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The subject of this study is supplier collaboration in online retail store. The aim of the work
is to find out how supplier collaboration can be enhanced, what factors affect supplier
collaboration and what benefits or challenges this can bring. This thesis focuses on
identifying the effects and the role of supplier collaboration in online store, and the main
emphasis is on illustrating the dyadic relationship between supplier and buyer. In addition,
this thesis examines the comparison of traditional physical stores and online stores. The
study consists of a theoretical and an empirical part. The research has been carried out as a
qualitative study, the material of which was collected from scientific sources and semi-
structured interviews. The research data has been collected from eight interviews, the
interviewees of which represent eight companies in the field of Finnish online stores in retail
industry. As a result, the identified criterias, the benefits achieved and the challenges that
arise are closely linked and go in hand with supplier collaboration and its enhancement.
Supplier collaboration can therefore be improved when the criteria for co-operation are met.
Collaboration must be mutually beneficial and the goals must be common in order to gain
benefits such as competitive advantage and ultimately increase sales and the company's
business. This requires from both commitment, interest and willingness towards achieving
mutual goals in long-term period.
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Tédmidn tutkimuksen aiheena on toimittajayhteistyd vihittdisverkkokaupassa. Tyon
tavoitteena on selvittdd, miten toimittajayhteistyotd voidaan kehittdd, mitkd tekijét
toimittajayhteistydhon vaikuttavat sekd mitd etuja tai haasteita yhteistyd voi tuoda. Tama
opinndytetyd keskittyy toimittajayhteistyon vaikutusten ja roolin tunnistamiseen
verkkokaupassa, ja pddpaino on havainnollistaa toimittajan ja verkkokaupan vilistd dyadista
suhdetta. Lisdksi tdssd opinndytetydssé tarkastellaan kivijalkakauppojen ja verkkokauppojen
vertailua. Tutkielma koostuu teoreettisesta ja empiirisestd osasta. Tutkimus on toteutettu
laadullisena tutkimuksena, jonka aineisto kerdttiin tieteellisistd 1dhteistd seka
teemahaastatteluista. Tutkimusdata on kerdtty kahdeksasta haastattelusta, joiden
haastateltavat edustavat kahdeksaa yritystd suomalaisten véhittdisverkkokaupan alalla.
Tuloksena voidaan todeta, ettd tunnistetut kriteerit, saavutetut hyodyt ja esiin tulevat haasteet
liittyvit ldheisesti toisiinsa ja kulkevat kési kddessé toimittajayhteistyon ja sen kehittdmisen
kanssa. Toimittajayhteisty6td voidaankin siis kehittdd kun kriteerit yhteistyolle tdyttyvit.
Yhteistyon tulee olla molemmille osapuolille kannattavaa ja tavoitteet tulee olla yhteiset,
jotta voitaisiin saavuttaa etuja, kilpailuetua ja lopulta kasvattaa myyntid ja yrityksen
litketoimintaa. Tdméd vaatii molemmilta osapuolilta sitoutumista, kiinnostusta ja halua
yhteisten tavoitteiden kehittdmiseen pitkalld aikavalilla.
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1. BACKGROUND

During the last decades, since of the development of Internet, business towards online has
become an essential part of global retailing (Shaw, Gardner & Thomas 1997; Shaw 1999;
Verhoef, Kannan, & Inman 2015; Murillo 2001). The demand for constant digital
development towards online retail stores is increasing rapidly (Finnish Commercial
Federation 2021). This increasing demand on online and digitalization has result in
companies developing their business models. (Hallavo 2013; Verhoef et al. 2015). The
internationalization of trade has resulted in increased competition and new opportunities in
growth for companies (Kauppalehti 2015). Also, the constant development of market
environment impacts on companies' desire to become more flexible and adaptable. As well
as the desire to be adaptable has an impact on the nature of business relationships. (Giannakis

2007)

