIRULIOJUL — UOIORISIUI [RULIOJ SIOIA “€°E

S[9AJ] [[® UO UOISSNOSIP Uado pue UONIBIAUI JATIOR AI9A "'

Jo1e80) Sutop,, J0 107 ‘T'C

uonoeIU]

(poasn A[pAne) X

uoneduUnNUIIod pue dn-mof[oj 10§ sisij Jutod UOTOR UOWWO) V'

$S90
-01d JuawWIdO[oAIP [BULIDIUIL SOALIP ADAINS UOIDRISIIES JouWolsn)) ‘€3

SseapI pue
SPaaU INOqE S[OAI] [[B U0 SASIA YIMm suolssnosIp uado jusnbai] ‘'

(AjpAT108) X

\m:mawuﬂm SPoall JoWI0ISTIO 9}edTUNUW WO suostad %QVH ‘'S

[2A9] Aue uo sod
-UIBXd MAJ AIOA

[PA9]
[euonerado a3 uo
A[reroadss aqIsIA

S[PA9[
[e U0 o[qIsta ATYSIH

U2 dO[IAIP [BUIIUI PISNI0J-ISUI0ISN)

‘c

64



96

z‘c

6
8c
S

0‘9
2§
9‘s

SjuRULIOJUL SN JO (L-T 9[edS) $91008 93RIoAY
SJURULIOJUL SASTA] JO (£-T 9BdS) $2100G d5eIoAy
PeAP d1[3 UI SJUBRULIOJUI [[B JO (Z-T 9[e9S) S9I00S 93RIDAY

SJUBULIOJUT AQ PISSISSE 1I0JJ3 [euone[d.1 11jddng Jo junoury

Juowdo[PAdp ssa001d St

Apqernyoejnuew Surdopasq v

s109(01d yuswrdo[easp— umop 150D €%

Jow0)SNd 9} [IIM J91[31230} Juswido[aAsp 1pnpold g

Jo1a801 aaning oty Suruueld '

PpoImoexe Apuspusd
-opul a10w 1nq
sojdurexs awog - x

Joya8
-01 Surop,, yum reards
JATYISO{ - S[OAJ] [[e U0
9ATIOR pUR J[qISIA - X

Juowdopaasp urop v

65



5 THEORY DEVELOPMENT

5.1.1 Customer-focused operations

In all the dyads the supplier had personnel assigned for taking care of the
MSys relationship. In all the dyads the supplier company had a customer-
focused organization and the overall attitude and atmosphere in the suppli-
er companies was customer-oriented. On the strategic level the supplier
companies were interested in developing the relationship with MSys and a
lot of effort was observed in all cases. The operational personnel of the sup-
plier companies seemed to be very customer-oriented as well. They were
willing and able to put effort into serving the customer and they were able
to respond quickly. Thus, in this meaning, effort at customer-focused oper-
ations was visible in each dyad.

But there were also notable differences between the dyads in customer-
focused operations. In the dyad MSys-EMS1 and MSys-EMS2 the opera-
tional personnel tended to think about the relationship and business in the
relationship from a wider perspective. They thought about the connections
between their work and overall business development in the relationship.
They noticed the importance of the customer relationship as a part of their
own company’s business success. This seemed to be one of the drivers of
high effort on behalf of the customer. Their effort included quick and pro-
fessional response, proactive actions as well as constant efforts to develop
business operations. In the dyad MSys-EMS3 the operational staff was also
willing to put an effort into serving the customer in daily business opera-
tions. But they did not express concern about the wider business context.
They were concentrated more on fulfilling their daily duties and they did
not talk about development efforts or their future expectations of this rela-
tionship.

There was also a noticeable difference in the attitudes taken by the opera-
tional personnel in a changing customer demand situation. In dyads 1 and 2
the discussion emphasized the different efforts — direct effort as well as
development efforts in order to better react to customer demand in the fu-
ture - they would make to meet changing customer demand, whereas in the
dyad MSys-EMS3 the discussion focused more on how challenging and
troublesome they experienced changing customer demand to be. In the dy-
ad MSys-EMS3 a lot of effort was put into actions related to the expediting
of deliveries. This might partly explain the difference in flexibility which the
customer had noticed; in the dyad MSys-EMS1, the supplier was far more
flexible in their operations than the supplier in the dyad MSys-EMS3. This
difference may also be related to the rigidity of the operations management
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5 THEORY DEVELOPMENT

procedures and systems in the case of both supplier and MSys. Hence, even
when individuals in supplier companies are willing and able to “do their
best” and to “stretch themselves to serve the customer well” the result of
that effort can differ due to other factors. The service level experienced by
MSys was best in MSys-EMS1, somewhat lower in the dyad MSys-EMS2
and lowest in the dyad MSys-EMS3.

If we compare the proactivity of the suppliers in these dyads, proactive ef-
forts on the part of the supplier were clearly evident in the dyad MSys-
EMS1. The supplier informants actively participated e.g. in correcting fore-
casting and in monitoring inventory levels and materials availability. The
need for proactive actions as well as the results of such actions were com-
municated mainly in the regular meeting. Proactive efforts were also visible
in the regular and active interaction with the customer.

In the dyad MSys-EMS2 the supplier company described several different
types of proactive effort. The MSys informants took a slightly different view
in some cases and, according to some examples, the actions in question
were more reactive than proactive in their nature. This may also reflect the
challenge of long distances, where it is more difficult for the supplier to
make their internal efforts visible to the customer. In the dyad MSys-EMS2,
the MSys informants also described positive development in terms of recent
supplier proactive actions.

In the dyad MSys-EMS3, proactive actions were mainly related to the ex-
pediting of deliveries. This is not really the type of effort sought in this
study, as it is related more to daily business routines where the aim is to be
able to deliver on time no matter who the customer is. The need for con-
stant expediting may indicate that the processes and operations are not well
managed, and thus the need for control is considerable. In the dyad MSys-
EMS3, the amount of proactive actions in the form of supplier relational
effort was minimal.

Reporting is included as one type of relational effort in this category. In
MSys-EMS1 a lot of tailor-made reporting is done based on customer de-
mand and also based on the supplier’s own initiative. The supplier company
is very competent in providing customized reports on customer demand,
and basically they report anything the customer wants. EMS1 carries out a
customer satisfaction survey. However, they also thought that the informal
meetings would be good situations for open feedback as such meetings al-
low the supplier to react immediately instead of once a year, hence their
view that informal situations are more efficient in developing customer sat-

isfaction than an annual customer satisfaction survey.
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5 THEORY DEVELOPMENT

In the dyad MSys-EMS2, a lot of formal reporting occurs due to the chal-
lenges associated with manufacturing a delicate product. Performance indi-
cators are also in use and communicated. The supplier company is compe-
tent in reporting and they also use performance indicators in the manage-
ment and development of their business operations. The supplier’s report-
ing appears to be functioning well according to the agreed procedures.

In the dyad MSys-EMS3, there was no reporting that would be actively
monitored and used in the management or development of business opera-
tions or the relationship.

In the MSys interviews the importance of a committed and competent
contact person was highly emphasized. There were examples where a
change of a supplier contact person had significantly improved the custom-

er focus.

5.1.2 Customer-focused internal development

Customer-focused internal development was one category of supplier effort
found in this study. There were big differences between the dyads in the
effort made in this category. Most of this kind of effort was seen in the dyad
MSys-EMS1, where a customer-focus was highly present in all discussions
and actions. The supplier company in the dyad MSys-EMS1 had already
been practising a customer-focus in their operations for several years. De-
spite several organization changes along the way a customer focus was
again a very important driver of all the company’s operations and develop-
ment efforts. This was noticeable in both the interviews and observations. A
customer focus was highly present on the strategic level of development
plans and visions as well as on the operational level of development actions.
Both the global key account manager and customer focus team manager
were interacting closely with the customer and they were the important
links between the customer’s expectations and the efforts at bringing a cus-
tomer focus to bear in the company’s internal development. In this dyad
both of these contact persons were highly competent and motivated, and
played a central role in the overall development of the relationship. In the
dyad MSys-EMSi1, all the supplier interviewees were well aware of the cus-
tomer’s importance and its connection to the various internal development
efforts already made and those planned for the future. In sum, in the dyad
MSys-EMS1, it was concluded that the people at MSys were interacting ac-
tively with their supplier’s people, including face-to-face, which is a context
where it is also natural to discuss problems, expectations and development
ideas in informal situations. In the dyad MSys-EMS1, MSys and the suppli-
er used action point lists in their regular meetings to support continuous
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5 THEORY DEVELOPMENT

development efforts. There is a good understanding of the importance of
competitiveness in the market, and this leads to internal efforts to run op-
erations more efficiently and effectively.

In the dyad MSys-EMS2, internal development efforts were discussed a
lot in the interviews both on the strategic and operational levels. There is a
clear will to develop the business and its operations continuously. Many
development efforts relate to customer needs and expectations. The suppli-
er company controls quality and efficiency with their internal KPIs, which
are also a tool for finding issues for continuous development and improve-
ment. The requirement of competitiveness was stressed on many occasions.
Different internal development efforts have been made and planned in or-
der to be more competitive. In the dyad MSys-EMSz2, the supplier company
has established a customer relationship programme in order to develop
their key customer relationships. The aim is to increase market awareness
as well as to better understand the customer’s business and to get to know
the company, processes and people. It is about “getting to know each other
on all levels — getting to know the customer”. This is a bigger challenge in a
relationship like this where the geographical distance between the buyer
and the supplier is very long. In this case it is the supplier who is putting the
effort into enhancing the systematic development of the relationship.

The supplier in the dyad MSys-EMS2 has put a lot of effort into internal
development and the main driver is the requirement of competitiveness.
The indirect impact of a customer focus was present and this was well un-
derstood. There were fewer regular meetings and face-to-face contacts in
the dyad MSys-EMS2 than in the dyad MSys-EMS1, which leads to situa-
tion where there are fewer natural arenas for free discussion on develop-
ment needs, ideas, and initiatives.

In the dyad MSys-EMS3, the supplier’s effort in this category differed
widely from that in the dyad MSys-EMS1 or dyad MSys-EMS2. On the stra-
tegic level discussions had occurred and EMS3 was positive but careful
about future possibilities. Not many internal development efforts were
mentioned in the discussions, and the motivation and desire for customer-

focused internal development seemed to be missing.

5.1.3 Interaction

In the dyad MSys-EMS1, the interaction between the companies is very ac-
tive. Both companies coordinate their interaction and “do things together”
actively. They have regular meetings under different themes and action
point lists are used in order to agree, communicate and achieve common

goals. The interaction in meetings is active and open discussion is support-
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ed. The supplier company participants were well prepared for the joint
meetings. During the research period, people from these companies met
each other at least once a week. The distances between the main locations
are relatively short and participation in meetings is therefore quite easy to
arrange. In sum, many different people from MSys visited the supplier and
vice versa. Manufacturing staff members from the supplier company had
also visited MSys to get to know the people, company and products better.

In the dyad MSys-EMS2, the interaction included quite a lot of formal in-
formation sharing and more formal interaction procedures than in the dyad
MSys-EMS1. The companies had agreed specifically on the process and con-
tent of this kind of information sharing. The supplier strictly obeyed what
had been agreed and they were interacting actively as agreed, but they were
not acting very spontaneously or proactively. The interaction was maybe
more formal in its nature in this dyad than it was in the dyad MSys-EMS1.
On the other hand on the management level the relationship was described
as professional, goal-oriented and consisting of two proactively involved
parties. There were some differences in how the interaction was experi-
enced by different individuals.

All this might be due to the long distance between the companies and to
the demanding assembly and the nature of the delicate product, which re-
quires systematic and strict reporting procedures. Information systems and
information sharing applications are in use in this interaction. People also
visit each other despite the long distance. The supplier company has budg-
eted money for travel as a part of their CRM programme. During the re-
search period several visits were made by the people at MSys and vice versa.
On the operational level they have weekly conference calls.

The differences between the dyads MSys-EMS1 and MSys-EMS2 can be
summarized as follows: in the dyad MSys-EMS1, the interaction included
more face-to-face meetings, which created a platform for open discussions
and for “doing together”. The interaction in MSys-EMS1 was more active
and more informal in its nature than that in MSys-EMS2.

In the dyad MSys-EMS3, there was active interaction on the operational
level and it was fluent between the parties. There had been no face-to-face
meetings on the operational level recently. All the interaction happened via
phone or e-mail and it was of the “question and answer” type of short dialog
undertaken to meet the companies’ respective daily responsibilities. There
were no natural situations for open discussions in that phase. On the strate-
gic level there had been some informal meetings for discussions concerning
future prospects. Some meetings between key accounts had been arranged
due to the need to resolve urgent issues. No other visits were arranged dur-
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5 THEORY DEVELOPMENT

ing the research periods. The informants also indicated that all the regular
meetings had ended. Hence, in the dyad MSys-EMS3, interaction between
the companies was present but it mainly concerned operational day-to-day
issues or it occurred due to problems. The amount of interaction engaged in

for any further purposes was minimal.

5.1.4 Joint development

In the dyad MSys-EMS1 joint development is evident on all levels of both
organizations. It was a positive spiral where active interaction and active
“doing together” lead to joint development efforts as well.

In the dyad MSys-EMS2 development is done more independently in the
supplier company. Although EMS2 is very customer- and development-
oriented, their development efforts and actions are nevertheless quite inde-
pendent of MSys. However, a number of joint development efforts are made
as well. The progress of development actions is communicated between the
companies. In the dyad MSys-EMS2 development efforts are suggested and
monitored together more than they are actually made together. Thus joint
development is more intense in the dyad MSys-EMS1 than in the dyad
MSys-EMS2.

In the dyad MSys-EMS3, there has been discussion on the strategic level
for possible joint development efforts. On the other levels there are only
minimal signs of such efforts. The informants did not show enthusiasm for
joint development.

Component availability was discussed in all cases and seemed to be a real
challenge in a market situation where the economy had started to recover
from the recession. During the recession component manufacturing capaci-
ty had fallen so that when demand started to rise again component delivery
times lengthened and the component buyers started to worry. This could
lead to overlarge orders, and there was also the risk of a bullwhip effect in
the market at that moment. It was noticeable that while all the informants
in this study were concerned about component availability, the solutions
discussed mostly concerned how to achieve more precise and longer fore-
casts, longer delivery times and bigger buffer stocks. There was very little
discussion related to any other developmental possibilities that might im-
prove the efficiency of the supply chain, e.g. shorter lead times, modularity
of products or co-operation with customer sales or with end-customers. The
development of the supply chain as a whole was not widely discussed in the
interviews or meetings.

The findings discussed above can be summed up in the following proposi-
tion, which also provides an answer to the first research question, viz.
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5 THEORY DEVELOPMENT

“What kind of relational effort does the supplier make that creates value for
the buyer?”

Proposition 1. Supplier relational effort that creates value for the buy-
er includes customer-focused operations, customer-focused internal devel-

opment, active interaction and joint development.

The comparison of the dyads illustrates the fact that supplier relational ef-
fort can differ significantly from one strategic supplier relationship to an-
other. From the MSys perspective the interesting question is why. We will
continue development of the theory and try to answer this question by ex-

plaining the factors affecting supplier relational effort.

5.2 Factors affecting supplier relational effort

It can be further summarized that in the dyad MSys-EMS1 the level of sup-
plier relational effort was high. In the dyad MSys-EMS2 the level of supplier
relational effort was moderate and in the dyad MSys-EMS3 the level was
low. To continue the analysis, the factors affecting supplier relational effort
in the three dyads is presented in Table 15. The same table also summarizes
relationship performance. Propositions 2-8 are formulated on the basis of
cross-case analysis, comparing the level of supplier relational effort, the
factors affecting that effort and relationship performance. Table 15 summa-
rizes the factors affecting supplier relational effort and relationship perfor-

mance and also indicates the corresponding proposition number.
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5 THEORY DEVELOPMENT

5.2.1 Strategy and objectives

In the dyad MSys-EMS1 the companies showed good strategic fit. The con-
cept of strategic fit was used by the interviewees, and is defined here as fol-

lows:

Dy: Strategic fit is a situation where the strategic plans and expecta-
tions of the organizations are in alignment and the resources and
capabilities of the organizations are adequate for implementing
the strategic plans.

