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Strategic partnership is the hardest and at the same time most rewarding form of a
relationship between companies. It ties the partners closely together to achieve common
goals and added value by sharing knowledge capital, resources, and costs. Strategic
partnership enables companies to concentrate on their core strengths, while leveraging
partner’s expertise to create new offering, expand into new markets and gain more shared
customers.

The purpose of this thesis is to examine theories behind partnerships, characteristics of
different types of partnerships, and how business-to-business partnerships can be analysed
and developed into valuable and sustainable strategic partnerships.

The research was conducted as a qualitative case study which enabled use of diverse
information sources and provided in-depth data. Semi-structured interviews were held with
both the case company representatives and its partners. Research was also supported by a
literature review, workshops and observations.

The results show that strategic partnerships require a solid foundation, relationships on both
personal and organizational level, in addition mutual engagement. This creates a win-win
environment where both parties are investing and gaining from the partnership. The thesis
provides the case company theoretical insights to partnerships along with practical guidance
of the different elements and requirements for establishing strategic partnerships in a global
environment.
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Strateginen kumppanuus on yritysten vilisten suhteiden vaikein ja samalla palkitsevin
muoto. Se sitoo kumppanit tiiviisti yhteen tavoitteiden saavuttamiseksi ja lisdarvon
tuottamiseksi jakamalla tietopddomaa, resursseja ja kustannuksia. Strateginen kumppanuus
antaa yrityksille mahdollisuuden keskittyd ydinvahvuuksiin ja hyddyntdd kumppanin
asiantuntemusta uuden tarjonnan luomiseen, laajentumiseen uusille markkinoille ja
yhteisten asiakkaiden hankkimiseen.

Tutkielman tarkoituksena on tarkastella kumppanuuksien taustalla olevia teorioita,
erityyppisten kumppanuuksien ominaisuuksia ja sitd, miten yritysten vélisid kumppanuuksia
voidaan analysoida ja kehittdd arvokkaiksi seké kestdviksi strategisiksi kumppanuuksiksi.

Tutkimus tehtiin kvalitatiivisena tapaustutkimuksena, joka mahdollisti monipuolisten
tietoldhteiden kéyton ja antoi syvillistd tietoa. Puolistrukturoidut haastattelut suoritettiin
sekd yrityksen edustajien ettd sen kumppaneiden kanssa. Tutkimusta tukivat myos
kirjallisuuskatsaus, tydpajat ja havainnot.

Tulokset osoittavat, ettd strategiset kumppanuudet edellyttivit vahvaa perustaa, suhteita
sekd henkilokohtaisella ettd organisaatiotasolla ja molemminpuolista sitoutumista. Taméa
mahdollistaa win-win-tilanteen, jossa molemmat kumppanit panostavat ja hydotyvit
kumppanuudesta. Opinndytety0 tarjoaa case-yritykselle teoreettisia nédkemyksid
kumppanuuksista sekd kdytdnnon ohjeita strategisten kumppanuuksien eri elementeistd ja
vaatimuksista globaalissa ymparistossa.
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1 Introduction

”No man is an island” — a famous poem written by John Donne in 1642 also applies to
businesses working in today’s world. As companies expand and seek new markets, they
sometimes find it is best to form business partnerships to leverage skills and knowledge of
others to succeed. This might seem an easy way to grow one’s business, but unfortunately
statistics show that up to 60-70% of business partnerships eventually fail (Hughes and Weiss
2007). Even though partnerships are not easy to manage, Caterpillar which is one of the
biggest mobile machinery companies in the world, has managed to utilize its vast dealer
network effectively in creating long lasting customer relationships and profitable aftermarket
business (Fites 1996). Caterpillar’s example shows that it is possible to create successful
partnerships between companies where both parties are winning in the long-term and

keeping customers satisfied at the same time.

Forming a meaningful and valuable partnership between the OEM (original equipment
manufacturer) and its dealers has led to the need to research partnerships more closely in the
case company. There is currently wide range of business performance within case company
dealers and in many occurrences, it is just a relationship on paper without proper interaction
and engagement. Purpose of the thesis is to perform a B2B (business-to-business)
partnership analysis of the current situation and study ideal people and business-related
elements and requirements that are needed for a strategic partnership. This type of
partnership means high level of engagement where both parties are strongly tied together
sharing vision, values, critical resources, and goals, thus mutually benefit from the
partnership (Vesalainen 2006). Strategic partnership certainly has its positive features which
strengthen interaction and commitment between business partners, but the thesis will also

indicate instances when it is not the desired form.

In addition, case company currently has a mixed way of working with its global dealers and
findings of the thesis will help to create a comprehensive dealer management guideline. The
document will focus on areas such as dealer selection criteria, onboarding, execution, and

performance monitoring for which the thesis will provide suggestions.

The thesis will be done as a case study as it includes detailed analysis of a relationship

between two parties where knowing the context is vital. Study will use qualitative research



method which enables several techniques such as open-ended interviews which provide

profound information, focus group discussions and empirical observations.

1.1 Background for the research

This paragraph provides insights about the case company and the reasons behind why it has
decided to form partnerships with dealers. Main purpose, however, is to summarize
information of the academic research work concerning business partnerships and especially
what has been found to be important in creating successful partnerships. Nevertheless, there
are still some key areas yet to be covered in partnership studies as many of them end in
failure. The thesis will examine main partnership elements and requirements but also tries
to find possible weak signals and dimensions which are important for the case company to
develop sustainable partnerships and a win-win environment. These will be studied by using
qualitative case methodology which enables for example observations and interviews. More

in depth literature review is done in chapter number two.

The case company is an equipment manufacturing company which designs and produces
mobile machinery for international markets. It has its own engineering, manufacturing, sales,
logistics and aftermarket support functions, but on certain market areas it has opted to rely
in partnerships with external dealers. This way case company has taken a thoughtful risk in
giving its dealers keys to handle the equipment sales, aftermarket business and end-user
relationships. Main justification behind the decision is that the physical equipment and end-
users are geographically widespread thus it would demand vast number of own resources

and costs to manage sales and aftermarket business properly.

Dealers generally operate on smaller market areas thus have good knowledge of the
surrounding customers and their operating environment, not to mention insights of the
competitors. In addition, dealers are aware of the customers’ buying behaviour and have
knowledge and expertise in providing aftermarket related offering such as spare parts,
equipment maintenance and logistics services, in addition product marketing at a lower cost.
Dealers are also much more agile and able to adapt in a constantly changing business
environment than the case company. In a nutshell, benefits for the case company using

external dealers are local knowledge, resources, cost efficiency and agility.
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At the same time, dealers are the case company's only point of contact with the end-users.
The case company does not have visibility of the end-users nor aware how well dealers are
maintaining customer relationships. Dealers have an extremely critical role by being
responsible for the equipment sales, aftermarket services and maintaining brand image of
the case company. There is a vertical integration with the case company as dealers are adding
value by providing various services for the end-users. In some instances, dealers have
extended aftermarket offering which is not in the case company’s normal assortment. These
sorts of dealers can be referred as VAR (Value-Added Reseller), who modify products or

services to add more value for the end-users. (Nilsson 2023)

On the other hand, when looking horizontally, dealers are competing with other OEM dealers
which is also good to consider in the dealer selection phase and when developing
partnerships. Horizontal integration between dealers of the case company will be studied

later in the thesis as there are many possibilities for common good.

Since the dealers are in a critical position, failure to handle aftermarket business would
certainly lead to a poor image of the case company and its products as an overall, in addition
loss of equipment and aftermarket sales in the future. This means there are multiple
dimensions in business partnerships which extend to customers and competitors. It is not
only B2B level that should be considered and managed. Keeping this in mind no matter what
kind of relationship you have in personal or business life, it requires constant attention and

interaction with the counterpart, along with awareness of the changing environment.

Ford et al. (1998) highlight that management of relationships among all business
stakeholders has become a very critical task on which a company’s survival is on the line.
Whether business relationship is to be developed in a certain direction, it will require
considerable management skills from both parties. Challenge is that companies differ widely
in skills that they have. In addition, it is mentioned that partnership characteristic definition
is very challenging due to its complexity and that it is always different kind depending on
way partners interact or organize with each other. (Ford et al. 1998) This means that each
dealer is unique and even there is a company guideline, processes, and structure for

managing partnerships, it still requires constant interaction and adaptation for each case.

Now that we know more about the case company’s situation and how important it is to

maintain well performing partnerships, we can review some of the academic research that
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has been done in the past. First of all, partnerships, business networks, and alliances between
companies is not a new thing. There is a considerable amount of academic literature
regarding B2B partnerships. Majority of the literature handles partnerships in manufacturing
industry where relationship is formed between the goods manufacturer and the customer.
Literature and concepts that are meaningful to review for the thesis include topics such as

“partnerships in general”, “reasons for partnerships”, “elements for successful partnerships”,

and “assessing partnerships”.

Krause et al. (2022) explain about the history of partnerships that in the 19" century
companies were forced to produce everything themselves from start to finish and provide
services with their own employees. There were national and political barriers in place which
affected how and where companies could do their business. World was a much smaller place
back then compared with today’s global economic scene where information, people and
goods move quickly in an efficient way. Business environment has changed drastically since
then and is now more complex and full of international business partnership webs. No

company is fully self-sufficient anymore and is forced to co-operate with third parties.

Ellram (1996) argues that transactional cost theory developed by Coase (1937) and
Williamson (1975) is the main reason why companies decide to form partnerships. Theory
combines both economic and management theory to determine best type of relationships in

a marketplace. Transactional costs consequently affect in the management’s decision.

According to Krause et al. (2022) finding the right business partner enhances company’s
performance, accelerates success and helps to build better customer relationships. Partners
are selected strategically based on company needs. Business partnerships can be either short,
medium or long-term. Long-term relationship usually refers to a strategic partnership where
two companies are dependent of each other, share costs and jointly drive towards common

goals.

Kohne (2019) adds that partnerships help companies to expand in foreign markets and gain
new customers as partners provide knowledge and expertise for example about local
business practices. Partnerships also assist in solving possible cultural and regulatory
barriers. In summary, partnership with a local company can reduce both time and risks in

accessing new market areas.
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Hallikas et al. (2001) describe that strategic partnership is based on absolute mutual trust.
There is commitment from both sides, transparent communication and constructive
exchange of information. In strategic partnerships companies share resources, have common
vision, objectives, strategy and development activities. According to Ellram (1996, 21) these
elements create a competitive advantage for companies which they would not be able to

accomplish without their partner.

Kochan et al. (2008, 40) argue that creating a successful and sustainable partnership depends
often on tangible and intangible factors. Firstly, there must be tangible rewards for both
parties and secondly, companies must be able to handle conflicts that arise throughout the
partnership. If these challenges are resolved, partnership is likely to strengthen, and the
commitment of the parties expand. Kinge (2014) confirms that this is in line with newer
development of social exchange theory, which states that commitment to the relationship is
generated via common efforts. Surviving through difficult times will help the partnerships
to be more successful and sustainable. Kochan et al. (2008) continue that according to their
study, the more tangible the outcome, the easier it was to confront and address problems

with the partner.

Vesalainen (2006) found out business-related and organizational interfirm elements which
affect in the relationship between companies. These two main elements have also sub-
dimensions called exchange, strategic, social, and structural bonds. Status of the relationship
can be evaluated quantitively by examining each of these bonds via answering multiple
questions. Survey is filled by both parties involved in the partnership thus results point out

differences in perspectives and areas for improvement.

As mentioned earlier there are many dimensions to consider which influence the partnership
between the case company and its dealers. It is crucial to understand the whole value chain
and operating environment to create a win-win situation and to have a sustainable partnership
with mutual interests. Important to also note that on many occasions case company operates
with multi-brand dealers where it is not necessarily the head client and plays a minor role in
the total revenues. Nevertheless, it still needs to assure that the customer relationships are
managed properly. This creates complexity for the thesis, but at the same time makes it more

interesting and meaningful to think about different scenarios which affect partnerships.
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1.2 Research objectives and scope

The main objective of the thesis is to find out people and business-related requirements that
are needed for both parties to develop into strategic partners. These requirements will help
the case company to address current and foremost future needs in creating sustainable and
meaningful partnerships with its dealers. It is important to study both the case company and
dealer organizations, way of working, and operating environment to succeed in this
assignment. Results of the thesis will also assist in forming a dealer management guideline
document. To achieve the research objectives, following main research and sub questions

will be addressed as seen in Figure 1.

What are the requirements for
the case company and its
dealers to develop into
strategic partners?

What is the meaning of
strategic partnership and

Does the case company
and its dealers have ability
of being strategic
partners?

What is the current level of
partnerships and what are

What are the elements for
an ideal strategic
partnership?

what are the advantages

and disadvantages? the challenges?

Figure 1. Research questions of the thesis

The thesis focuses on finding requirements for an ideal strategic partnership. Main research

question is:

o  What are the requirements for the case company and its dealers to develop into

strategic partners?

Answering four sub-questions will provide essential information to address the main

research question:

o What is the meaning of strategic partnership and what are the advantages and

disadvantages?
o What are the elements for an ideal strategic partnership?
o  What is the current level of partnerships and what are the challenges?

o Does the case company and its dealers have ability of being strategic partners?
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The first supportive sub-question aims to clarify meaning of a strategic partnership in B2B
environment and compile its advantages but also disadvantages including risks involved.
Second question gathers the elements for building an ideal strategic partnership where both
parties share profits, risks, and interests in developing a win-win environment. Third
question studies the status and challenges of the currently active partnerships. This will be
done by interviewing dealer representatives and personnel from the case company who work
with the dealers. Lastly, it is important to determine whether the dealers and case company
organizations have the ability of being strategic partners and if there are major roadblocks

in current company structures and way of working.

The thesis will include a detailed partnership analysis of the current state between the case
company and its two dealers who are operating in the same market area. This particular
market area has been identified as the most important for the case company to develop. To
gain broader understanding, dealers who have been selected for the analysis have different
kind of organizations, aftermarket offering, financial performance and history with the case

company.

Even though contracts are an important part of partnerships, the thesis will not examine
detailed contents of the legal agreements. Nevertheless, it is good to keep in mind that legal
requirements must be always carefully examined case by case as they vary depending on the

country and even by state where partners operate.

As a final note, thesis will provide insights and suggestions for creating the dealer

management guideline, but the actual document is not included in the scope.

1.3 Structure of the thesis

This paragraph describes briefly what each chapter of the thesis contains. The thesis is made
of five primary chapters. The first chapter is an introductory which provides the reader
background information of the case company, importance of the thesis and summarizes
previous research studies that have been made about partnerships. It also defines research
objectives, main research questions along with sub-questions, scope of the study and

structure for the thesis.
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Following chapter number two is intended for the literature review and deepens the
understanding about the meaning of partnerships, pros and cons, different types, connecting
theories and what is required for creating strategic partnerships where the engagement,
rewards and risks are the highest. It prepares research for the empirical study part of the

thesis.

Chapter three explains the selected research methodology which is meant to help in
answering the research questions most efficient way. Data collection and analysis methods
will be covered in this chapter. Chapter will conclude in explaining the validation and

reliability methods.

Chapter four contains the empirical part of the research work. It presents the current state of
partnerships between the case company and its dealers who were selected for the thesis. The
analysis and questions were done by selecting most relevant topics based on the literature
review of partnerships. It includes findings of the interviews from both dealers and the case

company perspective and comparison of the results versus literature.

Lastly, chapter number five summarizes the key findings of the thesis and answers to the
research questions. It evaluates value of the thesis for the case company and offers practical
recommendations for transforming business relationships into valuable and sustainable
strategic partnerships. Furthermore, final chapter suggests following steps for the case
company in terms of partnerships and examines contents for the dealer management

guideline document.
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2 Literature review on partnerships in the business-to-business

environment

Purpose of this chapter is to review relevant academic literature about B2B partnerships.
Main themes and concepts which were studied contain topics such as strategic partnerships,
elements of partnerships and theories connected to partnerships. Literature review will help
to form a deeper understanding of the partnership meaning, different types of partnerships
and their characteristics, as well as risks for both parties. It lastly presents a tool to measure
relationships, ideal elements and practical examples that are needed to form a strategic

partnership.

2.1 Partnerships in general

This paragraph will examine partnerships in general, reasons behind why partnerships are
formed and importance of managing both relationships but also conflicts which are bound
to happen at some point. In addition, it will study few different perspectives of strategic

partnership elements along with benefits and disadvantages found in academic literature.

2.1.1 Definition of partnerships

Kortekangas and Spolander (2001) summarize partnership meaning between companies as
a commitment to a long-term, in-depth cooperation in order to achieve added value and
shared objectives. True partnership requires transparency, confidentiality, and organizations
to adapt new way of working. Partnership is not just an agreement to co-operate, but a
promise to build something sustainable and valuable to achieve win-win status. Partnership
creates integrated learning, products and services for companies which enables
competitiveness in a constantly changing business environment (Stahle and Laento 2000,
25). Higher level partnership requires mutual effort, commitment, reciprocity and sharing

of gained value (Vesalainen 2006, 205-206).
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Hall (2024) explains that partnership is formed with a legalized document such as
distribution agreement which outlines the terms and conditions of a partnership between the
supplier and the distributor, defining the rights, responsibilities, risks, and liabilities of both
companies. Agreement provides a good foundation for a successful partnership by

establishing clear expectations, obligations and minimizing misunderstandings.

Vesalainen (2006) states that network kind of business between companies is often called
by many names such as networking, clusters, strategic alliances, and joint ventures. There is
not a clear definition to describe the differences, and they are often just referred as
partnerships. Chan et al. (1997) explains that the level of monetary investment ties
companies to more formal arrangements instead of simple agreements with no equity
involved. This affects in shared managerial control over joint activities and the amount of
resource pool in use Chan et al. (1997) continues. In my opinion monetary involvement also
affects the level of partnership whether it is just a simple retailer kind of relationship or more

a strategic type, for example joint venture.