Internet and online stores have changed the retail industry and those enable various
advantages for companies. As a result of digitalization and Internet, retail has changed
tremendously during the last few years (Lewis, Whysall & Foster 2014; Verhoef et al. 2015).
In 2020, the growth of online stores increased, the total sales of Finnish online stores were
about 11,8 billion euros. Online retail trade grew by 22 percent in Finland in 2020, which
was a record in the 2010s. In the spring of 2021, the number of online purchases in Finland

continued increasing. (Paytrail 2021; Posti 2021)

Supply-chain management demonstrates transforming since of the development of Internet,
online retailing and digitalization across the world (Murillo 2001). Online stores are
developing supply chain management while providing potential. (Gunasekaran, Marri,
McGaughey & Nebhwani 2002) Today, the Internet provides a large selection of products
and services. As e-commerce has increased, companies have also had to develop their supply
chains with the change. (Mentzer, DeWitt, Keebler, Min, Nix, Smith & Zacharia 2001, 17—
18; Yu, Wang, Zhong, & Huang 2016, 179). Also, online stores have many logistical
advantages comparing to traditional physical stores, warehousing, volumes, deliveries and

range (Logistiikan maailma 2021). These will be discussed more in the next chapters.



The importance of supplier relationships has grown. Supplier relationships have changed
from regarding to reduce supplier relationship costs and avoiding reliance individual supplier
relationships to achieving the so called “win-win” situation, where both the purchasing
company and the supplier achieve better results through cooperation (Ford, Gradde,
Hékansson & Snehota 2003). The development is due to a market environment changes
(Ford et al. 2003; Dyer & Singh, 1998). According to Ross (2015, 599), the key to supply
chain success in the twenty-first century is effective procurement and supplier relationship
management. In accordance with Gadde, Huemer, and Hakansson (2003), relationship
building has become one of the most important resources for businesses and a source of
long-term competitive advantage. By establishing supplier collaboration, a company can

achieve a wide range of benefits for its business (Moeller, Fassnacht & Klose 2006).

This thesis focuses on identifying the impacts and role of supplier collaboration in online
retail store and the main focus demonstrate the dyadic relationship between the supplier and
online retail store. The aim of the work is to find out how supplier collaboration can be
enhanced, what factors affect supplier collaboration and what benefits or challenges this can
bring. Also, this thesis considers the comparison of traditional physical stores and in online
though retail stores. In a business-to-business, dyadic relationships between companies are
vital. Collaborative relationships, or dyads, can be viewed both as simple relationships
between actors, while they are generally regarded as collaborations between at least two
actors that seek to achieve mutual benefits between firms are vital. (Anderson, Hakansson &

Johanson 1994)

1.1 Preliminary literature review

Online stores or in other words, e-commerce are linked closely to the Internet, which began
widespread among consumers in the mid-1990s after (Vilkas Group 2018, 9). According to
Hallavo (2013), the first online stores appeared in the late 1990s, and customer awareness of
online retailers began to increase in the early 2000s. This can be also noted, literature and
studies have increased radically in the beginning of 2000s, a notable part of the existing
literature found from Scopus have been published then. Since of the rapidness of electronic
commerce and technology development, it has been affecting to business in all aspects and

has brought new opportunities. Due to as a significant result in industrial revolution as well



as scientifical achievement. (Garrett & Skevington 1999; Shaw et al. 1997; Shaw 1999) In
accordance with Lee (2001), e-commerce or online stores have revolutionized and
transformed traditional commerce and are consequences of the development of information
technology. (Shaw et al. 1997; Shaw 1999). The development has been increased especially
during the last years (Vilkas Group 2018, 8). It has also changed the way businesses are
conducted. (Lee 2001)