The concept of strategic fit has been widely discussed in the literature. Ven-
katraman (1989) presented a conceptual framework for strategic fit in
strategy research. The framework offers six different perspectives on strate-
gic fit; fit as moderation, fit as mediation, fit as matching, fit as gestalts, fit
as profile deviation and fit as covariation. The concept of strategic fit as
used by the interviewees is closest to Venkatraman’s fit as matching. The
supplier company had a clear strategy and objectives and they were actively
communicated to the customer as well as internally. In the dyad MSys-
EMS1, all the informants seemed to be well aware what the overall objec-
tives of the relationship were and they seemed to know why they should
work together or why they should make an effort. The strategic plans and
expectations of the supplier and MSys were matching and the resources and
capabilities of the organizations were perceived as adequate to implement
their respective strategies.

In the dyad MSys-EMS2 the companies had taken a big step few years ago
when a challenging manufacturing task had been transferred to the suppli-
er. This product transfer had been a good learning lesson for both compa-
nies. Now on the strategic level active discussion was in progress about po-
tential new business, with the supplier company especially positive about
the future and eager to expand its business with MSys. MSys’s attitude to
the joint expansion of business in the future was more moderate.

In the dyad MSys-EMS3, there was a mismatch between the supplier’s
expectations and the customer’s expectations. The strategic business fit was
not good at the moment of the research. This contradiction seemed to cause
a lot of confusion in the relationship, although both companies saw the po-
tential for joint operations in the future.

Proposition 2 summarizes the findings concerning the role of strategic fit

and matching expectations as factors affecting supplier relational effort.
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Proposition 2. Good strategic fit and matching expectations between
the buyer and supplier companies enhance supplier relational effort in

buyer-supplier relationships.

5.2.2 Organizing

In all cases the supplier company had a customer-focused organization
where the MSys account had a team of people assigned to them. The people
working for the MSys account had other customers as well, but in all cases
MSys seemed to be the biggest customer for the team and received the most
attention from the team members. The account managers as well as the
other contact persons at the supplier’s site were an important link between
the customer and the supplier’s own staff members. A contact person acts
in the interface and it requires a high level of competence to keep the cus-
tomer happy; employees at the interface have to understand and manage
the big picture, and they have to have good organizing skills and good social
skills to be able to interact effectively. The roles, responsibilities and pro-
cesses internally as well as between the companies should be well defined to
ensure effective and efficient interaction and operations. In this sense the
dyads MSys-EMS1 and MSys-EMS2 were better off, even if all three suppli-
er companies were customer-focused.

Proposition 3 summarizes the findings here.

Proposition 3. A customer-focused organizational culture and clear
processes enhance supplier relational effort in buyer-supplier relation-
ships.

The following definition of organizational culture is used here:

D8: Organizational culture is the set of values, beliefs, assumptions
and symbols that define the way in which a company conducts its
business (Barney 1986; Deal & Kennedy 2000).

In a customer-focused organizational culture the organizational culture
includes a strong customer focus. In other words the importance of the cus-

tomer is acknowledged.

5.2.3 Competence, attitude and motivation on the individual level

Competence, attitude and motivation on the individual level were found to
be very important factors influencing the amount of supplier relational ef-

fort in the relationship. There are, of course, differences between individu-
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als and in all the present cases there were some individuals whose compe-
tence, attitude and motivation were truly first rate. These individuals were
seen as important creators and facilitators of a well functioning and devel-
oping relationship. Such individuals are needed on all levels of the organi-
zation. In all three dyads the motivation to serve the customer was high.
There were some differences in competence, especially in understanding
and taking into account the bigger picture of the relationship and business.
There were also differences in attitudes towards continuous development
and “doing together”.

The individuals in the dyad MSys-EMS1 were the strongest in compe-
tence, attitude and motivation with respect to developing the relationship
through different kinds of efforts. Those in the dyad MSys-EMS2 were also
strong in this category whereas those in the dyad MSys-EMS3 were not as
strong as their counterparts in other two dyads.

Proposition 4 summarizes these findings.

Proposition 4. The competence, attitude, and motivation of the suppli-
er’s personnel affect supplier relational effort in buyer-supplier relation-

ships.

5.2.4 Attractiveness of the customer

MSys was considered an important and attractive customer in all three cas-
es. MSys was among the top customers and had been nominated a key cus-
tomer or strategic customer in all the supplier companies. The characteris-
tics of an important and/or attractive customer mentioned in all the dyads
included a current large sales volume, growth potential and good strategic
fit as well as good product fit. In dyads MSys-EMS1 and MSys-EMS2 easy
and open communication with MSys was also emphasized. They also de-
scribed MSys as a “caring customer” with reasonable demands. In the dyad
MSys-EMS3, these things were not stressed.
Proposition 5 summarizes the findings here.

Proposition 5. The attractiveness of the customer enhances supplier re-

lational effort in buyer-supplier relationships.
The research findings here very strongly supported the basic idea of SET:

perceived customer attraction explained the supplier’s motivation to make a

relational effort.
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5.2.5 Relationship quality and level of interaction

In all three dyads the companies had a long shared buyer-supplier history.
In dyads MSys-EMS1 and MSys-EMS2 the companies had worked together
through some challenging project transfer projects. The projects had been
demanding, but together the companies had succeeded in them. Success
experiences of these kinds strengthen the relationship and motivate further
efforts and willingness to take up challenges. In the dyad MSys-EMS1, the
cooperation was also easy-going and the communication open, and many
people knew each other well. In the dyad MSys-EMS2 geographical distance
and cultural differences created some challenges for interaction, and it was
not as easy to do things together as much as it was in the dyad MSys-EMSi.
However, communication was reported to be easy-going and open most of
the time. In the dyad MSys-EMS3, shared success stories were lacking and
for the supplier recent experiences had been disappointing. When the quali-
ty of the current relationship was assessed by the informants the ranking
was 1) dyad MSys-EMS1, 2) dyad MSys-EMS2 and 3) dyad MSys-EMS3 in
that order.

Proposition 6 summarizes the findings on these issues.

Proposition 6. Current relationship quality and the level of interaction
affect supplier relational effort in buyer-supplier relationships.

5.3 Impact of supplier relational effort

The informants were asked to assess the quality of the relationship. They
were asked: “How good or well functioning is this relationship?” Based on
all the answers the dyad MSys-EMS1 had the best relationship (5.6), fol-
lowed by the dyad MSys-EMS2 (4.8) and, in third place, the dyad MSys-
EMS3 (4.1). The supplier informants’ assessments of the relationship were
higher in all cases than the MSys informants’ assessments of the same rela-
tionship. Hence the suppliers tended to assess the relationship more posi-
tively than MSys. However, the ranking of these relationships remained
unchanged when the answers given by the MSys interviewees were com-
pared across the three dyads.

The informants were also asked to assess the importance of the supplier’s
relational effort. They were asked: “How important is the supplier’s rela-
tional effort for MSys?” The dyad MSys-EMS1 gave the highest rating (5.6
on average), the dyad MSys-EMS2 the second highest (5.2) and the dyad
MSys-EMS3 the lowest (4.6). In the dyads MSys-EMS1 and MSys-EMS2 the
average scores of the MSys informants and from EMS informants for the
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importance of the supplier’s relational effort were relatively close to each
other. In the dyad MSys-EMS3, the EMS informants gave a higher score
(5.1) than the MSys informants (4.0).

Another indicator relating to the impact of supplier relational effort stud-
ied here is the sales volume in the dyad and how has it developed. If we
compare the suppliers’ sales to MSys in these dyads in 2007 and 2009, we
see that sales increased by 10-15% in the dyad MSys-EMS1, but it decreased
slightly in the other two dyads (0-5%). This is just one indicator; other fac-
tors affected sales during the study period, especially the recession, which
might have hit in the different product categories differently.

The impact of the supplier’s relational effort can be discussed further on
the basis of the other research evidence, i.e. interviews, open discussions
and observations. In the dyad MSys-EMS1, the supplier’s informants as-
sessed the relationship on the operational level as of very high quality, and
they were very positive about how well the relationship was working on a
daily basis. They were a little too modest in their assessment of their effort
when compared against MSys’s assessment of the same effort. They were
also realistic and a little concerned about the resources available for making
an effort. The representatives of the strategic level of management and of
engineering services were also very positive about the relationship, alt-
hough they had some concerns about the transparency of the “bigger pic-
ture” and about the limited time resources available for innovative discus-
sions. In their assessment MSys stated that the relationship had become a
lot better during the past six months and they were willing to give even
higher ratings if the situation continued along this path. Thus, according to
the assessment, the trend in the development of the relationship in the dyad
MSys-EMS1 was positive. Business had been growing, which is also a sign
of a developing business relationship. In the dyad MSys-EMS1, all the in-
formants were positive about the relationship and saw that a lot of mean-
ingful supplier relational effort exists. The trend in the development of the
relationship was positive and future prospects were also positive in this
dyad.

In the dyad MSys-EMS2, most of the informants from both companies
were positive about the relationship; MSys was significantly less satisfied
with the relationship on the strategic level. The supplier’s informants were
quite consistent and positive in their assessments while at MSys views dif-
fered more. However, the average scores were very positive. Both compa-
nies were mainly positive about the trend in the development of the rela-
tionship. Some differing views were expressed on development prospects in
the long-term. In the dyad MSys-EMS2, both companies had experienced a
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major conflict situation the previous year, but the conflict had been re-
solved and the expectations for future cooperation were positive, especially
in the supplier company.

In the dyad MSys-EMS3 the operational level assessments differed signif-
icantly between MSys and EMS3. On the operational level MSys gave lower
scores than EMS3 for relationship quality. On the strategic level problems
in the relationship were seen in both companies and the ratings were in line
with each other. The trend in the development of the relationship at the
moment was seen as negative in both companies. One reason was probably
the recent withdrawal of products from EMS3 at short notice. The amount
of business had been declining as well and no new products had been trans-
ferred to this supplier lately.

In the dyads MSys-EMS1 and MSys -EMS2, many positive outcomes due
to development effort, such as more competitive products and improve-
ments in processes, were evident. In the dyad MSys-EMS3, competitiveness
had not developed satisfactorily.

In the dyad MSys-EMS], in particular, the business environment in the
relationship felt safe, facilitating interaction and open discussion. People
had learned to know each other, the other company, and their business,
products and processes. It was easier to communicate and to work together.
The way of working had become more easy-going and operations more effi-
cient. Problem solving had become more effective and quicker. Both quick
responses and actions were possible, and relational costs were lower. This
was also partly true for the dyad MSys-EMS2, despite some conflicting
views.

In the dyads MSys-EMS1 and MSys-EMS2, there were also indications
that the supplier companies had learned a lot during their history with
MSys and that this had enabled them to develop their overall business as
well. In the dyad MSys-EMS3, the outcome was far more modest.

How much these outcomes were affected by the supplier relational effort
is hard to determine. However, significant differences in supplier relational
effort in the different dyads were highly evident. On the basis of this re-
search there seems to be a positive correlation between supplier relational
effort and positive outcomes, both affecting the relationship and shared
business. This in turn indirectly affects the overall performance of both
companies.

The following propositions summarize the findings concerning the impact

of supplier relational effort.
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Proposition 7. Supplier relational effort has a positive impact on how
good or well-performing the buyer-supplier relationship is perceived by

the actors.

Proposition 8. Supplier relational effort has a positive impact on sales
volume in the buyer-supplier relationship.

The results are summarized in Figure 5. The numbers in the figure refer to
propositions 1 to 8. According to the results, the quality of the current rela-
tionship is a factor affecting the amount of supplier relational effort en-
gaged in. At the same time the quality of the relationship is affected by the
amount of supplier relational effort. This is the situation in reality in the
business environment: a good quality relationship encourages the supplier
to make relational effort, which in turn further enhances the relationship. It
is a positive spiral which at its best can lead to a constantly improving rela-
tionship. A large current volume of sales can also be a factor facilitating
supplier relational effort. This is part of the attractiveness of the customer,
and it further increases the amount of supplier relational effort. This effort
can then lead to a further increase in sales volume. So, also in the case of
sales volume, a positive spiral can occur where the increasing sales volume

enhances the effort leading to further increase in sales.

5.4 Summary of the results

The research findings are summarized in Figure 5. In the middle of the
figure we can see the different categories of the supplier’s relational effort;
customer-focused operations, customer-focused internal development, in-
teraction and joint development (Proposition 1). On the left part of the fig-
ure we can see the factors affecting the supplier’s relational effort. They can
be summarized in form of the following propositions.

Proposition 2. Good strategic fit and matching expectations between
the buyer and supplier companies enhance supplier relational effort in

buyer-supplier relationships.
Proposition 3. A customer-focused organizational culture and clear

processes enhance supplier relational effort in buyer-supplier relation-

ships.
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Proposition 4. The competence, attitude, and motivation of the suppli-
er’s personnel affect supplier relational effort in buyer-supplier relation-
ships.

Proposition 5. The attractiveness of the customer enhances supplier re-
lational effort in buyer-supplier relationships.

Proposition 6. Current relationship quality and the level of interaction

affect supplier relational effort in buyer-supplier relationships.

The right side of the figure illustrates the impact of the supplier’s relational
effort which is summarized in form of the following propositions 7 and 8.

Proposition 7. Supplier relational effort has a positive impact on how
good or well-performing the buyer-supplier relationship is perceived by

the actors.

Proposition 8. Supplier relational effort has a positive impact on sales

volume in the buyer-supplier relationship.
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Figure 5. Summary of the results
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6 DISCUSSION AND CONCLUSIONS

Supplier relational effort was studied in three buyer-supplier dyads from
both buyer and supplier perspectives. The research findings indicate the
existence of different types of supplier relational effort in buyer-supplier
relationships. Four categories of supplier relational effort were identified:
customer-focused operations, customer-focused internal development, in-
teraction, and joint development. The main factors affecting supplier rela-
tional effort were also determined and supplier relational effort was ob-
served to have a positive impact on the buyer-supplier relationship. A
summary of the results is presented at the end of chapter 5 .

In this chapter the results of the research are discussed and conclusions
drawn. First, the results are discussed in relation to the existing theory and
the gap in theory which this research was designed to contribute to filling,
after which the managerial implications are discussed. This chapter also
includes discussion about the limitations of the study and suggestions for

further research.

6.1 Contribution to theory

Social exchange theory seeks to explain the behaviour of social systems.
Basic social processes lie in primitive psychological processes where feel-
ings of attraction between individuals and the desire to gain various kinds
of rewards are the drivers. SET has been applied in the relationship man-
agement literature to explain the voluntary motivation and commitment
that is often observed between relationship partners. Attractiveness has
been used as one explanatory factor for a successful business relationship.
Value creation mechanisms in business relationships are also discussed in
the recent literature. However, supplier relational effort has not so far been
discussed thoroughly, although it is an essential part of the buyer-supplier
relationship and of value creation in that relationship.

A large body of evidence has been adduced to explain why good business
relationships are important (Kraljic 1983; Jarillo 1988; Ellram & Carr 1994;
van Weele & Rozemeijer 1996; Ellram et al. 2002; Hakansson & Ford 2002;
Gadde et al. 2003; Liker & Choi 2004; Powers & Reagan 2007; Cordon &
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Vollman 2008; van Weele 2010). There are also many different views on
what is and what makes a good business relationship (Bejou et al. 1996;
Naudé & Buttle 2000; Huntley 2006; Goffin et al. 2006; Powers & Reagan
2007; Claycomb & Frankwick 2010; O'Toole & Donaldson 2002; Essig &
Amann 2009; Ramsay & B. A. Wagner 2009; Krause 1999). Value creation
mechanisms in business relationships are also discussed in the recent liter-
ature (Walter et al. 2001; Moller & Torronen 2003; Ulaga 2003; Moller
2006; Wagner et al. 2010), and the SET view has also been applied in the
relationship management literature (Cousins et al. 2006; Griffith et al.
2006; Kern & Willcocks 2000; Kingshott 2006; Muthusamy & White 2006;
Narasimhan et al. 2009; C. Zhang et al. 2009).

