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Ulkoisten resurssien saatavuuden varmistaminen on tärkeä tehtävä yrityksissä. 

Yritykset eivät pärjää omillaan, vaan ovat riippuvaisia toisen osapuolen resursseista 

jollain tasolla. Siksi yrityksille on tärkeää pystyä varmistamaan katkeamaton ja 

varma materiaalivirta. Tämän pro gradu -tutkielman kohteena on selvittää, millä 

keinoilla ostava yritys pystyy varmistamaan ja parantamaan ulkoisten resurssien 

saatavuutta. Tapaustutkimuksen kohteena on monikansallisen sähkötuotteita 

valmistava yritys, ja tarkemmin sen yksi liiketoimintayksikkö. Tutkimuksessa 

tutkittiin erityisesti, miten portfoliomallit, voimasuhteiden hallinta ja 

toimittajasuhteiden hallinta vaikuttavat materiaalien saatavuuteen, ja näitä 

aihealueita on hyödynnetty myös tutkimuksen teoreettisena viitekehyksenä. 

Tutkimuksen data on kerätty pääasiassa puolistrukturoiduilla haastatteluilla, ja 

analyysissä on hyödynnetty temaattista lähestymistä. Empiirisen tutkimuksen 

tuloksena kohdeyritykselle luotiin portfoliomalli, jolla tavarantoimittajia pystytään 

luokittelemaan systemaattisesti. Lisäksi löydettiin monia muita keinoja, joilla 

ulkoisten resurssien saatavuutta voidaan parantaa. Näistä keskeisimpiä löydöksiä 

olivat elinkaarimallin vaikutus hankintaprosessiin ja erilaiset toimittajien kanssa 

tehtävät varastointisopimukset, kuten puskurivarastot.  
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Ensuring access to external resources is an important task to companies. 

Companies cannot survive alone, they are dependent on other party’s resources to 

some extent. Therefore, it is important to be able to secure constant and stable 

material flow. The aim of this master’s thesis is to find out, how a buying company 

can ensure and improve access to external resources. As a case study, there is a 

multinational electrical manufacturing company, and more accurately, its one 

business unit. The study investigated especially, how portfolio models and 

management of power and supplier relations influence on material availability, and 

these topics were also utilized in theoretical framework of the study. 

Data of the study has been collected mainly from semi-structured interviews and 

thematic approach was utilized in the analysis process. As a result of the empirical 

study, it was created a portfolio model for the case company, and with that the 

suppliers can be classified systematically. In addition, it was found many other ways 

to improve access to external resources. Most central findings were impact of life 

cycle management to procurement process and different kinds of storage 

agreements with suppliers, such as buffer stocks. 
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1 INTRODUCTION  

1.1 Background of the study  

Purchasing can be seen nowadays as a strategic function in companies, which 

brings its contribution to a company’s competitive position. Therefore, it is essential 

to invest in purchasing activities in a company. (Gelderman & Van Weele 2005, 19; 

Roseira, Brito & Henneberg 2010, 925) Companies are facing turbulent 

environments and rapidly changing markets, thus enhancing operational 

performance is a necessity (Wagner & Johnson 2004, 717). Ensuring an access to 

external resources is vital and causes uncertainty (Pfeffer & Salancik 1978, 258). 

One way to enhance performance is to implement portfolio models. With portfolio 

models, companies can move towards sophisticated and professional purchasing. 

(Gelderman & Van Weele 2005, 21) 

Olsen & Ellram (1997, 101) and Nellore & Söderquist (2000, 245) have argued, that 

using portfolio models in the field of purchasing has been limited, and thus it is 

important to study them. On the other hand, Padhi, Wagner & Aggarwal (2012, 1) 

have concluded that portfolio models have gained popularity in the field of 

purchasing, since companies want to optimize their strategies and supply chains. 

According to Gelderman & Van Weele (2005, 21, 25) by implementing portfolio 

models, purchasing will gain more strategic position in a company, because portfolio 

models will reveal possibilities and challenges of the supply chain management. 

Furthermore, Wagner & Johnson (2004, 717) have stated that with the help of 

portfolio models buying companies can optimize their supplier base. 

There can be found differing opinions regarding the level of purchasing portfolio 

existence. As Olsen & Ellram (1997, 101) have stated, in the field of purchasing, 

using portfolio models has been very limited, but Nellore & Söderquist (2000, 245) 

and Wagner & Johnson (2004, 719) have noticed that the situation is changing. On 

the other hand, Padhi et al. (2002, 2) have argued, that many scholars have 

provided their contribution and studied portfolio models, but Gelderman & Van 

Weele (2002, 30) remind that “actual use” of portfolio models has not been studied 

widely in existing literature.  
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Furthermore, it seems to be difficult to find the evidence, how the portfolio process 

has been actually done. How purchasing professionals determine low and high 

supply risk? Padhi et al. (2002, 7) argue in their study, that positioning items on 

Kraljic’s purchasing portfolio is “mainly based on subjective judgment of the decision 

makers to position the commodities in the different quadrants”. Gelderman & Van 

Weele (2005, 22) have found that there is no extensive blueprint for portfolio 

utilizing. Montgomery, Ogden & Boehmke (2018, 192) have also noticed this 

scarcity, arguing that existing portfolio models are too qualitative in their nature. 

Therefore, it is evident, that existing literature is lacking comprehensive and 

objective “guidelines”, how to determine an item’s or a supplier’s position in a 

purchasing portfolio, and thus further research is needed. This study provides one 

example, how the portfolio process can be executed by investigating different 

factors and assessing them with numerical values. 

Portfolio models create a base for supplier relationship management. With portfolio 

models, a buying company can determine different kinds of buyer-supplier 

relationships and how to manage them. (Roseira et al. 2010, 926) Supplier 

relationship management is vital, as suppliers form a risk for a buying company in 

terms of on time delivery, quality and resource access (Wagner & Johnson 2004, 

718-719). All suppliers cannot be managed in a same way, and thus buying 

companies need different strategies for supplier relationship management 

(Gelderman & Van Weele 2003, 207). Traditionally, supplier relations take place 

between arm-length relationship and strategic partnerships (Wagner & Johnson 

2004, 718).  

Portfolio models provide also information from power relations (Dubois & Pedersen 

(2002, 37). Understanding and studying power relations is crucial, as they influence 

on supplier relationship management and buyer-supplier relationship (Cox 2001b, 

43). However, the study in that field is still scarce. According to Caniëls & Gelderman 

(2005, 142) existing literature considering power and dependency in buyer-supplier 

relationship has been limited. In relation to that, Meehan & Wright (2011, 32) have 

argued that existing literature has concentrated on how power is utilized, not to the 
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fact that on what it has been used. Therefore, it seems that opinions regarding 

existing literature are conflicted and more study to this field is required. 

1.2 Objectives of the study 

The purpose of this study is to investigate portfolio models, resources, power, 

dependency and supplier relationship management. These all topics are linked to a 

company’s resource availability. Portfolio models provide tools, how to manage 

supplier relations, and thus ensure a company’s access to external resources. It will 

be studied how supplier relationship management is essential in order to maintain 

smooth material flow. Power and dependency explain, how buyers and suppliers 

can influence on each other’s. From a buyer’s point of view, it is good to have power 

over suppliers, as otherwise suppliers might hinder resource access. But if a 

supplier has more power, especially then supplier relationship management is vital. 

This study strives to explain, how these theoretical concepts are related to improved 

material flow in a buying company. 

As a case study, there is a multinational electrical manufacturing company, and 

more accurately its one business unit. This business unit concentrates on after sales 

services. The main object of the purchasing department in this business unit is to 

ensure spare part availability and their optimal inventory level. The after sales 

service business unit is a part of a larger business unit, the factory side, and is to 

some extent dependent on the factory side’s decisions. The aim is to provide the 

portfolio model for the case business unit to identify critical suppliers and ways to 

sustain smooth material flow. Material availability in after sales service business is 

crucial factor as it has direct influence on  customers’ satisfaction (see e.g. Kurata 

2014, 6739). 

1.3 Research questions 

Main research question of this study is “How the development of a portfolio model 

enables managing power relations?” As portfolio models and power relations play a 

major role in this study, the relation of these two elements should be investigated 

and discussed. The question also includes two steps; first, the portfolio model must 
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be built, and after that management of power relations can be studied. As the base 

for the portfolio development will be Kraljic’s (1983) purchasing portfolio. Kraljic’s 

model has been widely recognized (see e.g. Caniëls & Gelderman 2005) and has 

gained interest in academical literature, so utilizing it is well justified. Furthermore, 

Kraljic’s purchasing portfolio considers power relations. 

Three sub-questions were constructed in order to support main research question. 

First one is: What are the key performance indicators (KPIs) that can be used in a 

portfolio model? This is essential, because the portfolio model is based on KPIs. 

Appropriate KPIs will be derived from collected data. As Kraljic (1983) states, the 

purchasing portfolio has two dimensions influencing on the process; supply risk and 

profit impact. Therefore, factors which have influence on supply risk and profit 

impact will be studied and based on the results, the portfolio model will be 

developed. 

The second sub-question of the study is “How portfolio models can ensure improved 

availability?” As companies are dependent on external resources to an increasing 

extent, securing stable and constant material flow is a necessity. It will be studied, 

if portfolio models can be one tool for ensuring material availability. The final sub-

question is “How supplier relationship management influences on availability?” As 

Gelderman & Van Weele (2003, 207) mention in their study, “not all products and 

not all buyer-supplier relationships are to be managed in the same way”. The 

portfolio model will provide an overview, how different suppliers should be handled. 

Kraljic’s purchasing portfolio will provide strategies which can be used for each 

portfolio quadrant.  

1.4 Data collection and methodology 

This study is a single case study, as there is only one investigated target, the case 

company’s after sales service business unit. Furthermore, real-life phenomenon and 

contemporary event are the main objectives of the study, hence the case study is 

suitable research strategy. But since the after sales service business unit is 

dependent on the factory side’s actions to some extent, the factory side is mentioned 

in the study. However, the main focus is on the after sales service business unit. 
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This study utilizes only qualitative methods, although numerical data is used. 

However, numerical data will be analyzed with qualitative methods. (Saunders, 

Lewis & Thornhill 2016, 165; Yin 2009, 7) 

Primary data has been collected through 11 semi-structured interviews, which were 

conducted face-to-face. The interviews are executed to persons in different work 

positions, so that data would be versatile and include varied opinions. There are 

interviewees both from the factory side and the after sales service business unit. 

The questions varied depending on an interviewee’s position and job description. 

The questions were divided into themes, and the themes were availability, supply 

risk, technical requirements, influencing, supplier relations and profit impact. 

Themes were not same for every interviewee. The questions were constructed first 

in English, but all the interviews were held in Finnish in order to maintain smooth 

and straightforward conversation. Secondary data was collected from the case 

company’s websites, publications and the company’s enterprise resource planning 

(ERP). 

1.5 Limitations 

This study is limited to deal with portfolio models, resource dependency, power 

relations and supplier relationship management. In portfolio models, main focus is 

on Kraljic’s purchasing matrix. Other portfolio models and their suitability will not be 

studied, as existing literature has argued that Kraljic’s purchasing matrix is practical 

tool for an item or a supplier portfolio model (see e.g. Gelderman & Van Weele 

2002). Therefore, Kraljic’s purchasing portfolio was chosen as a template based on 

evidence from existing literature.  

There can be found numerous models for supplier relationship management. For 

this study, it was decided to discuss the topic in general level and to choose some 

suitable approaches. Collaboration and partnering was studied but was limited to 

present only Joint Venture (JV), as that was seen suitable model from the case 

company’s point of view. Other partnership models were excluded. Supplier 

performance monitoring was seen as a crucial task for purchasing department by 

existing literature, thus it was decided to be included to the study. 
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The study is limited to investigate one specific business unit of a case company. 

The case company is large multinational manufacturer, so there can be found 

numerous of business unit within the company. This particular business unit, after 

sales services, was chosen, because there was need to study certain topics, such 

as portfolio models. The purchasing department of the business unit is also quite 

small, so it is suitable for this kind of study. The after sales service business unit is 

a part of a larger business unit, the factory side. Therefore, the factory side must be 

mentioned several times in this study, but despite that, the study and its research 

questions are limited to investigate after sales service business unit. 

As the study has been executed as a single case study, it brings its own limitations. 

The study concentrates only on one company and its certain business unit. The 

results of the study will be applicable to this one case business unit. Furthermore, 

the results of the empirical findings could have been different, if more people had 

been interviewed. It must be also noted, that business environment of the case 

company is very dynamic and turbulent, and the results of the study might be 

different after certain time. This is due to the fact that the study focuses on 

contemporary events. 

1.6 Theoretical framework 

As theoretical framework, the study utilizes resource dependency theory, power 

relations, portfolio models and supplier relationship management. All those four 

theories have their contribution when studying improved material availability in 

buying companies. In the figure 1, theoretical framework is illustrated as a house. 

All the four theories are one pillar, which support the house and on the top of all, as 

a roof, there is improved material availability for buying companies. In the empirical 

part of the study, these four theories are discussed based on empirical findings from 

the case business unit. Modeling the framework during the study has been dynamic. 

As the study proceeded, based on the results from the interviews, it was identified 

that supplier relationship management is one of the key factors in material 

availability. 
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Figure 1. Theoretical framework of the study. 

1.7 Key concepts 

Resources and resource dependency. Resources can be defined in many ways. For 

example, they have been divided into physical, human and organizational capital 

resources (Barney 1991, 101). Resources can be either tangible or intangible (Hall 

1992, 135-136). Resources can be seen as one source of power, since if a buying 

company is dependent on a supplying company’s resources, then a supplying 

company has gained power over a buying company (Medcof 2001, 1002). 

Resources are needed for daily operations, and therefore companies seek to ensure 

external resource access (Casciaro & Piskorski 2015). 

Power relations. A common definition for power is that one party is able to make 

desired changes to other party’s actions (e.g. Meehan & Wright 2011, 32). Power 

can be also divided into intangible or tangible. In general, power in purchasing is 

intangible. (Stannack 1996, 47-48) In buyer-supplier relationship, power imbalances 

often exist. This means, that one trading party has more power than the other party. 

That exposes the weaker party to an exploitation. (Hingley 2005, 849) However, 
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exploiting power is not always profitable in long-term (Cox 2001b, 42). It can be 

concluded, that power relations have significant influence on buyer-supplier 

relationship (Cox 2001a, 9) and therefore, it is important that companies recognize 

power relations (Kähkönen 2014, 17). 

Portfolio models. Portfolio models can be used for various purposes. Companies 

can for example use it for supplier or customer segmentation (Olsen & Ellram 1997, 

101-103). The most famous portfolio model has been introduced by Peter Kraljic in 

1983, and it has even become a “standard” in its field (Caniëls & Gelderman 2005, 

141). With portfolio models, a buying company can enhance its purchasing 

performance (Gelderman & Van Weele 2005, 21), and thus companies are adopting 

them to their purchasing strategies (Nellore & Söderquist 2000, 246). By using 

portfolio models, a buying company can determine, what kind of relationship they 

should form with suppliers (Ahtonen & Virolainen 2009, 269), and to which suppliers 

they must allocate more resources (Olsen & Ellram 1997, 103). 

Supplier relationship management (SRM). SRM can be defined as a process to 

manage contacts between a buying company and its suppliers (Moeller, Fassnacht 

& Klose 2006, 70). Supplier creates a big share of value for the companies, and 

therefore, managing supplier relations is an important task (Dubois & Pedersen 

2002, 35). Well-managed SRM can lead to achieve competitive advantage (Qu & 

Yang 2015, 911). There are many ways how to manage supplier relations, and 

companies need to define, which is the best way for every supplier (Cox 2001b, 42). 