Collaboration and its components have long been studied, and cooperation is recognized as
a source of competitiveness (Prior 2012). As competition increases globally, companies need
to collaborate with suppliers in order to survive in markets (Trent 2005). However, as
literature shows, companies must identify how to create value aiming to success in global
markets, therefore cooperation or collaboration with the supplier is the most common
method of creating value. (Hughes 2008) The benefits of collaborating with supply chain
partners were recognized as early as the 1980s as a response to the markets increasing
competition and pressures in cutting costs (Khan & Yu 2019). Collaboration can be achieved
using a collaborative strategy. Its aim as strategically is to achieve a win-win situation for

both parties (Park, Shin, Chang & Park, 2010, 502)

There exist various articles and studies about this topic published during the past couple of
decades. During the years, there has been developed different strategies to manage supplier
relationships and categorize suppliers (Khan & Yu 2019). The SRM concept was first
introduced in by Peter Kraljic in Harvard Business Review in 1983, introduced the SRM
concept. According to him, the focus should be from supply management as operation
function to strategic. (Kraljic 1983). According to Khan and Yu (2019), SRM advantages
were recognized already in the 1980s. Nevertheless, those studies have mainly focused on
the benefits of supplier relationship SRM in a big picture, but focused less to the integrating
the concept to other relevant and connected concepts. According to Park et al. (2010), those

previous studies have not concerned the integration and offered solutions.

However, the precise definition of supplier relationship management (SRM) is still unknown
despite of the previous literature and studies (Hughes 2008). But, over time the concept
of SRM has evolved. (Ross 2015, 555) According to Schuh, Strohmer, Easton, Hales &
Triplat (2014), and Lambert & Schwieterman (2012), SRM has been described as a tool for



categorizing and managing suppliers based on their strategic importance. Moeller et al.
(2006) define SRM as a process comprised of several activities, similarly as Park et al.

(2010) to several steps.

According to Krause, Handfield & Scannell (1998), SRM focuses on improving customer-
supplier relationships and collaboration between them and thereby creates benefits for
instance value as important and impact on multiple parties between relationships. SRM,
according to Park et al. (2010), has a strategic goal of collaborating with suppliers aiming to
achieve effectiveness by developing and producing new products. However, a significant
aspect according to Hughes & Wadd (2012) demonstrates that SRM manages all the
relationships together by collaborating between supplier and buyer. Thus, Ross (2015) states
that they key aim is to develop relationships that both the buyer and supplier can benefit.

For managing suppliers, Lambert and Schwieterman (2012, 337) discuss that SRM provides

a framework.

Although much academic research has been published about supplier relationship
management and e-commerce/online store separately, the combination of impacts has not
been adequately studied. The practical study of things is in high demand in research.
According to Golicic, Davis, McCarthy & Mentzer (2002), there exist just a few research
concerning the impact of e-commerce on relationship management. According to
Balakrishnan & Geunes (2004), research in Supply Chain Management and e-commerce has
grown dramatically in the past decade. Moreover, Gunasekaran et al. (2002) investigated the

changing role of e-commerce.

Moreover, a notice discovered of literature concerning physical stores and online stores. The
distinguishing factors and comparing between online store and physical store have been
studied by Chen & Leteney (2000) and Enders & Jelassi (2000). However, there is difficult
to discover articles and studies about comparing those two concept and connecting them to

supply chains and supplier relationships.

1.2 Research questions
The focus of this research is on supplier relationship management (SRM) and online retail

stores. This study's theoretical contribution is to gain a better understanding of the



relationship between SRM and online stores that occurs and can occur in collaborative

relationships and what the relationship can generate.

The main research question addressed in this thesis is the following:

How online retail store may enhance the collaboration with suppliers?

To support this main research question, supporting questions are defines. In order to answer

the main question, the sub-questions are:

What are the factors impacting on supplier collaboration?
What are benefits that can be achieved with supplier relationship management and
collaboration on online retail store?

What are the challenges of supplier relationship management on online retail stores?

1.3 Definitions/key concepts
This subchapter defines the key concepts that will be used in the thesis. The main concepts
are Supplier Relationship Management (SRM), Supply Chain Collaboration and online

retail.