This study makes a theoretical contribution by exploring the phenomenon
of supplier relational effort in buyer-supplier relationships. These findings
extend the current buyer-supplier relationship literature by providing new
insights into the development of the buyer-supplier relationship. By explor-
ing the potential of supplier relational effort and the mechanism behind it
this study deepens understanding of the cooperative relational determi-
nants in the buyer-supplier relationship. This research was a focused in-
depth study of the relationships between a buyer, MSys, and its strategic
suppliers. SET was used to gain a better understanding of the dyadic buyer-
supplier relationship. In strategic relationships, value is created in interac-
tion and it involves a notable amount of unspecified obligations. According
to SET, drivers of social processes are feelings of attraction between indi-
viduals and the desire to gain various kinds of rewards. The importance of
attractiveness and reciprocity were also central in explaining supplier rela-
tional effort. Hence this study makes a further theoretical contribution to
the dynamics of strategic buyer-supplier relationships. Through a better
understanding of supplier relational effort and the mechanism behind it in
buyer-supplier relationships the study also makes a theoretical contribution
to the understanding of value creation mechanisms in buyer-supplier rela-
tionships. These results can be utilized in developing buyer-supplier rela-
tionships to enable better value creation. The research questions will guide

the discussion.

1) What kind of relational effort does the supplier make that creates
value for the buyer?

As the result of the dyadic explorations four categories of supplier relational

effort were identified: 1) customer-focused operations, 2) customer-focused
internal development, 3) interaction and 4) joint development. Studies can
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be found in the existing literature which take the relational view (Dyer &
Singh 1998; Moller & Halinen 1999; Moller & Torronen 2003; Moller 2006;
Li et al. 2010; Y. Liu et al. 2010; Kim et al. 2010). The present research
complements and extends the findings of those studies. The supplier rela-
tional effort categories found in this study accord well with Méller’s (2006)
framework, which presents various types of value production. This frame-
work had been modified from Moller & Torronen (2003). The different
supplier relational effort categories found in this study complement Mol-

ler’s framework by providing the model with concrete content (Figure 6).

e h ~ < - ~ ~
, Core value production,” Value-adding relational  Future oriented value production
. Transaction-oriented relatiopships |value production | /Partnering relationships )
/ AN
N N N ' 7

Low relational complexity High relational complexity
Current time orientation Future orientation

Adapted from Moller (2006)

Figure 6. Supplier value production and supplier relational effort

This combined framework provides a good platform for further discussion
on the topic of supplier relational effort in value creation. Customer-focused
operations are essential in all business relationships where customer-
specific operations are implemented. Even where relational complexity is
low, the level of customer service in fulfilling orders can be affected by the
amount of customer-oriented effort. The importance of customer-focused
operations increases as the level of relational complexity increases due to
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the fact that support from all levels in the organization is needed. Custom-
er-focused internal development is essential in seeking to increase value
creation. This in turn entails focus on e.g. developing efficiency, processes
and competitiveness. Interaction as supplier relational effort is present in
all relationships but the importance of active interaction increases as rela-
tional complexity increases. At its best the interaction is “doing together”
and “developing together” instead of daily e-mails with questions and an-
swers. The more we move to the right in

Figure 6 the more important active and versatile interaction becomes on
all levels; for example, business reviews become more and more important.
Pro-active actions can also be quite different in different relationships; the-
se can take the form of the expediting of orders in exchange-oriented rela-
tionships whereas in future-oriented partnering relationships they may
concern investment in future technology. Joint development obviously also
becomes more important when moving towards complex strategic relation-
ships. Reporting also varies in different types of relationships, from stand-
ard reporting concerning e.g. quality and production to business reviews
discussed in executive meetings. Hence, the findings of this study concern-
ing the first research question — “What kind of relational effort does the
supplier make that creates value for the buyer?” - , are a good continuation
of the current theory on relational value in business relationships. The ex-
ploration of supplier relational effort in these three dyads provided a good

and thick description of the phenomena in a real-life industrial context.

2) Why does the supplier make relational effort?

Propositions 2-6 summarize the findings related to this research question.
Recently, social exchange theory has been increasingly applied in explain-
ing behaviour in buyer-supplier relationships (Kern & Willcocks 2000;
Cousins et al. 2006; Emberson & Storey 2006; Griffith et al. 2006; King-
shott 2006; McKee & Wang 2006; Muthusamy & White 2006; Krause et al.
2007; Lawson et al. 2008; Yang et al. 2008; Narasimhan et al. 2009; C.
Zhang et al. 2009). However, few studies directly examine exchange pro-
cesses, the “black box” of social exchange. Little is known about the actual
processes of social exchange (Cropanzano & Mitchell 2005). This research
was an attempt to open this black box by studying the decision-making
principles leading to supplier relational effort in buyer-supplier relation-

ships. These principles become the factors deciding individuals’ behaviour.
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Proposition 5: The attractiveness of the customer enhances supplier rela-
tional effort in buyer-supplier relationships

This proposition is well supported by the social exchange theory. SET en-
tails unspecified obligations; this is typically the case in situations where
the supplier is making relational effort. A person who is attracted to others
is of interest, providing that he is attractive to them as well, and this process
of social attraction leads to the process of social exchange (Blau 1986). This
principle is also visible in the findings of this study; in these dyads the at-
tractiveness of MSys enhanced the supplier’s relational effort. The reciproc-
ity shown in the relationship was also notable; relational effort is “paid
back” in that MSys also made more effort as the supplier’s relational effort
increased. A positive cycle occurs: the process begins when one participant
makes a “move,” and if the other reciprocates, new rounds follow. Once the
process is in motion, each successive consequence can create a self-
reinforcing cycle (Cropanzano & Mitchell 2005). Reciprocity strengthens
supplier relational effort, leading to more effort from the buyer as well.
Both the current importance of the customer, due to e.g. a large sales vol-
ume, and the attractiveness of the customer, for example in terms of the
potential for new business, were very significant factors affecting the sup-
plier’s relational effort. The central message of SET, “that social exchange
comprises actions contingent on the rewarding reactions of others, which
over time provide for mutually and rewarding transactions and relation-
ships” (Cropanzano & Mitchell 2005) is also a good description of this as-
pect of supplier relational effort in the present study.

Proposition 2: Good strategic fit and matching expectations between the
buyer and supplier companies enhance supplier relational effort in buy-

er-supplier relationships.

Proposition 3: A customer-focused organizational culture and clear pro-

cesses enhance supplier relational effort in buyer-supplier relationships.

These propositions are well supported in the existing literature on business
relationship management (Kraljic 1983; Jarillo 1988; Ellram & Carr 1994;
van Weele & Rozemeijer 1996; Ellram et al. 2002; Hakansson & Ford 2002;
Gadde et al. 2003; Liker & Choi 2004; Powers & Reagan 2007; Cordon &
Vollman 2008; van Weele 2010; Huntley 2006; Hallén et al. 1991). This
study provides strong empirical evidence for them in the case of supplier
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relational effort, thereby contributing more depth and detail to this part of
the theory.

Proposition 4: The competence, attitude, and motivation of the supplier’s
personnel affect supplier relational effort in buyer-supplier relation-
ships.

This proposition emphasizes the importance of the individual employee in
the business relationship. This has also been recognized in earlier studies,
e.g. by Hakansson and Ford (2002), Liker (2004) and Moller (2006). The
present empirical research findings strongly support the earlier findings on
this issue. There were, for example, significant differences in the attitudes

of individuals concerning the development of the business relationship.

Proposition 6: Current relationship quality and the level of interaction
affect supplier relational effort in buyer-supplier relationships.

This proposition was, somewhat surprisingly, clearly supported by the re-
search data. Earlier experiences in the relationship were strongly discussed
in the interviews, and the reasons for behavioural decisions were explained
by reference to earlier experiences. The level of interaction also clearly af-
fected the supplier’s relational effort: regular meetings and open discus-
sions increased the amount of “doing together” and “developing together”.
These frequent meetings and discussions also provided a good and safe en-
vironment for developing and discussing new ideas together. The business
context was a very busy one for all the individuals in the companies studied,
and without regular face-to-face meetings or conference calls they would
have had neither the time nor opportunity for open discussions. The time
available for ad-hoc situations or discussions can be very limited. The value
of regular meetings in fostering supplier relational effort and the business
relationship is very high. This finding supports the earlier study by Autry
and Golicic (2010), who presented a model of relationship strength-
performance dynamics, indicating that relationships tend to spiral positive-
ly following relationship initiation. In sum, developing a successful rela-
tionship requires a lot of effort and time and it is important that someone
believes in it and is willing and able to work towards it (Hakansson & Ford
2002); also support the present findings. Powell (1987) mentions another
important cornerstone of business relationships: a long-term perspective.
While this is true, in this study it was not found to be enough: the quality of
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the existing relationship has a significant impact on supplier relational ef-
fort and the future of the relationship.

The third research question was

3) “What is the impact of supplier relational effort?”

Proposition 7: Supplier relational effort has a positive impact on how
good or well-performing the buyer-supplier relationship is perceived by

the actors.

Proposition 8: Supplier relational effort has a positive impact on sales

volume in the buyer-supplier relationship.

These two propositions summarize the main findings concerning the im-
pact of supplier relational effort. These findings supported those of earlier
studies (Primo & Amundson 2002; Goffin et al. 2006). The present study
also adds to the insights of the earlier studies on relational effort and the
quality of the relationship (Monczka et al. 1993; Y. Liu et al. 2010). Supplier
relational effort has huge potential for good, and a positive spiral exists: the
better the current relationship, the more probable it is that the supplier will
make further relational effort, which in turn will have a further positive

impact on the relationship.

6.2 Managerial implications

The managerial implications of the research findings will be discussed next.
In strategic buyer-supplier relationships value is created in interaction and
it involves a notable amount of unspecified obligations. A negotiated con-
tract is a limited tool in trying to achieve all the potential benefits and value.
In the present case, MSys should aim to get their suppliers to make their
best efforts on behalf of the relationship more or less voluntarily. All the
findings offer a good basis for better understanding the potential value of
supplier relational effort and the mechanisms behind it. This in turn pro-
vides purchasing and supply management professionals with a good
framework within which to reinforce the planning and implementation of
the development of their supplier relationships in order to enhance value
creation.

The contribution of the study to management research is an important
one. The findings offer a directional framework for purchasing and supply
management professionals that can assist them to better identify the poten-
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tial value of supplier relational effort. There is significant potential value to
be gained, even through quite small actions and with low costs. This study
identifies the main factors affecting supplier relational effort, and these
findings can function as guidelines for purchasing and supply management
professionals that can better enable them to reinforce supplier relational
effort in a business relationship. Finally, the results on the impact of suppli-
er relational effort are a good motivation and argument for paying attention
to supplier relational effort, an issue which typically rests on the assump-
tions of individuals and is debated around internal coffee table discussions
with colleagues. This study finds scientific evidence for the importance of
supplier relational effort.

First, I discuss the managerial implications of the findings concerning re-

search question 1:

“What kind of relational effort does the supplier make that creates value
for the buyer?”

The findings included four categories of supplier relational effort; 1) cus-
tomer-focused operations, 2) customer-focused internal development, 3)
interaction, and 4) joint development. This helps managers to identify the
different types of supplier relational effort. Further, this enables them to
consider what kinds of supplier relational effort are the most essential in
their business context and in their specific supplier relationships. By identi-
fying the different types of supplier relational effort, the potential value to
the supplier can also better be perceived. Significant additional supplier
value can be created with quite simple changes, e.g. by starting regular
meetings between different interest groups. Regular meetings between e.g.
quality people can lead to significant efforts to enhance quality or to reduce
costs.
The second research question was

“Why does the supplier make relational effort?”

Propositions 2-6 summarize the findings related to this research question.

Proposition 5 states: The attractiveness of the customer enhances suppli-

er relational effort in buyer-supplier relationships.

This proposition holds an important message for purchasing and supply
chain management. Hence the question for MSys is: how can we be more
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attractive to our supplier? The answer depends on the context, but some
features seem to be especially relevant here: sales volume, the trend in sales
volume and the future business potential. For example, cutting down the
number of suppliers would lead to more concentrated sales volumes for the

remaining suppliers, thus acting as an attractive sign for the supplier.

Proposition 6 states: Current relationship quality and the level of inter-

action affect supplier relational effort in buyer-supplier relationships.

This proposition tells managers that good existing relationships are im-
portant sources for further development. Here the positive spiral seems to
work: a good relationship motivates the supplier to make more relational
effort, which leads to a better relationship and performance. This acts as a
reward for the actor, who is then willing to repeat this behaviour. Active
interaction also facilitates supplier relational effort. People get to know each
other and interaction becomes more easy-going. Even more important,
face-to-face meetings are excellent forums for open discussions concerning
developmental ideas, initiatives and follow-up. Here is a good opportunity

to make the positive spiral work.

Proposition 2 states: Good strategic fit and matching expectations be-
tween the buyer and supplier companies enhance supplier relational ef-

fort in buyer-supplier relationships.

This proposition states the obvious findings, but nevertheless it is worth
noting that congruent strategies and objectives have to be communicated
actively between the buyer and the supplier as well as internally in both
companies. In this way such congruent strategies and objectives can be de-
ployed in practice and actually guide the behaviour of the individuals in-
volved. Hence, although this finding might not be so significant in relation
to the existing theory, it provides an important guideline for management.

Proposition 3 states: A customer-focused organizational culture and
clear processes enhance supplier relational effort in buyer-supplier rela-
tionships

This proposition draws attention to important factors behind supplier rela-
tional effort. A customer-focused organizational culture might be difficult to
change from the outside but it is definitely worth paying attention to when
considering with whom to deepen the relationship in the future. Clear pro-
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cesses are essential, and here the buying company can do their homework
by familiarizing the supplier as well as possible with the buying company’s
processes and operations management procedures. The processes in the

company interface should be made clear to all the actors involved.

Proposition 4 states: The competence, attitude, and motivation of the
supplier’s personnel affect supplier relational effort in buyer-supplier re-
lationships.

This proposition emphasizes the importance of the individual in the busi-
ness relationship. Again, although this is not directly in hands of the buying
company, it is important to understand this factor. It can be discussed, for
example, in executive meetings to make sure that there are no obstacles to
the future development of the relationship due to this factor.

The findings related to the third research question

“What is the impact of supplier relational effort?”

can act as motivators for considering supplier relational effort as having

real potential to enhance the relationship.

Proposition 7, stating that Supplier relational effort has a positive impact
on how good or well-performing the buyer-supplier relationship is per-
ceived by the actors and

Proposition 8, stating that Supplier relational effort has a positive impact

on sales volume in the buyer-supplier relationship

hold the main message for purchasing and supply management profession-
als: the potential exists and supplier relational effort can make the differ-
ence. Many of the wild guesses related to the supplier relationship have now
been scientifically demonstrated, and these findings can act as guidelines

for the managers to facilitate development of the supplier relationship.

6.3 Limitations

Although the findings are encouraging, this study has its limitations. The
findings emerged from and are grounded in data gathered during an in-
depth study of three buyer-supplier dyads consisting of one buying compa-
ny and three of its suppliers in a single industry. The findings should not be
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interpreted as a definitive or absolute depiction of supplier relational effort
and the factors behind it. Instead the findings should be used to enhance
understanding of the phenomenon.