Supplier performance monitoring is one of the main tasks of SRM. It means that a 

buying company monitors, whether a supplier meets requirements in terms of 

certain measurement targets. (Talluri & Sarkis 2002, 4257-4259) 

1.8 Structure of the study 

The study has been structured as following. The study begins with the first part of 

theory. That includes explaining resource dependency theory and theory of power. 

The chapter has been divided into subtitles. First, resource dependency theory is 

discussed in depth. Resources are defined and explained why they are crucial for 

companies. After that, power and dependency in power-supplier relationship and 
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purchasing are presented. Then, there is the second part of the theory, in which 

portfolio models and supplier relationship management are discussed (SRM). First, 

portfolio models are explained and then the topic is narrowed to deal with only 

Kraljic’s purchasing portfolio. After portfolio models, there is SRM. The concept of 

SRM is first explained, and then there is a discussion of different aspects of SRM.  

After the theoretical part, the study moves on to research design. Methodological 

choices are explained and justified, and data collection and analysis methods are 

described. After that, the study proceeds to the empirical part. In this part, empirical 

findings are discussed in themes. The part is divided into subtitles based on the 

theory. In the end of the study, there are discussions and conclusions. In this part, 

theory is reflected to the empirical findings, research questions are answered, 

further research propositions are defined and conclusions are drawn. Finally, there 

is a list of references. 
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2 RESOURCE DEPENDENCY AND POWER IN BUYER-SUPPLIER 

RELATIONSHIP 

2.1 Resource dependency theory 

Resource dependency theory (RDT) seeks to explain, how organizations are 

dependent on each other’s resources (Medcof 2001; Pfeffer & Salancik, 1978). 

Companies need resources in order to perform their daily operations, and 

companies have many ways to improve resource access (e.g. Casciaro & Piskorski 

2015). This section will provide closer look, why resources are needed, how 

resources can be defined and why they matter. Furthermore, resource dependency 

theory is also linked to other theories, and some of them are shortly introduced.  

Resource dependency is one source of power (He et al. 2013), hence studying it is 

crucial. 

2.1.1 Explaining RDT 

Basic concepts of RDT are interdependence, external control and organizational 

effectiveness. Being dependent on resources of another organization increases 

uncertainty. With control mechanisms, RDT targets to lower dependency and, thus, 

uncertainty. These control mechanisms can be divided into prior and post 

contractual agreements. Prior contract actions are supplier selection tools, such as 

evaluation of proper suppliers with satisfied performance. Post contract actions are 

supplier monitoring with applied control mechanisms. (Schnittfeld & Busch 2016, 

337-339) 

Medcof (2001, 1002) defines that “RDT states that power of an organization 

depends upon the resource dependency relationships it has with other 

organizations”. In other words, if a company is highly dependent on raw material 

manufactured by another company, a manufacturing company has power over a 

buying company. The researcher has also stated that RDT can be applied into 

relationships between an organization’s business units, although the theory was 

originally developed to explain relationships between organizations. On the other 

hand, Stannack (1996, 47) reminds that RDT “is only one stage in the development 

of theories about power”, and Casciaro & Piskorski (2015, 167) have argued that 
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RDT has not been discussed widely; empirical work is limited, and focal principals 

have not been tested. Ramanathan & Gunasekaran (2014, 253) have stated that 

RDT is based on the supposition that companies are not able to respond the 

demand if they do not collaborate and get support from other trading parties. 

2.1.2 Defining resources  

Barney (1991, 101) has divided a company’s resources into three categories, these 

being physical, human and organizational capital resources. Physical capital 

resources are defined as a company’s plant and equipment, used technology, 

geographical location and availability of raw materials. Human capital resources can 

be defined as experience, intellect, trainings, discretion and relationships, as well as 

workers’ and managers’ insights in a company. Organizational capital resources are 

defined as reporting structure, planning, controlling, coordinating systems and 

informal relations, both internal and external. On the other hand, Barney (1991, 102) 

states that all of the previously mentioned resources are not necessarily relevant for 

all companies. Resources can be also divided into tangibles and intangibles. Hall 

(1992, 135-136) has mentioned as intangible resources corporate secrets, patents, 

trademarks, know-how, contracts and data bases. Intangible resources are invisible 

and abstract, while tangible resources are visible and concrete. 

Buyer-supplier relationship is based on resource exchange, which can be described 

briefly as a following way. Both organizations have resources, for example products 

and money, and requirements for external resources. A supplier must acquire 

money through sales revenue, and a buyer must acquire products which they do not 

manufacture themselves. A buying company’s requirements are turned into 

purchase needs, and then the process to find suitable product from a supplier’s 

starts. When a buyer has found an acceptable supplier and a product which meets 

requirements, a buyer’s external resource requirements are turned into intent to buy 

a product from a supplier, and a supplier’s external resource requirements are 

turned into intent to sell a product in order to acquire revenue. (Ramsay 1995, 125-

126) 
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According to Roseira et al. (2010, 926) resources can be seen for example as 

products, knowledge, reputation and brand. He, Ghobadian & Gallear (2013, 605) 

also emphasized especially the importance of knowledge, as knowledge can be 

seen as a source for competitive advantage. Later in this study it will be discussed 

how information and knowledge can be seen as a source of power. In table 1, 

different definitions and emphases of resources are gathered. 

Table 1. Different definitions of resources and the authors. 

 

2.1.3 Resource importance in buyer-supplier relationship 

Pfeffer & Salancik, (1978, 258-262) have stated that in order to survive, companies 

must acquire needed resources. If resources are not controlled by a buying 

company, acquiring them is uncertain and problematic. Therefore, a buying 

company must interact with those who control needed resources. Companies can 

survive, if they are able to deal with environmental contingencies. To ensure 

surviving, companies aim to ensure stable and secure resource exchange and 

naturally, dependency and external control are tried to be avoided in order to 

maintain autonomy. Furthermore, Ramsay (1995, 126) has argued that “power 

stems from the shared need that buyers and suppliers have for the resources each 

has to offer the other”. 

Medcof (2001, 1002) has proposed that there are three factors which define, how 

dependent one company is on another. The factors are: resource importance, 

alternatives and discretion. Resource importance means that one company holds 
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an important resource which other companies need, therefore one company gaining 

power over others. Alternatives mean that resources which one company holds, are 

unique and there are no or only few substitutes to be found. Discretion mean that a 

company which holds resources can decide independently how to use resources. 

Therefore, it can be said that there is maximum dependency and power, if one 

company holds highly important resource which cannot be substituted and a 

company can use unlimited discretion.  

According to Casciaro & Piskorski (2015, 167-189), companies can avoid resource 

dependency to another company in many ways. One is, that a company finds 

alternative sources for valued resources, lower their interest to valuable resource, 

or form coalitions. One possibility is also to offer something else valuable in the 

exchange, such as information, friendship or status. Finally, mergers, acquisitions 

and joint ventures could guarantee an access to critical resources. 

2.1.4 Extending RDT 

According to Medcof (2001, 1002), RDT can be linked theoretically to resource-

based view (RBV). RDT and RBV have some common elements, such as 

uniqueness and valuableness of resources. Bergmann, Stechemesser & Guenther 

(2016, 1361-1366) have presented that RDT can be extended to natural resource 

dependency theory (NRDT). They remind that companies are also dependent on 

natural resources. Natural resource availability has influence on financial 

performance, and due to climate change, there are extreme weather conditions. 

NRDT was developed, because original RDT did not consider nature aspects. The 

fact is that all companies are dependent on natural resources somehow, and NRDT 

is suitable to study relationship between companies and natural environment. 

Ramsay (2001, 38-45) has studied resource-based perspective (RBP). This theory 

aims to explain the relationship between a company’s competitive advantage and 

its resources. It has been argued that companies cannot gain competitive advantage 

from purchasing activities, but the researcher proved the opposite. The focus in RBP 

is on variety of different resources utilized by companies and how resources are 

controlled in a company. It must be also noted, that RBP concentrates on conversion 
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process (a company turns its inputs, for example products, to outputs, for example 

sales revenue), and not so much on market conditions or whole field of operations. 

He et al. (2013, 606) have studied knowledge-based view (KBW). That theory aims 

to explain how significant determinant knowledge is in a company’s competitive 

position.  

2.2 Power and dependency in buyer-supplier relationship 

Power in the business-to-business environment has been continuously increasing 

interest in literature, (e.g. Meehan & Wright 2013, 1245; Cuevas, Julkunen & 

Cabrielsson 2015, 149) and it has been understood that how important element 

power is (Emerson 1962). Originally, power has been studied in political and social 

sciences, but it has been extended to supply chain management and commercial 

trading relationships (He et al. 2013, 607; Ramsay 1996, 129). When considering 

power in buyer-supplier relationship, studies in the field of marketing have been 

crucial (Kähkönen & Virolainen 2011, 109).  

Power is complex combination of economic, social and psychological factors, and 

therefore it is not possible to measure power completely (He et al. 2013, 607). It has 

been stated that literature considering how power influences on business 

relationship has been limited (Hingley 2005, 849). Studying power is important, as 

managers of companies must know how power influences on business relations 

(Kähkönen 2014, 17), because power relations influence on how a buying company 

should manage relationships with suppliers (Cox 2001b, 43). 

2.2.1 Defining power and dependency 

Ramsay (1995, 127) has defined a buyer’s purchasing power as “able to produce 

intended changes in a supplier’s behaviour”. Emerson (1962, 32) has stated that 

“power is a property of the social relation; it is not an attribute of the actor.” Kähkönen 

& Tenkanen (2010, 825) have determined power in their study as “the ability to 

influence the decision making and the actions of another party.” Meehan & Wright 

(2011, 32) have argued simply that power is “the potential to influence”.  
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A company which could operate independently and is self-sufficient, does not exist. 

Companies have suppliers and other business partners, which they use either to 

acquire resources or to deliver finalized product. (Buchanan 1992, 65) In the early 

studies, dependence was studied from a buyer’s point of view, but later studies were 

extended to consider also a supplier’s dependence on a buyer. Therefore, it can be 

concluded that “dependence is mutual”. Dependence is a source for power, because 

if a company X is dependent on a company Y, then a company X has relative power 

over a company X. (Caniëls & Gelderman 2005, 143) It must be noted, that although 

trading parties are both dependent on each other’s, there might be power imbalance 

(He et al. 2013, 607). 

Stannack (1996, 47-48) states that “power is necessary in order to control situations, 

and control is a necessary element of management.” He also divides power into two 

categories, physical and social power. Physical power is tangible, such as person 

with great physical strength. Social power is, however, intangible, and the author 

suggests that “purchasing and supply chain management power are both 

characteristics of social power”. On the other hand, Ramsay (1995, 127-129, 131) 

has distinguished potential and actual purchasing power, but also potential and 

actual selling power. If potential power can be transformed into actual power, it will 

be then called as conversion capability. Based on existing literature, Caniëls & 

Gelderman (2007, 221) distinguish relative power and total power. Relative power 

has been defined as “the result of interdependence asymmetry”. Total power, 

therefore, has been defined to be a result of full interdependence. Also term total 

interdependence has been used. The researchers state that only very few studies 

regarding relative power and total power in buyer-supplier relationships exist.  

Kumar (2005, 864) reminds that dependence-based power must be separated from 

punitive capability-based power. Dependence-based power is based on one party’s 

dependence on another; for example, there are no alternative sources for a buyer, 

and is hence dependent on a supplier. Punitive capability-based power means that 

a trading party targets to hurt another party, for example with lawsuits. It is evident 

that there is a different tone between those two power forms. Chicksand (2015, 123) 
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states that defining power is complex and therefore power has been explained 

through alternative theories, such as by using partnerships. 

2.2.2 Power and dependency in purchasing 

Ramsay (1995, 125) has defined, that “purchasing power is an important 

determinant of organisational profitability”. Porter (1985) has stated, that “the power 

of buyers determines the extent to which they retain most of the value created for 

themselves, leaving firms in an industry only modest returns”. Cuevas et al. (2015, 

149) have reminded how crucial the concept of power is in purchasing: “power is a 

central issue in business-to-business relationships”, and Cox (2001a, 9) goes even 

further by stating that “power is at the heart of all business-to-business 

relationships”. 

Buchanan (1992, 65, 74) states that there are symmetric and asymmetric 

dependence relationships. Symmetric relationship exists, if both business parties 

value each other’s resources equally. Level of dependence can vary from high to 

low. But if one trading party has resources which are more valued than other party’s 

resources, then asymmetric relationship exists. In that case, the party which 

resources are valued more, can dominate the relationship. A dominant party can 

control transactions and decision-making and is not as committed into relationship 

as much as a dependent party. On the other hand, a dependent party can benefit 

from a dominant party’s resources. Wang, Wang, Jiang, Yang & Cui (2016, 5588) 

have identified two types of interdependence; symbiotic interdependence and 

competitive interdependence. Symbiotic interdependence exists, when both trading 

parties are dependent on each other’s results, while in competitive interdependence 

one party will enjoy higher benefits if another party has low performance.  

Kumar (2005, 845) and Gelderman, Semeijn & De Zoete (2008, 220-221) have 

divided ways to influence into two dimensions; coercive and uncoercive. Coercive 

strategies usually lead to negative impacts, while uncoercive to positive. In 

uncoercive approach more discussion and information sharing exist. In coercive 

approach, there are rewards, threats and punishments. The reason why weaker 

party tolerates coercive approach is that there are no substituting sources for 
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resources, switching costs are high or there are other risks. Stannack (1996, 49) 

reminds that a powerful party can limit freedom of a less-powerful party.  

Power affects buyer-supplier relationship development, and the fact that who leads 

development (Meehan & Wright 2013, 1246). If both parties are involved into intense 

relationship, it could be said that total interdependence exists. Total 

interdependence is characterized by collaborative, long-term relationship. Partners 

have invested into relationship and mutual trust and commitment exist. However, 

partners have also alternative motive to maintain relationship. If both parties are 

aware that they have a lot of power, they do not want to use it due to threat of 

revenge. (Caniëls & Gelderman 2005, 144) 

Behaviour of a powerful trading party influences on trust in the buyer-supplier 

relationship. Although power imbalance exists, there might still be trust, depending 

how a more powerful trading party acts. A weaker party can trust a powerful party, 

if a powerful party plays fairly. (Kumar 2005, 864) In other words, cooperative 

relationship is not necessarily doomed by power imbalance (Cuevas et al. 2015, 

149). On the other hand, power imbalances are often considered as less stable and 

conflicted relationships (Hingley 2005, 849), so it seems evident, that there are 

opposing opinions when discussing power balances and their influence on buyer-

supplier relationship (Wang et al. 2016, 5587-5588). 

According to He et al. (2013, 607) in buyer-supplier relationship, power balances, 

meaning the situation in which both trading parties have equally power, are very 

rare. This stems from the fact that companies are different sizes, have different 

amount business resources, have different reputation and level of access to 

alternative resources varies. However, due to dynamic relationship between trading 

parties, the power positions might change between transactions. Hingley (2005, 

850) agrees that power balance situations are sometimes impossible to maintain, 

and power positions tend to shift. In fact, companies might even strive for imbalance 

in order to achieve a bigger share of profits. 

An example from power imbalance can be found from Finnish food industry. It has 

been studied, that in Finnish food industry power imbalances exist between retailers 
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and manufacturers. Retailers dominates the markets and are more advanced with 

supply strategies. (Ahtonen & Virolainen 2009, 276-277) Evidences from retailers’ 

dominance in food industry has been found also from other countries (e.g. Hingley 

2005, 848; Kumar 2005, 864), but some argue, that in general, retailers have gained 

power over suppliers in western countries. This is caused by formation of large retail 

groups. (Chambolle & Villas-Boas 2015, 56). 

In power imbalances, there is a threat that there will be exploitation or punishment 

towards another party (Hingley 2005, 849), but sometimes it can lead to positive 

consequences. A buyer can use purchasing power to enhance a supplier’s quality, 

for example in the operations. (He et al. 2013, 607) Despite that, in adversarial 

buyer-supplier relationships, maximizing own power and profits through exploitation 

exist. But it must be noted, that leveraging power might be profitable only for short 

term. It will harm relationship as a weaker party might seek means to oppose 

(Gelderman et al. 2008, 220), thus exploiting power is not always lucrative and 

collaboration might be better option (Cox 2001b, 42). 