Online retail store (electronic commerce)

This thesis focus specifically on retail stores in online, operating in Finland. According to
Finnish Commercial Federation, Commerce is divided into retail trade and wholesale trade.
Retail consist of fast-moving consumer goods, special goods and technical trade. (Finnish
Commercial Federation 2021) In this research, electronic commerce, e-commerce, is seen as
a business model where companies trade products over the internet by using electronic
channels and technology (Kini & Choobineh 1998; Garrett & Skevington 1999) and e-

commerce and online store are referred as a same concept.

Supplier Relationship Management SRM
Supplier Relationship Management (SRM) is an method for managing supplier relationships
and external resources in order to achieve a broad perspective in supply decision making.

(Lintukangas 2010) SRM provides a framework for businesses to manage, evaluate, and



develop supplier relationships in order to ensure the success of collaborative initiatives
(Herrman & Hogson, 2001). SRM provides a comprehensive picture of all interactions

between the company and the supplier (Schuh et al. 2014).

Supplier collaboration
Collaboration in is a long-term partnership in which supply chain parties collaborate closely
to achieve common interests and benefits that exceed what a company could achieve on its

own (Hughes 2008; Cao, Vonderembse, Zhang & Ragu-Nathan 2009).

1.4 Limitations

There are limitations that need to be acknowledged in this research. This study is conducted
as a qualitative research. The data will be collected through interviews from several company
in the field of Finnish online retail stores. This research is mainly based on the present, but

theory based on research data and older research are examined from the past.

The results of the study are limited to the quantity of empirical findings. The number of

interviews sets the limits for the reliability of the study. Besides, the empirical data is
collected from Finnish companies which represent one phenomenon. Geographically,
therefore, the research approach is relatively narrow. Also, only a buyer company
representative will be interviewed, not the supplier company. Therefore, the empirical part
has been done from the perspective of those companies. Also, an important aspect to
consider, is that the case company operates in online retail industry. Therefore, empirical
results probably vary depending of the interviewees situation, experience and company. In
order to ensure transparency in the conversations, the interviewers and companies will
remain anonymous. This study will focus to consider the dyadic perspective of a supplier
and buying company. Therefore, this thesis does not consider the view of the consumers and

the perspective is business-to-business.

1.5 Research methodology & data collection plan
The theoretical part of this work consists of academic literature, previous research, articles
and books. The theoretical framework was formed from various theories and studies. The
empirical part is done by using a qualitative research methodology. The research material is

obtained by interviewing representatives of companies by using semi-structured interviews.



Interpretation of the comparison of theory and research material is to be provided meanings
and answers to the research questions asked. Therefore, the interview questions for the
interviewees are also designed according to the research questions. Several people will be
interviewed anonymously in Finnish for this thesis and the interviewees will be
representatives from Finnish internet retail enterprises. The purpose is to compare the
interviews answers and companies. These interviews will be recorded, transcribed, and
translated. Next, the gathered data will next be examined and incorporated into the current
hypothesis. The primary goal is to address the previously specified research questions. The
empirical part of the study and the research method will be described in more detailed later

in this work.

1.6 Conceptual framework

The conceptual framework illustrates the theoretical perspectives and the main subjects
which are discussed in this thesis. The below figure 1 presents the theoretical framework of
the work. This study is based on the dyadic relationship between the supplier and the buyer
and the collaborative relationship between them. The work deals with the topic specifically
from the buyer's point of view. This partnership can bring benefits to the buyer company but
also challenges to the business. The buyer's position in the study focuses specifically on
online, but this work includes the comparison between the buyer's and supplier's co-

operation in the online business and the traditional physical store.