Doing qualitative research was a challenge for the researcher, and she had
to bring herself into the process. A combination of grounded theory and
case study approaches was used. The grounded theory approach was used
for the data gathering and for discovering theoretical constructs using the
hierarchical structure of categories (Corbin & Strauss 2008). The grounded
theory approach has been criticized with respect to its status as theory as
well as on the notion of 'ground' and on the claim to use and develop induc-
tive knowledge. These criticisms have been summarized by Thomas and
James (2006). It is also said that it is not possible to free oneself of precon-
ceptions when collecting and analyzing data in the way GT suggests. On the
other hand it has been pointed out that the formulaic nature of grounded
theory is in contradiction with the open and creative interpretation needed
in qualitative research. The grounded theory method is a systematic, induc-
tive, and comparative approach for carrying out an inquiry in order to con-
struct theory (Charmaz & Bryant 2010), and with this in mind the analysis
in this research has been conducted with an especially strong emphasis on
its systematic and comparative nature. Despite the systematic approach to
the analysis, the researcher has been encouraged and motivated to see what
is essential in the data and to maintain an open mind to different explana-
tions.

The multiple case study method was used to develop the theoretical prop-
ositions based on the empirical data (Eisenhardt & Graebner 2007). Ac-
cording to Eisenhardt (1989), the case study is a research strategy focusing
on understanding the dynamics present in a single setting. Case study re-
sults can have high impact due to the richness of the data and due to its
real-life setting in organizations (Eisenhardt & Graebner 2007). However,
the results of case studies have been criticized for their lack of generalizabil-
ity in the wider context (Siggelkow 2007). In this study three dyads were
investigated and replication logic was used. Multiple cases with constant
comparison and cross-case findings provided stronger propositions than
could have been provided with only one case (Yin 2004).

6.4 Further research

The new insights here are offered as a basis for further empirical research.
It would be interesting to see e.g. what impact buying company effort has
on value creation in buyer-supplier relationships. A multiple case study
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including several different buying companies could be a fruitful setting for
this kind of further research. Also, the level of strategic purchasing man-
agement competence in the buying company can have a significant impact
on value creation in relationships. Another suggestion would be to study the
phenomenon longitudinally. Further empirical testing could also be con-
ducted in different contexts in order to reinforce the reliability of the find-
ings.

Industrial buyer-supplier relationships are complex, and it is a challenge
to manage them successfully in today’s tough business environment in or-
der to ensure and further develop the sustainable competitive advantage of
the organization. It is a question about managing both competitiveness and
relational issues. Although purchasing and supply management is clearly
driven by economic actions, it is strongly embedded in social relations
(Granovetter 1985). Understanding the value potential of supplier relation-
al effort and the mechanisms behind it can help in the successful manage-
ment of buyer-supplier relationships.
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Appendix 1. Interview guide

BACKGROUND INFORMATION

Name of the Interviewee

Position

Main responsibilities
Work history

OPEN QUESTIONS— ABOUT THE RELATIONSHIP

1.

10.

How would you describe the relationship between you and

NN (the other company in this case)?

How long have you worked in this relationship?

How would you describe the importance or significance of

NN (the other company in this case) for you?

Who are the people from your company who are interact-

ing with NN (the other company in this case) people or

working for this relationship?

Describe your daily work — what do you do concerning this

relationship?

i) is asked of the supplier informant and ii) is asked of the

MSys informant

i. What kind of effort do you make for MSys?
ii. What kind of effort does this supplier make for you?
See themes for discussion below. Examples to be
asked and stories to be told.

Why do you make the effort? / What do you think — why

does the supplier make the effort? Examples to be asked

and stories to be told.

What do you think — what are the benefits for MSys/you

due to your/the supplier effort?

How would you describe NN’s (the other company in this

case) co-operation ability?

How would you describe the reliability and fairness of NN

(the other company in this case)?

106



Appendix 1 continues

11. How do you or do you measure your performance? Con-
cerning the relationship with NN (the other company in
this case)?

12. How would you describe the competitive situation at the
moment in the market?

13. How do you see the future of this relationship?

THEMES FOR DISCUSSION

a) Change management— what kind of last minute changes? How
are they handled? How do you handle them with others?
How do you prioritize?

b)Conflict management— what kind of conflict situations have
you had with NN (the other company in this case)? How
have you managed these situations?

¢) Reporting — what kind of reporting is done?

d)Communication — how do you communicate with NN (the
other company in this case)?

e) Preventive actions — Do you remember any situation where
some preventive actions would have been done before a
problem occurred?

f) Development — product & process— What kind of develop-
ment efforts do you make together with NN (the other com-
pany in this case)? Product development? Process develop-
ment? Cost reductions?

g) Technology choices— What kind of technology choices have
been made lately? What kinds of investments have been
made? Has NN (the MSys) had any influence in this?

ASSESSMENT QUESTIONS RELATED TO THE RELATIONSHIP
1. How much (extra voluntary) effort do you (the supplier com-
pany) make for this relationship? Scale 1-7 (1= none and
7=very much)?
2.In your opinion, how important this (extra voluntary) effort
for MSys? Scale 1-7 (1= not at all and 7=very significant)?
3. How good or well functioning is this relationship? Scale 1-7

(1= very bad and 7=excellent)

GENERAL QUESTIONS TO CONCLUDE
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Appendix 1 continues

4.What characteristics make NN (the other company in this
case) a good or attractive customer/supplier for you?

5.How can NN (the other company in this case) further im-
prove?

6. What characteristics make you a good or attractive suppli-
er/customer for NN (the other company in this case)?

7. How could you further improve?
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Appendix 2 continues

Appendix 2. DYAD MSys-EMS1 EXPLORATION

1 The supplier’s relational effort

The supplier’s relational effort was explored in dyads through interviews,
observations during company visits and during company meetings, and
through informal discussions with company personnel. In addition compa-
ny internal documents and public archival data were utilized.

At the end of each interview the informant was also asked to assess the
amount of relational effort made by EMS1 for MSys. The scale was 1-7,
where 1 = none and 7 = very much. The average score for the amount of
supplier relational effort in the dyad MSys-EMS1 was 5.6. The MSys in-
formants assessed the amount as 5.2 and the EMS1 informants assessed it
as 6.0. In the following sections supplier relational effort is described under
the headings derived from the categorization of supplier relational effort

that emerged from the data.

1.1 Customer-focused operations

MSys is a key customer for EMS1; this is a strategic choice made by EMS1.
The supplier’s relational effort in form of customer-focused operations is
visible in this relationship in many ways: EMS1 has assigned a significant
amount of human resources on both the strategic and operational levels for
managing and developing this relationship. The global account manager
(GAM) takes overall responsibility for relationship development and the
local Customer Focus Team Manager takes responsibility for the relation-
ship at the unit level. Both these supplier key persons are very experienced,
competent and motivated in their work. The global management of the cus-
tomer account enables utilization of the global production network in an
optimal way and distracting internal competition can be minimized. Inter-
nal competition between the supplier’s production units had disturbed the
relationship in some situations in the past before the global focus was es-
tablished in the key account management. EMS1’s aim is to plan potential
product transfers proactively to maintain price competitiveness in the mar-
ket. The GAM follows the markets continuously so as to obtain the best pos-
sible knowledge on the company’s competitive situation. This makes it pos-
sible for EMS1 to secure their own competitiveness instead of leaving it in
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the hands of MSys, who would need to use competitive bidding to measure
competitiveness. This allows for the controlled and proactive development
of the business. Evidence was found both in the interview and observation
data.

Customer-focused operations are highly visible in manufacturing, where
the customer team takes responsibility for the manufacturing of MSys’s
products. The team leader is very experienced and competent as well as
motivated in her work. The team leader together with the team is able to
respond quickly and to solve problems efficiently. Change situations can be
managed flexibly and rationally. EMS1 also has a contact person assigned
for engineering services and prototyping. He takes overall responsibility for
these services in this relationship.

It was evident that the EMS1 personnel were listening carefully to MSys
and that MSys’s needs were responded to as well as possible. Most of the
EMS1 personnel had a desire to understand and to manage wider entities.
This made the management and development of the business relationship
more sensible and holistic instead of having a situation where requests are
simply answered without any understanding of the connections to other
issues of importance in the relationship or business overall. Extra requests
also receive responses. For example, during the MSys ERP change EMS1
put a lot of effort into manually updating the customer forecasts.

A customer focus in operations was noticed in the interviews with the
EMS1 as well as MSys informants, and the atmosphere and observations

supported the findings. One informant put it this way:

"We always try to fulfil the requests as MSys wants so we do everything we can
to satisfy MSys. We are definitely reliable... We want to face challenges and
work to overcome them... We make an effort for the coming...”

Tailored reporting is one type of supplier relational effort in this category of
customer-focused operations. EMS1 does a lot of reporting for MSys. EMS1
is able and willing to report to MSys basically anything MSys wishes. In this
dyad the reporting responsibility was mainly at the EMS1 site. When re-
porting was discussed with the EMS1 informant he stated:

“.. it’s actually based on needs... So far whatever information has been asked of
us we have prepared a report about it. It’s kind of extra...”

The main elements of supplier relational effort in the category ‘customer-

focused operations’ found in the dyad MSys-EMS1 were 1) a customer-
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focused organization, 2) people working with a customer focus also taking
cognizance of the wider context and business objectives, 3) a quick and ef-
fective response to customer demand, 4) customer-specific development
initiatives deriving from daily operations, 5) proactive actions, 6) tailor-
made reporting based on customer needs and 7) a significant amount of
competent human resources assigned to MSys.

1.2 Customer-focused internal development

Customer-focused internal development refers to a company’s internal de-
velopment initiatives and efforts where customer-specific needs are taken
into account. Ideas about development are derived from the requirements,
expectations or ideas of a specific customer. It is also a question of attitude
in the organization: Do we make an effort for our own organization or do we
make an effort for the customer? There were many signs of customer-
focused development in the dyad MSys-EMS1. The main duty of the GAM
was to develop the customer relationship in the long-term. An essential part
of this duty was to develop internal business operations so as to serve the
customer in the best possible way in the future. The EMS1 contact persons
were active in this relationship as a link between MSys and their own per-
sonnel. They communicated customer needs and expectations internally, so
that customer needs and expectations were the actual drivers for internal
development.

There were also examples of technology choices affected by MSys. An ac-
quisition was also made to better offer an appropriate range of engineering
services for specific customers. On the unit level ideas for developing the
efficiency are browsed through in customer teams. A material bonus written
into the agreement encourages EMS1 to strive for lower material costs.

Developing processes and making processes clear to everyone makes it
easier to interact with the customer and it makes operations more efficient.
This was stated by several informants. Developing personnel competences
is a relational effort as well, as e.g. when personnel are trained for demand-
ing assembly work for MSys.

Customer-focused internal development was described by one informant:

“We have certain processes, which are MSys specific... MSys operations man-
agement is based on VML... other customers’ operations are managed with the
normal forecast-order procedure. They are totally different worlds. We need to

have all processes - production management, material planning and demand
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planning — developed specifically for MSys... the same rules and processes are

not applied to other customers.”

"We have development projects focusing on production efficiency, but we ap-
proach it so that we take one customer focus team at a time and we consider

what we can do for this particular customer. “

The main elements of supplier relational effort in the category ‘customer-
focused development’ found in the dyad MSys-EMS1 were 1) examples of
customer-focused development highly visible on all levels, 2) key persons
active in communicating customer needs internally, 3) frequent open dis-
cussions with MSys about needs and ideas on all levels, and 4) active use of

common action point lists for follow-up and communication.

1.3 Interaction

One important category of supplier relational effort is interaction. Although
all business requires some type of interaction between the buying and sell-
ing company, significant differences can exist in the amount, intensity and
quality of that interaction. The interaction between EMS1 and MSys is very
active. EMS1 is active in its interaction with MSys and the EMS1 personnel
are well motivated to discuss and work with their MSys counterparts. EMS1
responds to MSys requests quickly. Both companies actively coordinate
interaction, communication and “doing together”. Several regular meetings
involving numerous people from both companies are held. Quarterly, the
companies have a follow-up meeting where both companies present a re-
view of their own businesses, and they review their business relationship
together. An action point list is utilized in these meetings. The list is re-
viewed point by point and the status of actions is updated and further ac-
tions are agreed. New items are included in the list as agreed. The situation
of the Vendor Managed Inventory (VMI) is also reviewed in the meeting
and further actions are agreed if needed. Quality issues are briefly men-
tioned, but they are discussed in more depth in a separate quality meeting,
which is also a regular meeting. In addition, possible impending materials
shortages are discussed as well as other relevant issues related to materials
or to risk management in general. New and open quotations as well as pric-
ing issues are also discussed. Issues related to testing equipment are dis-
cussed and, finally, so too are any other relevant and topical issues. The
review meeting was very thorough and the issues were discussed to the

point and in a good spirit. A whole working day was reserved for the meet-
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ing. Other regular meetings between EMS1 and MSys are the quality follow-
up meeting and the engineering services meeting. In the quality follow-up
meeting an action point list related to quality issues is reviewed. In the en-
gineering services meeting the discussion covered general issues and an-
nouncements, project statuses, issues related to tools in use, forecasting
issues, and possible quality issues. An action point list is also used as a tool
in the engineering services meeting. Action points are reviewed and status-
es are updated. All in all, a considerable amount of time is spent in joint
meetings, which creates a natural platform for interaction. EMS1 represent-
atives were active in these meetings and they had prepared themselves well
for the meeting. The MSys representatives were also active but their prepa-
ration for the meeting varied more. All the meetings were held in a good
atmosphere and spirit. The interaction seemed to be open and fluent. These
regular meetings are one clear form of EMS1’s relational effort in this rela-
tionship. The EMS1 representatives also make an effort to communicate
MSys issues internally to their own staff members. EMS1 welcomes visitors
from MSys and a lot of visits are arranged for different people for different
reasons. The companies’ respective locations are not far from each other
and visits are frequent. EMS1 personnel also visit MSys quite frequently,
mainly to participate in the meetings. Production staff members from EMS1
have also visited MSys. One informant at EMS1 put it this way:

“We have been able to visit MSys and we have seen these products and they
have laid on a factory tour for us... It is quite good, because the girls [in manu-
facturing] always ask ‘Hey, what are these [components in EMS1 manufactur-
ing] gonna be when they grow up’ and these and these... So you see concretely
where the component goes and what it becomes... It’s good to get in there and
see what they are gonna be...”

Proactive actions also represented a form of supplier relational effort. In
this dyad EMS1 and MSys update and correct the MSys forecast together.
EMS1 has the competence to correct customer forecasts and they process
the forecast with their own tools. The supplier forecast is communicated
internally and the forecast is used in operations management. EMS1 active-
ly pursues a policy of foreseeing coming needs and makes an effort to se-
cure the availability of materials. The customer focus team manager, manu-
facturing team leader and purchasing staff members are in key positions to
ensure smooth operation and to evaluate the proactive actions needed in

actual situations. Buffer stocks and search for alternative components are
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used as a means of risk management. The optimal utilization of the global
production network was discussed at EMS1:

”... these proactive actions, for example product transfers and others... probably
if we step into MSys shoes and think from their point of view... if they have a
supplier who knows the playing field and is able to react proactively... then
competitiveness will be ensured... that’s the ideal situation...”

The main elements of supplier relational effort in the category ‘interaction’
found in the dyad MSys-EMS1 were 1) a lot of “doing together”, 2) very ac-
tive interaction and open discussions at all levels, 3) visits at all levels and

4) frequent regular meetings for different functions.

1.4 Joint development

Joint development or “developing together” is one category of supplier rela-
tional effort generated from the data. This category includes the planning
and development of future business, processes and products together. At
the EMS1 site the Global Account Manager is responsible for the future de-
velopment of business in this relationship. An essential part of business
development is the planning of product transfers. Products can be trans-
ferred internally from one EMS1 production unit to another or the product
may be transferred from a competitor to EMS1.

The prototyping and the starting up of mass production for new products
are big efforts requiring intensive inputs from both companies. In the pro-
totyping phase especially, the development of a design and its manufactur-
ability along with the selection of components is essential in order to opti-
mize the quality and cost structure of the final product. In the prototyping
phase many things will be fixed and it will be difficult and/or expensive to
change many of the decisions later in the mass production phase. The deci-
sions made in the prototyping phase have a significant effect on the cost
structure and quality of the final products. Cost reductions and efficiency
improvements are common interests and the companies work together to
reach the best results.