Meehan & Wright (2011, 32, 38-39) have studied that which factors buyers and 

suppliers try to influence. In their study, which was conducted to buyers and sellers, 

they found following dimensions: commercial issues, attitudes, operational issues 

and strategic issues. Commercial issues refer for example to negotiations. 

Traditionally literature suggests that negotiations are related to prices and 

maximizing a company’s profit margin, thus it was unexpected, that this view was 

extended to other aspects, such as terms and conditions. Attitudes were seen as a 

crucial area to influence. Both buyers and suppliers attempt to influence on attitudes 

in order to achieve trust and developing relationships. Operational issues relate to 

daily activities, excluding initial agreement negotiations. These are for example 

quality and delivery prerequisites. Strategic issues are the area that buyers and 

suppliers have least interest to influence. This is probably due to its complexity and 

hard to control. As a result of the study, the researchers have concluded that buyers 

prefer to influence on commercial issues, while suppliers find attitudes as the most 

important area of influencing. 
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Cox (2001a, 14) has identified four situations of power relations: a supplier 

dominance, interdependence, independence and a buyer dominance. A supplier 

and a buyer’s dominance situation can be easily understood; one of the trading 

parties is clearly dominant in the markets. Interdependence means, that both buyer 

and supplier are strong, resulting to mutual dependence. Both trading parties have 

some advantages, but also weaknesses. In this situation, there are only a few 

suppliers and buyers operating in the markets. In independence situation, there are 

many buyers and suppliers operating, and no-one is dominating. Both trading 

parties have alternatives for resources and switching barriers are low. In other 

words, mutual dependence does not exist.  

2.2.3 Origins of power in buyer-supplier relationship 

Dependence is one source of power, and lack of alternative sources for resources 

is a source for dependency. A trading party with less dependency can exploit power 

against a party who has fewer alternatives for resources. Therefore, power and 

dependency are strongly linked to each other’s. (He et al. 2013, 607-608) There can 

be found three different scholars considering origins of power. The first one defines 

power to relational exchanges. The second one, which is commonly used for 

example in negotiation studies, defines power to individual sellers or buyers. The 

last school, which is seen as a dominant approach, considers power as an asset of 

a company. (Meehan & Wright 2012, 669-671), 

Ramsay (1995, 130) has argued that a buyer and a supplier are dependent on each 

other’s, because both parties must satisfy their resource requirements. In his later 

study, Ramsay (1996, 129) adds that power of a supplier is dependent on an 

attractiveness of their own resources and the level of a buyer’s freedom to use 

alternative suppliers. For a buying company, the situation is the same; the power is 

dependent on attractiveness of a buying company’s resources and the level of a 

supplier’s freedom to acquire resources from another buying company. Therefore, 

it can be concluded, that the power lies in the capability to create resource-based 

commitments or threats; to be able to provide a reward or a penalty. 
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Other sources for a buyer’s dependence can be seen logistical necessity, need for 

advanced technology, alternative supplier and high switching costs. For a supplier, 

sources are partly similar. They are financial importance, need for advanced 

technology, alternative buyers and switching costs. A buyer needs goods to be 

delivered correctly, according to specified instructions, but a supplier worries 

financial aspects. Both parties might be dependent on other party due to advanced 

technology. Both a buyer and a supplier might need specific technology, in which 

other party is expert. If there are only few buyers or suppliers operating in the 

markets, dependency exists. For example, if a buyer has only one supplier, or vice 

versa. Finally, switching costs might be high, because high investments have been 

made. For example, if a supplying company has developed equipment which can 

be used only to manufacture components to one buyer, switching costs to another 

buyer are high. (Caniëls & Gelderman 2007, 224)  

Naturally, money can be seen as source for power, especially for a buyer. A supplier 

requires sales revenue, and a buyer has reward-based power, before parties have 

agreed resource exchange. After resource exchange has been processed, a buyer 

still holds power when it comes to possible future orders. A supplier which suffers 

low financial performance is more desired to take any quantity of money, therefore 

is more attracted to money than a supplier with strong financial performance. 

However, there are factors which lower the attractiveness of money. For example, 

used payment term and currency may decrease attractiveness. Furthermore, it 

should be also noted, that although a large part of a buyer’s purchasing budget 

would be used to a supplier, it might be a small part of a supplier’s sales revenue. 

(Ramsay 1995, 132)  

A supplier can gain potential power for example with branding and advertising, as it 

might increase product attractiveness. A buyer might choose one supplier over 

another based on an image which has been achieved by branding. For example, 

one supplier is a market leader, technologically advanced, innovative, has higher 

quality or is reliable. Also, in a monopolist situation, where is only one seller, buyers 

have no potential purchasing power. If a buyer is using only one supplier, in other 

words, single or sole sourcing, it decreases the power of a buyer. (Ramsay 1995, 



27 

 

135-138) Being ahead of competitors in terms of financial base, trust and legitimacy 

are also sources for power. Furthermore, owned technologies and combination of 

goods and services have been seen as essential factors. (Kähkönen & Virolainen 

2011, 109, 112) 

Kähkönen & Tenkanen (2010, 821-826, 830) have studied information as a source 

of the power in terms of value nets. Power asymmetries might influence on 

information sharing and enabling co-operative business approach. Companies 

avoid sharing information, because there might be a threat that they lose their power 

or are afraid that another party would achieve competitive advantage. The 

researchers also found, that capabilities, resources and competences of a company 

are sources of power. Kähkönen & Virolainen (2011, 109, 118) have discussed also 

power in the value nets. They have extended dyadic buyer-supplier relationship into 

broader networks, and at the centre was structural power. Their study was executed 

to food industry, and the results indicate, that sources for power lies in buyers and 

suppliers’ size, volumes, market power, brand, combination of goods and availability 

of alternatives.  

Cox (2001a, 11) has also gathered sources of suppliers’ power. Suppliers can gain 

power over buyers (or competitors) by IP-rights, economies of scale, information 

asymmetry and brands. Furthermore, he mentioned the same facts which other 

authors have also discussed; a buyer’s high switching and search costs and lack of 

alternative suppliers. Chambolle & Villas-Boas (2015, 63) have discussed in their 

study a buyer’s power differentiation of suppliers as a source of power. The 

disadvantage of this is that as a result, quality might decrease. Table 2 gathers the 

sources of power from different authors. 
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Table 2. Definitions of sources of power from different authors. 
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3 PORTFOLIO MODELS IN SUPPLIER RELATIONSHIP 

MANAGEMENT 

3.1 Portfolio models in strategic purchasing 

Portfolio models have gained great interest in the field of purchasing. Dubois & 

Pedersen (2002, 35, 37) have argued that this is due to their simple and 

straightforward nature. Portfolio models are easy to understand and communicate, 

and results are useful advices how to manage different supplier relations in different 

cases. Portfolio models also provide indications about power and dependence 

positions. Therefore, portfolio models can enhance a company’s purchasing 

performance and resource allocation. 

In this section, portfolio models are be studied in detail. Portfolio models are 

discussed in general level, but main focus is on Kraljic’s (1983) purchasing matrix. 

First, the background and their application in companies are discussed. Then, the 

paper moves on to portfolio process. That part explains, how a company can assess 

factors that have influence on portfolio dimensions. After that, the study takes closer 

look to Kraljic’s purchasing portfolio and its quadrants. It is explained, how items or 

suppliers can be categorized, and what kinds of ways a company can use to take 

advantage of purchasing power. Then, the paper provides power perspective for 

portfolio models and lastly, some criticism towards portfolio models.  

3.1.1 Background of the portfolio models 

The portfolio models can be used for many purposes, such as a customer, 

competitor and supplier segmentation, but also for supplier relationship 

management. For example, a company can classify customer accounts based on 

difficulty and strategic importance. It can be concluded, that the main purpose of the 

portfolio models is strategic planning. In the field of purchasing, portfolios can be 

used in resource allocation, meaning that with the portfolio models, essential items 

or suppliers which need more attention, can be identified. (Olsen & Ellram 1997, 

101-103) Besides academical literature, portfolio models are gaining more 
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popularity also in business life, as managers are implementing them to supply chain 

strategies (Nellore & Söderquist 2000, 246).  

Gelderman & Van Weele (2005, 19, 21-23) have argued that applying portfolio 

models in a company’s purchasing is a characteristic of sophisticated purchasing. 

In other words, there is a relation between professionalism of purchasing activities 

and level of portfolio usage. Sophisticated purchasing can be determined briefly as 

a long-term orientated organization, which contributes to the competitive position of 

a company and has moved towards collaborative approach with the suppliers. It is 

also evident, that with a portfolio model, a buying company can focus resources on 

necessary issues and gain overview over a company’s supply strategy. All in all, 

with portfolio models, companies can enhance their purchasing efficiency. Padhi et 

al. (2012, 1) remind that purchasing activities cause a significant risk for a 

company’s operations. There might be influences on a whole company, and 

therefore, purchasing strategies are essential and purchasing department must 

adapt professional approach. 

Roseira et al. (2010, 926) also state that portfolio models can be used for 

determining, which relationship model a buying company should adapt with each 

supplying company. With portfolio models, a purchasing department’s time can be 

optimized effectively, because it can be defined, how intense relationship 

management is needed. Ahtonen & Virolainen (2009, 269) agree with the fact that 

purchasing portfolios can be used for relationship management. With a portfolio 

model, a buying company can decide, whether to adapt collaborative or competitive 

relationship with a supplier.  

There are numerous of different kinds of purchasing portfolios, and their origin is 

from 1952 (Nellore & Söderquist 2000, 245). However, the most famous one was 

introduced by Peter Kraljic in 1983. It can be argued, that Peter Kraljic’s portfolio 

model is nowadays a standard in this field, (Caniëls & Gelderman 2005, 141; 

Gelderman & Van Weele 2005, 19; Rosarie et al. 2010, 926; Montgomery et al. 

2018, 192) and that Kraljic’s portfolio matrix has been even a “breakthrough” in its 

field (Gelderman & Van Weele 2002, 30). There are also other portfolio models, 
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such as ABC analysis. However, ABC analysis provides only information about how 

to allocate purchase spend, hence a company does not gain strategic focus points. 

This is due to the fact that ABC analysis concentrates only on financial value of 

purchased goods, and excludes other important factors such as quality, 

performance and social risks. (Gelderman & Van Weele 2005, 19) 

Kraljic (1983, 109, 112) has warned in his paper, that there are many threats for 

stable supply chains. The exhaustion of raw materials, turbulence with political 

situation, tough competition and technological changes cause uncertainty to the 

markets. Companies need tools in order to protect their supply chains from 

disruptions, and for that, Kraljic suggests classification with a portfolio model. In fact, 

according to Dubois & Pedersen (2002, 36) Kraljic’s purchasing portfolio model 

targets to “matching external resources provided by suppliers with the internal 

needs of the buying firm”. 

3.1.2 Portfolio process 

Olsen & Ellram (1997, 102) argued that a company should choose proper 

dimensions for the portfolio model. The dimensions can’t be too complex, but on the 

other hand not too simple either. If the dimensions are too complex, then the threat 

is that a company does not utilize the full potential of the categorized elements and 

this results to poor outcome in terms of communication and enhanced resource 

allocation. If the dimensions are too simple, then the important factors might be 

ignored. It is essential that the portfolio models include all significant factors. As the 

dimensions, Kraljic (1983, 112) has suggested, that a company must classify its 

purchased materials based on supply risk and profit impact.  

According to Krajlic (1983, 112), a supply risk can be assessed as follows: can an 

item be substituted, availability situation, competitive demand, number of supply 

sources, make-or-buy opportunities and storing risk. Several aspects can be used 

when determining profit impact; for example, purchasing volume, how high total 

purchase costs are compared to other items, or what kind of impact an item has to 

business growth. With these factors and definitions, a company can classify the 

items to the categories shown in Figure 2. In addition, Padhi et al. (2012, 7) studied 
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also how to define supply risk and profit impact. They suggest, that supply risk can 

be defined as a market risk (availability of vendors, monopoly, entry barriers), a 

performance risk (quality, vendor’s access to new technology, overall performance 

of a vendor) and a complexity risk (high specifications of services and items). Profit 

impact can be assessed as a cost of purchase, an influence on profitability and a 

significance of purchase.  

 

Figure 2. Portfolio quadrants in Kraljic's purchasing portfolio matrix (adapted from Kraljic 1983, 111). 

After the classification process has been conducted, required actions with every 

category can be implemented. For example, a buying company defines the supply 

market of the purchased materials. This means that a company determines, what 

its bargaining power against its suppliers is. Next, overall strategic supply position 

will be defined. Final step is to create strategies for materials and an action plan. 

Purchased materials can be classified into four groups, those being noncritical 

items, bottleneck items, leverage items and strategic items, as Figure 2 indicates. 
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(Krajlic 1983, 112) Section 3.1.4. provides more detailed explanation of the portfolio 

quadrants.  

3.1.3 Power perspective in Kraljic’s portfolio 

Power and dependency are important dimensions in Kraljic’s purchasing portfolio. 

The basic idea of Kraljic’s portfolio model has been to assess supply risk and take 

maximum advantage of a buying company’s purchasing power. Therefore, supply 

risk and profit impact has been chosen as dimensions; in order to calculate risks, 

but also to assess how much purchasing power can be utilized. When comparing 

supply risk to profit impact, three power positions can be found: diversify, exploit 

and balance. (Gelderman & Van Weele 2002, 30-31; Kraljic 1983, 113-114) 

When supply risk is low and a buyer can dominate on the markets, strategy can be 

exploit. Exploit means that purchasing power is used in order to achieve best price 

and contract terms. But exploiting too much might lead to harming long-term 

partnership and a threat of revenge. But if the situation is vice versa and suppliers 

are dominant, then diversify is recommended. In that strategy, a buying company 

seeks actively alternative sources. Market research is needed, although it is costly, 

or even re-design of the products. But in the balanced situation, where neither 

suppliers nor buyers are dominant, a buying company should maintain intermediate 

situation. Not to leverage too much purchasing power, and on the other hand, avoid 

costly market researches and supplier switching. In figure 3, power positions are 

drawn to the portfolio matrix. (Kraljic 1983, 113-114) 
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Figure 3. Power positions in the portfolio matrix (based on Kraljic 1983, 114). 

3.1.4 Portfolio quadrants in Kraljic’s purchasing portfolio 

After the classification has been made, Kraljic (1983, 112) provides tools how to 

manage all the categories. For strategic items, the suggestion is that demand must 

be forecasted accurately, close collaboration with suppliers, detailed information 

from the markets, plans for unexpected situations and risk analysis. With bottleneck 

items, ensuring volume almost at any costs, even at cost premium, is important. 

Also controlling suppliers, inventory levels and a plan for unexpected situations are 

required actions.  

Caniëls & Gelderman (2005, 141) agreed with Kraljic (1983) and summed up by 

stating that with strategic items, form partnership with suppliers and with bottleneck 

items, secure material availability. With leverage items, Kraljic (1983, 112) suggest 

that a buying company should exploit its purchasing power. Other tools are a 

supplier selection, other supply sources, efficient negotiations and optimal order 

quantity. With noncritical items, inventory level should be optimized, products and 

processes standardized and also optimal order quantity defined. Caniëls & 



35 

 

Gelderman (2005, 141) agree with these too. According to them, with leverage items 

power must be exploited and with noncritical items, processes must be efficient. 