Partnerships can be divided roughly into two main types according to Vesalainen (2006). He
explains that there is a clear separation whether partnership is transactional which means
only exchange of goods between companies, versus true partnership where there is a long-
term commitment in creating success. Latter kind of partnership refers to a strategic

partnership which will be reviewed in more detailed later in this thesis.

2.1.2 Reasons behind partnerships

Chan et al. (1997) declares that independent companies which decide to form partnerships
mainly seek to share their resources and costs in product design, production, marketing, and
distribution. Partnership enables companies to direct their own key resources to focus on
developing core skills and competencies while acquiring capabilities they lack from new
marketplace via partners. It allows organizations to be more flexible and efficient in a

competitive and dynamic environment.

Ford et al. (1998) indicate that intermediaries such as dealers and distributors are likely to

seek partnerships with suppliers which can strengthen their current product assortment thus
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provide new revenue streams. Dealers also aim to use their resources more economically via

partnerships, for example by spreading inventory costs over greater number of products.

Ford et al. (1998) add that revenues from the relationship must outweigh the costs. Dealers'
main resources are the valuable relationships they aim to trade with manufacturers. In some
industries dealers even might have acquired technology and knowledge to serve customers
with specialized products which gives them element of exclusivity. Some of the dealers in

case company’s network have specialized aftermarket offering to suit end-user needs.

Todeva and Knoke (2005) mention that companies form strategic partnerships to improve
their productive capacities and minimize uncertainties. In addition, they reduce costs in their
internal structures and external environment. Acquiring competitive advantages via partners
enables them to increase revenues by entering new markets and finding new business
opportunities. Todeva and Knoke (2005) have listed motives and intensions of strategic
partners in their article, for which I have added views from both perspectives as presented

in Table 1.

Table 1. Motives and intensions behind partnerships (adapted from Todeva and Knoke
2005, Ford et al. 1998)

Dealer perspective

Main Motive Intensions

- Access to new customers by diversifying offering
Adding manufacturer's assortment | - Increase market share and revenues

to current offering and generating |- Cost sharing, resource pool

new revenue streams - Risk reduction, financial support

- Learning new skills, competence development

Manufacturer perspective

Main Motive Intensions

- Access to new customers

- Increase market share and revenues

- Reduce costs by sharing resources (people, facilities)
Access to new market areas and - Risk reduction, diversification

reduce costs by sharing resources |- Acquiring means of distribution

- Restructuring and improving performance

- Overcoming potential legal/regulatory barriers

- Product and services development

Table 1 presents common areas of interests such as access to new customer base, sharing
risks and gaining revenues. These can be used be used for foundation of the relationship and

to develop execution strategy together to reach expectations.
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2.1.3 Different types and characteristics of partnerships

The objective here is to describe the various types and characteristics of partnerships
identified in academic literature. There are quite a few perspectives how partnership types
are categorized as some are viewed via trust element, added value, knowledge capital, and
others according to maturity level of the relationship as seen in Figure 2. In addition, they

are based on various organizational and business-related elements.

Stahle et al. (2000) found three different partnership types which are based on knowledge
capital, added value and level of trust. Knowledge capital means that the company has
competence, capability and products to share with its partners. Secondly, partnership
requires that the partner is able to create added value. Lastly, trust is the key element holding

everything together.

Partnership types are categorized based on these elements as follows: 1) Operative
partnership, 2) Tactical partnership and 3) Strategic partnership. Stdhle et al. (2000) findings
of three types of partnerships also match with Lambert et al. (1996, 2-3).

Main intention of the ‘Operative partnership’ is to strengthen cost efficiency, focus on core
competences and exchange of products and/or services. It is a simple relationship based on
an agreement with clear roles, responsibilities and KPIs (Key Performance Indicators) for
both sides. It has weak organizational links and usually lasts only short period of time. Both
have only their own interests in the partnership through their strategy. This kind of
partnership might contain supplier and customer type of activities where both have multiple

partners which constantly bid against other companies. (Stahle et al. 2000)

Stdhle et al. (2000) explain that the second level, which is called the ‘Tactical partnership’,
aims to combine processes, increase dependency by removing overlapping resources, and
create an open environment where learning is occurring. Partnership does not have an end
date, and its outcome is not determined. It requires more trust than operational partnership
and is able to grow into something more valuable during time. Framework in tactical
partnership is not only defined to products and services as in operative but requires time and
interaction between the partners to create added value. Parties are mutually dependent on

resources and share knowledge. There is transparency in the partnership as processes and
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value chains are disclosed. This creates mutual understanding and trust. Intension is to learn

from the partnership and not to gain immediate financial benefit Stahle et al. (2000) reminds.

Lastly, Stdhle et al. (2000) describe that the third type is called ‘Strategic partnership’ which
is the most developed form and requires highest level of trust between the partners. Its main
purpose is to create significant strategic advantage for both parties. Partners share vision,
values and are mutually dependent of each other’s resources and share vital knowledge to

produce innovations.

Strategic partnerships are vulnerable and risky but can produce greatest rewards. Stdhle et
al. (2000) point out that before starting a strategic partnership the company itself should be
aware of its knowledge capital, business opportunities and create a vision of the partnership
benefits. It is also very important to recognize partner’s strengths and weaknesses. Regarding
new innovations and patents, it should be clearly defined in the agreement who owns the

rights to avoid conflicts.

Maccoby (1997, 56-57) studied partnerships between companies and proposed that they can
be differentiated by complexity, value and maturity level of the relationship. Partnership
types per Maccoby are categorized as follows: 1) Commodity supplier, 2) Preferred supplier,

3) Value-added supplier, 4) Alliance, 5) Cooperation, and 6) Strategic partnership.

Maccoby (1997) named the first and lowest level as the ‘Commodity supplier’. This is a
simple form of transactional relationship where only bidding and requests for quotations are

being done. Relationship is handled via contractual and legal requirements.

The next level up is called the ‘Preferred supplier’ according to Maccoby (1997). These are
common with companies which have been identified in providing certain quality or
competencies exclusively to other suppliers. However, the framework remains on
administrative processes and legal requirements level thus this relationship type does not

provide any deeper engagement or commitment between the partners.

Maccoby (1997) explains that the third level is called the ‘Value-added supplier’. This sort
of relationship type is recognized for suppliers having distinctive competencies relative to
the company’s own needs and capabilities. Supplier is providing added value by customizing
products or with specific services as parts of the package. Relationship is still constrained

by contractual processes.
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Going next level up, the ‘Alliances’ require already higher level of relationship beyond the
contract Maccoby (1997) adds. Alliances could be used to develop a single product together
or used for certain project purposes. This type of relationship is usually limited and has an

end date even though alliance partners share goals and information together.

Following level is called the ‘Cooperation’ which indicates a more open-ended relationship
according to Maccoby (1997). In this relationship type partners share information and ideas
together. Partners are committed to solve problems and recognize market area requirements

on a constant basis to seek mutual benefit.

At the highest level is the ‘Strategic partnership’ type of a relationship, which is the most
mature, valuable and complex as Maccoby (1997) describes. The partners have similar
values and a vast understanding of each other’s vision and needs. There is high level of trust
and mutuality, with open information-sharing, and aim for mutual well-being. Partnership is

flexible to changes and exceeds tactical difficulties as Maccoby (1997) explains.
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Figure 2. Partnering relationship levels (adapted from Maccoby 1997, 56; Stihle et al.
2000, 102)
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There are many elements affecting partnership types as seen in Figure 2 based on Stéhle et
al. (2000) and Maccoby (1997) findings. As the relationship evolves and interaction tightens,
all elements will require more efforts from both parties. There is possibility for higher
rewards, but risks will also increase which has to be taken into account and managed
properly. At the end of the day, partnership level and type depend on the company strategy

what it wants to achieve together with the partner.

Vesalainen (2006, 46) has studied supplier-customer kind of interactions and taken a deeper
dive in describing interfirm relationship types. These types are analyzed and categorized by
looking into organizational and business-related relationship bonds/elements as seen in

Figure 3. Detailed descriptions of each relationship type are found in Table 2.

Organizational bonds are divided into lower sub-dimensions which are called structural and
social bonds. These are related to interfirm processes and people, respectively. Business-
related bonds consist of exchange of goods and strategic elements. Exchange bond means
the physical exchange of products and services. Strategic bond relates to interfirm strategic

dependency, shared risk-taking and win-win environment.

Interfirm relationship elements

A

Organizational bonds Business-related bonds
) Fxchange of ) n
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Figure 3. Interfirm relationship elements (translated from Vesalainen 2006, 48)

Based on these bonds/elements Vesalainen (2006) has categorized different type of
relationships as follows: 1) Market-based relationship, 2) Dependency-based relationship, 3)

Interaction-based relationship, 4) System supplier relationship, and 5) Partnerships.
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Vesalainen (2006) describes the ‘Market-based relationship’ as a simple kind of relationship
type where the exchange bond limits to supplier’s physical products and has minimal affect
in customer’s end product. Supplier is not adding value in other ways nor has additional
services. Both supplier and customer have similar kind of partners, so there is no exclusivity
or deeper connections in the relationship. Companies are not dependent of each other or have

any connected systems or processes. There is only some trust in the relationship.

Next type is called the ‘Dependency-based relationship’ which also limits into providing
only physical goods according to Vesalainen (2006). There is some dependency between
companies and improvement in win-win thinking. Companies are developing common
quality and measurement systems. There is slight increase in mutual learning and awareness

of the relationship goals.

Following type is the ‘Interaction-based relationship’ where besides exchange of goods,
there is also some logistics services involved as Vesalainen (2006) describes. Companies
have joint strategy which focuses on supplier development. In some areas companies are

working together and there is mutual learning on both sides.

Next type, the ‘System supplier relationship’ involves important system deliveries from the
supplier to the customer according to Vesalainen (2006). In this sort of relationship also
product development services are developing. There is dependency in each other and some

mutual risks in the relationship. Structural and social bonds remain the same as in previous

type.

Vesalainen (2006) defines the last and highest type of a relationship as the ‘Partnership’.
Exchange of systems and product development services remain at the same level as in
previous type, but there is improvement regarding logistics. Strategically companies have
mutual efforts to achieve certain goals, and more risks are taken. Core processes and
business-related systems are combining, and win-win environment is evolving. Regarding
social bonds, there is open communication and learning together. Companies are committed

and share vision of the future, along with culture and values.
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Table 2. Relationship type definitions (translated from Vesalainen 2006, 145)

Relationship type

Exchange

Strategic bond

Structural bond

Social bond

Market-based
relationship

Partial or material deliveries;
No services

No dependence, no joint risk-taking
and no win/win principle

No common structures, systems
or processes

Average trust; No learning or
development together

Dependency-based
relationship

Partial or material deliveries;
No services

Increased inter-company dependency;
Slight development in win/win
thinking

Some structure in measurement
systems and quality systems

Increased learning together and
awareness of the goals of cooperation

Interaction-based
relationship

Partial or material deliveries;
some logistics services

Joint strategy through supplier
development; Development of
win/win thinking continues

Work that transcends interfaces is
evolving; Measurement systems
is evolving

Social capital is developing across the
board, especially co-learning is
becoming more common

System supplier

Physical exchange changes from

Dependence increases for some

Structural integration at the same

Social capital at the same level as the

level; Logistics services are
developing

collective risk-taking is increasing,
and in particular; Win-win principle is
evolving

relationship partial deliveries to system factors; Joint risk-taking increases level as the previous one previous one
deliveries; R&D services
become more common
Partnerships Physical exchange at the same  |Joint strategic planning is evolving; |Work that transcends interfaces is |Openness, learning together,

expanding; Business-to-business
systems are evolving; Core
processes are combining

development and commitment will
reach their peak; Views on common
goals become clearer; Culture and
values become more similar

In comparison to other partnership type analysis, Vesalainen takes a structured approach in

determining sub-dimensions and describes the contents well as seen above. This information

can be used to segment suppliers and see what is required to reach the next level in the

relationship.

2.2 History and evolution of business networks

According to Jarillo (1988) history of industrial networking dates somewhere in the 1980s

when companies began to have more collaborative business together and it was proven to

add value. Before this in the 1960-70s there were studies done about inter-organizational

relationships, but they were not connected to company strategies and targeted non-profit

organizations.

Jarillo (1988) believes that problem was that the construct of networks was difficult to fit

within the basic idea of competitive strategy. It was clear that companies were not so open

to share data and knowledge with each other. In Jarillo’s study he conceptualizes networks

as a mode for organizations that can be utilized to gain competitive advantage in commercial

markets. He adds the terms “strategic” to the word “networks” to emphasize that strategic

networks provide long-term and purposeful meaning for companies.
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Ford et al. (1998) found out that true supplier-manufacturer kind of relationships were not
fully formalized until in 1980s in the Japanese automotive industry. Before that the
relationships were more like antagonistic and protective. Study by Massachusetts Institute
of Technology showed that one of the major advantages of Japanese car manufacturers was
the supplier network and how it participated in the product and production development.
Mentality of the manufacturers was that they wanted also to develop their suppliers to a
world class level, financially as well. One of the main roles for purchasing was to improve
supplier performance. Ford et al. (1998) conclude by stating that findings from Japan
affected auto manufacturers also in Europe and USA to develop close supplier relationships.
Antagonistic mentality had totally changed in couple of years into an open environment
where there was a mutual trust and long-term perspective between the suppliers and

manufacturers.

When looking at the evolution what is happening in today’s world Ford et al. (1998)
observed that new technology available has affected how business is done between
manufacturers, distributors and customers. New medias and improved databases have
provided efficient communication ways and up-to-date information for others to utilize at a

distance from each other.

Ford et al. (1998) discovered that there is tendency to develop a more collaborative
relationships where both parties are motivated in building business together, instead of other
partner overpowering and manipulating the other one. There are, however, new strong
retailers in the market whose access to a large share of end-market gives them position to
dominate and even utilize their own brand power. Ford et al. (1998) mention ‘Marks and
Spencer’ company as one of this kind of retailers, but when looking at the 21 century there
is for example ‘Amazon’ which is displaying similar kind of behaviour. Amazon has massive
and versatile global inventories with competitive prices and superior service with quick
customer deliveries. This sort of capability is something that manufacturers and smaller
distributors envy. There is also the possibility of losing commercial sales, which are

available for almost anyone to distribute.

Ford et al. (1998) remark that companies might change their business models to offer more
integrated services which would help to keep customers buying from them. On the other
hand, there is a chance for companies to form partnerships with strong retailers if their

interest is for example to offer logistic services to customers 24/7.
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2.2.1 Example of a success story — Case Caterpillar

Ford et al. (1998) explain how an equipment manufacturer Caterpillar strengthened its
competitive position by focusing on building strong partnerships within its distribution
network and at the same time created mutual benefits for both sides. This change started as
a push in the middle of 1980s when Caterpillar was competing against Komatsu which was
a Japanese manufacturer. Fites (1996) who was the chairman and CEO of Caterpillar back
then comments that Komatsu was estimated to dominate the markets as it had excellent
products and cost advantages over competitors. Caterpillar suffered many losses still in the
beginning of the 1990s, but after some years it recovered and reached record profits. How

did this remarkable change happen?

Fites (1996) explains that there were multiple of reasons behind the success. Obvious ones
were such as improvement of product quality and organizational re-structuring, streamlining
manufacturing operations and listening to customer needs. However, the biggest
contributing factor was Caterpillar’s ability to utilize its dealer network and worldwide
product support. Caterpillar had 186 independent dealers that time who sold and serviced
machines. Dealers helped to create and maintain close customer relationships and collect
feedback how to improve products and services to better accommodate customer needs.
Independent dealers knew the customers better than Caterpillar ever could Fites (1996)

continues.

Fites (1996) emphasizes importance of dealers to become part of company’s ecosystem. To
gain full potential, company must establish extremely close ties with its dealers. By doing
this, dealers can serve as sources for market information, consultants and problem solvers.
Dealers can be so much more than a manufacturer’s channel to the customers. They can
assist end-users on the selection and application of a product, financing, insurance, training,

maintenance and deciding when to repair or to replace the whole machine.

According to Fites (1996), the company and its dealers must make significant investments
in creating an outstanding distribution organization. These investments are both physical,
such as facilities, and softer assets, like training and the development of understanding and

mindset needed to provide superior customer service.
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Fites (1996) mentions about the importance of relationships between the company and its
dealers. Relationships are much more important than the contractual agreements, techniques
or tactics which make up the surface level of relationships. Fites (1996) writes about mutual
trust that is nurtured by following a few simple rules such as sharing gain as well as pain,
striving for long-term continuity, consistency in policies and continuous communication in
the top management but also lower level. Companies that rely on their dealers to present one
face to its end-users must have common practises and performance standard for dealers. It
is also important to treat them equally while recognizing that dealers are independent and

unique in many ways.

Fites (1996) already predicted in 1996 that in 10-20 years companies with best distribution
organizations and customer support will be the most successful, as engineering knowledge,
production efficiency and quality are which every company will need anyway to get in the

markets.

Caterpillar has great respect towards their dealers as Fites (1996) explains that they only sell
directly to customers on a newly opened markets, otherwise it is always dealer driven
business. After a product arrives to dealer area they take over and provide lifetime support
and are the ones that customers see. Fites (1996) also emphasizes importance of fast
deliveries for replacement parts. Dealers are able to provide about 80% of the parts
immediately and rest is delivered within 48 hours. Each of the dealers usually stock
somewhere in between 40-50,000 items and have invested heavily in parts inventories,
warehouse facilities, service trucks, service equipment and of course in developing people
competence. Dealers’ annual average revenues are hundreds of millions and some reach even

billions of dollars.