Buyer:

Collaboration

Online retail store

Benefits

Figure 1: Theoretical framework



1.7 Structure of thesis

The structure of this thesis is divided to theoretical and empirical chapters. The figure 2
illustrates the main structure and aims for chapters. First, the background of the study is
presented, the research questions, and the preliminary literature review in the chapter one.
Additionally, the chapter presents the theoretical framework, definitions of key concepts,
and research methodology in brief. The second, third and fourth chapters represent the
theoretical part of this thesis. Academic literature about the buyer-supplier relationship is
discussed widely. The third chapter discusses supplier collaboration, its requirements,
advantages and challenges that may emerge. The last theoretical chapter, four considers
online stores and retail stores, and also those supply chain. The fifth chapter presents the
design and methods of research. The chapter begins with a discussion of data collection
methods and a description of data analysis methods. The course of the interview process is
explained, as well as information about the companies and people interviewed. Finally,
competence and reliability are critically assessed. The empirical part of this study is
presented in the chapter six. The empirical results of this study are comprehensively
presented in that chapter. Finally, the final seventh chapter focuses on the discussion and
conclusions of this study. Empirical findings are compared with theoretical findings and the
research questions are answered. Moreover, both theoretical and managerial contributions
of the research are presented. The final chapter ends with an analysis of limitations and future

research recommendations.



+ Preliminary literature review & definitions for key concepts
* Research questions

« Limitations

+ Conceptual framework

v

* Online retail store
* Supplier-buyer collaboration
+ Supplier relationship management

+ Research methodology
+ Description of the companies and interviewees
+ Data collection

0logy| « Reliability & validity

+ Interviews
fcal + Data analysis
Empiri . irical findin,
study Emp £s

* Discussion of the results
+ Answers to research questions

Results & | . Suggestions for future research
Conclusions

Figure 2: Structure of the thesis
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2. SUPPLIER-BUYER RELATIONSHIP AND SUPPLIER
RELATIONSHIP MANAGEMENT

This chapter discusses the relationship between supplier and buyer. At first, this chapter will
discuss the dyadic relationship of buyer and supplier, the supplier relationship management
from the view of the buyer, and finally supplier relationship management, how the buyer

company may manage its suppliers.

2.1 Relationship between buyer and supplier

Previously, relationships were arms’, length transactional relationships and focused on
individual company achievements (Duffy & Fearne 2004). The Japanese model of close
relationships emerged as an alternative partnership to traditional arm's length relationships
(Dyer, Cho & Chu 1998). The buyer-supplier relationship has evolved more into a
partnership and the traditional goals of maintaining low purchasing prices and supplier
switching costs have shifted (Krause & Ellram 1997). Nowadays, relationships have changed
more collaborative since of the prerequisites of the new competition. The competition has
changed, and companies no longer compete as they have previously, thus this requires
responding to changes in markets. Adjustments to the relationship and cooperation between
suppliers and purchasing companies have become necessary. (Moeller et al. 2006) In order,
companies need to develop more close relationship with suppliers (Lambert & Schwieterman

2012).

Although, companies have a limited number of resources available to maintain and develop
their supplier relationships. As a result, companies concentrate their efforts on the most
crucial ones (Mentzer et al. 2001; Finne & Kokkonen, 2005). By focusing on the most
important ones, companies are becoming more reliant on their suppliers’ capabilities and
resources as they focus on core competencies (Sahay 2003). Thus, supplier relationships

focuses on few key suppliers (Giannakis 2007).



11

The strategic importance in purchasing has increased, resulting in closer collaboration
between the purchasing and selected suppliers (Moeller et al. 2006). According to Spekman
(1988), the buyer must choose the appropriate partner because not all potential suppliers are
good strategic partners. Relationships between purchasing company and supplier must be
managed with Supplier Relationship Management to get the most out of every relationship.
(Moeller et al. 2006) Dyer et al. (1998) state that buyer companies should do strategic
segmentation, by categoring suppliers into strategic partners and durable arm's length.
Companies benefit from segmentation because it allows them to enhance their effectiveness
and allocate resources more efficiently. Therefore, most of the resources should go to key
role strategic partners in order to differentiate products. (Dyer et al 1998) Furthermore, fewer
resources should be allocated to less, non-strategic, arms’ length suppliers. Companies can
thus differentiate themselves from competitors through sourcing and supplier relationships

(Iloranta & Pajunen-Muhonen 2008, 119; Tseng 2014).