In MSys an important step when starting with a new supplier is to make
sure that the new supplier is known and accepted among the company’s
staff members. Only then will the supplier be able to involve the people at
MSys in active interaction and start to really work together. If the supplier
is not wholeheartedly accepted by all at MSys, it can seriously hinder sup-
plier efforts. In the dyad MSys-EMS1 “doing together” was evident. “Doing
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together” can be effort itself or it can facilitate other efforts or it can be the
outcome of another effort.

An example of joint development was given by a MSys informant:

”... we [MSys and EMS1] have done something which benefits both of us... we do
quality development work together... we have tried to find the items which have
the highest scrap rate in production or in receiving or in any other phase... We
have browsed through the data together with EMS1 and we have found prob-
lems at their site. They have been able to find solutions to these problems by
changing their processes... and they have been very active also if they have
problems in their production for some reason... they speak up and try to find the
solution.”

The main elements of supplier relational effort in the category ‘joint devel-
opment’ found in the dyad MSys-EMS1 were 1) joint development visible
and active at all levels and 2) joint development in combination with “doing
together” creates a positive spiral.

2 Factors affecting the supplier’s relational effort

2.1 Strategy and objectives

EMS1 made a strategic decision to have MSys as their key customer. MSys
products and services were considered to fit in very well with EMS1’s busi-
ness strategy, and this relationship has created a good platform on which to
develop EMS1’s own business as well. Both companies are global but still
locally close to each other, a factor which was in line with both companies’
strategies.

EMS1 has a clear objective to widen its service offering and to increase the
volume of the business for MSys. This has been acknowledged by EMS1 and
it is clearly a motivating factor also on the individual level. At EMS1 one
gets the impression that “they know what they are doing and why and they
know where they are heading”. The EMS1 representatives felt that they have
visions, strategies and objectives that are congruent with those of MSys.
EMS1 and MSys “have a possibility to grow together”, as the global account
manager put it. The MSys representative describes it thus:

”... they [EMS1] are proactive, they want to understand our strategy, they want
to adjust their own strategy... In my opinion it is a company which has a clear

strategy in relation to us...”
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The main markers of the affecting factor ‘strategy and objectives’ found in

dyad 1 were 1) there is good strategic fit and 2) expectations are matching.

2.2 Organizing

In EMS1 is a customer-oriented organization. Key customers are nominated
and every key customer has a global account manager as well as a local cus-
tomer focus team manager. The main duty of these managers is to make
sure that the customer is served as well as possible and that business, pro-
cess, and product development is guided by customer needs and expecta-
tions. EMS1 already has several years of experience in operating with a cus-
tomer focus. They have engaged in different types of team projects and
training programs related to customer-focused operations. At least in the
Finnish production unit, a customer focus was visible in the company’s op-
erations as well as attitudes.

Global organization with one global account manager enables EMS1 to
serve MSys optimally, utilizing the whole global production network. In
EMS], internal communication functions and customer needs and expecta-
tions are disseminated throughout the organization via the key contact per-
sons in the interface. This makes it possible to respond quickly to customer
needs and expectations. Acting in this interface as an EMS1 key contact
person requires good organizing skills, good competence and good social
skills. Clear processes and responsibilities internally and between the com-
panies enable a quick response in operations. Some differences were no-
ticed among the EMS1 representatives in this domain: some had a very
clear idea of the company’s processes and responsibilities while for others
these were less clear.

The main markers of the affecting factor ‘organizing’ found in the dyad 1
were 1) a customer-focused organization, 2) customer-assigned teams and

3) clearly defined processes and roles.

2.3 Competence, attitude and motivation on the individual level

Based on the interviews and observations, on the individual level compe-
tence, attitude and motivation have a big influence on supplier relational
effort. The global account manager, customer focus team manager and
manufacturing team leader were good examples of how a motivated and
competent person with a good attitude enhances the relationship and busi-
ness. Competence can be related to knowing the customer products, pro-
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cesses and people. One learns to know the customer through experience. A
common history and experience create an important foundation for further
efforts. Knowing and understanding one’s own business as well as its prod-
ucts and manufacturing operations is an important part of competence. On
the unit level, the customer focus team manager and manufacturing team
leader had very strong competence, gained through work experience, con-
cerning their company’s manufacturing operations. The global key account
manager had a background as a general manager of a business unit and
therefore strong competence in business development. The social skills of
the individuals were on a good level. The key contact persons act as links
between the customer and the home organization.

Motivation and a desire to develop things are also essential factors affect-
ing the supplier relational effort. Motivation is a rather personal quality and
there are differences in motivation levels between individuals. Most of the
EMS1 informants were highly motivated. The customer focus team manager
stated: “I can’t even question the effort!”. The supplier’s relational effort is
self-evident and is seen as part of one’s duty. This person was described by
the MSys informant as motivated, competent, development-oriented and
proficient in his work. The importance of a motivated and competent key
contact person was emphasized in the MSys informant interviews. Motiva-
tion was improved e.g. in manufacturing, by getting to know the customer
better. When an employee knows what the end product she is working for is
and what its purpose is, then motivation rises. The EMS1 manufacturing
personnel had visited MSys and they had learned to know MSys, company,
products and people, better.

Based on the interviews and observations; on the individual level recipro-
cal positivity, respect, and equality increase reciprocal effort. Clearly de-
fined processes and responsibilities moderate the effort needed on the indi-
vidual level because the person knows what to do and what to take respon-
sibility for. Commitment and the carrying of total responsibility are then
more likely. It is easier to make an effort from the content point of view as
well as from the time management point of view. A customer-oriented or-
ganizational culture encourages the individual to put effort into work the
customer appreciates and benefits from. To give an example, the manufac-
turing staff members at EMS1 are willing and able to be flexible in a de-
manding resource situation so as to make the best effort for MSys. At EMS1
a customer focus is noticeable on the operational level and supplier rela-
tional effort also exists on the individual level.

It is noticeable in the interaction between MSys and EMS1 that the MSys
representatives know EMS1 as a business, a company and as individuals.
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The interviews and observations showed that individuals respect each other
and the demands made are reasonable in relation to the situational reali-
ties. This creates a good and safe basis for EMS1 to make an effort. People
know each other and this makes communication and interaction easier; it is
easier to approach a person you know, you behave better among the people
you know and you respect the other. Discussion is straightforward and
open. You can speak frankly without beating about the bush, which makes
cooperation easier and operations more efficient. The cooperation between
individuals in this dyad is good.

The main markers of the affecting factor ‘competence, attitude and moti-
vation in individual level’ found in dyad 1 were 1) a high motivation to serve
the customer, 2) a good understanding of the big picture, 3) high interest in

developing at all levels and 4) a positive attitude to challenges.

2.4 Attractiveness of the buying company

The attractiveness of the customer affects supplier relational effort both on
the strategic and operational levels. Its big current sales volume and growth
potential make MSys attractive. MSys is seen as an attractive customer be-
cause of the large amount of potential new business the company has to
offer in both manufacturing and engineering services. MSys is an innovative
company continuously developing and bringing new products onto the
market, which brings new potential products for EMS1 as well. MSys is seen
as a customer who could utilize EMS1 life cycle services in the future. Busi-
ness growth potential is one of the key drivers of supplier effort but the em-
ployment effect was also considered very important on the unit level. Also,
past growth in business is a good and attractive sign for EMS1. In day-to-
day operations the importance of MSys is visible in the high number of de-
liveries, wide product range and high manufacturing volume. Consequently
a lot of work is done on behalf of MSys. The amount of interaction with
MSys and effort concerning MSys issues is naturally high and spaces for
relational effort are created naturally in everyday work. The evident im-
portance of MSys motivates the supplier personnel to make an effort for
this key customer in their daily work, and also motivates EMS1 to consider
MSys’s needs when planning internal development efforts on the unit as
well as group level. On the strategic level, the importance of the customer is
easier to communicate and understand. The fact that MSys and EMS1 have
rather congruent visions, strategies, and objectives motivates making a re-

lational effort on the strategic level.
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In addition, EMS1 sees MSys as an appropriate size customer. EMS1 val-
ues the industrial electronics field in which MSys is operating, because in-
dustrial electronic products have a longer life cycle than consumer electron-
ics.

MSys is experienced as a customer with whom interaction and “doing to-
gether” is easy and meaningful. This makes MSys attractive and encourages
relational effort.

The main markers of the affecting factor ‘attractiveness of the customer’
found in dyad 1 were 1) customer perceived as highly important and attrac-
tive for many reasons, e.g. large and increasing sales volume and future
business potential, 2) a ‘caring customer’ who makes reasonable demands,

3) is easy to communicate with and open, and 4) is easy to cooperate with.

2.5 Current relationship and interaction

The quality of the current relationship affects supplier relational effort. A
close and active relationship together with good cooperation and a common
history with its challenges and successes create a good basis for further ef-
fort. "Doing together” brings with it situations where effort is a natural part
of the operative actions. When working actively together people learn more
about others and their way of doing things, and about ways of doing things
together. Thus as a result of the learning process, a good relationship pro-
motes both further effort and a better outcome of that effort. It is possible
to respond quicker and results can be achieved sooner, which again moti-
vates new efforts and outcomes. These factors were visible in the data for
the dyad MSys-EMS1. The relationship between MSys and EMS1 is very
active and close. The informants felt that their cooperation was good and a
lot of interaction occurred between many different persons. “Things are
easy to settle” was repeated several times in the interviews. The interaction
was easy-going.

Earlier product transfers to the EMS1 production unit were good exam-
ples of common experiences from a common history. Both parties reported
learning a lot along the way and that this learning can be utilized in future
projects. The journey together has not been easy in any sense. There have
been many challenges and there will be more to come. Nevertheless surviv-
ing and succeeding together encourages the facing of new challenges and
possibilities together. The companies dare to take risks together.

EMS1 finds MSys reliable and fair. Feedback, expectations and ideas for
development are brought up and discussed in frequent meetings in a good
spirit. Interaction is open, positive, and development-oriented, which cre-
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ates an atmosphere supporting relational effort. If issues can be handled in
a good spirit and easily they are more likely to be handled. If one party
makes an effort into maintain the relationship the other will make an effort
as well. This reciprocity was evident in this dyad, in both the interviews and
observations. Good procedures like regular meeting with action point lists
are good tools for managing and steering efforts. These keep things happen-
ing. Through active interaction individuals learn to know each other better.
This makes “doing together” easier. In sum it was noticeable that EMS1
takes MSys’s requests and wishes seriously and vice versa. Reciprocity and
trust were visible in this relationship and interaction.

Congruent visions and strategies ensure that both companies and person-
nel have a similar picture about the future, about where they want to be. A
shared good future motivates relational effort. Active interaction and com-
munication as well as “doing together” are justified. In this dyad growing
business competition seemed to be one of the main objectives for both
companies, and was communicated and understood at all levels.

Formal contracts have little direct influence on the everyday work of indi-
viduals. Some informants did not even know the content of the company’s
contract. Contracts shape the frame for economic transactions, but every-
day operations and efforts are mainly driven by other factors.

The main markers of the affecting factor ‘current relationship and interac-
tion’ found in dyad 1 were 1) the companies have a common history of suc-
cesses, 2) the people know each other well, 3) interaction is easy and open,
4) alot of interaction in different forms occurs, and 5) people are ‘doing and
developing together’.

In this section the different factors affecting supplier relational effort have
been discussed. Some questions remain: for example, is plentiful reporting
or active interaction a good or a bad thing? The answer depends on what
the reporting is for or why we are interacting. It is a good thing if we do it
mainly in order to develop business, processes, products or competence, or
if we do it to aid discussion of future possibilities and new business ideas. In
some cases plentiful reporting and interaction can occur due to the need to
control and monitor things. Or we may need to make special arrangements
because we are running late. In these cases there may be a problem in oper-
ations management or in resource management, probably in both. Howev-
er, the majority of the interaction seemed to have a development and future

planning orientation.
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3 Impact of the supplier’s relational effort

How does EMS1’s relational effort affect the relationship between EMS1
and MSys and the business of both companies? The MSys-EMS1 informants
were asked ‘How good or well functioning is this relationship?” They an-
swered on a scale of 1-7, where 1 = ‘very bad’ and 7 = ‘excellent’. The average
of all the scores given for the dyad MSys-EMS1 was 5.6. The average for the
MSys informants was 4.7 and for the EMS1 informants it was 6.4.

Informants were also asked how important supplier relational effort was
for MSys. The scale was 1-7 and the average score was 5.6. The average for
the MSys informants was 5.7 and the average for the EMS1 informants was
5.5.

Another indicator studied here in the dyads is sales volume and how has it
developed. For example, EMS1’s sales to MSys increased by 10-20% be-
tween 2007 and 2009.

In addition, the following impacts of supplier relational effort were
brought up in the discussions and supported by observations. Owing to
supplier relational effort, the business relationship and interaction are clos-
er and more active. Interaction is regular and frequent, open and easy-
going. People learn to know each other and trust increases.

Working together is easier and operations are more efficient. Information
about the current situation is more accurate and in real time. In addition to
increased operational efficiency, the effort made in engineering services and
prototyping improves product design and manufacturability as well as the
selection of components. Thus the quality and cost structure of the final
product can be optimized. Supplier relational effort promotes development
initiatives and actions in the fields of product development, process devel-
opment and competence development. All this in turn promotes the growth
of sustainable competitive business for both companies.

In sum, supplier relational effort positively influences the competitiveness
of the two companies, the profitability of both companies and the growth of
the business.

Supplier relational effort requires resources, especially human resources.
In the present case a significant amount of human resources had been in-
vested in relationship management and development. Such an effort also
requires resources from MSys. The demand for resources is a consequence
of the effort made, but resources are also needed to make the effort. Thus
resources are an enabling factor for supplier relational effort.
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1 The supplier’s relational effort

In the dyad MSys-EMS2 the informants were also asked to assess the
amount of relational effort the supplier makes for MSys. The average score
for the amount of supplier relational effort in the dyad MSys-EMS2 was 4.5
(5.6 in the dyad MSys-EMS1). The MSys informants assessed the amount as
3.8 (5.2 in the dyad MSys-EMS1) and the EMS1 informants as 4.9 (6.0 in
the dyad MSys-EMS1). In the following supplier relational effort will be
described.

1.1 Customer-focused operations

Several examples of customer-focused operations were found in this dyad.
EMS2 established a “My company” concept in 2008 and now have a team
assigned to work for MSys and for two other customers. The team includes
the key account manager and representatives from engineering, planning,
manufacturing, quality, sourcing and logistics. This team bears the main
responsibility for operations related to MSys’s business. Senior manage-
ment from EMS2 have also been assigned to the MSys relationship, for ex-
ample through business reviews and visits. According to the interview data
and statements from both the MSys informants and EMS2 informants,
EMS2 is flexible in its operations, following customer demand. They are
also quick in their response to customer demand. Personnel at EMS2 are
“looking behind the numbers” and trying to be sensitive to what is happen-
ing around them. For example, during the time of MSys’s ERP changeover
they noticed that the number of units being ordered was dropping below
the normal level, and so they started to trace the real reasons for this. EMS2
applies constant monitoring in their production and corrective actions are
introduced as soon as defects are noticed. EMS2 has back-up plans for ma-
chinery, material or manpower shortages and for extra demands concern-
ing MSys products that might occur. The manpower in production is multi-
task and therefore transferrable, which helps in varying demand situations.

MSys is in a position where it is prioritized over some other customers in a
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demanding situation at EMS2. EMS2 delivers a significant share of MSys’s
finished products directly to end customers. EMS2 also arranges tax ex-
emptions for MSys.