Fites (1996) mentions that sharing information is important for both sides. They have
common linked system to follow for example machines which are waiting for parts.
Caterpillar also demands its dealers to provide feedback as they need to visit new machine
three times during the first two years. Data is useful for both Caterpillar and dealers for

development purposes. It provides extra ordinary and timely market intelligence data.

As final remarks Fites (1996) says that Caterpillar has good relationships with its dealers not
just because they like each other but because investments benefit both parties. There is great

trust in the relationship, confidence, shared interests and rewards. Caterpillar expects dealers
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to be industry leaders and provide superb customer support but also show leadership in their
communities. Dealer performance is reviewed annually together in terms of sales, market
position, service capability, organizational structure and other financials. They compare
financials and operating ratios up against comparable dealers and if there is poor
performance Caterpillar will assist dealers to succeed. There are no secrets in the relationship
and high trust enables sharing data with each other. Fites (1996) believes that strong business
relationships are personal. Even though there are structures created in the form of annual
conferences, strategy meetings and dealer advisory boards, he mentions that close
relationships are the key to success. Ties are so strong that there is even family kind of

relationships with some dealers.

Fites (1996) also reveals that even though there are great relationships, Caterpillar is not
perfect. There are issues that cause frictions such as boundaries of service territories,
product, and pricing policies. Caterpillar thinks that it is good in handling conflicts due to
mutual interests, commitment and respect that partners have towards each other Fites (1996)

concludes.

2.3 Theories for understanding partnerships

Following subchapter will study partnerships from a theoretical point of view. I have
selected most relevant theories for the thesis that are connected to partnerships. Vesalainen
(2006) explains that theorization about partnerships is about the same age than
organizational theories from the 1970s. These can be roughly divided into social, economic

and management groups or perspectives.

When comparing theories to partnership types there is hardly ever only one theory to explain
a certain type. They are combinations of people and economical related elements as

Vesalainen (2006, 29) describes.

2.3.1 Theory of social exchange

According to Vesalainen (2006) social psychology perspective puts people in the middle of

doing. Networking is seen something that is happening between people but can be expanded
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also into examining networking between groups, organizations and even the whole
partnership network. Social exchange theory is one of the main theories in this group and in
a nutshell, it explains reciprocity in one’s behaviour. There is always dependency and power
status involved in the relationship. Reciprocity depends how important other thinks the
partner’s value is worth and what are the chances of receiving same value from somewhere

else.

Lambe et al. (2001) reviewed social exchange theory more closely and emphasize that trust
is an important aspect of social exchange because it is governed mainly by social obligations
rather than by agreements. When providing benefits, one must trust that the other will return
the favour in time. Lambe et al. (2001) point out that multiple reciprocations of beneficial
actions over time creates trust, thus process of creating trust also creates obligations between

the partners and strengthens the relationship.

Schindler and Thomas (1993) outline five dimensions which affect how trust can be formed
in a relationship. These dimensions are as follows: 1) honesty 2) competence (technical and
social skills), 3) consistency, 4) loyalty, and 5) transparency in sharing knowledge and

information.

Ring (1997) reminds that forming trust with a partner can be a long process as it builds on
trusting on individual or the whole organization. It can be based on shared experiences or
interaction. Collectively the more people trust other organization the better the trust level
can be. However, trust in business type of relationships can be easily lost and biggest threat

is the fear of opportunist kind of behaviour as Ring (1997) points out.

2.3.2 Theory of resource dependency

According to Vesalainen (2006) theory of resource dependency is connected to the
organizational approach in the network. Resource dependency is based on company’s need
to acquire resources to perform its operations and reduce environmental dependency and
uncertainty (Pfeffer and Salancik 1978). Vesalainen (2006) adds that resource dependency
is like a marriage without much emotion. Dependency is not just about production, or other
input-related, but also dependency on customer related resources. This kind of thinking

indicates that success of companies can be explained by their position in the environment.
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Resource dependency theory contains similar kind of foundation as social exchange theory
as it involves elements of dependency and power status. However, resource dependency is
relevant on the organizational level, instead of individual. Organizations aim to build their
stakeholder relationships so that dependency would be in their control. Relevant term here
is transactional costs which occurs when replacing a partner to another. The higher the cost,
the higher dependency partners have in each other. According to resource dependency
theory, status of the companies is based on the number of resources but also the quality. This
might also lead to a situation where much smaller company has an excellent position in the

network if they have unique resources Vesalainen (2006) declares.

Hillman et al. (2009) have reviewed Pfeffer’s and Salancik’s work after 30 years it was
released. They claim it is still very valid and proven theory to examine how companies can
minimize environmental dependency in for example joint ventures and other
interorganizational relationships. However, unlike in company mergers, interorganizational
relationships can only provide limited absorption of the interdependencies. The theory
acknowledges influence of external factors affecting organizational behaviour and suggests
that the concept of power has a key role in this. Organizations aim to reduce power of others
over them and increase their own. This will lead to unwanted situations and increase

dependencies as Hillman et al. (2009) argues.

Hillman et al. (2009) found out in the review that empirical evidence supports the use of
interorganizational relationships to minimize domestic and international environmental
complexity and to gain resources. Regarding power in the partnership, it was discovered that
smaller firms benefit more from co-operative relationships than their larger partners. When
looking at international partners, alliances can only occur when organizations are mutually
dependent. However, the partner who controls more vital resources will hold strategic
control. It was also found out that whether one partner accumulates key resources from the
other, the venture will become less stable. Mutual dependence can be a way of reducing

uncertainty and improving performance as Hillman et al. (2009) discovered.

As a final note, companies that end up in a resource dependent relationship are strategically
dependent on each other which means they will need to work together to reach common
goals. This kind of relationship type has the potential to develop deeper via social bonds.

(Vesalainen 2006)
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2.3.3 Theory of transactional costs

Theory of transactional costs is related to the economic approach in the network (Vesalainen
2006, 31). Jarillo’s (1988) early studies about strategic networks tries also to understand the
theoretical side of relationships established in a network, especially the economics behind
it. Jarillo describes that Coase’s (1937) and Williamson’s later refined theory (1975) about
transactional costs explains why companies decide to form partnerships. If there were no
transactional costs, companies would outsource all operations around their core skills and
focus only on what they do best. However, there are always transactional costs thus
companies do many activities by themselves. Outsourcing to subcontractors or partners
would make the company's own operations more flexible and efficient. Through reduced
transactional costs, the organization can focus on its core competencies. From the
transactional cost theory perspective business networks aim to minimize actions which are

purely transactional and maximize the strengths (Vesalainen 2004, 21-22).

According to Vesalainen (2006), Williamson’s discovery basically helps companies to
decide in rational way whether to make or buy. This also means that in some cases it is best
for companies to find intermediate form of buying and outsourcing. In transactional theory
the costs are divided into two groups, manufacturing and exchange costs. In networking
costs can be referred as alliance costs. Costs can be born for example because of uncertainty,
lack of trust, and logistics. According to the theory companies try to seek balance between

these costs so that there will be balance.

Nooteboom (1992,1993) points out that transactional cost theory is not taking into account
that specific investments are not only a drawback but mainly made in order to differentiate
company’s offerings. The value of partnerships resides also in investments placed by

partners, which will eventually pay-off in exceptional customer value and profits.

Vesalainen (2006) provides an example of a market-based relationship which is mostly
related to transactional costs theory. Relationship is simple and the exchange is based on
partial deliveries. In addition to the physical exchange of goods, the supplier does not
provide the customer with any other added value. The strategic bond is almost zero, which
means that there is no interdependency, joint strategic planning, risk-taking or win-win

thinking. There are no common structures between the companies, but there are some social
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links and trust. The prevailing perspective in such a business relationship is the traditional

business cost thinking to buy or manufacture as Vesalainen (2006) explains.

2.4 Strategic partnerships

Henderson et al. (2014) found out in a survey done in 2014, that more than 80% of chief
executive officers in USA were looking for strategic partnerships even though only around
65% of new strategic alliances have been successful. De Backer and Rinaudo (2019) also
remind that companies are regularly seeking partners with complementary capabilities to
gain access to new markets and channels, in addition to share intellectual property or reduce
risks in their business. The more complex and dynamic the business environment becomes,
the more such relationships make sense. In a strategic partnership the partners remain
independent, share the benefits, risks and control over joint actions and make constant

contributions in strategic areas.

Knowing these facts and before heading into a strategic partnership or alliance, it is
important to evaluate whether this sort of partnership is the right for your company. Strategic
alliance is just one business tool among others and if used wrongly it might even damage the
whole organization as Steinhilber (2008, 6-7) explains. Company must examine different
options such as building its own capacity, expanding via acquisitions or partnering with
another company. These ways can be also used simultaneously to address new markets.
Steinhilber (2008, 6-7) mentions that strategic alliances are not meaningful if a company
already has the skills and resources to win battles, or if you need access to a certain
technology or skills to ensure company success in the long term. If the market window stays
open for a long time, these would be better to develop in-house. In case the window of
opportunity is shorter, it might be better to acquire another company than form a partnership.

This will obviously require large capital investment as Steinhilber (2008, 6-7) concludes.

2.4.1 Meaning of strategic partnerships

According to Stahle et al. (2000) strategic partnership is the tightest form of partnership
types. It requires intensive communication on many levels in the organization and bonds the

partners together where knowledge capital and learnings are shared between companies.
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Partners are highly dependent of each other thus share resources, common goals, values and
execute the strategy together. There is great trust between the partners and even critical
information is shared openly. Strategic partnership enables companies to reach new levels

to form new products and services but also increases efficiency.

Stahle et al. (2000) describes three basic elements for strategic partnerships as follows:
1) knowledge capital, 2) added value, and 3) trust. These elements are referred as the
“anatomy of partnership”. All of them are connected thus if one is affected it will cause
issues in the other two elements as well. Partners’ ability to manage these elements will

determine success level in the partnership.

Partnership will increase knowledge capital as Stahle et al. (2000) explain. It enables
exchange of knowledge, competence and sharing of whole knowledge capital with each
other. The more you share, the more interesting you will be as a partner and possibility of

integration will be higher up to strategic level.

Stahle et al. (2000) continue that added value will also grow in the partnership. It requires
understanding of the partner’s revenues, profit generating model, value chain and how

networks are formed. Value is always created within possibilities and risks.

Stdhle et al. (2000) emphasize the importance of trust. Everything that can be achieved with
the partnership depends on the level of trust. It affects in exchange of knowledge, integration
and how much added value is formed. The greater trust and knowledge sharing there is
between the partners, the more rewards can be achieved but at the same time risks will

increase.

Lastly, Stihle et al. (2000) mention that in strategic partnerships company leadership needs
to change from rigid hierarchy style to a more open kind, where there is more space for the
partners to operate. In addition, empowerment via roles is important for self-guided and agile

teams.

Ford et al. (1998) found out three aspects of a relationship that are related to a strategic
alliance between companies. First one is called “activity links” which provides value in
coordinating activities. This affects productivity in both companies how well it is performed.
Activities can be for example related to logistics systems which can reduce indirect costs of

capital investment and increase materials flow.
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Second aspect is called “resource ties” which refers to resources which need to be amended
to the new requirements that the partnership creates. Resource adaptation has the ability to
produce innovations for both parties. Ford et al. (1998) explain that this could mean for
example integrating facilities of the two companies for developing products or processes

thus reduce time in creating innovations.

Third aspect for a strategic alliance according to Ford et al. (1998) is called “actor bonds”
which refers to social exchange between individuals in the organizations and the common
learning that comes from it. Learning is a two-way interaction of transferring knowledge to
benefit both parties. This could mean for example having open books about pricing so that
margin negotiations are done transparently thus minimizing tensions and conflicts. This kind
of interaction is critically important for “learning by doing” kind of behaviour between
companies and helps to gain knowledge about operations of the other company. Working
close to another company and having deeper understanding of their expectations and
knowledge might lead to joint activities that otherwise might have never happen as Ford et
al. (1998) states. This will also promote trust in both organizational and personal level which

is one of key elements in partnerships.

According to Henderson et al. (2014) strategic partnerships are often formed to address
threats from the competition such as imitations and substitutions. However, threats should
be instead addressed in the value channel area and substitutions within the strategy at the
business model level. Henderson et al. (2014) suggest that companies which decide to pursue
strategic partnerships should introduce changes in strategy at all levels in the company
including organizational structure and processes. It is vital that company clearly defines the
areas and objectives for partnerships and seeks commitment from everyone in the

organization.

Regarding risks in strategic partnerships Henderson et al. (2014) explain importance in
focusing on the partner selection and early stages of the partnership. Already in the
negotiating phase partners should be aware of the of the cultural values such as differences
in hierarchy and communication style whether it is high or low context. These sorts of
differences might later become the root cause for misunderstandings and conflicts. However,
they can be reduced by having good communication, mutual respect and being aware of the

cultural differences.
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Stahle et al. (2000) mention about risks when sharing vital knowledge capital between
partners. This would be already good to agree in the negotiating phase what kind of
information is shared in the relationship that it would not cause disagreement in case the
partnership is terminated. It is also good to keep in mind that new documentation is being
created during the partnership which might not be recorded properly and could get lost.
Stahle et al. (2000) also remind the importance of maintaining trust, because if it is lost due

to misbehaviour or agreement breach, it can be considered as a risk.

Good to note that in different cultures partnerships might have different forms and meanings
as in Japan where strategic partners might be a family of companies (keiretsu) which operate
in various sectors. This might be an asset but also could hinder ability for innovation and
productivity. In Latin America, friendly agreement might be considered as “partnerships”

which substitutes open bidding process (Maccoby 1997, 56).

2.4.2 Importance of relationship and conflict management

Henderson et al. (2014) remind that strategic partnerships will inevitably have disagreements
between partners which need to be resolved efficiently to ensure the longevity and success
of the partnership. Conflicts also happen already in the early stages of partnerships but there
are ways of tackling them. These efforts could be for example by isolating proprietary
knowledge, increasing knowledge flows, generating mutual beneficial options, establishing
dynamic governance and creating global virtual teams. If these challenges are not handled,

the partnership will more than likely end in failure at some point.

Ford et al. (1998) have studied business partnerships in more detailed and emphasize
importance of relationship management that it is as important as managing the business
markets itself. Relationships always matter when the interaction between business partners
has economic consequences which go beyond simple transfer of products for money in a
single transaction. Relationships are vital assets for a company and require constant
investment by both parties in the partnership, often for a long period of time. Relationships
provide revenues for the companies and valuable feedback for development purposes. Good
relationships create efficiency and innovativeness for both parties but also provide
arguments for influencing others. According to Ford et al. (1998) rather than looking at the

individual orders or sales, the relationship itself is often more useful unit of analysis to
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measure “rate of return” of the investment. As any investment it is important to think about
ways to improve them. This means relationships are very much connected to the success of

the whole partnership between companies and should be managed well.

According to Ford et al. (1998) some of the individual relationships might even be vital for
the company’s survival. Others might be collectively important and some just trivial.
Company management must decide what should be the level of own resource investment,
adaptation level, integration and what are the expectations from the relationship. It is
imperative that each relationship must be analysed from both the company’s and
counterpart’s perspective. Both parties have their own worth, place in the relationship
portfolio, and the commitment they are ready to make. Ford et al. (1998) also point out that
the company must not do everything what the other party wants, at whatever cost. Managing
the relationship requires combination of co-operation, confrontation skills and also some

guile in the pursuit of mutual and self-interest.

As in all relationships at some point there will be conflicts that need to be handled. At the
end of the day each party anyway has their own interests and expectations from the
relationship that will cause conflicts. According to Ford et al. (1998) each company in a
distribution network will need to be continuously aware of the attitudes and behaviour of

those around it, and deal those with either via co-operation or conflict.

Most successful relationships are not developed only by being good companions Ford et al.
(1998) claims. Even if there is a great trust present and collaborative working between
companies, it does not mean that there would not be any conflicts. There is always
simultaneous presence of conflicts and co-operation. Parties in distributive relationships
have common goals, but also those which are contrasting and might cause issues. It is vital
that these differences are brought to the table, discussed, and confronted openly. If this does
not happen, there is a possibility that the relationship will stagnate and does not develop.
Ford et al. (1998) however reminds that conflictual issues will likely be handled in a more

constructive way in a true relationship.
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2.4.3 Advantages and disadvantages of strategic partnerships

This paragraph explains some of the advantages and disadvantages found in academic
literature about close relationships, alliances and strong partnerships. As there is not well-
established difference, I will use these examples to describe advantages and disadvantages

of strategic partnerships. Summary of the pros and cons is shown in Table 3.

Ford et al. (1998) studied relationships as assets and liabilities. When considering the
disadvantages, close partnerships can limit partners' autonomy and their opportunities to
make independent decisions. Another negative side is that future planning and capital
investments have to be made based on information from the other significant counterpart.
Also, many of the resources are tied to a certain partner which will restrict developing new

partnerships.

At the same time however, there are many advantages in having strong relationships as Ford
et al. (1998) declare. These can be leveraged in many ways to improve organizational
effectiveness, efficiency and reduce costs. Timing and production volumes can be optimised
in both companies. Relationships allow many different activities within the companies that
relate to their respective strengths, abilities and cost structures. Relationships also provide
access to the complementary skills and resources of the partners. Ford et al. (1998) point out
that some of these can even be incorporated into the company’s own operations. How well
companies use these relationship advantages varies a lot and if not utilized properly it will

lead to false view of the resources and costs.

Chan et al. (1997) found out when studying strategic alliances that they can provide an
effective substitute to the more integrated corporation. Main findings were that strategic
alliances can produce a positive wealth effect for the partners even when there is no equity
between the partners. Horizontal alliances and integrations add more value when the alliance
involves transfer and pooling of technical knowledge, compared with only marketing efforts.
Chan et al. (1997) highlight that companies who enter into strategic alliances demonstrate

superior operating performance relative to their industry peers.