2.2 Supplier Relationship Management

Managing supplier relations is related to supplier cooperation, as discussed earlier in this
thesis. According to Lambert & Schwieterman, Supplier Relationship Management includes
process with elements of a strategical, value-creating and cross-functional (Lambert &
Schwieterman 2012; Schuh 2014). They investigate the purpose of SRM as a strategic
activity for companies (Lambert & Schwieterman 2012). SRM focuses on the collaborative
relationship between buyer and supplier (Krause et al. 1998) and provides a framework for
developing the supplier-buyer relationship (Lambert & Scwieterman 2012; Schuh et al.
2014; Croxton et al. 2001; Trent 2005). As a result of lack of collaboration, partnership, and
communication, the SRM concept evolved. SRM, on the other hand, focuses on transforming
corporate culture and changing buyer-supplier relationships on a daily basis (Ross 2015

555).

In order for SRM to be successful, a company's goals for SRM must be faced with the
company's strategy (Lintukangas 2010). This necessitates open data sharing (Hughes, 2008).
According to Hughes and Wadd (2012, 25-26), companies should focus SRM on suppliers
with the highest potential to reduce risk and add value. SRM has been found to produce

several benefits, according to several researchers and studies. The purpose of SRM is to
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promote the benefits of both parties in the longer term. (Tseng 2014) Previous research has
also shown that SRM affects competitive advantage through partnerships (Lintukangas
2010; Herrmann & Hodgson, 200; Trent, 2005). Also, a significant benefit of SRM is value
creation (Day, Magnan, Webb & Hughes 2008; Hughes 2008; Herrmann & Hodgson 200;
Moeller et al., 2006; Lambert & Schwieterman, 2012). In addition, SRM offers considerable
opportunities to maximize the overall value and quality of relationships with selected
suppliers through SRM (Day et al. 2008; Hughes 2008 & Moeller et al. 2006). Ross (2015)
claims that when SRM concepts and practices are implemented, the organization gets great
benefit. Therefore, in accordance with Krause et al. (1998), SRM focuses, thus creating

added value and profit for several parties.

Buyers can use SRM to find crucial components and finished goods from their preferred
suppliers (Ross 2015, 533). According to Herrmann and Hodgson (2001) SRM additionally
improves flexibility and responsiveness by increasing communication, visibility and
collaboration planning with suppliers. Since this, a company’s ability improves for matching
the demand to production and thus contribute to improved profitability (Herrmann &
Hodgson 2001; Chen et al. 2004). According to Hughes and Wadd (2012, 22), supply chain
performance may increase with collaboration (Krause et al. 1998; Hughes & Wadd 2012;
Tseng 2014). It provides a framework for developing a supplier-buyer relationship (Lambert

& Scwieterman 2012; Schuh et al. 2014; Croxton et al. 2001; Trent 2005).

Developing strategic partnerships with key suppliers can be incredibly difficult, despite the
fact that SRM has proved to provide many benefits (Hughes, 2008). According to Hughes
(2008), companies may encounter barriers that affect on improving the relationship from
traditional to collaborative relationships. Also, when the investment in the supplier
relationship increases, affects it to dependence. Dependence increases risk and uncertainty.
Hughes addresses that a challenge is that companies may be reserved of sharing information
with their partners. In order to create value, SRM can be a tool for this. However, the
implementation of SRM may lack efforts to build trust and commitment, especially
systematically and strategically. (Hughes 2008). In order to succeed in the implementation
of SRM, a clear strategy is an important part that takes relationships and processes forward

(Day et al. 2008).
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3. SUPPLIER COLLABORATION

This chapter will be discussing about supplier collaboration, its elements, and requirements,
then the benefits that may be achieved with collaboration, and lastly the possible challenges
and barriers in collaboration between the buyer company and supplier. The purpose is to

consider those subjects from the view of buyer company.