The overall atmosphere seems to be one where “the supplier is doing their
best to fulfill customer requests” and they are willing and able to “stretch”
in demanding situations, e.g. during the high December demand period.
The people at EMS2 have shown good commitment and effort in demand-
ing situations. Extra series of tests or trials, for example, have been done
when needed by a customer. Also, they have supported MSys’s ERP
changeover situation by doing manual work where this has been required to
run operations smoothly. Overall one can see that a lot of operations have
been done with the customer in focus. This effort was described in EMS2’s

presentation materials in a MSys-EMS2 executive meeting:

“We work with our customers collaboratively to reduce total costs through re-
design, competitive sourcing, and manufacturing efficiency.”

EMS2’s proactive actions did not receive a very flattering assessment from
MSys. Based on the interview data, such actions were perceived as more
reactive than proactive in many situations. However, EMS2 also referred to
their proactive behaviour in several phases, including mentioning that there
is room for improvement. In part, the difference can explained by the fact
that some of the proactive actions in question are internal development
actions and are perhaps not so immediately visible to MSys. A critical issue
at the moment seems to be component availability and a lot of proactive
actions are expected in this area. EMS2 has started to review component or
material availability and they are sharing the information with MSys. EMS2
is also “defending” component prices in the market. EMS2 are very con-
scious about their competitiveness and therefore quite a lot of proactive
actions, such as technology development and continuous improvements,
are implemented internally. These are not always visible to MSys, but can
lead to e.g. development ideas for the production process or for a product
design. The constant follow-up of the market situation can also be consid-
ered as a proactive action. EMS2 seems to have the knowledge and the in-
terest to follow the market situation. This makes it possible to act proactive-

ly whenever needed. An EMS2 informant discussed competitiveness:
“When we talk about the competitiveness; I think we are still in - I would say -

in the ball game. We have also been actually doing some internal benchmarking

with our competitors, especially on costs compared to others, are we high or are
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we low. We have also been measuring ourselves there. So in terms of competi-
tiveness, I would say we are still in the ball game and also we, our manage-
ment, actually have a kind of road map and they have an idea of how to bring
[EMS2]to the next level where we will equip ourselves with more advanced
equipment or we will be a more value-added supplier to [MSys]. So basically I
would say, of course, we will not be the cheapest of all, but we would like to po-
sition ourselves at least ...as competitive.”

Tailored reporting is included in this category of customer-focused opera-
tions. During the major production transfer from Finland to Malaysia a few
years ago, it was agreed that the reporting on production would be on the
same level as in MSys’s own factory. This operational reporting includes e.g.
yield reports, test reports, shipping info and e-invoices. In addition, EMS2
provides weekly minutes of meetings concerning operational issues. EMS2
makes a monthly production line audit with a check list provided by MSys.
Annually, EMS2 carries out a customer satisfaction survey and the results
are shared with MSys and with other key customers. A business review is
also a mode of reporting, and one in which EMS2 shares information such
as sales volumes, delivery performance, quality performance, the compari-
son of forecast versus actual sales, and delivery backlog.

The elements of supplier relational effort in the category ‘customer-
focused operations’; found in the dyad MSys-EMS2 were 1) a customer-
focused organization, 2) people working with a customer focus who also
consider the wider context and business objectives, 3) a quick and effective
response to customer demand, 4) customer-specific development initiatives
deriving from daily operations, 5) proactive actions, even if these were not
highly visible to MSys, and 6) formal reporting.

1.2 Customer-focused internal development

At EMS2 a lot of development effort seems to be related to MSys’s needs
and expectations. EMS2 controls quality and the efficiency with their inter-
nal key performance indicators (KPIs). KPIs are a tool to find issues for
continuous development and improvement. KPIs are communicated to
MSys and improvement ideas related to MSys business and operations are
discussed and processed together. EMS2 has a process engineering team
where process improvement ideas and initiatives are created and imple-
mented. The process engineering team also has a member in the EMS2 cus-
tomer focus team (My Company concept). EMS2 is running a lean in-house
production—development project. One example of this internal develop-

ment effort was a reorganization of manufacturing so that all manufactur-
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ing related to MSys products is now in one location. This makes manufac-
turing and its supervision easier and more efficient. Another initiative al-
ready implemented was keeping the manufacturing area clear of cardboard
boxes in order to increase the quality and safety level of the production en-

vironment. One EMS2 informant reported:

“..we have a process engineering team in place which is regularly looking into
the manufacturing processes and gives feedback to [MSys]. If we see something,
we change it.”

MSys, as all key customers, also influences investment decisions at EMS2.
EMSz2 is making proactive efforts in production technology development in
order to better serve customers’ future needs. EMS2 has suggested changes
in the design of MSys’s products to enable better manufacturability or lower
costs. Another EMS2 effort concerned reducing the turnaround time in pro-
totyping. This required some extra manpower for prototyping. EMS2 offer
their customers a possibility to utilize virtual prototyping software. The
software enables reduced time-to-market, better manufacturing design,
lower costs and a more effective supply chain. EMS2 has several quality
certificates, which helps the company to run development efforts in a sys-
tematic way and supports continuous improvement. EMS2 also has specific
quality certificates for the medical industry, which could also serve MSys’s
business due to the demanding environmental requirements in both busi-
nesses. EMS2 runs quality awareness training for their operators and in-
spectors twice a year to uphold quality competence among the staff mem-
bers.

Further examples of EMS2’s customer-focused development efforts in-
clude developing jigs and fixtures for MSys, and they have developed proper
documentation capabilities for them. EMS2 is also creating some documen-
tation for MSys’s existing jigs. For relationship building, EMS2 is running a
Customer Relationship Management —programme in order to increase
market awareness and risk management capabilities. It aims at better un-
derstanding of the customer’s business. It is about “getting to know each
other at all levels — getting to know the customer”. EMS2 has e.g. budgeted
money for company visits to enable face-to-face meetings between the peo-
ple involved in the relationship in different operations and at different lev-
els. On the strategic level they are presently working with MSys to produce
a proper current state analysis of the relationship. The aim of the analysis is
to produce a detailed assessment of the current situation and to plan for the

future together. A customer satisfaction survey is carried out annually by
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EMS2 and the information obtained is utilized to manage and propel cus-
tomer-specific development efforts. At the moment EMS2 is planning new
capacity and are investigating possibilities for a major expansion. This
opens a new opportunity to “think big” with MSys.

The main elements of supplier relational effort in the category ‘customer-
focused internal development’ found in the dyad MSys-EMS2 were 1) visi-
ble examples of effort, driven by efficiency requirements, on the operational
level driven, 2) key persons communicating customer needs internally, 3) a
customer satisfaction survey driving the internal development process, and

4) an action point list for follow-up and communication.

1.3 Interaction

Active interaction is one category of supplier relational effort. There can be
significant differences in the amount and the quality of the interaction in
different business relationships. MSys’s official main contact person in this
relationship was changed from one in Finland to a new one based in China
just prior to the research field study. The Finnish contact person was inter-
viewed due to his long experience in this relationship. The interaction be-
tween MSys and EMS2 is partly controlled by an agreement. For example,
certain quality and efficiency reports are required and are delivered on-line
for all products. Due to the long distance, the demanding assembly and del-
icate nature of their products MSys and EMS2 have agreed specifically on
the process and content of information sharing. EMS2 seems strictly to
obey the terms of the agreement and they are interacting actively as agreed.
However, they do not seem to be very spontaneous or proactive in their
interaction with MSys. The interaction is more formal in its nature, at least
on some levels and between some individuals. On the other hand the man-
agement level described the relationship as professional, goal-oriented and
consisting of two proactively involved parties. There seemed to be some
differences between individuals in how the interaction was experienced.
MSys’s management team was changed two years ago and thus these last
two years has been spent “getting to know each other”. This refers to the
fact that the relationship is based on individuals working together, and thus
it is essential to know the other side personally to have a fruitful relation-
ship. The management style of MSys’s new management team was some-
how different from what EMS2 were used to earlier, and it took some time
to learn to know each other and to find a common style of interaction and
communication. Now the relationship is working more in the “old way”,

referred by EMS2 informant as a “gentlemanly relationship”.
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The interaction involves several information systems and information
sharing applications. EMS2 offers MSys on-line access to its component
database to see the active components in use, which again can make the
start of manufacturing a new product easier, quicker and more cost effi-
cient. It provides MSys with price indications for new components. MSys
has on-line access to the production line information. EMS2 defined the
change in the management process, which they follow strictly. They also
require MSys to follow it; this was experienced as a positive thing by MSys.

MSys and EMS2 had a major conflict around a year ago, and their experi-
ence of managing the conflict was discussed in every interview. The conflict
was solved with an open approach described as “be open about it — find the
solution together”. Settling the conflict included e.g. additional testing and
analysing as well as company visits. The problem was nevertheless settled
under pressure in a short time and it seems that there are no longer any
hard feelings. This was a very testing experience for the individuals in-
volved, and it serves as a shared “survival experience”.

EMS2 and MSys also meet on the senior management level. They had an
executive meeting recently with a business review and discussion on future
expectations. EMS2 felt that discussion about problems was always open,
whereas at MSys this was not agreed quite as unanimously. Both companies
welcome visits from the other party and several visits have been arranged
lately despite the long distance. EMS2’s management takes overall respon-
sibility “for keeping the customer happy”. This includes e.g. business re-
views, visit arrangements and problem solving. On the operational level
EMS2 and MSys have a weekly conference call concerning operational is-
sues. To give an example from the operational level, the working instruc-
tions are written by MSys in English while EMS2 takes care of the transla-
tion and implementation of the instructions. From the interviews and ob-
servations it was seen that the relationship includes collaboration in prob-
lem solving as well as goodwill. EMS2 are strict in their behaviour also in
this relationship: what is agreed, is done — even in tough situations. The

interaction was described by one the EMS2 informants:

“There is no discussion or no unnecessary discussion I would say - if there is an
issue to be discussed discussions are about the issue. We look - both parties
name problems the way they are and we look for a fast effective way to resolve
the problems that we are having. There is no - I don't see a lot of polemical
things going on there or always saying hey you know two years ago you had
this and three years ago you had that. It is really goal-oriented. We don't lose a
lot of time lingering in the past and that is — beat managing problems, manag-
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ing changes in the production line that we have to do, increasing or decreasing
production capacity. So I think it is — I see it as an easy way to work when it
comes to how the work has to be done. It’s not easy work that has to be done but
the way we work together is fairly easy, fairly straightforward. We have a team
in place here as well as in [MSys] that understand each other very well, they get

along very well.”

In the category of ‘interaction’ the following main elements of supplier rela-
tional effort emerged from the interviews with the dyad MSys-EMS2; 1) lot
of formal interaction, 2) management visits despite long distance, 3) regular

meetings and 4) information systems for sharing information.

1.4 Joint development

One category of supplier relational effort arising from the data is shared
development. This category includes e.g. the planning and development of
products, processes and future business together. At EMS2, the director of
business development (DBD) is responsible for future business develop-
ment, including finding new customers as well as expanding business with
present customers. The DBD together with the EMS2 senior management is
working actively at the moment to find new business opportunities with
MSys. They had an executive meeting recently where the senior manage-
ments of EMS2 and MSys shared and discussed their visions of future pos-
sibilities. EMS2 is very keen to expand its business with MSys with new
additional MSys products or whole product categories. They are also trying
to convince MSys to utilize the EMS2’s engineering services. For example
they offer services such as engineering for manufacturability, engineering
for cost competitiveness, engineering for design and engineering for an effi-
cient supply chain. EMS2 and MSys are updating their contract at the mo-
ment in order to “remove obstacles” for the future.

The companies have engaged in some product development together; they
have e.g. developed a new component for one of the finished products.
EMS2 arranged the testing of the new component locally, and even MSys
took some of the responsibility for the testing. When starting the produc-
tion of new products at EMS2, joint efforts are required to train the staff
members in the new product and its testing.

Some process redesign was done recently due to the ERP changeover at
MSys. EMS2 runs a VMI warehouse for MSys, which has been developed
and implemented together. They are currently jointly developing an inven-

tory process at EMS2 in order to provide more precise inventory data. One
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of the big interests of both parties is local sourcing opportunities. EMS2 is
trying to find potential component suppliers locally to lower costs. MSys is
participating in this, and they are providing additional resources from their
China procurement office in some cases. This is one example of the cost-
down projects companies are working on. Due to the fact that cost is an
important issue in this business, interest in these projects is high and the
companies are willing to do it together. The outcome of cost-down projects
is shared in accordance with the win-win principle. To prevent difficulties
with the availability of materials, the possibilities for buffer stocks are being
considered together and frame contracts with critical component suppliers
are being negotiated. One joint effort is MSys marketing in Asia. EMS2 has
supported MSys in their marketing efforts in Malaysia.

In this category of ‘joint development’, in the dyadMSys-EMS2 several ex-
amples of supplier relational effort were found but they were quite inde-
pendently executed. Hence, ‘doing together’ was not highly visible.

2 Factors affecting the supplier’s relational effort

2.1 Strategy and objectives

MSys is one of EMS2’s top customers. They have been in this business rela-
tionship for a long time and the business has grown substantially along the
way. The owner and chairman of the company established the relationship
over 20 years ago, and is still involved in it, and this relationship tends to
receive a lot of attention at all levels of the company. EMS2 would like a
bigger role in MSys’s business. They would prefer to have total responsibil-
ity for manufacturing and quality control from sourcing to delivery for some
products or product categories. At the same time they are trying to expand
their business in the area of engineering services. EMS2 is very aware of the
market situation and they are actively positioning themselves in the market.
They understand that as a contract manufacturer they have to be highly
competitive; it is a tough market. They are not trying to be a large-sized tier
1 supplier. Instead they are a tier 2 supplier offering the customer more
flexibility and attention. They understand that as a tier 2 supplier they have
to make relational efforts in order to serve the customer flexibly according
to the customer’s specific needs. This explains EMS2’s positioning strategy
and why EMS2 is making an effort to develop the relationship. However,
they also understand the importance of cost competitiveness; they know
that there are other companies that could do the same business for MSys.
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They are working under constant cost pressure, which leads them make
efforts in form of proactive improvements in their operations. The person-
nel at EMS2 are used to working in a competitive culture and environment,
and they are used to competitive situations. They are trying to work out how
they can survive and win customers, unlike some other business cultures
where more attention would be paid to circumstances and the environment
in order to find explanations for losses.

In the category ‘strategy and objectives’ as a factor affecting supplier rela-
tional effort, relatively good strategic fit was observed in the dyad MSys-
EMS2, although some contradictory expectations were also noted.

2.2 Organizing

EMS2 started the "My company” -programme in 2008. This has increased
the customer focus on all levels of the organization. Now they have a cus-
tomer-focused organization with customer teams and key account manag-
ers and executives. This has been a good facilitator for supplier relational
efforts towards specific customers. In EMS2 the senior management is ac-
tively involved in customer relationships as well. This creates a good plat-
form for interaction and for the creation of new ideas. Such attention gives
the opportunity for interaction and interaction creates a foundation for new
ideas. New ideas in turn facilitate supplier effort (and customer effort), such
as new product development or process improvement. EMS2 is located at a
distance from MSys, which makes face-to-face interaction somewhat chal-
lenging. At the same time, the manufacturing of MSys products is strategic
for both parties, the quality requirements are high and the product is deli-
cate. Due to this combination the interaction involves quite a lot of e-
reporting and information sharing, as agreed in the contract. Hence, the
reporting is more formal and structured than in the dyad MSys-EMSi,
where face-to-face meetings and “doing together” were more usual.

In the category ‘organizing’ as a factor affecting supplier relational effort
the markers found in the dyad MSys-EMS2 were 1) customer-focused or-
ganization, 2) customer-assigned teams and 3) clearly defined processes
and roles.

2.3 Competence, attitude and motivation on the individual level
Based on the interviews and observations, motivation and competence on

the individual level has an important effect on supplier relational effort.
This was visible in all cases and was very clearly expressed by MSys in the
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interviews. One individual especially valued by the personnel at MSys in
this case was the manufacturing superior at EMS2. This individual was per-
ceived as truly able to keep the things running and hold the fort. This is re-
lated to other findings in the data that show that individuals are very im-
portant in the relationship.