In strategic partnerships companies are highly dependent of each other Stdhle et al. (2000)
explain. Partnerships will form to be very intensive and versatile thus will require very high

level of trust in partners. Strategic partnership is extremely vulnerable and risky as it shares
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knowledge capital and even tacit information. However, it has the greatest potential to form
added value for the companies. Close partnerships are aimed to create future business,
technologies, where both parties are mutually dependent, share wins and losses on equal

terms, and practice open collaboration (Ploetner et al. 2006, 7).

Stahle et al. (2000) remind that parties must be able to recognize and manage touch points
of knowledge transfer as they have critical meaning for success. It is important to find the
right partner that suits the company needs and shares similar values. Also, good to keep in
mind that best partner does not necessarily mean that you need to partner with the number
one in the business, but instead number two or three. Whichever brings the greatest added
value for both companies in the partnership.

Table 3. Advantages and disadvantages of close partnerships (adapted from Ford et al.
1998, Chan et al. 1997, Stéhle et al. 2000, Ploetner et al. 2006)

Advantages Disadvantages
Improved organizational effectiveness
and efficiency

Limited autonomy and decision-making

Cost reduction through resource sharing Dependent on the partner's future planning and

investments
Optimization of timing and production | Resources tied to a specific partner restrict developing
volumes new partnerships
Access to complementary skills and . . . .
High vulnerability and risks due to knowledge sharing
resources
Enhanced operating performance Intensive partnerships require high level of trust which
relative to peers without partners might be difficult to achieve and easily lost
Potential for added value creation Misperceptions of resources and costs due to poor
through partners relationship awareness
Flexibility in leveraging strengths of
both partners

As seen in Table 3 there are many advantages but also disadvantages in close partnerships
and alliances. These are important to keep in mind and manage within the partnership. Open

communication is key in solving many of the issues that might arise.

2.5 Conducting a partnership analysis

Before going into details of ways to conduct a partnership analysis, Ford et al. (1998) remind
that all supplier relationships are different and have unique impact on the partnering

company. Some of the relationships are more important than others as they provide
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immediate monetary consequences. Others will likely bloom over time. The effect and
importance depend on how it affects the company, other partners, and customer
relationships. Some of the effects are easier to measure than others as they might be
qualitative, and benefits show up in the future. Relationships have to be examined from many
perspectives with all actors (manufacturer, intermediary, customer) involved and understand
deeper context of the network of relationships. Ford et al. (1998) suggest examining
relationship costs but also benefits to determine its strategic approach and value for the

company.

Vesalainen (2006) suggests analysing the relationship between two companies in a dyadic
way. He studied interfirm partnerships thoroughly also from a practical level and developed
a tool for analysing business relationships from different perspectives. Vesalainen named
the tool as “Partnership Monitor” as shown in Figure 4. It is based on analysing different
main and sub-dimensions of the relationship in a quantitative way which requires answers
from both parties. Survey analyses current state of the relationships and provides information
for the company management of the relationship types it has in the network. As the results
also show answers from the partners, it can be used as a strategic tool to determine future
relationship improvement needs. As Ford et al. (1998, 268) pointed out measuring
relationship is a good unit of measure, and this is exactly what the Partnership Monitor does

in a practical way.

The Partnership Monitor consists of main levels and their sub-dimensions. It has two main
dimensions which are interfirm business-related and organizational bonds. The business-
related bonds include business relationships that aim to produce value-creation
opportunities, improve market positions and performance of the partners involved.
Organizational bonds are people and systems related organizational linkages between the

companies which aim to achieve common goals. (Vesalainen 2006)
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Figure 4. The Partnership Monitor framework (translated from Vesalainen 2006, 127)

Vesalainen (2006) explains that the white boxes in Figure 4 represent two-dimensional
spaces where the result (circle) is possible to be anywhere on the scale. Both X- and Y-axis
range from 1 to 5, where 5 represents the theoretical maximum of an ideal type kind of a
relationship. On top of the Partnership Monitor is level 1 which contains two dimensions,
organizational and business-related bonds. This is to show overall status of the relationship.
On level 2 these bonds/elements are divided into four sub-dimensions. Organizational bonds
consist of structural and social bonds whereas business-related bonds consist of exchange
and strategic bonds. On level 3 there are 14 dimension which are related to the

bonds/elements above.

Sub-dimensions that form the current relationship status are analysed with 60 questions.
Questions are formed by using understandable terminology and each level (1-5) has a
detailed description, so that answering would be as easy as possible. Answering can be also

done as a team effort which improves credibility of the study. (Vesalainen 2006)
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Vesalainen (2006) continues that structural bonds between organizations are examined with
questions related to collaboration (teams and projects), in addition to common systems and
processes. Social bond questions refer to people and organizational interaction, trust, shared

vision, and values.

Exchange dimension is studied via questions related to the physical exchange of products,
services, and centralization of exchange. Lastly, strategic bond questions relate to strategic
dependence from different perspectives, shared strategy, shared risk-taking and win-win

environment. (Vesalainen 2006)

As mentioned before, the Partnership Monitor requires both parties to complete the survey.
Answers are then combined to analyse the state of the relationship. Results provide
information on how the parties evaluate the state of the relationship from their own
perspective. The differences point out important areas of relationship development. Based

on the results development plans for future improvements can be created. (Rajala et al. 2023)

Analysis of the Partnership Monitor tool results

Vesalainen (2006) used the Partnership Monitor tool to analyse relationships of 115
industrial companies. These relationships were between customers and their
component/system suppliers which were vertically integrated thus adding value to the
customers. Based on the Partnership Monitor results, relationships were placed in the chart
of ‘the ideal type of market-based relationships’ and ‘the ideal type of partnerships’ as shown
in Figure 5. The survey identified five different types of relationships. Vesalainen (2006)
named the relationship types are as follows: 1) Market-based relationships, 2) Dependency-
based relationships, 3) Interaction-based relationships, 4) System supplier type of

relationships, and 5) Partnerships.

Vesalainen (2006) points out that by looking at the results from the chart it is not possible to
clearly identify the relationship type. It is better to describe that some relationship types are
more partnership-oriented than others. However, it seems all the dimensions should achieve
high scores for the highest partnership type to be possible. This matches findings by Adler
(2001) who discovered that partnership is a combination of market, hierarchy and social

mechanisms.
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Vesalainen (2006, 144) found out with the empirical study that there is a correlation between
the main two dimensions of organizational and business-related bonds. Data did not show
relationships where for example the business bonds were high but organizational low or vice

versa.

=
L

Ideal type of
partnership

Ideal type of
market-
based
relationship

Interfirm organizational bonds

»
>

Interfirm business-related bonds

Figure 5. The Partnership Monitor result chart (translated from Vesalainen 2006, 134)

Rajala et al. (2023) describe that the best feature of the Partnership Monitor developed by
Vesalainen is its ability to show the gaps how both sides think about the relationship. These
gaps could potentially cause disagreements and frictions in the future. Good to note that
results do not show the depth of the relationship and how fragile it might be. Instead, its
main purpose is to demonstrate current state of the relationship and possible future state by

pointing out areas of improvement between the companies.

2.6 Ideal elements for transforming relationships into strategic partnerships

Purpose of this subchapter is to review elements have been identified important in creating
strategic partnerships. Ideal type of the partnership will be also examined with practical

examples by using different relationship dimensions which Vesalainen (2006) discovered.

Good and prosperous relationship begins by selecting the right partner that matches with the
company that is searching for a partnership. Similarly, when seeking for a partner in personal

life, both have certain needs and look for certain characteristics in the other person before
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taking the big step towards marriage. This is a good starting point, but as we all know
relationships require constant care and listening skills as the environment, needs and
objectives change over time. Lehoux et al. (2014, 869) agree that the operating environment
changes constantly which affects how the partnership should be handled and coordination

mechanisms established.

Dyer et al. (2002) also emphasize the early phase which focuses on finding the right partner
which shares similar values, goals and is culturally fit. This phase requires extensive process
to evaluate partner’s strengths, weaknesses, strategic ability, resources, and potential. It must
be assured that the partners complete each other, which then assures engagement from both

sides thus maximizes the added value.

One key requirement for establishing partnerships is high level of trust (Ploetner et al. 2006,
Vesalainen 2006, Stéhle et al. 2000, Ford et al. 1998). Ploetner et al. (2006) also highlight
importance of mutual dependency which means a common vision for value generation, that
will enable a win—win environment in the partnership. This will enable joint profit

maximization, as opposed to zero-sum-games where there is only one winner.

Ploetner et al. (2006) argue that the personal interactions and communication throughout all
hierarchical levels in partner companies will lead to sustainable partnerships. This creates a
new form of collaboration, which can last even when individuals with well-established
personal relationships leave the company. Interactions and intense collaboration create trust
in the companies, and not just rely on information systems to coordinate efforts. Partnerships
should be based on a web of relationships, instead of just on top management, sales, and
procurement. This might even lead to exchange of employees between companies thus
building of cross-organizational and cross-functional teams for even more effective joint

operations Ploetner et al. (2006) argue.

Stahle et al. (2000) point out that strategic partnership requires a drastic change in traditional
leadership where company does not have any more total control over its operations but
instead must rely in its partner to perform. Strategic partnership requires a new kind of
leaderships where the control happens from a distance by delegating power, a well-defined
partnership strategy, and an agreement where processes, procedures, responsibilities and
policies are well documented. Trust and open dialogue with each other are the key elements

for creating true partnerships.
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Stahle et al. (2000, 100) list criteria for succeeding in strategic partnerships as follows:
e Developing and executing internal company partnership strategy
o Knowing “the playing field” where the company operates
e Shared vision, values and procedures with the partner, finding common wavelength
e Managing and protecting knowledge capital
e Efficient risk analysis
e Managing company internal knowledge
e Delegation of power via roles instead of hierarchy, empowering people
e Strong leadership culture

e Flexible organizational structure, low bureaucracy

Henderson et al. (2014) have also listed key areas for successful strategic partnerships. First
of all, companies should keep in mind that success depends heavily on adopting a proper
strategy, alignment and that processes and operations should be integrated into the
organization. It is also important to focus on sharing commitment and competencies to create
added value. Secondly, open communication lays the foundation for strategic partnerships,
which ensures clarity of the objectives, trust and creates strong relationships at all levels.
Thirdly, Henderson et al. (2014) mention that the operational level’s middle management is
the most important group to involve managing relationship as their objectives are often
conflicting. Creating mutually accepted metrics to measure the success of the partnership is

important as well.

Henderson et al. (2014) conducted a survey for 50 companies of the of the reasons behind
success versus failure in strategic partnerships. Results shown in Table 4 are in line with the

empirical research according to Henderson et al. (2014).
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Table 4. Reasons for success and failure in strategic partnerships (adapted from Henderson

etal. 2014)

Reasons for success Reasons for failure
Win-win on both sides Competing agendas
Alignment of relevant stakeholders Value mismatch
Value match with the partner Objectives not aligned
Complementary skills Lack of communication
Clear communication Lack of trust
Clarity of objectives Win-lose situation

Lack of governance

According to Henderson et al. (2014) survey also identified three major reasons for failure
in strategic partnerships, which means these should be considered carefully when thinking
which elements are important. Firstly, failed strategic partnerships showed lack of
investments in the relationship which led to disagreement of sharing revenues and costs, lack
of resources, executive support and commitment. Secondly, self-interest caused issues in
terms of mutual co-operation efforts, customer ownership and sharing of intellectual
property rights. Lastly, Henderson et al. (2014) discovered that misalignment caused
conflicting goals, unclear roles and responsibilities, in addition problems in communicating

joint value proposition and silo mentality.

Nilsson (2023) suggests the lead company to create a partner program which clearly defines
elements such as values and efforts needed for partnerships. This way the company creates
a culture of commitment that they care about the partners’ success. Partner program should
express motivational drivers containing educational programs such as: 1) increasing sales
through sales activities, 2) improving software solutions, 3) creating improved solutions, and
4) delivering superb customer support. Nilsson (2023) also mentions that the onboarding
phase should include certifications which recognize partners’ efforts thus motivate them to

reach a higher level in the partner program.

Steinhilber (2008, 7-10) discovered several building blocks for partnerships which will help
to keep them successful and sustainable. First of all, partnerships will need to be an integral

part of company’s strategy with a certain framework which will explain your potential
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partners, short- and long-term wins and most of all how partnerships will help the company
to achieve its goals. There must be a repeatable process, and a playbook based on best
practises which will help in decision making, increasing returns on both sides, and
minimizing conflicts. This will cut the partnership failure rate in half Steinhilber (2008, 10)
argues. Establishing right kind of supportive organization with versatile people in managing
partnerships will help to drive the strategy. Maintaining strong relationships and trust at all
levels will eventually determine how sustainable the partnership is according to Steinhilber

(2008, 11).

Vesalainen (2006) describes that forming a partnership is especially challenging because it
contains all three elements which are contradicting to each other. These elements are
economic, structural, and social characteristics. Whether the economical side cannot be
solved it will cause friction in the other two. Usually this can be fixed by using open books
where parties can see how prices and margins are formed. In true partnerships there cannot
be strong conflicts of interests, but instead common values and trusts must be present all the

time.

Vesalainen (2006) identified ideal type of partnership using four elements that he discovered
to affect the relationship. These elements are called as follows: 1) exchange element, 2)
strategic element, 3) structural element, and 4) social element. Following paragraphs will

demonstrate how the highest level of each element looks and feels like in practise.

Exchange element: In the highest level of partnership, exchange element means that the
company’s products and services have significant value for the partner. In some cases,
partner produces complete systems directly to the company’s distribution chain. The partner
purchases as many products and services from the company as possible. Partner does not
have many other customers but instead a strong focus and commitment on few. Partner has
special technologies that it manages and develops by itself. Besides the physical products,
partner also provides product and offering development services. In addition, partner offers
logistical and aftermarket services such as stock replenishment, inventory management and
spare part deliveries along with installation services. All in all, companies are tightly tied

together in regards of products and services, and there is mutual success. (Vesalainen 2006)

Strategic element: In highly developed partnerships core competences balance each other

and there is no overlapping. There is strong dependency between the companies, and it
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would be difficult to find a similar partner without significant costs and long-lasting efforts.
Partner has significant impact in company’s competitiveness due to their competence,
capability, efficiency, and flexibility. Companies have common vision, strategy and
execution plans. Strategy is performed together but also separately for the common good.
Companies share risks that reinforce needs of co-operation. In practice this means that
partner will invest in competence development and special tools to benefit end-users and the
partnering company. This way win-win situation can be formed where growing share of
revenues are shared with both parties and reinvested back to the relationship. In addition,
both companies have open books thus aware how pricing is formed. This enables

improvement measures as well. (Vesalainen 2006)

Structural element: Highly integrated companies with shared structures will form a unified
organization. Top management from both companies work together on a frequent basis and
discuss about the strategy. Experts from the partner are working with company research and
development function thus assuring collaboration. Companies have common quality and
environmental systems. Information is shared efficiently for key people regarding supply
chain. Communication is happening at all levels in the organization. Partner has access to
the company’s production forecasts and can adjust own operations and supply of goods
accordingly. Performance monitoring is done on a constant basis and issues are handled

together. (Vesalainen 2006)

Social element: In the highest level, there is open and transparent communication between
the organizations. Nobody is dominating discussions and there is mutual respect towards
each other. Both have genuine interest in other’s challenges and problem solving is done
together. Commitment is high and substantial efforts are made to fulfill promises. There is
great trust in both people and organizational level that everything is made to achieve
objectives and gain success. Common way of thinking, values and culture enables great co-

operation between the companies. (Vesalainen 2006)

Vesalainen (2006) however, concludes that partnerships described in this way are somehow
unrealistic as eventually there will be conflicting interests or issues which cannot be solved
without both parties losing. Intention was just to point out how the highest level of

partnership might look like.
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Vesalainen (2006) also discovered elements which prevent companies to form deeper
partnerships. Survey made for 115 companies pointed out that answer lies in the
organizational theory which proves that structure follows strategy. In many companies there
is still strong belief that exchange of goods is same as the strategy, which then dictates the
organizational and leadership style. Vesalainen (2006, 145) points out that the “exchange
element” has strong effect on other elements as well, which then affects the overall

partnership level.

As a final note, Lambert et al. (1996, 8) highlight that although a strategic partnership is the
most advanced form of co-operation between companies, it is not automatically the most
desirable form. The company must always choose the form of co-operation that best suits its
needs and strategy. Lambert et al. (1996, 7) mention that there are always certain “drivers”
such as motivational elements and reasons, in addition “facilitators” such as growth factors

and organizational support which affect the decision to form certain type of partnerships.
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3 Research methodology

Purpose of the chapter is to explain how the empirical research work for the thesis was
conducted. It also describes how the research data was collected and analyzed. Lastly, how

the reliability and validity of the study was assessed from different perspectives.

Research methodology is a systematic framework that is used to solve research questions by
utilizing different methods which are consistent with the objectives and goals of the study.
Using right kind of methodology supports the research work and researcher to find answers

for addressed questions of the thesis. (Pamplona 2022)

3.1 Research design

The thesis aims to provide detailed information about a certain relationship thus Hirsjarvi et
al. (2009) suggest that a case study is suitable for the research strategy. It enables different
kind of research methods for analysis such as interviews, observations, document analysis
and surveys. According to Yin (2014,16) case study is used to answer research questions

such as "how” and “why”.

Case study can be either a quantitative or qualitative type research or a mix of these.
However, its main purpose is to combine information from various sources (Eisenhardt
1989, 534- 535). Case study seeks information about the phenomenon, processes and
dynamics behind the issue. (Jyviskyldn Yliopisto 2015) According to Eisenhardt (1989) case
study has also potential to demonstrate new perspectives for topics which might be already

well researched.

Research for this thesis will be done by using qualitative method. It will include interviews
for both sides in the partnership, workshops and observations done in partners’ own
locations. This way the study can produce detailed and intensive information and tries to

understand deeper meaning in its own context.