In academic literature, the importance of collaboration and close buyer-supplier relationships
in supply chain management has been well highlighted by various researchers (Spekman,
Kamauff & Myhr 1998). Collaboration demonstrates the process by high cooperation in
order to continue in long-term (Spekman 1988). There are two types of collaboration in
accordance with Barratt (2004). He defines vertical and horizontal collaboration as the types.
Vertical cooperation refers to collaboration with customers or suppliers, as well as
collaboration across various departments inside a company. (Barratt 2004) Vertical
collaboration happens when two or more companies share their responsibilities, resources,
and performance information to serve customers who have similar needs (Simatupang et al.
2004). Horizontal cooperation, on the other hand, demonstrate the collaboration between a
company and its competitors or a company and its non-competitors (Barratt 2004). This
thesis, however, focuses on the vertical collaboration since the focus is between supplier and

buyer as a dyadic relationship.

Due to increased competition, buyers are seeking for suppliers whose expertise, knowledge
and competence can be exploited (Spekman 1988). Collaborative relationships typically
involve few suppliers who are in a critical position to success for buyer company (Trent
2005). However, as previously stated in this thesis, it is essential to emphasize that
collaborative relationships should not be formed between all. According to the findings by
Spekman et al. (1998), both partners and the supply chain should be selected strategies
carefully. However, not all of these can be applied to all collaborative partnerships, and
Barratt (2004) advises focusing on a few key relationships rather than collaborating with
everyone. According to Lambert & Schwieterman (2012), long-term strategic partnership
provide strategic value-adding as its best. The process requires shared commitment to the

future and a balanced power relationship (Spekman 1988).
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According to Balakrishnan & Geunes (2004), companies need to ensure the efficiency of the
supply chain and respond to the changing market demands. As a result, companies have to
consider external opportunities to collaborate and coordinate with partners. However, these
increased opportunities for collaboration and coordination create new challenges and
complications among supply chain partners. The new competition arises long-term, close
relationships in supply chain where both partners can trust, develop relationship where
communication and information sharing occurs freely as well as solving problems together

and planning the future goals.

3.1 Elements of Collaboration

The characteristics and elements of collaborative relationships have been studied and
identified; the characteristics are related to the success of the collaborative relationships.
Mohr and Spekman (1994) have identified in their study the most significant characteristics
from the perspective of the buying company. The characteristics of collaboration in
accordance with Mohr and Spekman (1994) are trust, commitment, coordination,
communication quality, information sharing, participation, and joint problem solving.
Moreover, Hughes (2008) has defined elements of collaborative that are most and least. In
most collaborative relationships there exist a high level of trust, transparency, focus on
maximizing long-term value and ability to other party success, conflicts are resolved and

differences are leveraged to innovations and value creation.

Common goals are requirements for a successful partnership. Collaboration requires buyer
companies and suppliers to relate themselves as partners as well as engage in joint value
creation and success for both parties (Trent 2005; Hughes 2008; Spekman et al. 1998).
Companies must perceive and believe in a common promising future, moreover the goals
for the future should be in line together. In order for collaboration to continue for improving,
collaboration must be invested in and the current situation must not be too satisfying.
(Nieminen 2016). According to Nieminen (2016), supplier enhancement is about mutual
development, where the best practices are divided between the two. Furthermore, Sahay
(2003) underlines that collaboration is a significant element result to success and value

creation. Gaining competitive advantage is a result of a joint effort (Spekman et al. 1998).
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According to Nieminen (2016), the precondition for cooperation is that the purchasing
company is obliged to get to know the supplier's business and production in detail. This also
allows the company to better understand its partners. According to Hughes & Wadd (2012),
understanding the suppliers is a principle for a buyer company and they should invest in

understanding their suppliers better (Spekman 1988; Hughes & Wadd 2012).