When a company has categorized its items in the matrix, a company might be either 

willing to maintain this category or move to another category. A category might be 

accepted, if a company has concluded that it is the best category for an item, or a 

company is convinced that moving is not realistic. For each category, there are 

certain actions which can be executed in order to either maintain the category or 

move to another category. (Gelderman & Van Weele 2003, 213) 

Strategic actions for each portfolio quadrant have been defined by Gelderman & 

Van Weele (2003), and based on their research, also Caniëls & Gelderman (2005) 

have provided their contribution. Caniëls & Gelderman (2005) have studied, how 

power and dependency will be fulfilled in each purchasing strategy. In other words, 

whether a buyer has dominance or is a supplier a dominant party. Also, 

interdependence within categories was studied.  

For strategic items, Gelderman & Van Weele (2003, 214) have defined three 

strategies. In order to stay in this category, a buying company needs to either 

“maintain a strategic partnership” or “accept a locked-in partnership”. But if a 

company is willing to change a category, then a company should “terminate a 

partnership, find a new supplier”. This is usually very time-consuming process, 

because a new vendor must be found and new relationship formed. Partnership 

might be terminated, if a vendor does not perform as agreed. But if a partnership 

with a vendor is satisfactory, there is mutual trust and information is changed openly, 

then the partnership should be valued as these kinds of relationships has been 

found to be rare. Locked-up situation means that a buying company is trapped with 

a vendor of necessity. Situation is usually unsatisfactory to a buying company, and 

a reason that a buying company has ended up in this category is usually patent 

rights, monopoly or high asset specificity.  

Caniëls & Gelderman (2005, 144) add for strategic category that in general, 

maintaining strategic partnership is the most recommended action for a buying 

company. In that situation, total interdependence is high between the parties due to 
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intense relationship. As an example of strategic items can be mentioned engines for 

automobile industry or bottling equipment for breweries. This category is usually 

characterized by single sourcing, meaning that a buying company has only one 

supplier for the item and therefore supply risk is significant. 

According to Gelderman & Van Weele (2003, 213) noncritical items have two 

approaches. If a company is willing to maintain a current category, then the strategy 

should be “individual ordering, efficient processing”, meaning that a buying company 

should aim to cost reductions in indirect purchasing, and use individual purchasing 

if pooling is not possible. But in order to move to another category, the strategy 

would be “pooling of requirements”. This is preferably strategy for noncritical items, 

since buying large quantities increases a company’s buying power. The 

procurement process should be standardized and therefore significant cost 

reductions in both indirect and direct purchasing will be achieved. Furthermore, this 

strategy should be conducted under a framework contract with a preferred supplier 

or using electronic solution. When pursuing these actions, moving to the leverage 

category is possible.  

Caniëls & Gelderman (2003, 146) state that noncritical items have many 

interchangeable suppliers, therefore multiple sourcing or even parallel sourcing can 

be applied. These items do not have commercial or technical problems often. It can 

be concluded that noncritical items provide only 20 % of the purchasing turnover, 

although they demand 80 % of the buyer’s time. The most recommended approach 

for this category is pooling of purchasing requirements, therefore moving to another 

category, leverage items. 

Leverage items have two approaches according to Gelderman & Van Weele (2003, 

213). If the category will be maintained, then a buying company should “exploit 

buying power, maintain a partnership of convenience”. But if a company prefers to 

move to another category, then the strategy is “develop strategic partnership”. If a 

buying company is willing to exploit leverage, then short-term contracts and 

competitive bidding can be adopted. Leverage is used to achieve best deals with 

various suppliers. But on the other hand, it is possible that a buying company aims 

to move to another category, although it is exceptional. This might be the case, if a 
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vendor is able to contribute to a buying company’s competitive advantage, for 

example, if a vendor is technologically advanced. Caniëls & Gelderman (2005, 145-

146) add that usually leverage items can be supplied from various vendors and 

therefore short-term contracts can be applied. Furthermore, a buying company can 

use rather aggressive negotiation approach in order to achieve significant cost 

savings. Leverage category is usually most desirable quadrant of Kraljic’s matrix 

from a buying company’s point of view, because a buying company is a dominant 

party. 

Caniëls & Gelderman (2005, 145) state that bottleneck items are usually 

characterized by a vendor’s dominance. The buying company has usually one 

supplier, and a purchased item is highly specified. Additional costs of purchasing 

with this category should be accepted. Gelderman & Van Weele (2003, 213) have 

found that in order to maintain the category, a buying company needs to “accept the 

dependence on a supplier, assurance of supply”. This means that if moving to 

another quadrant is not an option, then a buying company should aim to reduce 

dependency by keeping extra stock and assuring supply by long-term contracts. 

Consignment stocks with vendors are one solution. More recommended action is to 

try to move towards the noncritical category, and “decomplex the product, find a new 

supplier”. This means that a buying company should try to simplify the specifications 

of the products, so that they are less complex, and in that way, find an alternative 

supplier. Also developing and managing existing suppliers and cross-sourcing are 

possible. 

Kraljic (1983, 113) remarks that when changes in demand or supply occur, a 

category of the item might be affected. Thus, a purchasing portfolio utilization needs 

regular monitoring and updating, in other words a portfolio must be dynamic. An 

item might change from noncritical to strategic category, therefore different actions 

are needed. Gelderman & Van Weele (2003, 207) state that a coherent plan for the 

application of the portfolio analysis does not exist. They suggest that the analysis 

requires “reflecting on results, critical thinking and sophistication of purchasing 

management”.  
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3.1.5 Criticism towards purchasing portfolios 

Although purchasing portfolios has been seen as a source for strategic purchasing, 

they have gained some criticism and they have their limitations. Olsen & Ellram 

(1997, 102) state that in general, purchasing portfolios lack instructions how to 

select suitable strategy amongst the results. Usually, the results of the portfolio 

studies suggest multiple possible actions, and a company must choose between 

them. Therefore, it is important that a company is aware of limitations of the portfolio 

models. One solution is, that a company combines a portfolio model with other tools. 

Roseira et al. (2010, 925) have found that portfolio models are a tool to manage 

supplier performance, but they tend to exclude interdependencies between a buying 

company and a supplying company. Montgomery et al. (2018, 192, 201) have also 

discussed shortcomings of Kraljic’s purchasing matrix. Although the researchers do 

not deny usefulness of Kraljic’s purchasing portfolio, they point out that the matrix is 

based on qualitative methods and that causes subjective outcome, hence further 

studies are needed. The researchers have created their suggestion for quantitative 

approach, based on formulas and numerical values. 

Gelderman & Van Weele (2002, 30-31) have stated that Kraljic’s purchasing 

portfolio lacks guidelines, how to move strategically suppliers or articles within the 

matrix, and how articles or suppliers must be placed into the matrix. Furthermore, 

strategic recommendations such as form partnership, exploit leverage and ensure 

volumes are too general and indicative. In their later study, Gelderman & Van Weele 

(2005, 19-22) have added that opinions of the portfolio models vary. Some 

advantages and disadvantages have been found amongst researchers. It has been 

criticized that Kraljic’s purchasing portfolio’s dimensions are too simple and basic; 

there are only two, supply risk and profit. For modern business environment, they 

are limited. Furthermore, another problem is, that choosing suitable variables is 

challenging. It might be unclear, how to define “low” and “high” supply risk. And 

eventually, the supplier’s point of view is excluded from Kraljic’s purchasing portfolio. 

However, the researchers remind, that implementation of portfolio models requires 

critical thinking and one, comprehensive blueprint for portfolio utilizing does not 

exist. 
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Although Nellore & Söderquist (2000, 246) find many benefits from portfolio models, 

they also have found some limitations. Portfolio models are too general in their 

nature and parameters for dimensions are not accurate enough. Furthermore, 

portfolio models can be limitedly implemented to certain business fields, such as 

purchasing and marketing. 

3.2 Importance of managing supplier relations 

As supply chain are nowadays long and complex, and purchased resources require 

customization, need for supplier relationship management has increased (Tseng 

2014, 39). Suppliers have become increasingly important for buying companies, 

because suppliers bring a great share of value creation. Managing supplier 

relationship and supplier base is essential for buying companies, (Dubois & 

Pedersen 2002, 35; Moeller et al. 2006, 69; Qu & Yang 2015, 911) and with supplier 

relationship management, a buying company can achieve competitive advantage 

(see e.g. Gelderman & Van Weele 2005, 19; Tseng 2014, 39; Ganesan 1994, 1; Qu 

& Yang 2015, 911). It is even said that “the success of a company is determined to 

a greater degree by the abilities of its supplier” (Lasch & Janker 2005, 409), 

therefore also performance monitoring is required.  

In order to manage supplier relationship with differentiate strategies, there are 

portfolio models which were presented in chapter 3. The result of portfolio analysis 

provides advises, how to manage different supplier relations. Therefore, this chapter 

focuses on presenting in depth how supplier relationships can be managed and why 

it is important. First, supplier relationship management (SRM) is presented in 

general. Then, significance of trust and commitment are discussed. Next section is 

supplier performance monitoring. It is important topic, as suppliers’ performance 

reflects to a buying company’s performance. After that, the paper moves on to 

defining collaboration and partnerships between buyers and suppliers. Terms 

collaboration and partnering are used interchangeably in this study in order to 

provide alternation to the text, but as a concept they mean the same. 
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3.2.1 Supplier relationship management  

Supplier relationship management (SRM) can be defined as “a business process 

for managing all contacts between an organization and its suppliers” (Moeller et al. 

2006, 70) or “to incorporate the management of relationships between supply chain 

actors” (Tidy, Wang & Hall 2016, 3296).  More widely definitions can be also found, 

such as “purposeful management of relationships between buyers and suppliers to 

ensure, at the minimum, needed supplies of the right quality and quantity are 

obtained in a timely fashion” (Amoako-Gyampah, Boakye, Adaku & Famiyeh 2019, 

160). SRM includes various activities, such as supplier selection, supplier 

development and performance monitoring, which will be discussed later in more 

depth. The figure 4 presents the process of SRM. First, potential suppliers are 

recognized, and that is followed by evaluation and selection processes. After that, 

it will be decided, if a supplier is further developed, or eliminated, if a supplier did 

not meet with the requirements. Finally, a supplier will be monitored and then the 

process starts again. (Glock, Grosse & Ries 2017, 799) 

SRM has gained increasing interesting, as nowadays competition in global markets 

has tightened, demand is fluctuating, environment is constantly changing and there 

Figure 4. The process of supplier relationship management (based on Glock et al. 2017, 799). 
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are needs to access external resources. Benefits of well-managed SRM are 

increased flexibility, improved quality, access to new technology, and enhanced 

supply chain or even a company performance. SRM also reduces uncertainty, as it 

decreases a threat of opportunism and strengthen buyer-supplier relationship. With 

SRM, buying companies can protect against unexpected disruptions and achieve 

improved supply flexibility. SRM requires also performance monitoring. (Amoako-

Gyampah et al. 2019, 160-161, 167) Signs of poorly managed supplier relations are 

lack of trust, poor communication and opportunistic behaviour (Tidy et al. 2016, 

3296).  

Development of Internet has enabled more efficient way to maintain supplier 

relationships (Ramanathan & Gunasekaran 2014, 252-253). Nowadays there are 

available different kinds of IT-solutions for communication, such as electronic data 

interchange (EDI), which enhances information exchange between a buyer and a 

supplier. As an example of successful IT-programme adoption can be mentioned 

Wal-Mart. Wal-Mart connected its suppliers with EDI-based inventory management 

IT-programme, and as a result the company was able to reduce inventory levels 

significantly and gained competitive advantage. (Qu & Yang 2015, 911) 

Bates & Slack (1998, 65) have identified three factors which have influence on 

strength of buyer-supplier relationship. The first one is availability of alternative 

suppliers or buyers. If there are many operators in the field, it can be expected that 

relationship between trading parties is not that strong. The second one is product 

specificity. The more specific product, the more interactions between trading parties. 

The third factor is that how aware a buyer is of the markets. If the level of a buyer’s 

knowledge is high, then a buyer is less dependent and it can be expected that the 

relationship is weaker. 

According to Heckman (1999, 145, 151), there are varied supplier relationship 

management models. Some buying companies would prefer to maintain adversarial 

arm-length relationships, which are based on price reductions, while others commit 

to long-term and interdependent relationships. Especially, older procurement 

professionals might be reluctant to form long-term relationships. Amoako-Gyampah 
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et al. (2019, 168) suggest that the reason for reluctance might be maintenance costs 

and possible investments. Furthermore, information sharing increases vulnerability 

and long-term contracts require mutual trust and commitment. Therefore, it is 

necessary that buying companies are aware how SRM influences on a company’s 

performance and competitiveness. 

3.2.2 Trust and commitment in buyer-supplier relationships 

Trust can be defined as “the willingness to rely on an exchange partner in whom 

one has confidence” (Ganesan 1994, 3) or as “a positive belief, attitude, or 

expectation of one party concerning the likelihood that the action or outcomes of 

another will be satisfactory” (Hudnurkar, Jakhar & Rathod 2014, 189-200). Trust is 

an important element when building buyer-supplier relationship. Most value is 

gained, if there is mutual trust. Trust reduces uncertainty and risks. There can be 

found for example three types of trust: goodwill, contractual and competence. 

(Meehan & Wright 2011, 33-34) 

When there is trust in buyer-supplier relationship, trading parties are “relieved of the 

burden of having to constantly look over their shoulders.” This facilitate future 

investments, as trading parties are aware that they get support for common goals. 

Unfortunately, sometimes trust is not developed due to fear of vulnerability. 

Developing trust requires open discussion between a buyer and a supplier. 

Furthermore, trust is based on actions; how a buyer acts, reflects to a supplier’s 

actions. (Keith, Vitasek, Manrodt & Kling 2016, 324-327) 

Besides trust, also commitment has been defined as a vital element in supply chain 

collaboration (Hudnurkar et al. 2014, 192). It has been even stated that commitment 

and trust are key characteristics of efficient buyer-supplier relationship (Walter 2003, 

722-723). Commitment means that trading parties invest extra effort to their 

relationship and that relationship is sustained although trading parties encounter 

unexpected issues (Hudnurkar 2014, 192). Sometimes building commitment and 

trust is difficult as buying companies tend to switch suppliers. There can be found 

four elements which reflect to a supplier’s commitment to the relationship. These 



43 

 

are loyalty, possibility to do short-term sacrifices, long-term orientation and desire 

to do investments to the relationship. (Walter 2003, 723) 

3.2.3 Supplier performance monitoring 

Supplier performance can be defined as “a supplier’s demonstrated ability to meet 

the buyer’s requirements” (Prajogo, Chowdhury, Yeung & Cheng 2012, 125). 

Monitoring suppliers’ performance is one aspect of managing supplier relations. 

Traditionally, buying companies have focused on costs, but nowadays other factors 

are also evaluated, such as deliveries, flexibility and quality. Evaluating supplier’s 

performance is important when selecting suppliers, but also after selection on a 

regular basis. (Talluri & Sarkis 2002, 4257-4259)  

There are different ways how performance can be measured, but commonly 

companies measure supply chain costs, responsiveness and product quality. 

Furthermore, forecast accuracy can be evaluated. Measurement enhances supply 

chain performance and collaboration. (Ramanathan 2014, 212) Buying companies 

can also measure for example on-time delivery, correctness of invoices, process 

capability, problem solving skills, reliability and service quality. Measured objects 

can be both tangible and intangible. (Talluri & Sarkis 2002, 4259-4259)  

Nair, Jayaram & Das (2015, 6266) have divided supplier’s performance into two 

categories; operational and strategic. Operational performance refers to previously 

discussed costs, on-time delivery and quality, whereas strategic performance refers 

to supplier’s capability to provide new technology, services and knowledge in 

product development. Maestrini, Luzzini, Caniato & Ronchi (2018, 322, 329) have 

found in their study, that both performance monitoring and incentives increase 

suppliers’ operational performance. However, they also found that incentives can 

turn against a buying company; incentives might increase a threat of a supplier’s 

opportunistic behaviour, and hence decreasing operational performance. Thus, 

incentives can be either a threat or an opportunity. 