Creswell (2009) defines qualitative research as a method used to explore and comprehend
how individuals or groups affect to a social or human problem. Researchers typically collect

multiple forms of data, such as interviews, observations, and documents. Process includes
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developing questions and data collection usually in the participant’s premises. This assures
that the researcher can talk directly to the respondents face-to-face and see real behavior in
their own context. Cresswell (2009) also points out that researchers should not use
readymade questionnaires developed by others but instead create own which focus on the
specific questions. Qualitative research is particularly useful when the topic is complex, and
when the researcher wants to comprehend multiple perspectives and factors affecting the

issue Cresswell (2009) adds.

Merriam and Tisdell (2016) also emphasize meaning of the literature review that it is critical
for the qualitative research. It is meant to establish the context for the research and
demonstrate its meaning and significance in relation to existing studies. For this thesis
literature review helped greatly to gain deeper theoretical understanding of partnerships and
their meaning for both parties in the relationship. Literature review made it possible to form

specific questions for the interviews and analyze answers using theoretical views.

3.2 Data collection

The empirical data was collected during January-February 2024 by visiting the sales area
and interviewing people on both sides of the partnership. Interviews were held in a semi-
structured way which enabled the use of flexible open-ended questions. Semi-structured
interview is a qualitative research method which includes pre-determined set of open
questions but also enables the interviewer to create new questions in reactions to the

respondent answers. (Patton 2002)

Creswell (2009) reminds carefully to identify the selected locations or individuals for the
study. The idea behind qualitative research is to select participants or sites (or documents or
visual material) that will best help the researcher understand the problem and the research

question.

Participants from the dealer side were suggested by the case company sales area personnel.
Selected dealers have different kind of organizations, aftermarket offering, financial
performance and overall history with the case company. One of the dealers has been partner
with the case company for already more than 40 years and has developed extensive offering

and competence to serve its customers. Dealer has been performing well in both equipment
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sales and aftermarket wise. Other dealer is fairly new and currently building up its
organization, sales and technical competence, in addition to way of working with the case
company. Respondents from the dealer organizations were people working in the top
management who had long history with the case company and the main contacts towards the
case company. They were also responsible for developing their own business and

organization.

Participants selected from the case company were people in the sales area organization who
had experience working with the dealers in different situations such as orientation, training,
sales support, business development and conflict handling. These both sides of the spectrum
in dealers along with sales area personnel perspective will give a good overview of the

partnership.

Various questions about partnership status, business and organizational elements were
mainly compiled by using questionnaires from the Partnership Monitor developed by
Vesalainen (2006). Main topics concerned exchange of goods, strategy, structural and social
bonds. It offers a great framework for the thesis regarding different areas to study about
partnerships. Questions, however, were customized to solve research issues of the thesis and
to gain deeper knowledge about the history, experiences, organization, challenges, success
factors, strategic intentions, partnership expectations and its meaning to the dealers and case
company. This concurs as previously stated by Cresswell (2009) that researchers should
create own specific questions to solve the research questions instead of using readymade
questionnaires. Full set of questions which were presented for both parties are displayed in

Appendices 1 and 2.

The questions were sent to the participants in advance, so that they had time to review and
prepare before the meeting. Microsoft Teams meetings were scheduled about one week after.
In the meeting participants could see the questions from the screen one by one and interview
was recorded for later analysis and documentation purposes. Answers were first written with
bullet points and later amended by using recordings. Interviews lasted from 1,5 to 2 hours
which also contained the introductory part explaining meaning of the interview and goals of

the thesis.

Creswell (2009) suggests also making empirical observations at the participants’ premises

for context and validation purposes. Bryman (2008) explains that observation is a study
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technique that involves observing people or events which can provide deeper insights into
the phenomenon being studied. For this purpose, it was decided to visit dealers’ headquarters
in the sales area to see their facilities, meet people in person and follow daily operations.
These visits were also accompanied by the case company personnel which gave me the
opportunity to see interaction between the partners. During the visits there was technical and
sales training held for the dealers. Seeing partners in their real environment solving issues
and doing practical work gave meaning to the research work and motivation to find the

needed elements and requirements for strategic partnerships.

Internal workshops in the case company were also part of the research work and these
provided advice for addressing the partnership framework, forming questions, and finding
focus areas which would benefit the partnership. I also contacted other business divisions of
the case company which are using dealers in their business network, but unfortunately I was

not able to find support for the research.

3.3 Data analysis

Nowell et al. (2017) argue that as qualitative research has become more popular there is still
room for improvement when it comes to analysing collected data, so that its trustworthy and
results are credible. Researchers must prove that the analysis has been conducted in a precise,

systematic, and consistent way by disclosing the methods.

Braun and Clarke (2006) suggest using a thematic analysis method for qualitative data. It
follows certain phases as seen in Table 5 and is usually applied to large datasets which
contain texts, such as interviews or transcripts. Thematic analysis is a versatile method for
identifying, analysing, organizing, describing certain themes or patterns found in datasets. It
provides a flexible approach which can be altered for the needs of many studies to provide
specific information. Thematic analysis is a useful method for examining the views of
different study participants, finding similarities and differences, and in addition uncovering
hidden insights. (Braun and Clarke 2006; King 2004) Even though the dataset collected for
the thesis is not large, thematic analysis method is appropriate as the purpose is to discover
reoccurring partnership themes and patterns in interviews but also weak signals which might

have a significant impact.
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Table 5. Phases of thematic analysis method (adjusted from Braun and Clarke 2006)

Phases of thematic analysis Means of establishing trustworthiness

- Transcription of verbal data

- Triangulate different data collection modes

- Document theoretical and reflective thoughts of found data

Phase 1: Familiarize with your
data

- Create a coding framework
Phase 2: Generate initial codes - Researcher triangulation
- Documentation of all team meeting and peer debriefings
- Make sense of themes, patterns and their connections
- Researcher triangulation
- Keep detailed notes about development and hierarchies of
concepts and themes

Phase 3: Search for themes

- Review themes and subthemes vetted by team members
Phase 4: Review themes - Researcher triangulation

- Test for referential adequacy by returning to raw data

- Detailed analysis of the themes and connections
Phase 5: Define and name themes - Researcher triangulation
- Naming of the themes
- Check and confirm with peers
- Describe process of coding and analysis in sufficient way
- Produce report so that theoretical, methodological, and
analytical choices are seen throughout the entire study

Phase 6: Produce the report

As seen in Table 5 there are many phases in the thematic analysis method and means of
using data to form trustworthiness. This thesis will however use only some phases of the
thematic model as there are not more than two dealers and case company representatives
providing data for analysis. It is not meaningful to generate codes based on interviews but
instead familiarizing data, finding themes and naming them will be valuable to find answers
for the research questions of the thesis. Context that the interviews with different parties
provide for the analysis is far more important than going through all the phases of the
thematic method. Triangulation is also a vital part of the thematic model which will be

discussed in the following subchapter.

3.4 Validation and reliability of the study

Eskola and Suoranta (1998) research concurs with Nowell et al. (2017) about the weak points
of qualitative research validation. Unlike in quantitative research method where the analysis

and reliability can be separated, in qualitative it is not so obvious. Merriam and Tisdell (2015,
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238) remind that regardless of the type of study, validity and reliability can be addressed via
careful attention to conceptualization and pointing out in which way the data has been
collected, analyzed, interpreted, and presented. Creswell (2009) suggests confirming
findings with the participants and determining whether they feel that the themes and analysis
are accurate. This procedure can also include follow-up interviews. Method concurs with
Maxwell (2013, 126—127) who proposes to ensure internal validity and reliability with
member checks. Idea is to review feedback on preliminary findings with the participants that
were interviewed. This minimizes the possibility of misinterpreting the meaning of what
participants discussed and identifying researcher’s own possible false biases and

observations.

To ensure validity of the study, preliminary findings of the thesis will be reviewed in internal
case company workshops as well with the dealers. Information from the workshops will be
used to focus research on right areas of the partnerships and to create specific questions for

the interviews to address current issues and needed actions for the future.

Interviews will be done with dealers who have different kind of backgrounds along with
local case company personnel who have experience working with all the dealers in the same
sales area. Case company participants have long experience working in the industry in
different roles such as sales, business development and aftermarket services which ensures
vast perspective in responses. All the interview participants are working in the same country
and using the same language which eliminates responses that might be affected by cultural
differences. This will make it easier to find common themes from both sides of the
partnership thus ensure the validity and reliability. Research findings will be lastly confirmed

with the participants who contributed to the interviews.

Merriam and Tisdell (2015, 245) proposes triangulation method for increasing the validity
and credibility of the qualitative data. Triangulation means that the researcher uses three
sources of data which can be then compared and cross-checked against what has been
observed or read from literature about the phenomenon. Thematic analysis method is one of
the contributing sources. Information can be collected for example through observations,

documentation or with interviews from people with different perspectives.

Merriam and Tisdell (2015, 250-251) discuss also about the challenge and importance of

reliability in qualitative research work. Reliability or consistency refers whether the results
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can be replicated if the study would be done again. Verifying reliability might be difficult as
human behaviour changes over time which affects consistency of the results. Merriam and
Tisdell (2015, 251-252) remind that more important question is to know whether the results
are consistent with the data collected. This will determine whether the study can be

considered dependable.

Interviews with the dealers and case company were conducted during a time when there were
no major changes in the organizations, strategy, or way of working. No one had transferred
to different positions, and the global economy remained stable, with no significant upturns
or downturns. This will affect positively in the stability and reliability for the research
results. Tentative results of the partnership study have also been discussed in numerous

internal meetings with people from different functions for reliability purposes.
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4 Findings of the research work

This chapter focuses on the empirical part of the thesis. Purpose is to present the data which
was gathered via interviews from both sides of the partnership, summarize interview findings
by themes using thematic analysis method and compare the answers against literature. The
interview questions have been created so that research questions of the thesis could be

answered.

Findings of this study are based on interviews with two dealers which are both working in
the same sales area. The dealers have different kind of backgrounds as the first one has been
working for more than 40 years with the case company and second one became a dealer only
couple of years ago. The dealers will be referred hereinafter as “dealer A” and “dealer B”,

respectively.

Interviews from the case company side were held with people who work with all the dealers
in the same sales area. They are also responsible for selecting and onboarding the dealers,
managing relationships, training, monitoring business development and addressing issues

when needed. The case company will be referred hereinafter as “the company”.

From the company side, interview was held as a group discussion virtually in Microsoft
Teams which was also supported by three internal face-to-face workshops. Dealer side
interviews were held via Teams with top executives who are the main contact towards the
company and have good understanding of the history, benefits, challenges and current status.
Interviews will be covered under their own topics for both the dealers and the company

separately. Lastly, main findings from both sides will be analysed and summarized.

4.1 Interviews with the dealers

As mentioned in the research methodology chapter, various questions about partnership
status were compiled by using the Partnership Monitor tool developed by Vesalainen (2006)
which serves as an important framework for the thesis. Questions were customized to fit this
case study and cover both business-related and organizational topics, in addition their sub

elements regarding exchange of goods, strategy, structural and social bonds. The questions
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created are shown in the Appendix 1. The answers will help to understand the context behind
current partnerships status, success factors, challenges, and partnership themes that arise
from the dealer side discussions. These will then be compared against the answers from the

company participants, site observations and literature.

4.1.1 Partnership meaning, reasons, expectations and current status

Before going into more tangible questions related to different business-related and
organizational bonds, it is good to examine why dealers originally formed partnership with
the company and what partnership means to them. This will help to determine the starting

point and whether the company is on the right track fulfilling expectations of the dealers.

Both dealers have similar kind of thoughts about partnership that it is something where
companies work together to achieve goals, create added value, have vision for the business,
and gain profit. This requires transparency, co-operation and good communication.
However, dealer A mentioned about the harsh reality that requirements are understood by
both parties but not communicated properly in a practical level. This can be seen from the
direct citation that was captured during the interview:

“[ think partnership is about sharing goals and vision for the business. Other

elements are open communication, joint problem solving, and customer first
attitude. These are understood but not articulated well.”

Regarding reasons behind why the dealers initially started partnership with the company,
both interviewees pointed out that they were mainly looking to complement their offering
with world-class products and pursue new revenue streams. Both dealers find that the
company’s products are essential for them in doing business. Dealer A mentioned that the
products are straight in the value chain they focus on thus enable even deeper relationships
with their customers and increased share of wallet. Dealer B stated that they pursued
dealership actually by themselves because they had personal connection with the company
representative and knew the products but also the potential in their market area. The
company was also looking to improve business in that particular area where dealer B
operated, so it was a great opportunity for both parties. The decision for partnership was then

influenced by personal connections and mutual interest to develop business.
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When discussing about the partnership expectations, both dealers responded that they require
prompt support from the company in cases when they are not able to solve the issues by
themselves. This is important for the dealers as it affects their own ability to serve customers
which are also the company’s customers when looking from a broader perspective. Dealer
A furthermore expects competitively priced equipment and parts with certain delivery
security. Concerning the expectations communicated by the company, Dealer A only
highlights the requirement to stock equipment and spare parts, and obviously selling them
to customers. Without proper stock the lead times would be too long to win business

according to dealer A.

Comments above emphasize that the company has not set measurable requirements for the
dealers but instead relies on that they manage business independently without much control.
According to the company representatives, this sort of behaviour is due to the fact that the
company's products contribute only 10% or less of the dealers' overall revenues. The
company has decided to remain in the background and only manage the very basics.
However, as Fites (1996) pointed out in Caterpillar’s example, measuring performance with
standardized KPIs is very crucial in the partnerships, but it is also good to keep in mind that

every dealer is unique thus needs to be managed individually.

When examining the current partnership status, interviewees commented that they have seen
improvement in the engagement during past couple of years and think that the company is
on the right track currently. Both dealers said that this is mainly due to increased number of
common meetings locally where they have had the chance to address ongoing issues. There
was also a meeting held abroad in the company headquarters where they met other dealers
and discussed about common topics. However, dealer A mentioned that the costs for sending
people abroad is expensive and always need to be considered carefully. Meetings with the
company are generally seen valuable as dealer A stated:

“The dealer meeting had a very positive effect, as the sales area is listening
and taking our needs into account.”

Dealer A feels that there is a true partnership with the company. They actually have similar
feelings with all their OEMs. Dealer has been representing the company over 40 years and

there are even some former employees from the company side. This is obviously an
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advantage for the company as there is promotion within the dealer organization. Dealer A
provides a great comment to support this claim:
“Large dealerships definitely need champions or otherwise they will be lost.
These are a must to build partnerships. From the past experience champions
within organization were the key whether business was doing good or not.

Someone needs to own the relationship and has the desire promote within the
organization.”

Dealer A’s comment underlines the need to have dedicated people also known as
champions within dealer organizations who are responsible in driving initiatives, creating
engagement and being the voice of the OEM. Preferable these would be people in both

sales and technical side.

Dealer B thinks that they are shifting towards partnership with the company. Even though
there was interest in the beginning from both sides to form the partnership, there was lack
of support during the early phases. However, change for the better has happened through
the dealer meetings and there is now more interaction between the parties. Dealer B also
mentioned that they feel the partnership is beneficial for them and that there is definitely a
win-win situation where both sides are winning. They also mentioned that the partnership

with the company has taken them to the next level they were aiming for.

4.1.2 Engagement and strategy alignment

Next topic for discussion with the interviewees were business-related bonds such as
exchange elements, engagement in general and shared strategy. Exchange elements which
are crucial for the success of the partnership and generating revenues, both dealers responded
that they have physical sales of equipment and spare parts, in addition to various services in
their offering. Dealer A has a very extensive aftermarket offering for component and
equipment rebuilds. They have invested and developed offering by themselves to serve their
customers more efficiently through the whole equipment lifecycle. This a great example of
a proactive dealer which has added value to the company products and generated positive
brand image for the company as well. As mentioned previously, products and customers are
essential for dealer A which has motivated them to develop business independently. Dealer

B does not yet have such an extensive aftermarket offering but has clearly indicated interest
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in developing their business to serve large number of customers. They have also a project
on-going with the company representatives with the intention to increase offering to digital
products. This indicates a deeper engagement with the company and more than just a

transactional market-based relationship as described by Vesalainen (2006).

Both dealers have developed a strategy to gain more customers in their market area. Dealer
A has a clear intention to deliver premium products to their customers and help them to
increase profitability by lowering equipment operating costs. Dealer A has a certain
customer segment and value chain to focus on in which the company products fit perfectly.
However, Dealer A feels that they should have a more structured strategy going forward.
Important to note that they are not aware of the company strategy but believe that it would
be beneficial to co-operate to align the strategies. Dealer A mentions that part of the
challenge is a lean organization on both sides to support the business. This means that the
strategies are not discussed nor aligned, at least formally. Instead, they are developed and

executed independently.

Dealer B has developed a strategy for their market area that will focus on keeping existing
customers but also attract new customers by arranging several marketing events and having
a physical workshop in the area. The company is providing assistance for marketing via its
co-operation programme that is based on equipment and parts sales as seen in the comments
below by dealer B:

“The company is supporting us in any way we ask for. We get funding for

marketing purposes through a program called co-op. It is something to do with
equipment and part sales and based on that they give money back.”

Dealer B also mentioned that they have combined presence with the company in national
level exhibitions and the marketing teams are collaborating efficiently with each other. This
means that there are investments from both sides which is one of the requirements for
partnerships. The company is investing money back to the relationship and dealer B is
making efforts to acquire revenues that will benefit both through equipment and parts sales.

Dealer B seems generally to be happy with the support they have received from the company.
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4.1.3 Resource dependency, interfirm structures and information sharing

Regarding interfirm organizational bonds such as resource dependency, dealer A responded
that their goal is to be self-sufficient in both people and facilities wise, and they do not want
to rely on anyone else. This is because they want to develop strong relationships with the
customers and the company does not have the personnel to support them promptly in their
vast geographical area. However, in certain cases, dealer A has had to contact the company
and request their expert resources to assist them, which has been seen to create value for the

dealer.