Appropriate behaviour and respect for the other person also affect rela-
tional effort and create a fruitful platform for a better relationship. Reci-
procity was visible in the findings: if we are treated well, we will be more
willing to put effort into serving the other.

At EMS2, individuals keep their promises. This is perceived as a question
of honor and derives also from the cultural background. Another cultural
element is the attitude to serving the customer and making things better.
An EMS2 informant put it in this way:

“Tt’s my duty — you have to make improvements day to day.”

In the category ‘competence, attitude and motivation’ on the individual lev-
el as a factor affecting supplier relational effort in the dyad MSys-EMS2 the
markers were 1) a high motivation to serve the customer, 2) a good under-
standing of the big picture and 3) interest in developing.

2.4 Attractiveness of the buying company

The attractiveness of the customer affects supplier effort on all levels, from
the strategic to the operational. MSys is an important customer for EMS2 in
many senses. The current sales volume is high; MSys is among the top five
customers for the EMS2 group and among the top three customers for the
business unit. The business with MSys has grown substantially along the
way. The last big step in business was taken a few years ago when the
manufacture of certain MSys products was transferred wholly to EMS2. It
was a big effort from the part of both parties and a good learning experience
as well. The volume of these MSys products is high and gives EMS2 a possi-
bility for mass production and also for developing the process in the long
run. Thus, EMS2 has had positive experiences with MSys, along with some
noteworthy challenges. MSys also continues to be attractive to EMS2 due to
potential new business in the form of new products and engineering ser-
vices. Discussions on future expectations and opportunities are on-going
and this gives EMS2 confidence to plan for the future and to put more effort
into the relationship. It was clear from the interview data and from the dis-
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cussions that MSys is an important customer and an attractive customer for
EMS2. One of the EMS2 informants described it thus:

“... What is our relationship with [MSys] like... I think to be honest [MSys] is one
of our favourite customers. They tend to get maybe a little bit of most favoured
customer status and treatment from us because we have such a long historical
relationship. It’s a very important relationship to our owner and founder... in
the course of my many years here at [EMS2] I've had the chance to work with a
number of people [from MSys] and really step by step raise our relationship to
quite a significant and important level. That’s not to say that there haven't been
a few bumps along the road ‘cos there is always something comings up, delivery
challenges or quality issue, process issues that need to be solved... but I think in
generally that we have tried very hard to be a good partner in every sense of the
word partner to [MSys] and here we just we think they are a great customer for
EMS2.”

In EMS2’s day-to-day operations the importance of the customer is visible
due to the high volume of actions related to the customer’s business. This
creates an environment where a lot of work and interaction takes place, and
in such an environment staff members understand the importance of the
customer. On the individual level this motivates the putting of extra effort
into one’s work. The interaction with customer also creates situations where
people get to know each other and where space exists for discussions to
exchange ideas and learn more about the business and essential related
issues. A working environment with a lot of customer-specific actions and
with a lot of customer-specific interaction generates “natural spaces to
make an effort for the customer”. The more visible the importance and the
attractiveness of the customer are the more likely it is that people will take
customer-specific needs into account also in their internal development
efforts and plans.

MSys’ attraction for EMS2 was explained by one EMS2 informant as fol-

lows:

It’s a good fit in terms of the kind of customers that we look for. That is; a leader
in their niche, a high technology company with some unique technology with
products that demand quality and reliability and have a long life-time, that is
products that continue from generation to generation and some good volume as
well. So [MSys] for us really is sort of the ideal fit for the kind of target customer
profile that we are looking for... the companies are good match in terms of their
technology and quality focus. [MSys] has high tech products. They have good
name in the market place for reliability and quality. They are the leader in their
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niche or niches that they serve in meteorology and instrumentation. And that’s

exactly the kind of customer that we look for.”

In another interview the attractiveness of MSys was discussed and the rea-
sonable nature of the company’s demands was valued by the EMS2 inform-

ant:

“..the fact that [MSys] understands that its supplier has to make a profit as well
in order to be successful in the long term. With [MSys] we have, what I would
say, is a customer who is reasonable in their demands. It is not that [MSys] only
says do whatever you want - [MSys] knows exactly what they want, but [MSys]
understands the business and has reasonable demands. They are tough but they

are reasonable.”

MSys was perceived as attractive also due to the pattern of its demand for
the products manufactured by EMS2: demand is constant on a yearly basis.
In addition, business with MSys has been a good learning opportunity for
EMS2, who have gained valuable experience about the challenging product,
process and business of MSys. EMS2 has won other customers as a result of
the learning experience with MSys.

One EMS2 informant discussed the mentality of the companies as en-
hancing the attractiveness of the relationship:

“I think there is a good match between the mentalities of both companies. I think
we are both serious technical and engineering companies our focus being de-
sign, development and manufacturing, and [MSys] is really in science, behind
science is engineering and the instruments that they produce.”

In the category ‘attractiveness of the customer’ as a factor affecting supplier
relational effort the markers found in the dyad MSys-EMS2 MSys were 1) a
customer highly important and attractive for many reasons, e.g. big sales
volumes and future business potential, 2) a ‘caring customer’ with reasona-

ble demands, and 3) a customer open and fairly easy to communicate with.
2.5 Current relationship and interaction

The quality and the functioning of the existing relationship have an effect
on supplier relational effort. Based on the interviews and observations con-

cerning this dyad it can be said that a close and active relationship as well as

good cooperation and a common history with its challenges and successes
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create a good foundation for further effort. "Doing things for the customer
and doing things together” creates situations where effort is a natural part
of operational work. Individuals learn more about the partner, about their
processes and about how to do things in a jointly way. Hence a well-
functioning relationship facilitates more effort and that effort is more influ-
ential due to the learning it involves. Issues can be responded to quickly
and the results can be seen quickly, which again motivates continued effort.

EMS2 and MSys have had a business relationship for over 20 years. The
relationship has been experienced as a good working relationship with mu-
tual understanding. One of the EMS2 informants described the meaning of
this long relationship like this:

“We have built up a relationship with MSys that allows both sides to work in a
very efficient way and it would be a pity for us not to use what we have already
achieved so far to do more. We know how to work with MSys, MSys knows us.
So why not build on this basis and try to maximize the results.”

This emphasizes the importance of learning to know the partner through

common experiences. The informant continued:

“..a lot of learning has happened. We know what MSys wants. We know what
quality expectations MSys has. MSys has learned what they can expect from

2

us.

Trust is a key element in any relationship. It takes time for trust to develop
between organizations and trust has to be gained between individuals.
Therefore shared experiences also along the way are important for building
trust. On the organizational level trust can be built based on e.g. good refer-
ences, but to create trust between individuals requires personal experience

as well. An EMS2 informant expressed the idea thus:

“..there is a lot of trust and I think a lot of collaboration in solving problems
and looking for ways we can build on the relationship we have had and how it

benefits both companies.”

In sum the people at EMS2 were happy and positive about the current rela-
tionship and about the interaction with those at MSys. They valued the
openness of the interaction and the ability to speak out. This all makes it
easy to work together. There are no unnecessary discussions or polemic.
According to one of the EMS2 informants:
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“The way we work together is fairly easy.”

The way of communication and discussion was also described as straight-
forward and easy. The people at EMS2 and MSys have been able to solve a
very challenging conflict situation recently. It has been a good learning ex-
perience for both parties; there was open communication despite the criti-
cal situation. This was an experience indicating the level of commitment in
the relationship. It also deepened trust due to the good outcome.

The markers of the affecting factor ‘current relationship and interaction’
found in the dyad MSys-EMS2 were 1) the companies have a long shared
history with successes, 2) a major conflict was solved successfully, 3) there
are cultural differences, 4) the distance between the parties is long, and 5)

in regular interaction there is (sometimes?) a formal emphasis.

3 Impact of the supplier’s relational effort

What is the impact of supplier relational effort on the relationship and on
the businesses of both parties? The informants in the dyad MSys-EMS2
were also asked ‘How good or well functioning is this relationship?’ The
average of all the scores for the dyad MSys-EMS2 was 4.8 (5.6 in the dyad
MSys-EMS1). For the MSys informants the average was 3.7 (4.7 in the dyad
MSys-EMS1) and for the EMS2 informants it was 5.5 (6.4 in the dyad MSys-
EMS1).

Informants were also asked how important EMS2 relational effort was for
MSys. The average score was 5.2 (5.6 in the dyad MSys-EMS1). The MSys
informants assessed it as 5.2 (5.7 in the dyad MSys-EMS1) and the EMS2
informants also assessed it as 5.2 as well (5.5 in the dyad MSys-EMS1).

Sales volume was also investigated in the dyad MSys-EMS2; EMS2’s sales
volume to MSys had decreased by 0-5% from 2007 to 2009 (10-15% in-
crease in the dyad MSys-EMS1).

The following impacts were brought up in the discussions and supported
by observations. The business relationship develops due to effort. Here,
effort includes open discussion, which has created more trust and in turn
laid the foundation for good cooperation. The business environment in the
relationship feels safe enough for the participants to interact freely and to
discuss issues openly. People have learned to know each other, the other
company, its business, product and processes, which make it easier to
communicate and to work together. The way of working becomes more
straightforward and operations become more efficient. Problem solving
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becomes more effective and faster. Rapid response and actions become pos-
sible. Every action does not need to be separately agreed and invoiced, ow-
ing to the atmosphere of trust. Possible extra costs can always be agreed
later on. This all brings flexibility. The easiness of the relationship also
means lower relational costs and things get done more effectively and effi-
ciently. Low relational costs facilitate interaction at all relevant levels. All
this can further strengthen the relationship. The MSys-EMS2 relationship
was described as excellent by one of the informants. The relationship be-
tween MSys and EMS2 seems to be a strong relationship at least partly due
to all the effort made and to past shared experiences such as success in the
product transfer operation and in conflict management. The companies
share the spirit of a long-term partnership.

The main aim expressed in this dyad, as also in the dyad MSys-EMS1 was
to expand the business and become more competitive. This aim drives rela-
tional effort; the evidence for this can be seen in the perception that busi-
ness expansion and better competitiveness can be at least partly due to
supplier effort. MSys would not have transferred their strategic production
to EMS2 without the supplier’s effort. EMS2 is also constantly striving to
improve their competitiveness and thus their ability to offer MSys more
competitive prices. This means lower total costs in the supply chain. An
effort like local sourcing is a good example of effort directly affecting the
competitiveness of both parties. With more efficient operations and a more
efficient supply chain the parties can enjoy shorter lead times, which reduce
the pressure on forecasting and create better opportunities for MSys’s sales
in terms of shorter delivery times for their products. Time-to-market can
also be reduced.

All this improves MSys’s possibilities of gaining a greater market share,
which again would mean more business for both parties. If the supplier’s
effort is good and the relationship is working well, MSys can concentrate on
their main business, i.e. marketing, selling and new product development.
An outcome of the supplier’s effort is a competitive, reliable and effective
contract manufacturer with consistent deliveries and with fewer quality
issues. This improves customer confidence, including for MSys, one result
of which is that the reputation of MSys improves. All these points were
brought up in the discussions with the informants.

EMS2 has learned a lot as a contract manufacturer in this relationship.
They can adapt the lessons learned to other customers as well, to both exist-
ing and potential new customers. Although many good outcomes can be
achieved by supplier relational efforts, all such effort needs resources.
Hence it is always a question of balance between the amounts of resources
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needed versus the outcome to be achieved either now or in the future. Ac-
cording to the social exchange view, “Profit thinking can be applied also in
social exchange environment. The profit can be said to be the reward (val-

ue) less cost.”(Homans 1958; Calhoun et al. 2007)
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Appendix 4. DYAD MSys-EMS3 EXPLORATION

1 The supplier’s relational effort

The informants of the dyad MSys-EMS3 gave an average score of 4.1 for
supplier relational effort (5.6 in the dyadMSys-EMS1 and 4.5 in the dyad
MSys-EMS2).The MSys informants gave a score of 2.2 (5.2 in the dyad
MSys-EMS1 and 3.8 in the dyad MSys-EMS2) and he EMS3 informants a
score of 5.6 (6.0 in the dyad MSys-EMS1 and 4.9 in the dyad MSys-EMS3).

In the following sections supplier relational effort will be described.

1.1 Customer-focused operations

MSys is a Key Customer for EMS3, which is a strategic decision made by
EMS3. On the operational level the actions are customer-oriented and the
people at EMS3 respond quickly to MSys’s requests. The Current Account
Manager has worked for EMS3 for less than two years and he was charac-
terized as “clearly better than earlier ones” in responding, while things have
also improved in this sense from MSys’s perspective. On the individual level
the customer focus can clearly be seen and serving the customer as well as
possible is perceived as a question of honor. One of the EMS3 informants
put it this way:

“For us the customers are very much number one’ and important. They have
always been and [MSys] is important for us as well just for the product range ...
We want to make an effort for the customer one way or another; they are very
important to us. Without customers we would not have these operations...”

However, stiffness or non-flexibility of operations on the practical level
makes quick responses difficult. In many cases the answer is that the re-
quest cannot be fulfilled in the given time frame. For example, in the case of
extra new demand the Buying Cuttomer has to wait for an answer until the
weekly commitment meeting at EMS3 has taken place. Only after that can
answers can be given concerning new orders. One of the MSys informants

expressed it this way:
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“.. to be direct... at [EMS3] almost anything that differs from the normal - it is
terribly difficult to get it through...”

On the operational level a lot of expediting takes place. It seems to be very
important and a lot of effort is put into it. The work at EMS3 production
units strongly emphasizes operational actions and a lot of resources are
used for controlling the order-delivery chain. The controlling of deliveries
seemed to be more or less continuous and does not really indicate the kind
of customer-specific supplier relational effort that is the interest of this
study. The need of control can be an indication of a situation where the op-
erations management is not working properly and therefore constant hu-
man control is needed. The impression based on the interviews and obser-
vations was that EMS3 is more reactive than proactive in their operations.

Little discussion takes place about developing things. The aim was more
to fulfil the order as well as possible. Some checking of customer forecasts is
done and possible corrections are communicated. A demand simulation
was done once a week at the EMS3 production unit and the feedback from
the simulation in form of a delivery plan was sent to MSys. According to the
EMS3 informant very few comments were received from MSys concerning
this plan. MSys receives some priority in production.

There is no regular reporting between EMS3 and MSys. There was some
in earlier years. Currently, reporting occurs only in case of major problems,
when extra control is required, and the reporting procedure is agreed sepa-
rately. Delivery reliability is measured, but the only issue related to it
brought up in discussion was that MSys measured it “wrongly” until it was
corrected on the initiative of EMS3. There was no discussion how this relia-
bility indicator is currently followed or communicated or how the things are
developed based on the indicator. There is significantly less reporting in
this dyad than in other two dyads.

The elements of supplier relational effort in the category ‘customer-
focused operations’; found in the dyadMSys-EMS3 were 1) a customer-

focused organization and 2) people working with a customer focus.

1.2 Customer-focused internal development

In customer-focused internal development EMS3 differed significantly
from the other two suppliers in this study. Relatively few examples of this
kind of supplier relational effort were observed. In the dyad MSys-EMS1
there were many signs of and discussions about customer-focused internal

development. Also in the dyad MSys-EMS2 the informants strongly empha-
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sized a development orientation in their cooperation with MSys, which was
supported by examples of already implemented development efforts. In
both dyads 1 and 2 they emphasized that they are actively trying to make
customer needs a driver for internal development efforts on all levels.

Developing EMS3 purchasing was discussed, and it was also the main de-
velopment effort being made by the Account Manager at the time of the
research. The developing of purchasing focused on the re-planning of buffer
stocks down the supply chain. No wider discussion occurred.

EMS3 carries out a customer satisfaction survey annually and this way
they also receive feedback from MSys. The process for utilizing the survey
results to improve customer satisfaction was not revealed in the discus-
sions. How efficiently and effectively the survey results are used in develop-
ing operations remained open. In comparison, in the dyad MSys-EMS2 a
customer satisfaction survey was also carried out and the informant ex-
plained the post-survey process and the principles according to which the
results are used to improve operations. EMS3 is running a Vendor Managed
Inventory (VMI) for MSys, but no development actions, initiatives or desire
concerning the VMI was brought up. It was simply stated that “VMI is
working as usual”.