A buyer can communicate performance through ratings. Ratings provide 

information, that on what level a supplier’s performance has been during specific 

time period. A buyer must determine suitable evaluation criteria. They can be both 
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objective and subjective. It is important that the rating system is dynamic so that it 

is always up to date and responses to current market conditions. (Lasch & Janker 

2005, 409-413, 423) Feedback regarding performance is crucial for suppliers, as 

based on feedback they can implement corrective actions and continuously improve 

operations, therefore meeting better a buyer’s expectations (Talluri & Sarkis 2002, 

4258-4259). Because suppliers’ performance reflects straight to buying companies’ 

performance, performance monitoring is one of the most important tasks of a 

purchasing department (Prajogo et al. 2012, 125; Nair et al. 2015, 6266). 

3.2.4 Supply chain collaboration and partnering 

It has been evident that companies have moved from arm-length relations to more 

collaborative approach (Hingley 2005, 849; Keith et al. 2016 4), because buying 

companies have identified that adversarial short-term relationships lead to short-

term savings (Moeller et al. 2006, 71). With long-term collaboration, a buying 

company can ensure continuous material flow (Wang et al. 2016, 5587), but on the 

other hand, trading parties have higher risk to be exposed to opportunistic behaviour 

(Heckman 1999, 145). World widely known companies have adopted collaborative 

approach with their suppliers, and especially that has inspired many other 

companies (Ramanathan & Gunasekaran 2014, 252). Incentives for buying 

companies to get involved in collaborative relationships are for example guaranteed 

access to external resources and knowledge, reduced environmental uncertainty, 

reduced transaction costs, achieved financial targets, risk spreading and enhanced 

operational performance (Cao & Zhang 2011, 163). 

Collaboration is a situation in which two or more independent companies decide to 

pursue a common goal together, in other words goal congruence. (Hudnurkar et al. 

2014, 193). Collaboration in supply chains can take different forms. For example, 

trading partners can share knowledge, participate in common R&D project or 

forecast together. (Qu & Yang 2015, 911) Benefit sharing is a characteristic of 

collaborative supplier relations (Cox 2001b, 42; Ramanathan & Gunasekaran 2014, 

252). Besides benefits, also sharing other resources is typical. Trading parties share 

both tangible and intangible resources. Tangible resources could be for example 

logistic services, storage locations and common manufacturing equipment, and 
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intangible resources knowledge and reputation. (Ramanathan & Gunasekaran 

2014, 253) 

Wang et al. (2016, 5587-5588) have argued that there are conflicting views, whether 

power imbalance prevent long-term and collaborative relationship between trading 

parties, and especially when a buying company has more power. In their study, the 

researchers found that a supplying company can balance the relationship with 

managerial ties and product or service specificity. When management level is 

involved in the relationship, it is more likely that a buying company would maintain 

long-term relationship and prevent using its purchasing power. In product or service 

specificity, a supplying company sells customized products and services, which are 

designed especially for a buying company. In that case, a buying company will face 

higher switching costs and therefore, maintaining long-term relationship is a more 

lucrative option. 

Ramanathan & Gunasekaran (2014, 258) have concluded in their study that there 

are three factors which have significant influence on collaboration. If a buyer and a 

supplier do plans, implementation of supply chain activities and decisions 

collaboratively, collaboration will most likely be successful. This success also 

contributes to length of the relationship; the successful relationships tend to be also 

long-term. If one of these three factors are not fulfilled, collaboration will most 

probably fail. Successful collaboration leads to positive effects, such as increased 

profit margins, more satisfied customers and new opportunities. 

Hudnurkar et al. (2014, 189-200) have found in their study, that information sharing 

is the most crucial element in supply chain collaboration. With information sharing, 

trading parties can achieve significant benefits, such as cost reductions, increased 

transparency and get rid of bullwhip effect. The researchers found altogether 28 

elements which have influence on supply chain collaboration. For example, 

collaboratively decided performance metrics, management involvement, resource 

sharing, interpersonal relationships, consistent business culture and goal 

congruence were identified. Tseng (2014, 40) has also stressed the importance of 

information sharing; it is important that both parties understand each other’s 
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information and production. Otherwise, collaboration might lead to unprofitable 

outcome and decreased performance. Thus, sharing up-to-date information 

between parties is a crucial factor.  

Close collaboration with suppliers requires more resources from buying companies. 

For example, coordination and interactions need more time, but this can pay back 

in terms of reduced direct costs, such as reduced transaction and purchasing costs. 

Furthermore, service level and flexibility of a supplier can also increase. But on the 

other hand, less close relationship can be also in some cases more beneficial. They 

do not require so much resources and coordination. In that case, a buyer usually 

has alternative suppliers. Buying companies need both relationship models, and 

often there are no resources to build close collaboration with all suppliers. (Gadde 

& Snehota 2000, 310) Therefore, a buying company must choose correct strategy 

with every supplier. For all situations, collaboration is not the most profitable option. 

It requires critical thinking, whether to maintaining collaborative or adversarial arm-

length approach. (Cox 2001b, 42) It can be concluded, that different approaches 

are needed for different suppliers (Gelderman & Van Weele 2005, 19) and it cannot 

be said generally, that which type of relationship is “the best” (Gadde & Snehota 

2000, 306). 

Besides with suppliers, buyers can also cooperate with other buyers, in other words 

collaborate horizontally. This kind of arrangement is often referred as purchasing 

consortium, but other terms can be found, such as pooled purchasing and 

cooperative purchasing. In this arrangement, independent buying companies 

combine their purchases, motivated by various benefits. Purchasing consortiums 

have gained popularity also in the field of industrial purchasing, but their origin is at 

retail and public sector. Consortiums can lead to lowered purchasing prices, as with 

consortium buyers gain improved negotiation power over the suppliers. As other 

benefits can be mentioned decreased transaction, logistics and inventory costs. 

Besides cost reduction, buyers can also receive more information about supply 

markets. (Tella & Virolainen 2005, 161-162, 167)  
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For buying companies, one way to ensure material flow is through strategic supplier 

partnerships (Adobor & McMullen 2014, 263), and it has been even stated that 

“partnering has been suggested to be the superior solution for making the most of 

supplier relationships”. However, defining when relationship is considered as the 

partnership has been difficult. It has been suggested that one sign is mutual 

investments between trading parties. (Gadde & Snehota 2000, 305, 309) 

According to Meehan & Wright (2013, 1245), by means of partnerships, companies 

can create sustainable competitive advantage. Chicksand (2015, 121-122) has 

found in his study that partnerships are successful most likely, if power level 

between partners is balanced and there is mutual interdependence. These result to 

sharing risks and rewards equally. Other success factors the researcher has 

mentioned for the partnerships are previously discussed mutual trust and 

commitment. Although there would be power imbalance, partnership is not 

necessarily doomed, but most likely “true partnering” will not exist. Keith et al. (2016, 

332) emphasize importance of trust in partnership, as stating that “trust goes to the 

heart of the collaborative partnership”.  

Adobor & McMullen (2014, 263-264) have identified factors which have influence on 

partnership establishment; reputation, uniqueness, technological advancement, 

market share and financial state makes a company an attractive partner. A buying 

company should receive support from top management in order to implement 

partnerships successfully. Talluri & Sarkis (2002, 4259) argue that previously 

discussed supplier performance monitoring enhances partnerships. It strengthens 

the relationship between trading parties and enables communication of expectations 

effectively. 

Despite the praise of partnerships, Gadde & Snehota (2000, 305) have reminded 

that there are many issues related to partnerships, and that it must be evaluated 

very carefully, whether partnerships are a correct solution. Partnerships require lots 

of resources and are suitable option only if benefits are greater than costs. The 

researchers have concluded that “a company can be highly involved with only a 

limited number of suppliers and needs a variety of relationships - each providing its 

different benefits”. 
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As an example of a partnership form can be mentioned Joint Ventures (JV). In Joint 

Venture, at least two companies decide to combine their resources in order to 

achieve a common target. Partners can be even competitors, and a target can be 

for example a new product or service. If JV is executed successfully, partners can 

receive notable benefits, such as cost savings and access to new resources or 

markets. JV also encourages partners to improved performance, as failing has 

influence on all involved parties. JVs are recommended especially for highly risky 

but highly rewarding projects. JV can be formed only for a single project, or for longer 

time period. But if JV fails, all partners might face huge loss of money and time. 

Integration of different business cultures is one reason for failure. JVs are used in 

many different industries, but in technology business and especially in R&D projects 

JV is very popular. JVs can be utilized both horizontally and vertically. For example, 

buying companies can use JVs to accomplish more profound relationship. (Keith et 

al. 2016, 175-178)  

However, it has been said that suppliers might be reluctant to participate in joint 

product development projects, as there is a threat of losing core competencies. 

Another concern is that a supplier is worried about increasing dependency and 

development costs. Furthermore, there is a fear of a buyer’s opportunistic 

behaviour. A buyer might share a supplier’s knowledge with another supplier, thus 

switching to maintain that partnership. But if there are trust and commitment 

between trading parties, these kinds of risks are avoided. (Walter 2003, 722-723) 
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4 RESEARCH DESIGN 

Research design refers to a research plan, and for case studies planning is difficult. 

Coherent and unambiguous guidelines do not exist, but it is good to consider data 

relevancy, data collection, research questions and analysing process. (Yin 2009, 

25-26) In this chapter, research design is explained in detail. First, there is 

methodology, where chosen research strategy is presented. Then data collection 

and data analysis process are explained in detail. 

4.1 Methodology 

Usually, research methods are divided into qualitative and quantitative. Simplified, 

quantitative methods refer to using numerical data, and qualitative methods to using 

non-numerical data. Also, data collection and analysis methods distinguish them. 

Quantitative researches use for example questionnaires, whereas qualitative 

researchers use often interviews. Nonetheless, this is simplified explanation, and 

too narrow. It is also possible that the study combines both quantitative and 

qualitative methods. In that case, the study is a mixed method study. (Saunders et 

al. 2016, 165) This study has been executed by using qualitative methods, although 

numerical data has been utilized, but nonetheless, numerical data has been 

analysed with qualitative methods.  

There are various research strategies which can be used. It can be said that in this 

context, a strategy means a plan, whereby a researcher tries to achieve answers to 

research questions. The chosen strategy will be defined for example by research 

questions, objectives, available resources, time and purpose of a study. 

Furthermore, chosen method also impacts. (Saunders et al. 2016, 178) This study 

uses qualitative methods and based on the purpose of the study, the strategy is a 

case study, more accurately a single case study. Often, only qualitative methods 

have been linked to case studies, but this is misleading. Case studies can also 

include quantitative methods, even exclusively. (Yin 2009, 19) In this case study, 

qualitative data plays a major role, but also numerical data will be utilized, such as 

data from the case company’s ERP-system. 
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The study aims to investigate real-life phenomenon, and the “case” can be defined 

as one certain business unit of the company. “Single” refers to the fact that the study 

includes a unique case, and results cannot be generalized. The study investigates 

mainly one certain business unit (after sales services), the others have been 

excluded, although some are mentioned due to the context (factory side). (Saunders 

et al. 2016, 184-187) Furthermore, this study investigates contemporary event, and 

it supports the choice of the case study (Yin 2009, 7). These same arguments can 

be used when stating that the purpose of this study is an exploratory study. The 

study seeks to gain understand of a contemporary issue, and exploratory nature 

was utilized when executing interviews. This study was flexible, as a direction of the 

study was changed slightly when interview data provided new interesting opinions. 

This is a characteristic of an exploratory study. (Saunders et al. 2016, 174-175) 

4.2 Data collection 

Primary data for the empirical part has been collected through semi-structured 

interviews. In a semi-structured interview, interview questions are not accurately 

chosen, as they might vary between interviews. Interviews are not identical and 

there might be only questions which guide an interview. An interviewee is given 

freedom to tell more widely about the matter. Semi-structured interviews are 

commonly linked to qualitative methods. As comparison, there are structured 

interviews, which have exact and standardized questions. Questions must be the 

same in every interview. This is usually linked to quantitative methods. (Saunders 

et al. 2016, 391) For this study, structured interview was not suitable, as the 

interviewees are from different teams and work at different positions. Therefore, 

semi-structured interview was more suitable. It also provided more room for open 

discussion and hence, it was possible to reach a wide overview over the topic. 

The interviews covered sourcing managers, category managers, team leaders, 

technical product managers and inventory planners. The questions were designed 

in a way that they guided the interviews but there was also freedom to discuss other 

topics. Final amount of the interviewees was 11 persons. The interviews have been 

recorded, although sometimes also notes were made with a laptop. In one interview, 
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the recording failed and some parts of the discussion were not on the record. In that 

case, the interviewee was asked to answer the questions again via email. 

The interview questions were mostly derived from the theory, but also from practice. 

They have changed from the interview to interview, although for the interviewees 

who are working in the same position or the same business unit, the questions were 

the same. All the interview questions were seen as relevant, so none of them was 

excluded during the process. The interviews were held in Finnish in order to keep 

interviews smooth and preventing mistakes, although the questions were formed in 

English. The questions were divided into themes, and the themes were availability, 

supply risk, technical requirements, influencing, supplier relations and profit impact. 

As secondary data was used the case company’s publications, numerical data from 

ERP-system, the case company’s Web pages or other relevant documents. As 

mentioned earlier, this study has utilized qualitative methods. Data from the 

interviews has been qualitative, but, on the other hand, numerical data has been 

also used, such as purchase volume to certain suppliers. To the table 3 are gathered 

all the interviewees based on their position, interview duration, interview themes, 

business unit and how many questions were asked from each interviewee. In the 

caption of the table, the themes are explained. 

For the theory part, primary data has been collected from academical publications. 

In order to maintain varied and diverse discussion, multiple articles were chosen 

from different journals. The journals were mainly from the field of purchasing, supply 

management and marketing, such as Journal of Purchasing & Supply Management, 

Journal of Supply Chain Management and Industrial Marketing Management, but 

also from other industries, such as Journal of Business Research. As secondary 

data, books from supply management and business research were used. Internet 

sources were excluded from the theoretical part. 

  



52 

 

Table 3. Compilation of the interviewees and the interviews. Themes: 1 = supply risk, 2 = availability, 3 = 
influencing, 4 = supplier relations, 5 = technical requirements, 6 = profit impact. 

 

The interviewees were chosen based on their experience, knowledge, product 

category and position. It was also asked recommendations, who could be suitable 

interviewees. After data was collected, it was prepared for the analysis process. The 

interviews were transcribed based on recordings, in this case partially. In other 

words, data sampling was used (Saunders et al. 2016, 573), meaning that only the 

most relevant parts of the interviews were transcribed. None of the interviews were 

transcribed strictly from word to word. After that, data was analysed by using proper 

analysing methods. The analysis process is explained in the next section. 

4.3 Data analysis process 

After data was prepared for analysis, in other words transcribed, transcriptions were 

read again in order to gain comprehensive overview over the collected data. After 

reading each transcription, a short summary of each transcription was written. This 

made large data simpler and easier to analyse. Summaries included short 

expressions from the interviews and key opinions. Writing summaries took some 

time, but it was worth effort as it shortened time from actual data analysis process 

and made it more reliable. 
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Figure 5. Data analysis process. 

Figure 5 presents data analysis process. After the summaries were written, the 

actual data analysis process was started. This study has utilized thematic analysis 

technique (Saunders et al. 2016, 580-587). Data from the interviews was coded, 

meaning that units of data were labelled with a short code, such as “buffer stock” or 

“second source”. In this case, one unit of data refers to a single opinion and short 

expressions in the transcription summaries. In this process, opinions that were 

repeated many times were identified and themes were recognized.  