On the other hand, it is excellent to hear that dealer A is very capable and wants to develop
their resources to serve customers independently and promptly, but at the same time this will
limit power of the company to influence and develop deeper social bonds, in addition
working towards common goals. As Vesalainen (2006) mentions that relationships which

are resource dependent have the ability to develop into something deeper strategically.

Dealer B has the same intentions as dealer A to develop their own resources but is still in the
beginning of their journey thus dependent of the company resources in many instances.
Dealer B mentioned that they get great support from the company representatives in
equipment sales and aftermarket related matters. As mentioned previously that before
becoming a dealer they had good relationship with the company representative in a personal

level and this generated good interaction and trust in the relationship before it even started
properly.

When discussing about the structural bonds between the parties both dealers mentioned
dealer meetings which are seen important to discuss about current topics. Dealers A and B
also highlighted that product trainings which are held face to face and online, are vital for
their competence development. Dealer B pointed out also that they have monthly meetings
with the company representatives and get good support for current issues as seen in their
comment:

“We have monthly meetings with the company which have been very fruitful.

Practical issues from both sides are being solved during those meetings such

as parts or warranty related. The company is talking about their topics, and
we are addressing our issues. Actions plans are created on both sides.”
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Main concern, however, seems to be the lack of formal performance review meetings as
pointed out by dealer A:
“We don’t have dealer reviews. I think annual sit down is really important. It

goes hand in hand with performance goals which the company is developing.
We haven’t seen any formal yet.”

The company seems to be aware of the need to have annual performance reviews, and it is
currently addressing this issue. It is also developing measurable dealer standards, but the

KPIs are still under discussion for this particular sales area.

Next topic of discussion was the exchange of information between the parties. While the
company shares product related technical and marketing data with the dealers, the overall
information sharing seems to be very limited. Dealer A mentioned that they can check spare
parts stock levels via customer portal on the Internet. Also, when requested they receive new
equipment inventory data from the company representative. Dealer B noted that the company
provided valuable insights about the new offerings during a dealer meeting. When asked
what kind of information dealers are sharing with the company, dealer A commented that
they submit equipment inventory data on a monthly basis, but according to them this is not
done in an organized way. Dealer B shares information about the profitability of the
equipment and have already observed that the company’s equipment are performing better
than competitors. Dealer B also suggests that both parties should develop transparency in

data sharing, as it would benefit both sides.

4.1.4 Current challenges and improvement proposals

The Partnership Monitor developed by Vesalainen (2006) is a great tool for pointing out the
current differences in views and areas of improvement. However, it is always needed to deep
dive into the context that the answers provide and especially find solutions which would be
needed to take the relationship to the next level and even towards a strategic partnership.
Finding out the pain points and discussing about them requires elements of trust from both
parties such as honesty and transparency, but also listening skills and open attitude. For
benchmarking purposes, it is always beneficial to understand what others are doing well.

Therefore, the dealers were also asked what the company could learn from other OEMs.
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Before going into that, let us first take a look what are the challenges according to the dealers.
Dealer A already responded regarding the expectations that they expect competitively priced
equipment and parts, but the biggest complaint is related to the company’s responsiveness
in support requests. This was also pointed out by dealer B, who said that the company has

low level of urgency when compared to other OEMs.

While dealer A recognizes the company's recent efforts in organizing dealer meetings and
fostering good relationships on a personal level, there is a broader issue that needs to be
addressed. It is related how the dealers are seen in the company’s internal network in its
other divisions. The company seems to understand importance of the dealers, but the
aftermarket division sees them as customers which causes dissatisfaction especially in
critical matters when dealers require prompt assistance for customer cases. Dealer A is also
concerned by the fact that the internal training provided by the company costs money. This
is also the case when they need an expert resource from the company to assists them in

solving some complex issue at the customer site.

Dealer B acknowledges the improvements made by the company, but there have been some
concerns lately regarding warranty claims. Dealer B reminds that all relationships have
issues and is open to collaborate and working for developing the partnership together as seen
in their comment:

“If the company can make us to be a better dealer, we both gain and win, as

we sell more equipment and win deals against the competition. Keep doing
what you are doing.”

When asked about the improvement proposals, dealer A mentioned that the company should
carefully study a report which is done by the national dealer association. The report collects
anonymous data from the dealers and describes how they earn their income. This would then

help to focus development in the areas which are important for the dealers.

In the short-term dealer A would like to see increased visits from the company personnel to
their offices as well shared customer visits. This would have many benefits as the customers
rarely see OEM representatives. Presence would show commitment and credibility which
would then enhance the relationship and shared approach. Dealers would also value
transparency regarding available equipment and parts inventory in the sales area, including

visibility to the other dealers that are working with the company.
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In the long term, improved logistics and parts support, along with a more dealer-focused
organization would help improve the relationship and positively affect customer satisfaction.
Fact-based information about parts consumption per equipment model would assist the
dealers stocking correct spare parts and offering them to customers at the right moment.
Dealer A would also like to see more equipment model focused sales materials that highlight
value-based arguments, rather than engineering related. This would help their sales teams as
seen in comments:

“The presentations provided by the company are good, but we require

materials that highlight customer benefits instead. We should differentiate

ourselves from the competitors. We have a premium product and should be
able to prove that we can meet our customers' needs.”

Both dealers also hope for improved communication, sales and technical training which
would benefit the relationship. Dealer A reminds that the partnership is a journey, which

needs to focus on couple of key points and begin with those.

As mentioned before, the interviewees were also asked what the company could learn from
other OEMs. Firstly, dealer A suggests that the company should improve marketing support
in terms of materials and parts logistics. The company has challenges compared to other
OEMs who have much bigger fleet of equipment. Floor planning of equipment should be
also developed and the terms reviewed. The company should be more transparent and plan

together with the dealers.

Dealer B expects the company to utilize equipment telemetry data more efficiently. Other
OEMs offer tracking services free of charge as they gain considerable value from it. They
use the data for inventory and offering purposes. Dealer B would also be interested in a
scorecard for monitoring their development or a business development plan aimed at the
dealers. Lastly, dealer B pointed out that regular meetings together can bring value and

deepen the relationship, as long as the company has open ears and mind.

4.1.5 Observations from the dealer meetings

Observing the dealer and company representatives working together in real life gives a good

view of the partnership status. The way they communicate, challenge, find solutions, share
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ideas and generally interact with each other helps to determine whether the relationship can
transform into something more. It is also a good moment to view how the company products
are displayed and marketed at the dealer site. This was also pointed out by Creswell (2009)
who suggests making empirical observations at the participants’ premises for validation and

context purposes.

I got the opportunity to participate in couple of meetings and training sessions which were
held at the dealer locations. There was a training session held in a classroom for dealer A
which included various people from the dealer and company organizations. During the
training I felt there was an open atmosphere and real interest towards the company products.
Dealer A representatives asked many technical and commercial questions, and if the
company people were not able to answer something, they would immediately contact another
person via online or phone who provided the answer. This shows that the company personnel
are being active and trying to create trust and relationships on both personal and
organizational level. Dealer A also had presentations from their side and talked about the
history and future plans. They also discussed about aftermarket offerings related to the
company products which was very impressive to see. There is clearly motivation from the
dealer side to develop different offerings that are creating value for the customers. Lastly
there was a hands-on training held by the dealer’s master technician who is their technical
side champion for the company products. It was obvious to see why champions are so
important in partnerships, as they can train and promote the OEM products within their

organization.

I was able to observe warranty related training at the dealer B location. Already when
arriving to the site where they have both their main office and workshop, I noticed the
company advertisements and some equipment on display on the yard. The company products
had very good presence at the dealer site. [ was also impressed by the core values which
were displayed at the dealer entrance, and more importantly they seemed to align with the

company values.

Dealer B has had some challenges related with warranties thus the company decided to
provide training for them. Dealer B is quite new to the company thus there are still many
open questions to be answered regarding processes, policies and products. Seems the
company needs to develop their orientation training to ensure that the dealers are better

prepared thus avoid future conflicts that might arise. Despite the challenges there were
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however open discussions and honest constructive feedback given both sides. I was also
pleased to see that the dealer's senior management attended the meeting alongside with their
warranty team. This shows that the dealer is motivated and committed to the partnership on
all levels of the organization which is a very good sign. Meeting ended in a positive note and
discussions about upcoming trainings which the company could provide to boost the dealer’s

competence.

4.2 Interviews with the case company

Similar kind of questions about the partnerships were also asked from the case company
representatives. These questions are shown in the Appendix 2. The interviewees work close
to all the dealers in the same sales area where dealer A and B are located. It is important to
evaluate both parties to obtain information from different perspectives as the Partnership
Monitor tool from Vesalainen (2006) suggests. Answers will point out differences related to

partnership topics and provide areas of development.

4.2.1 Partnership meaning, reasons, expectations and current status

First question was about partnership meaning in which the company representatives
answered that it should enable the OEM to have access to fragmented markets without
adding many new resources. Key elements are trust, transparency and co-operation between
the OEM and the dealers in developing their business. It was also discussed from a dealer
perspective that the partnership mainly complements their product offering and provides a
solution to their customers. This was followed by a comment:

“Challenge is how to align these two partnership aspects and ensure share of

wallet and mindset of promoting our products, features and value proposition.

At the same time making profitable business in which the company sees value
in the partnership.”

The meaning of partnership seems to be understood that the main point is to provide value

for both parties and ultimate achieve win-win situation with higher sales volumes. For the
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company it is about optimizing resources across a large market area and for the dealers

finding solutions for their customer segment.

When talking about what the company expects from the dealers, representatives explain that
they have expressed the objectives but not in a formal documented way. The company
expects the dealers to reach number one position in the market but have not been very clear
about this. The company knows that they need to show the dealers size of their market, which
equipment to sell, what kind of technicians are required and what parts to stock. The

company needs to be more specific of the expectations and goals of the partnership.

Regarding current status of the partnerships, the main issue is that the company is missing
structured performance reviews. This makes the assessment very difficult. As mentioned
before the company is still developing dealer standards but it has turned out to be more
difficult than expected. This can be seen from the comments of the company representative:
“We have been developing dealer standards program for couple of years now.
From those we can see areas for development. We might have been setting
expectations, but it is pretty difficult to get agreement what dealers should do
and what belongs to the company. There is some friction about responsibilities.
Everyone who you talk to has a different opinion. No matter how clearly you
communicate, if the dealer doesn’t believe it, they will ignore or push back

because it’s not reasonable for them. So, I think biggest challenge is agreement
and understanding.”

Following this comment, I asked whether the company is addressing matters to the right
people within the dealer organizations. The interviewees responded:
“I think we are talking to the right people. We need to understand the

dynamics. Company structures are changing, and the interactions are
multifaceted.”

It seems there is still work to do regarding the communication and commitment, but the
company is finding a solution as can be seen in the following subchapter about engagement.
If looking past the formalized assessment there is however feeling within the company that
about 50% of the dealers are considered as partners with whom there is a good collaboration

and focus on the company products.
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4.2.2 Engagement and strategy alignment

Next topic for discussion was the company’s engagement and strategy alignment with the
dealers. Interviewees responded that the company has recently established a dealer advisory
board which includes selected group of dealers. Intent for this board is to align strategies and
address issues on both sides. This sort of engagement has been very welcomed among
participated dealers as seen in the comments previously. There was also a bigger dealer
event held in the company headquarters where most of the dealers participated to hear about
latest product updates and other relevant news. The meeting also enabled dealers to interact
with each other to discuss about common issues and success factors, not to mention all the

meetings that took place after the daily workshops outside the office.

The interviewees also pointed out that some of the company employees visit dealers one or
two times per month and help them as well in urgent daily matters. This is based on the size
of the dealer and their focus. On top of this the company visits national exhibitions and
certain events which are organized by associations which aim to educate dealers. These
events also enable both dealers and OEMs to share their experiences and ideas. Dealer co-

up program which is meant for marketing purposes was also mentioned during the interview.

Regarding aligned strategies the interviewees said that there is not much alignment with
individual dealers. There are some examples where the dealer is providing even more value
to the customers with extended warranty than the company would. On the other hand, this
will increase customer satisfaction but might also cause conflicts between the company and
the dealer. The interviewees noted that the company cannot change their approach based on
dealer’s strategy if there is some discrepancy. This concurs with Ford et al. (1998) who
pointed out that the company must not do everything what the other party wants, at whatever
cost. It was also commented that the company has selected certain type of dealers which
have similar kind of values, but those might not be totally aligned with the company due to

dealers’ own interests.

4.2.3 Resource dependency, interfirm structures and information sharing

Let us review organization and people from the company side who are working with the

dealers. First observation is that positions are spread across different functions and divisions.
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The company does not have a dedicated organization just for dealers. The company has a
distribution manager who is involved in the dealer selection and looking after the dealers
from a broader perspective in legal and performance matters. In addition, the position has
responsibilities in the direct sales thus there is also a commercial manager who is looking
after the dealer contracts more closely and updating them when necessary. Couple of
marketing people are working for the distribution manager assisting dealers with their

advertising efforts.

There are three sales managers who are involved in the equipment sales and interact closely
with the dealers and their customers. According to the company interviewees co-operation
is very hands-on style. All of them have large geographical areas to cover. Sales managers
have very important role in creating and maintaining the relationships. This was already
observed when a personal relationship affected dealer B into becoming a dealer for the

company.

In the aftermarket and technical side, the company has a business development manager,
along with product and parts specialists. Business development manager who works in the
aftermarket division supports dealers with their day-to-day operations and leads a team of
two parts specialists. Parts specialists, who manage large areas as well, visit the dealers one
to two times a month, assisting with tasks such as inventory management and other spare
parts related concerns. The product specialists provide support during the startup of new
equipment and help with technical issues that the dealers cannot resolve on their own.
Additionally, the role involves training the dealers’ technical staff. According to the
interviewees the company is now moving in the right direction and having more traction

with the dealers as there are people working closer to them.

Interfirm structures have already been mentioned previously. There are daily, monthly and
yearly meetings with larger group of dealers. Dealer advisory board has been established
which received good feedback that the company is listening and acting based on dealers’

feedback.

Regarding data sharing the company has a website dedicated to the dealers where it shares
information about equipment, aftermarket offerings, and critical product bulletins. There is
also a customer portal where dealers can download operator manuals, view parts books and

other bulletins, order spare parts and see related information for example about stock
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situation and lead times. For business development purposes, the company has built
Microsoft Power BI dashboards to display the financial data of the dealers' transactions with
the company. The company is making improvements on visibility of year-to-year, order
intake and parts invoicing. Parts specialists who visit the dealers are identifying gaps, doing
inventory analysis and finding ways to expand into new products. The company is also
teaching the dealers what is the right level of inventory to have and doing analysis of their

revenucs.

4.2.4 Current challenges and improvement proposals

The company has identified main issue on their side related mainly to lack of resources who
would support and train the dealers. According to the company especially adding technical
and parts support people would be beneficial. The company has a clear gap in providing
consistent and comprehensive sales, technical and product training package for the dealers.
Especially technical service requires focus where the dealers need to achieve certain
certification levels to serve customers properly. Regarding resources, a key customer
manager was recently added to the organization to support big quarry operators who are
dealing with multiple dealers. This was done to increase coordination and alignment thus
decreasing conflicts. The dealers in general would also like to see more consistency and fair

processing times in warranty handling.

The company should furthermore develop and implement standard dealer KPIs to monitor
dealer development. However, the challenge is, that in many cases, the company's products
represent only a minimal amount of total revenues. Therefore, the company is committed to
providing an easy and efficient way to do business in order to drive growth. One way to gain
more attention would be replicate best operating models from the dealers, show the sales
potential per equipment and more importantly have dedicated persons to support the

equipment and proactive parts sales within the dealer organization.

In addition, there is some mindset issue on the company side as it is thought that it would be
more beneficial to sell directly to the customers. The company divisions should be aligned

internally. This was actually mentioned as a risk in the comment:
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“Other risks that I have seen, it looks very good financially when we sell
directly. In reality, we are reaching out to number of fragmented customers in
numerous markets via dealers. If we would want to sell directly we would need
extremely large incremental staff of resources within the sales area. Dealers
are important for us despite the additional discount. We wouldn 't have reached
our customers without dealers.”

Regarding interaction and information sharing in the business network, it would be
beneficial to have visibility to the dealers’ parts inventory. This would mean that the dealers
could do transactions even between each other if desired in urgent cases. Since the current
process requires involvement from the company, it can take time to contact the dealers,

especially when the spare parts are not available in the company’s main stock.

4.2.5 Observations from the internal workshops

There have been several internal workshops held at the company since starting the thesis. In
the very beginning of my work, I conducted a quick survey for the dealers who were visiting
the company at that time in a workshop. There was representation from eight different
dealers and respondents were senior management but also technical staff. Survey questions
are displayed in the Appendix 3. The purpose was to do a pre-study and find out current
thoughts about the company and its way of working, but also areas which would need special
attention from the company to develop. The answers also gave guidance of the potential

dealer candidates for the actual thesis who would be open for discussions.

In general, the answers appeared very encouraging. There was belief in the future of the
partnership and good level of trust. The dealers are committed in the partnership and have
strategic intent to develop business. This is a good foundation for building stronger
partnerships. Results, however showed that something needs to be done with the reciprocity,
meaning specifically whether a favour would be returned. Topics that the dealers found most
important and that would benefit from further development included parts and service

support, communication, and the warranty process.