According to Morgan & Hunt (1994), trust and commitment are key elements in order to
success in the collaborative relationship (Morgan & Hunt, 1994; Duffy & Fearne, 2004;
Spekman et al. 1998) and those elements play an essential role in supplier relationships
(Corsten & Felde 2005). According to McKinsey research companies that engage and
commit with their suppliers, were able to achieve benefits (Gutierrez, Kothari, Mazuera, &
Schoenherr 2020). A collaborative relationship requires from both buyer and supplier on
engaging resources and adoptions according to Moller & Torronen (2003). However, despite
of the significant commitment on the part of the company, the advantages of collaboration

do not always meet its objectives (Gadde & Snehota 2000).

Communication is vital in relationships between companies, according to Mohr and
Spekman (1994), and increased levels of communication are connected with commitment
(Morgan & Hunt, 1994). A prerequisite for effective cooperation is interaction that is active
and goal-oriented. The systematic development of co-operation between organizations
requires regular interaction (Nieminen 2016). Thus, effective communication demonstrates
a requirement for a successful buyer-supplier relationship (Krause & Ellram 1997). Krause
and Ellram (1996, 49) showed that supplier performance resulted from communication that
was updated, frequent, and informal between the supplier and the buyer. The measure of a
strategic partnership may be, for example, mutual meetings between the key personnel of
the companies at appropriate intervals, where they present their own activities, visible
changes and jointly assess the market situation (Nieminen 2016, 107-113). According to
Spekman (1988), mutual trust and open communication are factors to enhance commitment.
Therefore, the buyer company should maintain communication at a high level with supplier.
(Dyer et al. 1998). Trust and its continuous improvement and maintaining are essential,
buyer companies should actively sustain and build with suppliers (Prior 2012; Hughes &
Wadd 2012).
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In order to achieve competitive advantage, understanding and information sharing are
required (Spekman et al. 1998). According to Nieminen, both the buyer and the supplier will
cooperate distributes information systematically, comprehensibly and in accordance with the
purpose and aims to continuously improve the supplier's know-how, performance and
competitiveness (Nieminen 2016). Also, collaboration requires information sharing among

supply chain partners (Spekman et al. 1998).

According Krause, Handfield & Tyler (2007, 530), the performance for buyer depends on
their suppliers. They identify priorities that are competitive factors and affect the buyer firm
and ultimately the customers. These factors are cost, quality, delivery time, dependability,
but and flexibility. The supplier's lack of quality might have a negative influence on this
perception or create production delays. When it comes to delivery, there are two major
considerations that might have an influence on expenses. On the one hand, there is delivery
dependability, and on the other, there is delivery speed. Both can result in lower inventory
levels. To fulfill the ever-changing and often unpredictable client demand, flexibility is
essential. It is critical to have suppliers who can alter their manufacturing costs- and time-

efficiently. (Krause et al. 2007, 530-531)

3.2 Benefits of Collaboration

This sub chapter discusses and collects the main benefits and motives of supplier
collaboration from previous exist literature that has been mentioned severally. There are
plenty of those benefits, however this chapter will notice part of them, the most significant

ones. Table 1 below demonstrates the benefits.

The primary purpose in supplier relationship between supplier and buyer has changed to
collaboration and achieving benefits for both parties mutually (Ford et al. 2003; Moeller
2006; Simatupang & Sridharan 2002). According to Khan & Yu, the benefits were
recognized in the 1980s and the aim of the collaboration then was decrease costs and
compete in the markets. (Khan & Yu2019). The benefits of supplier collaboration, according
to Iloranta & Pajunen-Muhonen (2008, 313), are based on observations: common goals
driving to be more efficient, and conflict situations seek to resolve the problem to the best

of their ability.



Table 1: Benefit