After coding, each code was organized under the themes, which were derived from 

literature used in this study. This approach can be described as deductive, as 

literature defined the themes of data, not vice versa. The themes were: resource 

dependency, power relations, portfolio models and supplier relationships. After the 

themes were defined from literature’s point of view, they were formed from a case 

company’s point of view. Then the themes are: material availability, influencing on 

suppliers, a portfolio model creation and managing supplier relations. If there was a 

data code that was not suitable under any theme, it was excluded. This was possible 

as deductive approach was utilized in the analysis process. After data was divided 

under the themes, then inferences of repeating matters were drawn and other 

relevant opinions found. The same method was utilized when analysing secondary 

data. If suitable information was found for example from the case company’s 
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publications or Web pages, it was deduced, that under which theme the piece of 

information belonged to. In the next chapter, these empirical findings are discussed 

based on the themes. 
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5 EMPIRICAL FINDINGS 

In this chapter, empirical findings are discussed. First, background of the case is 

presented, as it provides context for the findings and explains why the study has 

been executed. Furthermore, it provides information how purchasing activities are 

organized in the case business unit. After that, the study moves on to discuss 

empirical findings. First, findings related to resource availability are presented. 

Influencing on suppliers, in other words power relations, follows that. After that, 

creation of a portfolio model is described. Then, there are findings related to SRM. 

In the end, there is a short summary of suggestions, how the case business unit can 

improve its operations and resource access. 

5.1 Background of the case 

The case company of this study is a multinational electrical manufacturer, and the 

study is narrowed to its one business unit; after sales service business unit, and its 

purchasing activities. The after sales service business unit is a part of larger 

business unit, the factory side. The most important task of the after sales service’s 

purchasing department is to ensure and maintain inventory level of spare parts. In 

order to succeed in that task, besides operative purchasing, buyers and inventory 

planners must for example maintain correct purchasing parameters, sustain supplier 

relations and collaborate with other departments in the after sales service business 

unit and also in the factory side. Employees must be proactive to recognize 

disruptions in the supply chains and implement corrective actions if needed. It must 

be noted, that purchasing functions are differentiated in the case business unit; 

purchasing department of the after-sales service business unit is responsible for 

short term availability actions. Sourcing department, which locates at the factory 

side, is responsible for long-term availability, development and supplier selection 

process. 

Purchasing department of the case business unit consists of one manager, one 

team leader, four inventory planners, one project buyer, two trainees and one 

operative purchaser, who locates in Estonia. The purchasing team gets also support 
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from sourcing, if there are long-term issues with the suppliers. Each inventory 

planner has own supplier pool which they are responsible for. Operative purchasing 

is handled mostly by a purchaser in Estonia, so purchasing in Finland focuses 

mainly on strategic aspects of the purchasing. The purchasing department of the 

after sales service business unit collaborates closely with other departments, and 

the most important internal stakeholders are the customer service department, 

warehouse operations, technical product managers, sales, import expediting, the 

product information management team and the factory’s purchasing and sourcing.  

Most of the spare parts that the case business unit offers have status “from stock”. 

This means that a spare part should be available for the customer whenever 

requested. Availability is ensured with safety stock, which is calculated mainly based 

on a spare part’s lead time and consumption. When safety stock drops below the 

defined point, that will create a purchase requisition for the buyer. Safety stock 

maintenance is mostly automated by ERP-system, but inventory planners must 

follow ERP-system and ensure that input parameters are correct. Therefore, safety 

stock maintenance requires constant reviewing. Besides “from stock” spare parts, 

there are also “delivery time” items, meaning that a customer will receive a spare 

part after lead time. In the case business unit, it is technical product managers’ 

responsibility to define, which items are stocked, and which are offered with delivery 

time. 

The factory side and the after sales service business unit share some common 

suppliers. Shortly described, the factory side purchases materials for manufacturing, 

and the after sales service for spare parts purposes. If the factory is still using the 

purchased material, then the life cycle status of that material is “active”. But if the 

after sales service business is purchasing it only for spare parts, then life cycle 

status is “classic”. Life cycle phases of the materials in the case business unit will 

be discussed in more detail in the next section. Usually, if both the factory side and 

the after sales services are using the same material, then only one business unit 

handles operative purchasing, and another business unit just consume this same 

stock. This can be referred as purchasing consortium. This enhances operations 

and enables lower prices due to larger lot sizes and volumes. 
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It should be mentioned that business environment of the case company is very 

dynamic and fluctuating. Current situation is, that increase in economy has led to 

increased demand. This has caused capacity issues to some suppliers. There are 

new attractive businesses at electrical manufacturing industry, and suppliers 

allocate their capacity to different customers. These capacity issues have also 

brought increase in lead times. Lead time can nowadays be even one year for some 

materials or components, and that brings challenges to inventory planning. There 

can be identified certain components, which usually face the shortage first, when 

economy increases.  

5.2 Resource availability 

It was found that one issue that the after sales service business has with 

components is their age. Some devices that the after sales service must support 

with spare parts are from 1990’s, so it brings challenges to a component’s life cycle 

management. If a component is still used in manufacturing, and the factory side is 

purchasing it, then a component’s life cycle status is “active”, but if a device that 

requires a component as a spare part is in classic phase and a component is not 

used anymore in manufacturing, then the status is “classic”. Most of the after sales 

service business unit’s components have status “classic”. After the classic phase, 

then comes limited phase. In this phase, spare parts are available only limitedly and, 

in some cases, a customer needs to buy certain minimum lot size of spare parts. 

After that, a device faces obsolete phase, and in that phase spare parts should not 

be available anymore. In figure 6 life cycle phases are illustrated.  

 

Figure 6. Life cycle phases and their short description.  
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These older components, which are in classic phase, are a challenge. Therefore, it 

is important to review components regularly and ensure their availability from 

suppliers. In some cases, the after sales service business unit must make last time 

buy (LTB) purchase to the supplier in order to ensure spare part availability through 

a device’s classic or limited phase. When designing new products at the factory 

side, it is important to make sure that old components are not used in new devices, 

as these old components must be supported through a device’s lice cycle. Life cycle 

management plays a major role in ensuring availability, and that might require 

further studying in the case business unit.  

When conducting interviews and analysing data, it was identified that the factory 

side has implemented buffer stocks with key suppliers, but the after sales service 

business has not. Buffer stock means a material stock which locates at a supplier’s 

facilities and are in a supplier’s balance sheet, but the stock is dedicated to the 

factory’s requirements. The factory’s purchasers have special IT-tool to follow the 

buffer stock level. These buffer stocks shorten lead times, as a supplier has 

materials or components already available when the factory side needs them, and 

also enables to respond short-term demand peaks. However, if there are long-term 

and unexpected consumption peaks, a supplier’s buffer stock might run out. Buffer 

stock levels are agreed together with a supplier and the factory side’s purchasing. 

It must be noted that the factory’s purchasing is committed to buy agreed amount 

of buffer stocks from a supplier at some point, although demand decreases. 

The interviews revealed that buffer stocks could be suitable option for the after sales 

service business unit. If a purchased item has an active life cycle phase, the after 

sales service business unit might get materials from the factory side’s buffer, but for 

classic materials buffer stock agreements do not exist. Therefore, this could be one 

option to shorten lead times and ensure improved material availability without 

increasing the case business unit’s own safety stocks too much. All the interviewees 

saw buffer stocks as a good option, and one interviewee even said that “I do not 

see any reason why [the case business unit] does not have buffer stocks”. However, 

it was noted that it requires critical thinking, which items are suitable for buffer 

stocking. 
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Besides buffer stocks, consignment stocks were also investigated. Consignment 

stocks differs from buffer stocks, because in consignment stocks, the stock locates 

at a buyer’s facilities, but the stock is in a supplier’s balance sheet. The supplier can 

invoice the buyer, once a buyer consumes an item from the consignment. The 

factory side has implemented consignment stocks with some suppliers. However, 

consignment stocks were not seen as a suitable option for the after sales service 

business unit, especially if agreeing them alone. It was seen as a suitable option 

only if the factory side already has the consignment stock with a common supplier, 

and the after sales service could join that. All in all, consignment stocks are suitable 

for the suppliers who locate far away, such as in Asia, and materials have long lead 

times. 

A commonly recognized way to improve access to external resources is second 

sources for materials. The case business unit has also identified this and is actively 

working on the matter. At the factory side the aim is that most of the components 

would have alternative suppliers. Especially with new generation products the 

situation is better than with older ones. The situation varies between different 

product categories. The after sales service business unit “inherits” the factory side’s 

suppliers when devices move to classic phase, so if the factory side implements 

second sources, it benefits the after sales service business unit afterwards. 

Although the issue is, that the after sales service business has lower purchasing 

volumes than the factory, so therefore keeping two suppliers is not always profitable. 

Keeping an inactive second source is difficult, as ramp up takes time. In theory, one 

option could be to change between suppliers each year to keep second sources 

alive, but in practice that would be a difficult and a time-consuming process. Other 

factor which prevents changing a supplier is a supplier’s IP-rights. 

However, as mentioned earlier, the case company is large and has multiple 

business units around the world. In some cases, the other business units might use 

in their production the same items as the case business unit. If another business 

unit is suffering from lack of material, the other might be able to help with shortage 

and supply required components. Therefore, another business unit can be defined 

as a second source for some materials. Furthermore, recognizing 2nd tier suppliers 
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is crucial for any buying company. Although there would be alternative 1st tier 

suppliers, that does not help, if all the 1st tier suppliers use the same 2nd tier supplier 

as their subcontractor, and the 2nd tier supplier fails. Thus, when considering to 

implement second sources, it must be taken into account, that who are a supplier’s 

suppliers. 

Some components are specified to the case company, and therefore availability of 

second sources is limited. But if a purchased item is a “catalogue item”, meaning 

that not highly specific, then there are more alternatives available. Furthermore, 

technical requirements bring some limitations. For example, although a component 

would comply with technical features, size do not comply and therefore a component 

cannot be accepted. This issue is referred as “3Fs”, form, fit and function, and all of 

these factors must match when choosing alternative components. Form refers to 

the fact that a component has suitable model, for example that electrical 

connections or holes are at the right spot. Fit means that a component is the right 

size. If a component is smaller than the previous one, it is not usually an issue, but 

if the situation is vice versa, then it might be an issue. Function refers to technical 

functions of a component. Therefore, technical requirements also bring challenges 

when selecting alternative suppliers. Decomplexing purchased items is not usually 

possible, although re-design is sometimes an option. Some of the case business 

unit’s suppliers have testers, devices or tools at their facilities, which the case 

company has provided and owns. However, manufacturing machinery is always on 

a supplier’s responsibility. Some suppliers have dedicated one production line for 

the case business unit’s products.  

Forecasting is important when securing material availability. Both the factory side 

and the after sales service business unit send forecasts to suppliers monthly and in 

this way, they indicate to suppliers, which are material requirements in the next 24-

36 months. Forecast accuracy is crucial factor, but naturally, big project sales or 

other unexpected consumption peaks might cause variation to the forecasts. 

Therefore, forecasts can never be totally accurate, but should be quite close to real 

situation. With forecasts, managing long lead time items is also easier, as with the 

help of forecasts, purchase orders can be made beforehand. Furthermore, 
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forecasting increases a supplier’s flexibility, as with the forecast, a supplier can be 

prepared for upcoming demand. 

When choosing suppliers for the factory side or for the after sales service business 

unit, the most important dimension is material availability from a new supplier. That 

is considered first, then comes price and quality. However, one dimension cannot 

be emphasized too much, there must be a balance between them. In the figure 7 

these dimensions are presented as a triangle. On the top is availability, and quality 

and price follow that. Sourcing department applies total cost of ownership thinking 

when selectin suppliers, meaning that all aspects of costs are considered. For 

example, thinking of what is cost of poor quality, or what is cost of freight charges 

from a supplier far away. In general, suppliers from close proximity are preferred. If 

facing consumption peaks, suppliers from Europe can probably respond faster to 

increasing demand. From Asia, it would be more expensive to ship goods by 

express delivery. Nonetheless, it is good that supplier base is diversified. For 

example, if a natural catastrophe hits to one area, and all the suppliers are there, 

then it would cause significant disruption to the whole supply chain. But diversifying 

lowers the risks, and it would be good that alternative sources locate at different 

places geographically. 
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As mentioned earlier, long lead times, even one year, brings problems to inventory 

level maintenance. When conducting the interviews, it was suggested that in order 

to secure availability, a planner should keep parameters up to date, order based on 

previous consumption and forecasts, optimize safety stock and maintain constant 

material flow. This means that long lead time items are coming constantly in smaller 

quantities than a large amount infrequently. In that case, it is easier to respond 

consumption peaks. But if lead time is increased unexpectedly, it will take some time 

that safety stock level will be reached and availability will be secured again. For long 

lead time items, previously discussed buffer or consignment stocks could be one 

solution. 

It was also studied, what kinds of signs there are for material availability issues. Are 

there some ways to predict them? It was found, that if a person is aware of 

megatrends in the markets, then he/she should be able to recognize components, 

which will run out. But if considering a single supplier, that what are concrete signs 

of challenges, there can be found decreasing of on time delivery (OTD), unreliable 

order confirmations, lead times increase, quality flaws occur more often and 

information exchange is more difficult. However, with open communication, mutual 

Figure 7. The most important dimensions in supplier selection. 
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trust and good supplier relationship management the case business unit can avoid 

these kinds of situations. When communication is open on both sides, then 

unexpected and unpleasant situations can be prevented. 

5.3 Influencing on suppliers 

The case company is quite well-known and recognized, so only with its name it 

attracts suppliers. The case company has good reputation and is a preferred 

business partner. For suppliers, it is even a merit to be a supplier for the case 

company. The case company is seen typically as a big potential customer and 

business is attractive for many suppliers. The suppliers are aware, that if they 

perform well with one business unit, it can “open doors” to long-term business 

relation also with other business units.  

Besides name, it was seen that purchase volumes are an important factor when 

considering potential to influence. The bigger purchasing volume is, the better the 

case business unit can influence on a supplier. The aim is that both the factory side 

and the after sales service business unit are “A-category” customers for a supplier, 

but no need to be the biggest. In fact, both business units do not want to have too 

high percentage of a supplier’s revenue, as then the business units would have too 

big potential to influence. Therefore, there should be a balance when considering 

potential to influence. But all in all, it was seen that the case company is a big 

customer for many suppliers, and thus, potential to influence is quite good. 

Both business units aim to fair play with its suppliers. Power is not exploited 

unnecessarily, it is more like utilized. In fact, utilizing the case company’s potential 

to influence helps suppliers to improve their operations and quality. For example, 

supplier audits are good opportunity to influence on a supplier’s production quality. 

When demanding improvements, it also has positive influence on a supplier. Thus, 

potential to influence should not be seen only as a negative issue. In the case 

business unit’s business relations, exploitation towards suppliers does not exist, and 

that origins from the case company’s values. For example, it is recognized that 
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especially the factory side could use more its purchasing power, but due to 

previously mentioned reasons, will not do that. 

With long-term business relations, the case company can influence on suppliers. 

The factory side’s strategy has been to build long term supplier relations, and 

longest are approximately 30 years. It is important to build trust and relationships in 

many levels with key suppliers, even in top management level. The case company 

arranges for example supplier conferences and supplier days, and they can be seen 

also as potential to influence. The case company keeps promises and take care of 

its liabilities. With these actions, suppliers are also committed to the case business 

unit and the whole case company. 

If considering possibility to influence only from the after sales service business unit’s 

point of view, it was seen that even independently they can influence on suppliers. 

But naturally, the after sales service business unit gets leverage from the factory 

side, as the factory side has higher purchase volumes. It was even seen, that the 

after sales service business unit should rise awareness that they are an 

independent business unit, as sometimes it seems like suppliers do not recognize 

that. Nonetheless, potential to influence was seen quite high, and often suppliers 

take into account improvement suggestions and correction requests that both the 

factory side and the after sales service business unit presents. 