Second workshop focused on building the dealer framework. More precisely meaning of the
dealers for the company, dealer segmentation, what to consider in the dealer selection, how

to manage existing dealers, what kind of training to provide during dealer lifecycle, and tools
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and data that would be meaningful to share with the dealers but also what the company could
gain from the dealers. Training for the dealers was found to be super important to arrange
for both sales and technical side, in addition dealer performance management and warranty
support. There was also discussion about the roles and responsibilities for the company’s
front line and back line organizations. One important topic that was discovered and needs to
be addressed was the cultural mindset of the company. This was pointed out in the dealer

interviews as well that there are different views within the company people and divisions.

Third workshop included deeper dive into performance reviews, profiling of the dealers, and
developing scorecards for both sides. It was discussed that some of the dealers have very
good models within their organizations such as dedicated champions who promote the
company products and drive engagement. These are seen as very valuable for both sides.

The case company representatives also shared similar experiences from other OEMs.

4.3 Findings by themes

Thematic analysis method was used to find recurring patterns from the data. The dataset
consisted of two dealer and the company interviews, in addition what was observed during
the dealer site visits and internal workshops. The focus was on finding common themes
which are meaningful for both parties to be developed in the partnership. Discovered themes
should need to be considered in the requirements for both the dealers and the company to
move toward a strategic partnership. Themes which were found in the data are presented and
explained briefly below. The list is not in any particular order. More detailed analysis of the

interviews is presented in the following subchapter.
1) Parts and product support for enhanced customer satisfaction

This was mentioned by both dealers as they have had experiences especially
in urgent customer cases. The dealers expect prompt responses and actions
from the company to provide assistance for their customers. Insights in spare
parts related data would help the dealers to manage their inventories and ensure
fast deliveries.

2) Performance reviews to improve business and shared responsibility

The absence of KPIs and scorecards is making it difficult to follow the dealer
performance and having reviews which would lead to improvements.
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Scorecards are not only meant for the dealers but also to monitor performance
of the company and increase shared responsibility.

3) Meetings to generate engagement and address issues

There has been already good progress from the company by increased number
of meetings and these are needed for both sides to address issues, create
relationships and generate engagement.

4) Added value for creating sustainable partnerships

One of the pre-requisites for sustainable partnerships is the requirement to add
value for the business. This is very relevant for both parties and needs to be
considered, evaluated and developed constantly.

5) Champions to promote products within organizations and generate business

Several good comments from both parties were mentioned regarding
champions on sales and technical side who promote the OEM products within
the dealer organization. They are in key position to create interest and drive
business initiatives.

6) Co-operation, strategic alignment, and shared vision are needed between the parties to
achieve common goals

There has been lack of strategic alignment, shared vision and co-operation
between the parties to reach common targets. Commitment and strategic intent
are present in the partnership, but it is not communicated properly.

7) The company’s partner strategy and mindset should be reviewed to enhance relationships
and avoid conflicts

The company should review partner strategy internally and align within its
divisions how the dealers are perceived, communicated and dealt with. This
would set the correct tone in the partnerships, increase awareness and minimize
conflicts.

8) Lean personnel on both sides is affecting competence development, customer happiness,
business development activities and future of the partnerships

Even though one of the key intentions for the company is to minimize
resources when utilizing its dealer network, there is currently too lean
supportive organization. This is affecting in the company’s ability to train and
interact with the dealers and might lead to minimal resource dependency thus
have significant consequences for the partnership.

9) Information sharing and transparency to boost engagement and cooperation between the
company and the dealers, as well as between the dealers themselves

Both sides would benefit from sharing information more transparently, such as
potential of the sales per equipment model type, parts inventory and
consumption data. Horizontal integration could be developed between the
dealers and engage them to do transactions with each other.
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10) Training to increase dealers’ competence and ability to serve customers more efficiently

The dealers are hoping for increased number of visits from the company
regarding technical and sales training. This would help them to serve their
customers better and create interaction between the parties thus develop the
relationships.

11) Dealer management guideline document to instruct the dealers how to operate with the
company but also guide how to sell company’s offerings during the equipment lifecycle

Especially new dealers would need a guiding document to describe the
company policies, processes and general assistance in business development
during the equipment lifecycle. Document would also benefit the company to
provide consistent onboarding for the dealers.

12) Governance needed to mitigate and address conflicts, but also to manage relationships
between the company and the dealers

The advisory board was a great initiative from the company to engage with the
dealers. Governance is also needed on the company’s side to identify risks and
develop partnerships.

4.4 Analysis of the interviews

This chapter focuses on analysing the themes found in interviews more detailed and
comparing answers against literature. The semi-structured interviews included senior
managers from the two dealer organizations and the case company. Interviews were
conducted using a set of questions designed to study current status of the dealer-OEM
relationship, including different aspects such as experiences, organization, challenges,
success factors, strategic goals, partnership expectations from both sides. In addition to this,
the purpose was to collect thoughts how to enhance the relationships into a strategic

partnership.

After reviewing interviews from both sides and based on the observations, it is clear that
there is a common understanding of the partnership and its meaning to generate value by
working together to serve shared customers. To achieve that goal and to advance to the next
level in the partnership, it requires communication, co-operation and transparency according

to the interviewees.

The strengths of the current level of partnership are the actual dealers who are capable,
independent, and most of all motivated. There has been a push from the company towards

the dealers to invest and develop their business without much assistance. This might have
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happened unintentionally, but it is related to the company’s resourcing to support the dealer
business. However, the company has done a good job in selecting these sorts of dealers
which also match the company values. Dedicated champions within the dealer organizations
are promoting the OEM offerings and seen vital for the success on both sides. Champions
are experts in their field and key people to generate sales, solve customer issues and engage
with the company to drive business forwards. The dealers are pleased with the company
products and that they can generate revenues but also add value for their customers thus
ensuring continuity also in the dealer-customer relationship. There has been good progress
and several initiatives from the company over the past couple of years in the form of
meetings, advisory board and training, which have raised dealer awareness and interaction

between the parties.

It is important to examine the power status between the dealers and the company more
closely, which might seem obvious but could also be a weak signal that is bound to grow in
the future that will affect the partnership. It was discovered that both dealers are aiming for
self-dependence and developing their own competent resources. Main reason for this is to
provide prompt actions for their customer needs as there are issues on the company side to
provide assistance. This would lead to minimal resource dependency and social exchange
between the parties on an individual level which could affect negatively in developing the

relationship into a deeper partnership as explained by Vesalainen (2006).

Power status is also connected to the theory about resource dependency found by Pfeffer and
Salancik (1978). There is actually a high dependency on the organizational level, meaning
that the company is highly reliant on the dealers' organizations to perform and act as
ambassadors for serving shared customers. Transactional costs for the company would be
very high to replace committed partners to another. I see the dealers have more control and

power in the current relationship, but they are not using this to influence the company.

It seems that in this case the larger partner has actually benefited more from the dealers as
they have been proactive in the market area to serve their customers. [ would then argue with
Hillman et al. (2009) who claimed that smaller firms benefit more from co-operative
relationships than their bigger partners. It is, however, clear that the dealers have gained
from this laissez-faire type of leadership from the company, where they have been allowed
to operate freely with minimal governance. This has forced the dealers to acquire their own

resources, build up competence and learn by doing which is the best form of education.
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There has been very low bureaucracy in the partnership which is one of the criteria for
succeeding in strategic partnerships according to Stahle et al. (2000). However, also the lack
of governance might lead to failures in partnerships as mentioned by Henderson et al. (2014).
This implies that the partnerships should find a balanced solution. Fortunately, the company
has started to engage with the dealers, and the advisory board has been a great initiative for
getting the voices of the dealers heard. I would also like to mention that there was no
indication of any kind of manipulation or overpowering from the parties, which means that

there is chance to develop collaborative partnership as Ford et al. (1998) pointed out.

The main challenges mentioned by the dealers in improving partnerships and cooperation,
were the lack of company resources to assist them in providing technical training and
especially in supporting critical customer issues. The dealers are looking for prompt actions,
improved logistics and stocking recommendations which would help them to serve
customers in a better way. The company should review the partner strategy and align
internally how the dealers are recognized in the company network as this is causing issues

in their operations.

The dealers are hoping for the company personnel to accompany them during customer visits
and show face of the OEM. This would strengthen the feeling of shared responsibility. The
company would also need to clarify common objectives and collaborate in achieving them.
Both sides wish to have measurable KPIs developed and arrange annual performance
reviews. This would then lead to good discussions how to tackle issues and improve

operations.

Lack of strategic alignment was also mentioned many times during the interviews. The
company has minimal strategic co-operation with the dealers. The strategic intent is present
among dealers which is a good thing, but the absence of alignment and communication leads
to each dealer following their own strategy. While some dealers are adding value for
customers, there are cases where the same customer might have equipment in another region,
where instead the dealer may even be offering subpar services. All of this is occurring
without the company being aware of it thus causing confusion and dissatisfaction among its

shared customers.

When comparing answers to the Partnership Monitor by Vesalainen (2006), there seem to

be bonds forming across all the different dimensions. On the organizational side, which
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includes structural and social bonds, there has been good interaction building up recently
between the parties, as well trust on a personal level. Regular meetings are creating multiple
touch points and positively affecting the structural bonds. However, there is still work to be
done in developing trust at the partner level, especially in defining common goals and
helping in achieving them. The company offers many platforms and systems for the dealers,

but very little information sharing is taking place from the dealers towards the company.

On the business-related bond side, there is definitely a very good physical exchange of
goods, including equipment, parts, and services. The biggest challenges can be found in the
strategic bonds, where there is much to be done regarding shared dependency to balance the
power status, shared strategy, and risk-taking. These are the some of the main elements for
strategic partnerships as mentioned by Stéhle et al. (2000). The positive aspect is that both
parties are gaining from the partnerships thus there is currently a win-win situation. This is

an excellent starting point for a deeper relationship.
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5 Summary and conclusions

The purpose of this chapter is to present key findings and answer the research questions of
the thesis. It will also examine its value for the company, offer recommendations for future
research, and provide suggestions for the dealer management guideline document. Validity

and reliability will be reviewed as well.

5.1 Executive summary

Building a partnership is like putting together a new jigsaw puzzle. First you need to be
aware of your competence and decide how complex puzzle you want to build. The more
complex the puzzle is, the more rewarding it will be eventually. Same applies for a strategic
partnership which is the hardest form of relationship and needs to be carefully considered as

per company strategy and its intended purpose.

The thesis focused on studying the existing partnership status between the case company and
its dealers, furthermore, identifying the elements, and requirements which would be needed
to elevate relationships into deeper strategic partnerships. The research was done as a
qualitative type of case study which enabled using various information sources. Qualitative
analysis method helped to gather deep and valuable insights of the partnership context.
Result of the study was achieved by combining literature studies, site observations,
workshop studies and analyzing interview data from both sides of the partnership. The thesis
provides both theoretical aspects and practical guidance for the company how partnerships

can be developed in a global environment in a formal way.
The main research question of the thesis was:

o What are the requirements for the case company and its dealers to develop into

Strategic partners?
Four sub-questions which helped to answer the main question:

o What is the meaning of strategic partnership and what are the advantages and

disadvantages?
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o  What are the elements for an ideal strategic partnership?
o  What is the current level of partnerships and what are the challenges?
e Does the case company and its dealers have ability of being strategic partners?

Let us first begin by summarizing answers to the sub-questions. These were mainly answered

by studying various partnership themes found in the academic literature.

o  What is the meaning of strategic partnership and what are the advantages and

disadvantages?

As mentioned before strategic partnership is the most difficult form of a relationship as it
ties the companies closely together in many aspects. It has the ability to create biggest
rewards but also has the highest risks. Strategic partnership enables companies to create new
products and services in an efficient way. Companies share the vision and efforts to achieve
certain goals. Both partners are creating added value for each other’s businesses. There is
high dependency within companies and resources are complementing each other. Companies
can focus on their core competencies are develop them to be even better. The partners are
sharing business information via common systems thus have transparency to each other’s
activities. This means there is great trust in the relationship and even tacit information is
shared. Regarding social bonds, there is open communication and learning together. Both
partners are investing and winning thus there is a win-win status in the relationship. There
are many positive sides in strategic partnerships but some of the risks might realize if the
partners do not fit each other in terms of cultural values or if there is lack of commitment.
Companies must be mindful when selecting a partner and do risk analysis properly. Sharing

vital information and rights to new patents must be also agreed early on to avoid conflicts.
o  What are the elements for an ideal strategic partnership?

First of all, ideal strategic partnership is extremely difficult to achieve as it was described in
the thesis. Companies always have their own interests which affect the partnership. Business
environment, needs and objectives change over time which must be considered and
managed. The key elements for successful partnerships include factors like mutual vision,
collaboration, added value generation, strong relationships, open communication, mutual
dependence, and trust. The exchange element is also vital to keep the partnerships up and

running business wise. All begins by selecting a partner that fits your business needs but also
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the cultural values need to match with the company. There needs to be a repeatable process,
playbook or guideline for partnerships to describe the best practices. This will help in
decision making, increase revenues on both sides, and minimize conflicts. Common vision
and goals will foster interaction, engagement, and commitment to execute the strategy
together and care for the other’s success. Sharing of resources will create dependency and
develop sustainable relationships, which are important to have on all levels in the
organization. Trust and open dialogue are vital at both the personal and company levels.
Trust can be built through competence, open communication, consistency, reciprocity, and

loyalty.
o  What is the current level of partnerships and what are the challenges?

The interviews with both sides of the partnership and site observations provided valuable
insights into the current status. First of all, it was positive to hear that according to the dealers
there is a win-win situation currently in the partnership and the company’s products are
important for them in generating revenues and providing value for their customers. The
company has done a good job in selecting capable, ambitious and motivated dealers which
is very important. Both dealers are thriving for self-dependency which is at the same time
positive and negative when developing a deeper relationship. On the positive side dealers
will be competent to serve customer by themselves but this will minimize the dependency
of the company which will affect in creating close relationships. Despite of this there seems
to be building social bonds and trust on personal and company level. Change for the better
started couple of years ago when the company started to engage with the dealers more closely
and arranged common meetings to address the issues. Meetings and trainings have raised
dealer awareness and created multiple touchpoints between the parties which has been very
welcomed according to the dealers. The main challenges mentioned by the dealers were the
lack of company resources to provide them technical training and especially supporting
critical customer issues. The dealers were also hoping for more transparency in information
sharing. This relates to the issue how dealers are viewed within the company, whether as
customers or as integral parts of the organization. In addition, the company has minimal
strategic co-operation with the dealers. The strategic intent, however, is present among
dealers which is a good thing, but the absence of alignment and communication might lead

each dealer in following their own strategy.
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e Does the case company and its dealers have ability of being strategic partners?

The dealers have shown great interest towards the company products which are providing
value for them and their customers. This is an excellent starting point for deeper partnerships
as the business-related exchange element is strong. The dealers are capable and motivated
to develop business together with the company as long as it can provide resources and
support. When considering all the theoretical aspects, interviews, and observations there is
definitely possibility for deeper relationships and even strategic partnerships. The company
should firstly develop a partner strategy which describes how the dealer network is utilized
and supported efficiently. Co-operating with the dealers and showing the business potential

of the equipment would surely create engagement, competition and deepen the relationships.
Finally, then answering the main research question which was:

o  What are the requirements for the case company and its dealers to develop into

strategic partners?

This is to present, in a concise manner, the elements and requirements of strategic
partnerships for the case company and its dealers. More comprehensive guidance will be

done in the following subchapter, which will study the requirements in greater depth.

The research revealed that strategic partnerships are built from many different elements and
requirements which are described in Figure 6. The figure represents the “Partnership
Pyramid Puzzle* where each of the elements is interconnected, meaning that if one of them
fails, it will affect all the other elements. Everything begins by setting a strong foundation
which is the first element and contains requirements for both partners. One of the main
requirements is that the partners share cultural values, are committed and create added value
to the business. On the company side there should be a partner strategy which focuses on
describing how to utilize dealers, what are the expectations and supporting mechanisms.
Educational partner program is intended for dealer onboarding but also provides general
guidance for managing the partnership, helping with sales, and teaching how to serve
customers. On the dealer side it is important that there are dedicated champions to promote
the case company internally, investment capability to develop business, and most of all

interest to create value for themselves and the partner.

Relationships is the second element which includes people and business-related

requirements. Open communication between people, honesty, reciprocity, and support
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especially in urgent instances creates trust which is key in creating sustainable relationships
in both individual and company level. Continuous learning and competence development
ensure that shared customers are properly served while also increasing knowledge within the
organizations about the partner’s operations. Business-related requirements include the
exchange of goods and services which generate revenues and more importantly keep the
businesses running. Documented processes and policies minimize conflicts between the
partners and create rules for the relationship. Sharing of business data via connected systems

creates transparency and basis for development discussions.

Engagement is the third element which creates motivation, commitment, continuous
development and is the driving force in the partnership. It includes requirements which ties
the partners mutually to find ways to profitable serve shared customers. This is the most
important element to be developed for the case company and its dealers. In strategic
partnerships the partners are required to have a shared vision and strategy to reach common
goals. Mutual investments, scorecards, and dependencies on both sides create a need for
engagement. Detailed one-on-one business reviews with the partner, along with transparent
information sharing, raise the awareness of profit-generating methods. Purpose is also to
identify paint points and assign corrective actions before bigger conflicts emerge. Meetings
together with all the dealers enable effective gathering of feedback and communicating the
strategy, in addition in awarding best performers thus creating internal competition. It is also

a good chance for the dealers to share best practices with each other.

2 *
2

Driving Force
Requirements which drive

partners to profitably
serve shared customers

“ —

People Business
People related requirements Business related requirements
which create sustainable which create exchange, added
relationships value, transparency and rules
i P
I E
% J=
Company Partner

Company related requirements which support Partner related requirements which support
the partner strategy the company strategy and create value for both sides

Figure 6. Partnership Pyramid Puzzle, elements and requirements for strategic partnerships
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To conclude, the case company has made substantial savings by establishing the dealer
network, and a solid foundation has been built for future work. The company now needs to
focus on developing the relationship and engagement elements if it wishes to form strategic
partnerships with its dealers. Furthermore, a well-defined partner strategy would help to
clarify the utilization and support of the dealer network for a broader audience, including
other divisions. It is also important to remember that each partnership puzzle is unique and

requires adaptation to find the right pieces to achieve the desired outcome.