In sum the only issues related to customer-focused internal development
were purchasing initiatives and the customer satisfaction survey. To give an
example, when one EMS3 informant was asked about what customer-
specific development efforts were made he was unable to mention any and
instead he started to wonder what could be done in the future. In this re-
spect there was a significant difference compared to the discussions with
the informants of other two suppliers. On the operational level at EMS3 no
examples at all of any customer-specific internal development efforts were
given nor was there any indication of a desire to develop. There was no
discussion on any level about developing efficiency in production or overall
competitiveness. Efficiency in production was not measured or controlled,
according to the discussions with the informants. At least, the management
of operations was not stated to rely on efficiency or performance measures.
No examples of customer-specific production technology development were
given either. Only on the strategic level did the informant express the desire
to develop the production technology together with the customer.

Nevertheless, the personnel at EMS3 were all very motivated to work hard
to serve the customer on daily basis. The desire to develop internal issues,
efficiency and competitiveness was not present in the research data. This
was a significant difference compared to the other two dyads.
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Very few markers of supplier relational effort in the category ‘customer-
focused internal development’ were found in the dyad MSys-EMS3.

1.3 Interaction

In daily operational issues EMS3 and MSys communicate actively. Persons
from different operations interact with each other and. cooperation be-
tween individuals functions well. Interaction is concerned mainly with tak-
ing care of daily business on the operational level, including discussing is-
sues, solving problems and controlling deliveries. On the strategic level the
companies have had some informal discussions and meetings recently. A
good example of the “increasing interaction” mentioned by an EMS3 in-
formant was the participation of EMS3 in MSys’s new ERP training pro-
gramme. In this dyad there were no regular meetings between the parties,
which was a significant difference compared to the dyad MSys-EMS1. Reg-
ular meetings used to be held in earlier years, e.g. review meetings and pro-
duction weekly meetings. At the moment, interaction was related to the
handling of operational actions, solving problems and controlling things. In
this sense the dyad MSys-EMS3 differed significantly from the other two
dyads. There is a lot less interaction overall in this dyad than in other two
dyads.

The updating of the contract had not been finished the previous year due
to the challenges in it. It was proposed by EMS3 to improve the forecasting
procedure instead, and this was decided. However, the forecasting has not
improved and the contract has still not been updated.

No problems in communication or interaction between individuals were
mentioned, but open discussion appeared to be missing. There is no place
for proper dialogue at the moment. Only a few face-to-face meetings have
been held lately between EMS3 and MSys. Meetings have been set up basi-
cally at the customer’s request, and only in the case of major problems.
EMS3 representatives have not properly prepared themselves for these
meetings and typically another follow-up meeting has been needed to re-
solve the issue. The people in the production units at EMS3 have mainly
communicated only via e-mail and the telephone with MSys. The MSys
management has visited the Estonian production unit once.

The markers of supplier relational effort in the category ‘interaction’
found in the dyad MSys-EMS3 were 1) interaction mainly via e-mail and
phone and little open discussions, 2) a few visits only and 3) occasional

meetings only.
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1.4 Joint development

EMS3 and MSys have had discussions on the strategic level in order to find
shared future possibilities. There were no other actual signs of joint devel-
opment efforts on any level. In this sense the dyad MSys-EMS3 is different
compared to the other two dyads, where “developing together” was strongly
emphasized both verbally as a desire and in the realization of various prac-
tical measures. To give an example EMS3 is not actively involved in fore-
casting. They expect the customer to provide a good forecast for them; the
message was more along the lines ‘if we do not have an accurate forecast we
cannot operate well’. Another example indicates the low level of desire
EMS3 has to develop and to expand its business with MSys. An EMS3 in-

formant said:

”... It’s really hard for me to start to talk with MSys about what more we could
manufacture... I haven't done it... because anyway I have a limited capacity in

2

use.

The” doing together” spirit was very much visible in the dyad MSys-EMS1,
but in this dyad it seemed to be almost completely absent. “Doing together”
and “developing together” go very closely hand in hand, as was seen in in
the dyad MSys-EMS1. If one is absent, it is hard to have the other. However,
on the strategic level some intentions for developing together were seen.

No markers of supplier relational effort in the category ‘joint develop-
ment’ were visible in this dyad.

1.5 Summary of the supplier’s relational effort in the dyad MSys-EMS3

Doing and motivation on the individual level was good. Hence supplier op-
erational effort was good. The level of developing was modest and the desire
to develop operations and wider entities was very much lacking. Basically,
only the top management expressed a development orientation. Perceiving
the bigger picture or thinking of developing a bigger entity was not typical
in this case. For example, neither the supply chain as a whole nor the com-
petitiveness of EMS3 was really discussed. Contradictory views were ex-
pressed both internally and between the case companies. Strict boundaries
seemed to exist between functions or work positions and the feeling of “do-
ing together” was not visible either internally or between the parties. Opera-
tional doing was heavily emphasized.
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2 Factors affecting the supplier’s relational effort

2.1 Strategy and objectives

EMS3 considers MSys a strategic customer. There was some mismatch be-
tween the strategies of EMS3 and MSys, leading to a situation where the
respective views were not congruent. In this dyad the companies did not
have congruent strategies or objectives. The fact that MSys is a key custom-
er for EMS3 increases EMS3'’s effort and currently this can be seen on the
strategic management level as active discussions concerning future pro-
spects. But supplier relational effort is not very visible on any other level,
and the desire to increase the volume of business with MSys is missing as
well. The motivation is missing and many issues were experienced as trou-
blesome.

Conflicting views on issues were observed both internally and between the
companies. For example, the reasons given for why the contract was not
renewed or production transferred were not convergent. The EMS3 strate-
gic level informant had a fairly good understanding of the big picture and
was clearly trying to build a foundation for the relationship. But does he get
a response? Is his own organization aware of the strategies and objectives,
and are they willing and able to adapt them?

Concerning the category ‘strategy and objectives’ as a factor affecting sup-
plier relational effort it can be concluded that in the dyad MSys-EMS3 there
is poor strategic fit, but the potential for better fit exists.

2.2 Organizing

EMS3 is a customer-oriented organization. The key account manager takes
responsibility for the relationship with MSys and each production unit has
customer support managers who act as contact persons with MSys on both
technical and commercial issues. On the operational level issues are taken
care of with the customer in focus, otherwise people work quite inde-
pendently taking responsibility only for fulfilling their own duties. A devel-
opment orientation and a wider perspective on issues were not visible in the
organizational culture. Things are done more or less in the way they have
been done before and the consequences are visible.

In the category ‘organizing’ as a factor affecting supplier relational effort it
can be concluded that in the dyad MSys-EMS3 the supplier has 1) a cus-
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tomer-focused organization, 2) customer-assigned personnel, and 3)
somewhat confusing business processes.

2.3 Competence, attitude and motivation on the individual level

A “customer is important” attitude is visible at EMS3 and the motivation to
serve the customer is high. Situations are handled as well as possible, and
effort and motivation on the individual level are good. On the operational
level at EMS3 a good working attitude was evident: ‘things are taken care of
and that’s it’. The EMS3 informant said:

"It is a question of honor to be able to serve the customer”.

Differences were observed in competence levels. For example, at one pro-
duction unit the customer support manager had taken care of the relation-
ship with MSys and its products for very long time, and was very competent
in his work. His competence played a very important role in the manufac-
turing of MSys’s products and his partial absence can be seen in the com-
pany’s business operations. He is now part-time retired, which makes the
running of operations somewhat challenging. For some products EMS3 is
the only supplier and the documentation in not complete, which makes
switching suppliers problematic. The motivation of individuals is somewhat
weakened due to time pressure, where the customer often places an order at
the last minute and in a big hurry.

The people at EMS3 shared a common view and attitude: "MSys is poor at
forecasting”. This was brought up continually in all the interviews and it
was highly emphasized. In comparison with the other two dyads many of
the difficulties in this dyad were explained by poor forecasting. There were
few signs of trying to understand the wider perspective or to develop issues
by active participation. “The problem is theirs” was a prominent attitude.
Another difference in attitudes between this dyad and the other two dyads
was that the EMS3 informants often saw as troublesome issues which the
others might have seen as opportunities. For example, MSys was described
by the informants as a “product development house” and “engineering
house”, which was seen an opportunity for some informants in the other
dyads and a problem for some informants in this dyad. To offer a wider
range of services, e.g. total responsibility for manufacturing or design for
manufacturability, was seen as an opportunity in the other two dyads. “En-
gineering house” was seen as troublesome due to non-flexibility and due to
unclear processes in the dyad MSys-EMS3. In attitudes, the discussions
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with the EMS3 Informants included more searching for reasons and guilty
parties than considering how to change and develop things. This was very
different in the dyad MSys-EMS1 where guilty parties were not discussed;
instead the discussion focused on development and doing things together.
Doing or developing together was rarely discussed in the dyad MSys-EMS3;
instead each company only bears their own responsibility. This was typical
internally as well as between the companies in this dyad. In manufacturing,
although people know they are working for MSys, it remained somewhat
unclear whether they are motivated to make customer-specific effort or
whether they are just doing their job as well as possible whoever the cus-
tomer happens to be.

The EMS3 informants had a rather simplistic view of the functioning of
this relationship; if a proper forecast were available everything would work,
but because MSys cannot forecast, problems occur and longer delivery
times and bigger buffer stocks are needed.

The product transfer to competitors was a huge blow and disappointment
for EMS3. They felt that MSys had not been acting openly or fairly.

With respect to the category ‘competence, attitude and motivation on the
individual level” as a factor affecting supplier relational effort in the dyad
MSys-EMS3 it can be concluded that the supplier showed high motivation
to serve the customer.

2.4 Attractiveness of the buying company

MSys is among the top 10 customers for EMS3. EMS3 considers MSys a
strategic customer. MSys is an attractive customer to EMS3; both strategic
fit and the product fit are good according to the EMS3 informants. MSys
was seen as a successful and growing company with a lot of potential busi-
ness for EMS3. All the informants considered MSys to be important and
attractive, although this was rather modestly stated. The perceived trouble-
someness of the customer seemed to moderate their attractiveness.

With respect to the category ‘attractiveness of the customer” as a factor af-
fecting supplier relational effort in the dyad MSys-EMS3, MSys was per-
ceived as a highly important and attractive customer for many reasons, in-

cluding sales volumes and future business potential.

2.5 Current relationship and interaction

There is less interaction between the companies in this dyad than in other
two dyads. The interaction occurs mainly on the operational level, i.e. for
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purposes relating to the order-delivery process. There are few meetings
between the companies and no meetings on a regular basis. For this reason
there is no natural space for free discussion. The interaction can be de-
scribed as passive compared to that in the other two dyads; neither party
makes more than minimal initiatives to increase their interaction. The
communication cannot be characterized as open, either. EMS3 felt they
were treated unfairly during the product transfer to their competitors. This
information came late, after EMS3 had used a lot of resources in planning
the same product transfer from one of their production units to another
one. Contradictory views were also expressed by the informants on this is-
sue. There are tensions in the relationship, and hence MSys is trying to act
carefully to maintain the relationship and ensure the delivery of their prod-
ucts. The situation is challenging due to the fact that the volume of the
business has been falling, while at the same time there are products which it
would be challenging and risky to move to another supplier. The poor level
of documentation also makes product transfers difficult.

On the operational level the EMS3 informants felt that the relationship

was good and convenient. One of the informants put it this way:

“Tt is good to work with [MSys] people, the buyers are nice”.

In this dyad, individuals working in the interface had very differing views
about the quality of the relationship. Another common factor was that all of
them thought that they got along with each other very well. On the strategic
level the EMS3 informant described this relationship as a ‘worse than an
average customer relationship’. The purchasing procedure is not as profes-
sional as it should be and the relationship is superficial.

The markers of the affecting factor ‘current relationship and interaction’
found in the dyad MSys-EMS3 were 1) the companies have a long shared
history, 2) disappointments have occurred, and 3) there is little interaction

outside daily operational issues.

2.6 Other remarks

The operations management methods in this dyad were felt somehow to be
confusing by the informants. MSys has products where the material flow is
managed based on orders and they have products where the material flow is
based on forecasts. In between there are a lot of items controlled on the
basis of inventory levels. Hence there are methods like make-to-order, as-
semble-to-order and make-to-stock used, and the same item can be man-

146



Appendix 4 continues

aged by several different methods. This lack of clarity in operations man-
agement hinders the ability to make an effort and develop operations. It is
difficult to make an effort or focus effort in case the time and resources are
used instead for settling problems and correcting situations. Issues have to
be handled case by case instead of working along the supply chain accord-
ing to the plan. Inadequate operations management also leads to a situation
where things tend to be done at the last minute and in a hurry. This may
also be a commonly accepted way of working in the company culture or it
may be due to a lack of resources or due to the inefficient utilization of re-
sources. MSys faces challenges in operations management where the whole
supply chain is concerned. But this is the same for all the cases studied here
and it should not therefore cause extra trouble in one specific case. There
seemed to be differences, however, in suppliers’ toleration of the possibly
inadequate operations management and how willing and able they were to
help MSys in operations management-related issues.

EMS3 operations management and processes were felt to be inflexible.
Such inflexibility can also explain why the change situations were experi-
enced as troublesome. However, sufficient amounts of resources are a pre-

requisite for making an effort.

3 Impact of the supplier’s relational effort

What is the impact of supplier relational effort in this dyad for the relation-
ship and business of the companies? Or, conversely, what is the impact of
the lack of relational effort compared to the other two cases? Also In the
dyad MSys-EMS3 informants were asked ‘How good or well functioning is
this relationship?’ The average of all scores given for the dyadMSys-EMS3
was 4.1 (5.6 in the dyad MSys-EMS1 and 4.8 in the dyad MSys-EMS2). The
MSys informants average score was 3.2 (4.7 in the dyad MSys-EMS1 and 3.7
in the dyad MSys-EMS2) and the EMS3 informants’ average score was 4.8
(6.4 in the dyad MSys-EMS1 and 5.5 in the dyad MSys-EMS2).

The MSys-EMS3 informants assessed the importance of EMS3’s relational
effort for MSys with an average score of 4.6 (5.6 in the dyad MSys-EMS1
and 5.2 in the dyad MSys-EMS2). The MSys informants gave an average
score of 4.0 (5.7 in the dyad MSys-EMS1 and 5.2 in the dyad MSys-EMS2)
and the EMS3 informants gave a score of 5.1 (5.5 in the dyad MSys-EMS1
and 5.2 in the dyad MSys-EMS2).
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The sales volume in the dyad MSys-EMS3 had decreased 0-5% from 2007
to 2009 (10-15% increase in the dyad MSys-EMS1 and 0-5% decrease in the
dyad MSys-EMS2).

The following aspects were brought up in the discussions and supported
by observations. The amount of interaction and communication had de-
creased. For example, all regular meetings have been ended. There were
situations where the interaction was not experienced as open. In this con-
text people will not learn to know each other. Trust is not developing posi-
tively. However, on the strategic level the discussion was continuing and
opportunities were discussed in a fairly good atmosphere.

Due to the fact that on all levels there are so few meetings, there are no
natural situations for open conversation and no new issues or ideas can
emerge. The operational interaction relies mainly on e-mails and phone
calls of the “question and answer” type. A wider dialogue is missing. The big
picture is not clear or most people are not really interested in it. The overall
efforts at development are modest. This may be due to the fact that none of
the parties really makes a significant relational effort. A lot of time is spent
on control and on solving issues, operations are not well planned and de-
velopment is not done either internally or together. Processes are unclear,
troublesome and inefficient. Operations management is incomplete: MSys
operations management is unclear and EMS3 operations management is
inflexible. As a result effort and resources are spent on accomplishing the
basic task, i.e. delivering the product on time.

The amount of business done in this dyad has not grown. Instead there
have been product transfers from EMS3 to other suppliers.
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