5.4 Portfolio model development  

Developing a portfolio model for the after sales service business unit was one of the 

main tasks of the study. The case business unit lacks a suitable portfolio model, and 

identifying critical suppliers is crucial for any buying company. With the portfolio 

model, the case business unit can systematically review the supplier base. The 

portfolio model of this study is based on Kraljic’s purchasing matrix. Same quadrants 

exist, but the aim was to find factors which have influence on profit impact and 

supply risk. With the help of the interviews, those factors were recognized and based 

on them, the portfolio model was created. The factors are referred also as key 

performance indicators (KPIs). When defining KPIs, it was important, that data for 
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that certain KPI was easily found. This means that, for example, exporting data from 

ERP-system and analysing it was easy enough. Data must be available effortlessly 

and it should not require special skills to analyse it. Each KPI was scaled with the 

scale 1-5. In figure 8 the scaling is illustrated as a picture.  

 

Figure 8. An illustration of portfolio scaling. 

The object is that each KPI will be scaled to scale 1-5 and based on the average 

from KPIs influencing on supply risk and profit impact, a supplier is placed to the 

matrix. For example, if a received average from assessing supply risk is 2,5 and 

profit impact is 4, then a supplier is placed to leverage quadrant. The purpose of this 

model is to provide tools to evaluate suppliers objectively, but some of the of the 

KPIs require, however, subjective consideration. Nonetheless, many of the KPIs are 

based on numerical values, and therefore are objective. Next, KPIs influencing on 

profit impact and supply risk are discussed. 

When considering profit impact, it was found that with purchasing volumes, the case 

business unit can influence on a supplier. The bigger purchase volume is, the higher 

is potential to influence. Therefore, as a KPI for profit impact, purchase volume to a 
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supplier was selected, and more accurately, last 12 months’ volume. That 

information can be easily exported from the company’s ERP, and analysing data is 

effortless. Purchasing volume was scaled in a way that certain volume generates 

value 1, certain volume value generates 1,5, et cetera. In this way, profit impact was 

assessed. 

To evaluate supply risk, it was found seven relevant KPIs. Lead time of supplied 

items is significant factor for any buying company. If materials or components have 

long lead times, planning and maintaining optimal inventory level is more 

challenging and responding to unexpected consumption peaks is not that flexible. 

Therefore, if purchased items have long lead time, ensuring availability takes more 

time as planning safety stocks and optimal inventory levels require more diligent 

evaluation. For the portfolio model, lead times of a supplier’s items were evaluated 

in weeks, and certain weeks generated certain points. For example, if lead time is 

averagely 1 week, it generates 1 point, 4 weeks generate 1,5 points, 8 weeks 

generate 2 points, et cetera. Lastly, there are 32 weeks, which generates 5 points. 

Scaling is based on the results from the interviews, as it was said, that lead time of 

three months is still manageable, but beyond that, managing is more difficult and 

over half year requires extra attention. 

The second KPI for supply risk is number of available items from a supplier. More 

purchased items a supplier has, more time it requires to manage a supplier. 

Furthermore, if a supplier goes out of business and there are many active items, 

then it takes more time to find a new supplier for all items. If there are 5 purchased 

items, it generates 1 point, if 10 active items, it generates 1,5 points, et cetera. 

Lastly, there is 50 purchased items, which generates 5 points. The third KPI is OTD. 

It was chosen, because when a supplier’s OTD is on good level, it requires less time 

to monitor a supplier. But if a supplier has lower OTD, a supplier must be followed 

more regularly and it takes more resources. OTD is measured in percentages, and 

in the portfolio model, 100 % generates 1 point, 95 % generates 1,5 points, 90 % 2 

points, et cetera. Finally, 60 % generates 5 points, as that low OTD requires 

immediate actions and constant monitoring. 
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The fourth KPI is the life cycle phase of items purchased from a supplier. Each item 

has defined life cycle phase, as explained in section 5.2. If purchased items are in 

the active life cycle phase, then supply risk is lower, as the manufacturing is also 

using items actively. But if purchased items are in the classic phase, then supply 

risk increases. The life cycle phase of an item influences significantly on supply risk, 

and therefore it was chosen to the portfolio model. Scaling of life cycle phase is 

illustrated in the table 4.  

Table 4. Scaling of life cycle phase. 

 

The geographical location of a supplier influences on supply risk. If a supplier 

operates in Finland, it is easier to contact them, maintain close relations and 

monitor. But if a supplier operates in Asia, maintaining relationships and monitoring 

is more challenging. Furthermore, trading in EU area is easier, as it requires less 

paper work and documentation. Therefore, the geographical location of a supplier 

was chosen as the fifth KPI for the portfolio model. In the table 5 scaling of the 

geographical location is illustrated. 
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Table 5. Scaling of geographical location. 

 

Naturally, availability of alternative suppliers reduces supply risk. If a supplier is only 

source for some component, it creates a bottleneck to supply chain. But if there are 

many available suppliers, supply risk is reduced, as supply source can be switched 

easily, if one supplier is not able to meet delivery requirements. Therefore, number 

of alternative suppliers was chosen as the sixth KPI. In the table 6, scaling of 

alternative suppliers is illustrated. As discussed in section 5.2, other business unit 

can be in some cases second source for items, but, however, if there are global 

availability issues, other business unit might lack items as well. Therefore, other 

business unit is not a secure second source, but might be able to help in some 

cases. 
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Table 6. Scaling of alternative suppliers. 

 

The seventh, and last, KPI for the portfolio model is related to supplier or case 

company -owned stock, devices, tools and testers, as discussed in section 5.2. If a 

supplier has some of these in their facilities, it increases supply risk, as it results 

higher switching costs, if trying to change to an alternative supplier. In the table 7 

scaling of this KPI is presented. 

Table 7.  Scaling of seventh KPI. 

 

Based on previously discussed KPIs, an Excel-based portfolio model tool was 

created. The purpose is, that a planner fills required KPIs to the tool, and then Excel 

automatically counts that into which quadrant a supplier falls and draws a sign to 
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the matrix. In the figure 9, there is a screen capture from an example, how the tool 

is used. 

 

Figure 9. An example of the finished portfolio model. 

However, it must be noted, that the portfolio model is dynamic and can be updated, 

when needed. The created model is the first version, and as time passes, it can be 

reviewed and even new KPIs added, or some can be removed, if seen unnecessary. 

Due to dynamic business environment, reviewing the model frequently is, in fact, 

necessity. When portfolio model is used in real operations, its further development 

requirements are emerged. Currently, all the presented KPIs are weighted equally, 

but as time passes, it can be reviewed, if some KPIs should be weighted more. 

Furthermore, reviewing suppliers with the portfolio model should be done regularly, 
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as the factors which influence on KPIs might change over time, such as purchase 

volumes, OTD or lead times.  

When conducting the interviews, there were also found few more KPIs, which were 

important. However, when creating the portfolio model, it was realized that 

implementing them to the portfolio model would have been too complicated, as data 

for them was not available effortlessly. First, financial status of a supplier was seen 

as an important factor influencing on supply risk. Nonetheless, analysing financial 

statement of a supplier would require special skills and data is not easily available, 

thus it was excluded from the model. The second excluded factor was the fact that 

if a supplier supplies highly specified components or “catalogue” items. This fact 

has significant influence on supply risk, but, however, the issue was that data is not 

easily available. If data for those two factors would be available effortlessly in the 

future, it could be reviewed, if they can be added to the portfolio model. 

5.5 Managing supplier relations 

Building and maintaining good business relations with suppliers is a core task for 

the case company, and therefore for the case business unit. One interviewee said 

that “although this is business-to-business, in the end, this is people-to-people”. This 

quotation captures well the idea that personal relations matter also in business 

environment. Thus, sustaining good personal relations especially with key suppliers, 

even on top management level, is crucial. Relationships should be built also when 

there are good times, not only in bad times if facing for example availability issues. 

When there are strong and collaborative relationships, then a supplier prioritizes a 

buying company if facing allocation situations. 

For both the factory side and the after sales service business unit it is important to 

consider the situation from a supplier’s point of view; what kind of customer is a 

pleasant customer? Having professional and collaborative approach is important, 

however, sometimes strict and demanding approach is needed, but not 

unnecessarily. Collaboration between the case business unit and suppliers is 

managed in many levels. The buyer from Estonia is mainly responsible for 
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operative, daily purchasing activities. The planners are responsible for short-term 

availability, supplier improvement and relationship management. The sourcing is 

responsible for suppliers’ long-term availability, such as capacity and capability to 

meet demand, supplier development, arranging meetings and other long-term 

activities. 

For the after sales service business unit, an issue is, that supplier base is quite large 

and there are only four planners handling them. Therefore, there is no possibility to 

maintain close relationships with all the suppliers. The after sales service business 

unit meets suppliers independently but also with the factory side. However, it was 

wished that the after sales service’s planners would receive more invitations for the 

factory side’s supplier meetings. Furthermore, those common meetings would be a 

good opportunity to promote the idea that the after sales service business unit is an 

independent business unit.  

It was seen that meeting suppliers face-to-face enhances collaboration and lowers 

barriers to do day-to-day business. Seeing a supplier’s facilities and production 

helps also to understand a supplier’s business. However, sometimes a meeting via 

Skype is enough. Although the factory side and the after sales service business unit 

have many common suppliers, the after sales service has some own suppliers, 

therefore those must be managed independently. The portfolio model discussed in 

previous section could help the issue to allocate resources to the most important 

suppliers. 

Besides improving external relations, it was seen that developing internal business 

relations is crucial too. As mentioned earlier, the case company is large and has 

multiple business units around the world. Thus, different business units worldwide 

could communicate with each other more transparently when considering 

purchasing related matters, especially in allocation situations. The same supplier 

can supply to different business units, so communicating first internally could be a 

solution for some issues.  
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Partnerships were also discussed in the interviews. There were differing opinions, 

whether they exist or not in the factory side or in the after sales service business 

unit. The most common interpretation was that there are some characteristics of 

partnerships, but not exactly partnerships. With some suppliers, the relationship is 

very close and collaborative, but it was difficult to define, if the relationship really is 

a partnership. However, there were also suspicions towards partnerships. They 

must be managed well, otherwise the results are undesirable and possibilities for 

multiple sourcing situation decreases. On the other hand, for the situation when a 

supplier is only option in the markets, partnerships could be a good solution. 

One partnership model, Joint Venture (JV), was investigated. It was found that either 

in the factory side or in the after sales service business unit traditional JVs do not 

exist. There are common development projects and work shops with suppliers, but 

they cannot be described as JVs. For example, a supplier can develop a product 

from the case business unit’s request. The case business unit defines the specs, 

and a supplier satisfies these. However, when considering this topic from the whole 

case company’s point of view, it was found from the publications that the case 

company has entered many JVs, though evidence from Finland was not found. 

There can be found very old JV arrangements, the first is from the beginning of 

1990s.  

Supplier performance is monitored very closely. Planners and buyers are 

responsible to follow suppliers’ OTD nearly daily, and to figure out with suppliers the 

reasons, if there are signs of decreasing OTD. With collaborative approach, the root 

causes can be solved and the case business unit can try to find ways to help a 

supplier with challenges. OTD is very important for the case business unit, since if 

a supplier’s delivery is late, that can also delay the case business unit’s sales order. 

Therefore, following a supplier’s OTD performance is one of the main tasks of the 

purchasing department. Reports from suppliers’ OTD performance can be easily 

found. 

Besides OTD, also other factors are followed, such as cooperativeness and quality. 

The after sales service business unit prepares for the key suppliers a performance 
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review, referred also as a rating, after each quarter. It is an Excel-based tool, in 

which different factors are evaluated with numerical scales. In this tool, OTD is 

emphasized, but also cooperativeness plays a major role. Different cooperativeness 

aspects, such as problem-solving skills, response time, helpfulness of a contact 

person, informing exceptions and correctness of invoices are reviewed and if there 

are corrective actions needed, then feedback is provided. Third object is quality. It 

is reviewed, how many quality complaints have been made to a supplier, and if 

delivery documents and packages meet the instructions. These reviews are looked 

through in seasonal meetings with a supplier, which are often arranged together 

with the factory side. In seasonal meetings, also other open topics and material 

availability situations are discussed in depth. 

5.6 Summary of improvement suggestions 

As a result of the study, there were found many useful suggestions, how the case 

business unit can improve its external resource access. One of the main findings 

was that the case business unit could implement buffer stocks with selected 

suppliers and items. Currently, the after sales service business unit lacks own buffer 

stock agreements with suppliers, thus those could be one solution, especially items 

with long lead times. However, it should be evaluated first, that with which suppliers 

and items the agreements should be negotiated. Other key finding was related to 

life cycle management. As the classic phase is very critical for the case business 

unit, the topic requires more investigation. It should be ensured, that new devices 

do not consist of too old components. Other point was, that devices should consist 

of simpler components, and that components are not highly specified. That would 

lower supply risk as switching costs would be lower.  

Resource access can be improved by maintaining alternative suppliers, but also 

with good forecasting. If forecasts are up to date and at least close to real 

consumption, then suppliers can prepare themselves for upcoming demand and 

lead times are shorter. Nonetheless, due to fluctuating consumption, forecasts can 

never be 100 % accurate. Furthermore, it was noticed that updating and maintaining 
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constantly correct inventory parameters ensure that safety stock and forecast 

calculations are up to date. 

When considering potential to influence, the case business unit has utilized its 

potential fairly. The case company is well-known multinational company, and a 

preferred business partner. Suppliers are treated fairly and the aim is to build long-

term business relationships which are based on mutual trust and win-win thinking. 

The after sales service business unit can influence on suppliers independently but 

gains leverage from the factory side. However, it was noted that suppliers do not 

always see difference between the factory side and the after sales service business 

unit and, therefore, the after sales service business unit should promote themselves 

more to suppliers.  

To identify critical suppliers and improve resource allocation, the portfolio model was 

created to the case business unit. The purpose is that with that model, the case 

business unit can review regularly and systematically its suppliers. In that way, it 

can be identified which suppliers require most time and how to allocate resources. 

The portfolio model should be reviewed frequently, since business environment is 

very dynamic. The Excel-based portfolio tool could be implemented to planners’ 

daily work and planners could provide feedback based on their experience. Based 

on feedback, the tool can be updated and improved. 

The portfolio model contributes also to improved supplier relations. The portfolio 

model reveals, how supplier relations should be managed. The case business unit 

could sustain more supplier relations by arranging more meetings with suppliers and 

developing collaboration models. To succeed in the task, strengthening cooperation 

with the factory side is crucial. There could be more common meetings where all 

parties are present. Supplier performance is already monitored very closely, that is 

one of the main tasks of the planners. From that field it was not found any particular 

development suggestion.  
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6 DISCUSSION AND CONCLUSIONS 

In the last chapter of this study, the research is discussed and summarized. First, 

there is a discussion, how theory and empirical findings reflect each other’s. After 

that, the main research question and the sub-questions are answered. Discussion 

of validity, reliability and confidentiality of the study follows that. Then, future 

research propositions and limitations are presented. In the end, there are the 

conclusions of the study. In that section, the achievements and results of the study 

are summarized. 

6.1 Reflecting theory into empirical findings 

When comparing theory into empirical findings, there were found many similarities, 

however also some differences. First, it can be concluded, that resource 

dependence exists. The case business unit requires external resources in order to 

achieve customer satisfaction and operational targets, and resources are both 

tangible and intangible, as Hall (1992, 135-136) argued. Pfeffer & Salancik, (1978, 

258-262) have stated, that companies need to ensure stable and continuous flow of 

resources and tackle environmental uncertainties. Empirical findings supported this 

point of view. Currently, markets are very turbulent and constantly changing, and 

ensuring stable material flow is a challenge. 

When considering power in purchasing, many similarities were found. As He et al. 

(2013, 607) reminded, utilizing power is not always a negative issue. Utilizing power 

can also help suppliers to improve operational performance and quality. Empirical 

findings supported that. Therefore, it cannot be said that power is always “exploited”, 

as exploitation refers to negative sides of power. Existing literature often reminded, 

that power imbalances exist very commonly (see e.g. Kumar 2005, 864; Cuevas et 

al. 2015, 149), and power balance situations are very rare (He et al. 2013, 607; 

Hingley 2005, 850). The topic was not covered completely in the interviews, but 

empirical findings indicated that power imbalances exist. 

However, there was also a conflict between theory and empirical findings. According 

to some theories (see e.g. Hingley 2005, 850), trading parties might aim intentionally 
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to maximize their power and exploit a weaker party. Empirical findings did not 

support that view. According to the interviews of the case company, the company 

aims to fair play with its suppliers and power is not used unnecessarily. Although 

there were theories that power should not be used unnecessarily (see e.g. Cox 

2001b, 42; (Gelderman et al. 2008, 220), motives were different. For example, a 

threat of revenge was mentioned as one motive to prevent power exploitation 

(Caniëls & Gelderman 2005, 144), but according to empirical findings, motivation 

was the company’s values. As conclusion, there was evidence, that power should 

not be used unnecessarily, but motives were different. 

As sources of power, existing literature mentioned for example dependency (He et 

al. 2013), alternative suppliers (Ramsay 1995), a supplier’s brand (Ramsay 1995; 

Kähkönen & Virolainen 2011; Cox 2001a), financial statement (Kähkönen & 

Virolainen 2011), information (Kähkönen & Tenkanen 2010), IP-rights (Cox 2001a), 

money (Ramsay 1995), high switching costs (Caniëls & Gelderman 2007) and 

resource attractiveness (Ramsay 1996). However, there was not found clear 

evidence from a buyer’s brand awareness and reputation. In empirical findings, 

these were key elements. The company’s good reputation and brand attract 

suppliers and therefore, were seen as sources of power. Other source of power was 

purchase volumes to a supplier, but that found support from existing literature 

(Ramsay 1995). 

Kraljic’s purchasing portfolio uses as dimensions supply risk and profit impact 

(Kraljic 1983). However, it was not found from existing literature, how should one 

define supply risk and profit impact. Which factors influence on supply risk and profit 

impact? Empirical findings provided many factors, such as supplier’s OTD, a 

supplier’s financial state, number of purchased items, life cycle phase and purchase 

volume to a supplier. Kraljic (1983, 112) provided some factors, but not exact advice, 

how the factors influence on the dimensions. This study’s empirical findings 

revealed, how factors can be scaled and systematically reviewed. 

Empirical findings indicated that collaboration with suppliers is desirable situation, 

and theory also supports that view (Ramanathan & Gunasekaran 2014; Qu & Yang 

2015; Hingley 2005; Keith et al. 2016; Moeller et al. 2006; Wang et al. 2016). The 
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case business unit aims to win-win thinking and solving issues collaboratively with 

suppliers. However, evidence from true partnerships, such as Joint Ventures, was 

not found in the case business unit. Even doubts were raised about partnerships, 

and also existing literature, such as Keith et al. (2016), admit that partnerships might 

fail in some cases. Furthermore, as Gadde & Snehota (2000) argue, defining when 

relationships turn to partnerships is difficult. The interviews revealed this same 

issue.  

Existing literature emphasized the importance of supplier performance monitoring 

(Talluri & Sarkis 2002; Ramanathan 2014; Maestrini et al. 2018; Prajogo et al. 2012; 

Nair et al. 2015). The case business unit has also recognized this. Supplier 

performance is monitored very closely, and it is one of the most important tasks of 

the planners. Both the factory side and the after sales service business unit provide 

ratings for their suppliers, such as Lasch & Janker (2005) suggested. Ratings 

indicate how suppliers have performed and how they could develop their operations. 

Both business units have determined certain factors they measure, and they are 

both tangible and intangible, as Talluri & Sarkis (2002) have defined. Therefore, it 

can be said that empirical findings reflected existing literature well, when 

considering supplier performance monitoring. 

6.2 Discussion of the research questions 

The study had one main research question and three sub-questions. The main 

object of this study was to find answers to those question. That required to gain 

understanding of focal concepts of this study; resource dependency, power 

relations, portfolio models and SRM. Besides that, data collection from the case 

company and analysing that data was required. As a result, it was possible to 

provide answers to the research question. 

Main research question of the study was “How the development of a portfolio model 

enables managing power relations?” The answer for this question was found both 

from theory and empirical findings. According to Kraljic (1983, 113-114), there are 

two dimensions in a portfolio model; supply risk and profit impact. If supply risk is 

low and profit impact is high, a buyer is able to utilize purchasing power. But if the 
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situation is vice versa, then a supplier is a dominant party. Furthermore, there can 

be also balanced situation, in which neither a buyer nor a supplier is a dominant 

party. Figure 3 in page 34 illustrated power positions in the matrix and in the chapter 

3.1.3. wider explanation for power positions was provided. Nonetheless, portfolio 

models provide indications, what kinds of power relations can be found between a 

buying company and its suppliers. After power relations are defined, a buying 

company can choose suitable way to manage them. 

When considering empirical findings, the portfolio model was developed for the case 

business unit. With the portfolio model, the case business unit can place the 

suppliers to the portfolio matrix and draw conclusions, what are the power relations 

and how to manage them. The portfolio model can also enable to recognize, if there 

are certain product categories in which power positions are centred in the certain 

area. Hence, with the help of the portfolio model, the case business unit can analyse 

and manage power relations. Therefore, the answer to the question is: “Portfolio 

models provide indications about power positions. Based on supply risk and profit 

impact, a buying company can place suppliers to the purchasing portfolio matrix and 

draw conclusion, what kinds of power relations can be found and hence, how 

suppliers should be managed.” 

The first sub-question of the study was “What are the key performance indicators 

(KPIs) that can be used in a portfolio model?”  Kraljic (1983, 111) provided a 

template for KPIs by defining as dimensions supply risk and profit impact. However, 

empirical findings revealed, which factors influence on the dimensions. For profit 

impact, it was found that purchase volume to a supplier impacts significantly. For 

the portfolio model, it was decided to adopt last 12 month’s direct purchases to a 

supplier.  

For supply risk it was found more KPIs. They were lead time of purchased items, 

number of purchased items, OTD of a supplier, the life cycle phase of purchased 

items, geographical location of a supplier, number of alternative suppliers and the 

fact if a supplier has the case company or a supplier -owned stock, devices, tools 

and testers in their premises. It was decided to include those KPIs to the portfolio 
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model. However, there were also found two KPIs, which were excluded from the 

final portfolio model. Those were financial state of a supplier and the fact if 

purchased items from a supplier are highly specified. The reason for exclusion was 

that data for those KPIs was not easily found and would require special skills to 

analyse them. However, those KPIs can be included later, if data will be available 

more effortlessly. 

The second sub-question of the study was “How portfolio models can ensure 

improved availability?” This refers to stable material flow in a buying company and 

how that can be improved. Theory revealed, that with portfolio models, a buying 

company can optimize its resources to suppliers which need more attention (Olsen 

& Ellram 1997, 103; Roseira et al. 2010, 926) and even enhance operational 

performance (Gelderman & Van Weele 2005, 21). Empirical findings showed that 

the portfolio model reveal critical suppliers, and thus a company’s purchasing 

department can concentrate their resources on critical suppliers and monitor them 

with higher attention. When those critical suppliers are identified and monitored 

closely, their performance should be improved and hence, continuous material 

availability would be secured. 

The final sub-question of the study was “How supplier relationship management 

influences on availability?” Existing literature revealed that SRM plays a major role 

in supply chain management (Moeller et al. 2006, 69; Qu & Yang 2015, 911; Dubois 

& Pedersen 2002, 35) and suppliers provide significant contribution to a buying 

company’s operational performance (Lasch & Janker 2005, 409). If supplier 

relations are managed well, it increases supply flexibility, reduces uncertainties and 

improves quality (Amoako-Gyampah et al. 2019, 160-161). Supplier performance 

monitoring is a key factor when ensuring that suppliers meet a buyer’s requirements 

(Talluri & Sarkis 2002, 4257; Prajogo et al. 2012, 125). 

Empirical findings supported these views. Supplier performance monitoring 

improves availability, as changes in important factors such as in OTD and quality 

are noticed immediately, and corrective actions can be applied. It is important to 

maintain good relations with suppliers, in some cases even on top management 
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level. Supplier flexibility is also a crucial factor, because there will be also demand 

peaks and if a supplier is not able to respond to demand peaks, a buying company 

might face a shortage. Meetings with suppliers are good opportunity to discuss 

material availability situations and find common solutions. Based on these findings, 

it can be concluded that well-managed supplier relations have positive influence on 

a buying company’s material availability. 

6.3 Reliability, validity and confidentiality of the study 

According to Yin (2009, 14-15), case studies have been criticized in general that 

due to lack of systematic procedures, they might be biased and collected data is 

arguable. Case studies are not usually executed in strictly controlled environment. 

Another point is, that case studies can be generalized limitedly. It is said, that their 

target is to “expand and generalize theories”. Furthermore, it is criticized that 

conducting them take too much time. When reflecting these to this study, the study 

was not executed in controlled environment, but data was collected from 

professionals in their field, so data can be considered as reliable and the study is 

objective. However, it is true that this study can be generalized limitedly, as a sample 

was quite small and only one company was studied. Conducting the study took 

about half a year, which is reasonable for this kind of research. 

Reliability refers to the fact that the study can be repeated and is consisted. Besides 

that, the study is conducted transparently and process steps have been 

documented carefully. (Saunders et al. 2016, 202-203; Stuart et al. 2002, 430) If 

considering this study, KPIs of the portfolio model can be probably applied to other 

companies in some extent, but due to unique characteristics of buying companies, 

some revise might be needed. Due to this same reason, other results might also 

vary, for example if studying power relations. As this was a single case study, the 

study is generalized limitedly. The research process has been presented in this 

study carefully and transparently, hence it is possible to repeat the study, although 

the results could vary.  

Besides reliability, other factor to measure research quality is validity. It means that 

measurement devices of the research are appropriate and they measure correct 
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targets. For example, interview questions are actually measuring the real situation. 

(Saunders et al. 2016, 203, 450-451) In this study, appropriateness of the interview 

questions was ensured from the professional and some changes were made based 

on the feedback. The interview questions were sent to the interviewees in good time, 

thus the interviewees were able to review the questions beforehand and ask 

elaboration if needed.  

One way to increase validity of the study is to use multiple data sources. (Stuart et 

al. 2002, 429). In this study this was fulfilled, as the study utilized many interviews 

and interviewees but also the case company’s publications. In addition, there were 

many interview question and different questions were asked, depending on an 

interviewee’s position and job description. When considering literature review, it 

utilized too varied sources from known publications. Therefore, it can be concluded 

that data of the study was rich and included multiple data sources. 

Furthermore, when conducting a research, it is important to ensure data 

confidentiality. It means that raw data of interviews is not distributed and results of 

the interviews are described on a general level. In other words, individual 

interviewees cannot be recognized from presented data. This is especially 

important, if confidentiality is promised to interviewees prior interviews. (Saunders 

et al. 2016, 235-236)  

In this study, confidentiality was ensured. In fact, it was promised to the 

interviewees, as by stating in the interview invitation that “data of the interview will 

be used anonymously”. Recordings of the interviews were removed from the 

recording device after the study was finished. Furthermore, transcriptions of the 

interviews and their summaries were not handed over anyone else, so they 

remained confidential. The empirical findings of the study were written on very 

general level and in a way that an individual interviewee’s opinions should not be 

recognized from the text.  
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6.4 Future research propositions and limitations 

When conducting interviews and reading existing literature, there were found many 

interesting and valid future research propositions. Interviews revealed, that life cycle 

management and especially its influence on purchasing would require further 

studying. Existing literature provides also quite limitedly its contribution to this topic, 

thus this topic would need more research. LTB purchases, which were mentioned 

in the empirical findings in this study, would be also suitable topic for further studies 

in the case company.  

As suggested in the study, the case business unit could implement buffer stocks 

with its suppliers. However, it requires further research, that with which suppliers 

buffer stocks should be negotiated and which items are suitable for buffer stocks. In 

the interviews, it was mentioned that expensive items with long lead times could be 

suitable. Nonetheless, more careful research is needed. Besides that, consignment 

stocks would require the same kind of study. 

Existing literature indicated, that opinions regarding power imbalances and their 

influence on buyer-supplier relationships are not congruent. Some researchers 

argue that if there is power imbalance between a buyer and a supplier, the 

relationship is unstable and conflicted and a weaker party is exposed to exploitation 

(Hingley 2005), but some argue, that collaboration is possible despite of power 

imbalance (Cuevas et al. 2015; Kumar 2005) and there are some control 

mechanisms how to manage power imbalances (Wang et al. 2016). Thus, it is 

evident that this topic requires more research in academic literature. 

The portfolio model which was developed to the case business unit is dynamic and 

requires constant updating and evaluation. Thus, it will require constant further 

research. As mentioned in the study, there were found KPIs which were excluded 

from the final portfolio model due to data source issues. It must be investigated, if 

data for those excluded KPIs could be found more easily and KPIs could be included 

to the study in the future. Due to constantly changing business environment, the 

portfolio model will require lots of further research. 
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This study was limited to one business unit in the case company, and it was 

conducted from purchasing’s point of view. All the interviewees were professionals 

from purchasing, supply chain management or technical side. In the future, the 

studies could be wider and they could include the case company’s suppliers or 

customer to study. Then the further studies would provide a more profound view 

over the topic. In addition, the same kind of study could be executed to other 

business units in the case company, as material availability is necessity in any 

business unit. 

6.5 Conclusions 

It can be concluded, that all companies are dependent on external resources to 

some extent. Thus, companies need to interact with each other and exchange 

resources. Being highly dependent on another company increases uncertainty and 

exposes to exploitation, hence the situation should be avoided. Improved and 

guaranteed access to external resources is an asset for any buying company and 

in order to succeed in that task, companies need control mechanisms to manage 

resource access. As purchasing has become strategic function in companies, it is 

crucial to invest in related activities. Disruptions in purchasing activities have often 

influence on other operations in a company. As presented in this study, there are 

many ways to improve the access to external resources and thus ensure resource 

availability.  

The portfolio models have been studied for decades and there are lots of existing 

literature available. However, there are still some research gaps to fill. When 

executing this study, it was found that there is no systematic way to analyse, what 

factors influence on profit impact and supply risk. It was argued that portfolio models 

are based on subjective judgements (Padhi et al. 2002, 7) and a comprehensive 

blueprint, how to utilize portfolio models, is lacking (Gelderman & Van Weele 2005, 

22). Furthermore, portfolio models are often too qualitative in their nature 

(Montgomery et al. 2018, 192). This study was able to respond at least partially to 

these criticisms. KPIs defined to the study’s portfolio model were primarily 

quantitative and there was only a little room for subjective consideration, as many 
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of the KPIs were based on numerical values. In this study, the portfolio process has 

been documented in a way that it is possible to repeat the process in other case 

study. Therefore, it can be concluded that this study has provided its contribution to 

the ongoing discussion of portfolio models. 

Portfolio models can be utilized also for defining correct management methods for 

supplier and power relations. As discussed in this study, understanding power 

relations is very crucial as power relations are present constantly in business 

relations. Power relations also influence on the fact that how supplier relations 

should be managed. Managing power and supplier relations are one way to ensure 

access to external resources. Therefore, portfolio models should be adopted more 

widely in working life and thus, this study provided its contribution to managerial 

implications. 

All in all, this study was able to achieve its objects. It succeeded to explain, how 

these theoretical concepts, RDT, power relations, SRM and portfolio models, are 

related to improved material flow in companies. The research questions were 

answered and answers were found both from theory and empirical findings. Other 

object, to create portfolio model for the case business unit, was also achieved. With 

the portfolio model, the case business unit can proceed to improve access to 

external resources and find the most optimal way to sustain its supplier relations. 

As a final conclusion, in this study academical literature and practical business life 

met. 
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