5.2 Requirements for creating strategic partnerships

This subchapter is meant to provide short descriptions of the requirements found within the
partnership elements seen in Figure 6. Requirements for each main element are shown below
in Figure 7. These will serve as a practical guidance for the case company in transforming
business relationships into valuable and sustainable strategic partnerships. Based on the

findings, there are multiple elements and requirements for both sides that affect in creating

stronger partnerships.
Foundation Relationships Engagement
Company related requirements g People related requirements which Requirements which drive partners to
which support the partner strategy L | | create sustainable relationships W profitably serve shared customers f
Commi , Continuous and Motivation

Partner strategy Trust (individual and organizational) Shared vision

Leadership model Open communication Shared strategy

Supportive organization at all levels Conflict management Shared goals and KPIs (scorecard for both sides)
Governance (risks, patents, legal agreements) Support teams (front and back line) Mutual investments

Educational partner program Learning and competence development Mutual dependency

Reciprocity Business reviews

Partner related requirements it

which support the company strategy Business related requirements which - :

and create value for both sides create exchange, added value, - E Annual event with all business partners
T transparency and rules S

Value creation Equipment sales, aftermarket parts and services

Competence (including development program) Offering development and innovations

Capability (including investments) System integration and data sharing

Resources (people, facilities and systems) Procedures and processes

Dedicated champions (sales and technical) Policies (including pricing, return policy)

Potential and ambition (business planning) Win-win environment

Figure 7. Requirements for strategic partnerships
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THE FOUNDATION ELEMENT
e Requirements meant for the company to support partner strategy:

Partner strategy: Partner strategy defines the framework and describes how the partners
are utilized, what are the expectations, governance and supporting mechanisms. Documented
strategy relays the message for the whole organization. This creates a culture of commitment

and sets the tone for the partnerships on the company side.

Leadership model: As the decision making happens mostly outside the company, there is a
requirement for a new kind of leadership model that promotes empowerment. Processes,

procedures, policies and responsibilities must be well documented and informed.

Supportive organization at all levels: Supportive resources are required at all levels in the

organization. This will ensure interaction, communication and prompt actions.

Governance: Partnerships are required to be monitored, guided and governed so that issues
can be addressed in a formal way. Setting up an advisory board will ensure engagement with
the partner and help to develop the partnerships. Emerging risks, handling of new patents

and changes in legal agreements will need to be assessed as well.

Educational partner program: Intention of the educational partner program is to prepare
the partners to sell the company's products and services, but also to teach how to provide
superior customer service. Program also includes a guideline document meant for
onboarding and developing the partners in different phases of the business. There should be
various levels in the program that awards the partners with certifications. Certified partners
are then verified and presented, for example, on a company website to assure customers that

they are well taken care of.

o Following requirements are meant for the partner which support the company

strategy and create value for both sides:

Core values: It is required that the partner’s core values match with the company to
minimize conflicts in working cultures and assuring that both sides drive towards same kind

of behaviour internally and externally towards customers.
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Value creation: It is required that the partner provides added value for the company’s
business and customers, but the partner also seeks value from the company. Value creation

needs to be evaluated constantly from both sides.

Competence: The partner is required to have competent and capable people to sell the
products, develop the business and serve shared customers. Competence development

program within the partner’s organization assures continuance.

Capability: The partner is required to grow the business with investments, but also have

capability to attract and hire competent people.

Resources: The partner is required to have people to support the business, but also facilities

with proper tools and systems for supporting business development.

Dedicated champions: One of the keys to successful partnerships are dedicated champions
within the partner’s organization. The partner is required to nominate champions for both

sales and technical side.

Potential and ambition: It might not be always beneficial to choose the biggest partner, but
the one who has most potential and ambition. The partner is required to demonstrate potential

through proper business planning.

THE RELATIONSHIPS ELEMENT
e People related requirements which create sustainable relationships:

Trust: Trust is required to be built in both personal and organizational level. This will take
time, but the partners must be able to trust each other to share information, drive the business

and initiatives together. Trust is the most important requirement for developing relationships.

Open communication: Open and honest communication is required to build trust,

relationships, develop the business and address problems before they come bigger conflicts.

Conflict management: There will be always conflicts no matter how good the partnership
is. Partners are required to handle conflicts together but also utilize the advisory board for

broader discussions with other dealers if needed.
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Support teams: Partners are required to have support teams in both front and back line to
address issues quickly and serve the shared customers. This will also create communication
on many different levels in the organization which will affect in creating trust and deeper

relationships.

Learning and competence development: Learning about the partner’s operations will
increase interactions between the people and organization. The company is required to
provide competence development and ensure that the partner has latest information to sell

and maintain the products.

Reciprocity: Partners are required to show reciprocity as partnership is not a one-way street.

Returning favours will affect positively in creating trust and relationships.

o Following requirements are related to the business which creates exchange, added

value, transparency and rules:

Equipment sales, aftermarket parts and services: The company is required to provide
goods, and the partner is required to sell equipment, aftermarket parts and services to keep

the business running. This will keep the partnership active and ensure interest on both sides.

Offering development and innovations: The partner is required to provide feedback from
the customers to the company for offering development and innovation purposes. The

company is required to work towards in developing the products and services.

System integration and data sharing: The partners are required to share data for example
via ERP (Enterprise Resource Planning) systems to ensure equipment and spare part

deliveries. This will create visibility and increase awareness of the partner’s operations.

Procedures and processes: The partners are required to define and document procedures
and processes that will help in dealing with the daily operations and solving issues in an

effective way thus mitigating conflicts.

Policies: The partners are required to provide visibility into policies such as pricing and parts

returns, thus increasing awareness of the partner’s operations and mitigating conflicts.

Win-win environment: The partners are required to work towards in creating a win-win

environment where both are gaining and investing back to the partnership.
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THE ENGAGEMENT ELEMENT

e Requirements which drive partners to profitably serve shared customers and create

commitment, continuous development, and motivation:

Shared vision: The partners are required to have a shared vision of the partnership's
expectations and objectives that will engage both sides in developing the business and

organizations.

Shared strategy: The partners are required to develop a shared strategy, and tangible

execution plans to achieve the vision together.

Shared goals and KPIs: The partners are required to have shared short and long-term goals
to engage people and organizations. KPIs and scorecards on both sides will help to monitor

progress and address potential issues.

Mutual investments: The partners are required to make mutual investments to drive the

business forward and work towards a win-win situation.

Mutual dependency: Mutual dependency of resources between the partners will allow the
organizations to focus on building key competencies, thus ensuring interaction, engagement,

and the development of sustainable and deep relationships.

Business reviews: The partners are required to have regular business reviews together that
will increase awareness of the partner’s operations by monitoring business development and

helping to identify potential issues but also success factors.

Shared customer visits: The partners are required to make shared customer visits to
promote co-operation, collect feedback and demonstrate shared responsibility in the

partnership.

Annual event with all business partners: The company is required to arrange annual events
with all the partners to discuss about new offerings, but also to talk about success stories,

share best practices, and award top performers to create competition among the partners.
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5.3 Value of the thesis for the case company and practical implications

The thesis has provided valuable information for the case company about partnerships by
studying academic literature, connected theories and interview data from both parties. This
sort of work has never been done in the case company in such extent. The purpose was also
to highlight the dealers' importance and potential. The case company is now more aware of
the matters that are important to the dealers and their ambition, but also hidden signals that
might arise if the company does not take any actions and support the dealers. For validation
and reliability purposes there have been multiple check points during the research work.
Findings have been analyzed in internal workshops, in addition with dealers which were not
part of the original interviews. The reviews offered valuable insights and assurance about

the results.

Main contribution of the thesis is a practical guide for the case company and its dealers of
the elements and requirements for strategic partnerships. However, it is important to
remember that each dealer is unique thus the requirements can be flexible. The primary goal
i1s to ensure that both partners benefit from the partnership, have common goals, open
communication, trust each other and drive development together to serve mutual customers.
It will depend on the case company’s partner strategy with whom it wants to develop

strategic partnerships and what it wants to accomplish in the future.

During the internal workshops it was discovered that the results can be also used for
managing strategic key accounts. These kinds of partnerships require building long lasting
relationships where both parties are learning, developing and generating revenues. Account

managers can use this information for improving their actions with the partners.

In addition, the thesis supported creation of the dealer management guideline document with
suggestions for different stages in the partnership. It will help the case company in selecting
and onboarding the dealers, but also show how the dealers could develop business during

the partner lifecycle.
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5.4 Limitations and proposals for the next steps

General limitations apply for the thesis, meaning that the literature review could have been
even more extensive. There was still very valid information in the literature that was used, a
mix of older and newly published articles. The research was focused on some of the main
studies that were found to be useful for analysing partnerships and providing valuable
insights to answer the research questions. Thesis was done as a qualitative study thus the
focus was more on the context. Interview questions were created to cover different
partnership areas, but also to find something new and valuable which would be beneficial
for the case company. Findings from the interviews were based on a rather small dataset,
and obviously more data would have provided better assurance. However, it turned out that
different types of dealers which were selected and responses from the case company offered
excellent information for the partnership analysis. In addition, the findings were discussed

in several workshops which provided good additional data.

This thesis will provide the case company opportunity to use the interview questions or
findings to survey also other dealers and determine if they agree with the outcome. Strategic
partnership elements and requirements can be reviewed in the dealer advisory board to raise
awareness, get feedback and take necessary actions to gain more from the partnerships.
Segmentation of the dealers would be beneficial to find out if some of them need special

attention and which ones could be considered already as strategic partners.

There is great potential in the dealers, and the case company must continue the good work
that has started while engaging even more. The dealers can also leverage their peers by
sharing best practices and working together to form a dealer-to-dealer network that is meant

to support the shared customers.

5.5 Recommendations for the dealer management guideline document

The thesis will also provide suggestions for the dealer management guideline document
which is meant to assist both the case company and its dealers in different phases of the
partnership. Kohne (2019,89) emphasizes the need of a well-established partner

management to succeed in partnerships. Its purpose is to describe how to deal with the active
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partners and suggests defining a partner lifecycle that consists of onboarding, engagement,

partnership and also termination.

The dealer management guideline document will explain the actions, considerations and
responsibilities for phases starting from the dealer selection and containing onboarding,
execution, monitoring, developing, in addition termination. It is meant to describe for
example way of working, supporting mechanisms, procedures, policies, and practical tasks.
These will be partly based on the results of the thesis, but also according to the internal
workshop discussions about the subject. The completed guideline document will be done by

the case company later with more detailed descriptions of the phases and related tasks.

I have created a simplified table of the six different partnership phases as shown in Table 6.
It helps in visualizing the tasks but also in discussions when developing the guideline. The
phases and tasks are shown vertically, and responsibilities horizontally in different colours.
The red area indicates that the execution, monitoring, and developing phase require
continuous engagement between the partners. The responsibilities are divided between the
partner and the case company, which the latter one has also 1 and 2™ tier of support. The
case company’s sales area also known as the front line, is responsible for most of the partner
support thus it has been named 1* tier. The aftermarket and equipment divisions support the

front line with administration and when it is unable to solve something independently.

Table 6. Phases of the partnership

RESPONSIBLE SELECTION ONBOARDING EXECUTION MONITORING DEVELOPING TERMINATION

Actions when selecting Onboarding the partner for a Generating business and Monitaring business Developing business How to properly close
a partner smooth start developing relationships success and partner strategy and execution business
performance plans

Core values v Assign key contacts Sales of equipment, Reporting tools. Strategy and v Inform
Value creation {champions for sales + parts and services Business review I
Competence ‘technical) Customer events and Key i v
Resources Setup workshop visits Indicators Competence

Business planning Parts stocking Marketing development
Branding Bulletins follow up

1% TIER OF SUPPORT

2 TIER OF SUPPORT
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First phase of the partnership is the selection of a partner. As discussed in the thesis this is a
critical phase in creating the partnership foundation and the partner must be assessed
carefully whether it is suitable for the case company and is able to create added value. Partner
is required to provide information about their values, competences, resources and
demonstrate business planning skills. Sales area is then required to do the extensive
assessment of the partner’s operations and share information with the back line for review.
Together with the legal department it will create the legal contract along with the terms and

conditions. Sales area will do the final decision and sign the contract.

Second phase is the onboarding phase, which prepares the partner both commercially and
technically. Main responsibilities for the partner are to nominate champions that will be the
key contacts and setting up the workshop with proper tools which will be provided by the
case company. Partner will be required to brand the facilities, service trucks, personnel
apparel, and website so that the partnership with the case company is also shown visually.
Onboarding is the most time-consuming phase for the sales area, but it will need to be done
thoroughly as it integrates the partner to the case company’s business. It includes the obvious
such as product and sales training, in addition general education about policies, procedures,
processes and code of conduct. Sales area is also required to nominate key contacts for the
partners. Onboarding should include discussions about the shared vision, expectations and
KPIs. Aftermarket division is required to setup access rights to the digital channels where
the partner is able to download marketing materials, order spare parts, check aftermarket

upgrades, monitor fleet data, view product bulletins and input data to CRM system.

Third phase is the execution phase. In this phase the partner has competence and capability
to sell the equipment and provide services to the customers. The partner moves into more
independent mode, but the sales area and divisions are prepared to support when needed.
The case company and the partner are encouraged to do shared customer visits and have
common booths at exhibitions. In this phase the active communication is vital between the

partners to have successful sales, satisfied customers and building up relationships.

Fourth phase is the monitoring phase, which consists of analysing the business success and
key performance indicators. It is not meant only for the partner but also the case company to
follow up partner’s performance and provide support if needed. The partner is required to
develop their own reporting tool which provides not only financial information of the

equipment and aftermarket sales but also for example customer NPS results. These can be
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the reviewed together and compared against potential what the business is able to generate

or against another comparable dealer.

Fifth phase is the developing phase. It includes developing the business strategy and
execution plans together to stay competitive by retaining current customers and finding new
ones. Monthly meetings held with the key contacts assures that the plans are followed and
corrective actions taken when required. Annual business plan communicates the partner’s
targets for the case company. The case company’s sales area is also responsible to arranging
annual meeting to review the business results. Competence development is an ongoing
process in both organizations, but it is also good to review that people are learning both sides

and addressing any gaps.

Sixth phase addresses the possibility of a partnership termination. Its purpose is to describe
actions that will ensure customers are taken care of, and the partner’s exit process is handled

properly in accordance with the legal contract.
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Appendix 1. Interview questions for the dealers

General information

Your name, position and years in the company?
How many years has your company worked as a dealer for “the company”?
Can you describe the process in becoming a dealer for “the company”?

Partnership meaning, reasons, expectations and current status

How do you understand partnership, what does it mean to you?

What are the key elements in your opinion?

What was the reason “the company” chose your company as a dealer?

Why did you choose to partner with “the company”?

Are “the company” products important for your business and in which way?

Do you know what “the company” expects from your company?

What do you expect from “the company”? Have you expressed expectations somehow and have you
seen improvements?

Do you consider “the company” as a partner or do you feel it is just a relationship?

How is the partnership/relationship seen in real life?

During your time as a dealer with “the company” have you noticed any difference in the
partnership/relationship for better or worse? If yes, what do you think is the main reason for the
change? How would you improve the situation?

Is the partnership/relationship profitable and beneficial for you? Is there a win-win state?

Do you think deeper relationship would gain better and profitable business?

Engagement and strategy alignment

What kind of interaction do you currently have with “the company”? Only parts and equipment
sales or something deeper?

In which ways do you invest in the relationship?

Do you feel “the company” is investing in the relationship? How is this seen?

Do you have a strategy or execution plans in place related to “the company” products?

Are you aware of “the company” strategy? If yes, is there any alignment with the strategies?
Do you think “the company” could help in developing or executing your company’s strategy?

Resource dependency, capabilities, tools and data sharing

Do you have all key resources within your company, or do you also rely in for example “the
company” provided resources? What kind of resources are you using from 3™ parties or “the
company”?

Are the “the company” provided resources creating value for your company and which way? Does
“the company” have capability to support?

Are there some resources currently missing but would be beneficial to develop business?

Are you sharing any data with “the company”? If yes, do you know if “the company” is using the
data for your benefit as well?

Is “the company” sharing tools, systems or data with your company? If yes, how is it helping your
company?

What kind of data, tools or systems would be valuable for your company that “the company” could
help to provide?

Recommendations for improving partnerships

What would be the main things you would develop to gain a stronger partnership? Short term and
long term.

What could “the company” learn from other OEMs to be a better partner?

Would you be willing to co-operate with other dealers?



Appendix 2. Interview questions for the case company

Partnership meaning, expectations and current status

*  How do you understand partnership, what does it mean to you?

*  What are the key elements in your opinion?

*  How is the partnership seen in real life?

* Do you know what dealers expect from “the company”?

*  What do we expect from dealers?

*  Have you expressed expectations somehow and have you seen improvements?

*  How do you feel is the current level with dealers? Is it only transactional or more like partnership?

Engagement and strategy alignment

*  Are you aware of dealers’ strategy? If yes, is there any alignment with “the company” strategy?
*  What kind of interaction do you currently have with dealers?
* In which ways do you invest in the relationship?

Resources, roles and capabilities

*  Can you tell what kind of roles and responsibilities we have in “the company” that are working with
dealers?

*  Are there some resources currently missing but would be beneficial to gain stronger partnership and
to develop sales?

Tools and data sharing

*  Are you sharing any data with dealers? If yes, do you know if dealers are using the data to benefit
“the company” as well?
*  What kind of data, tools or systems would be valuable for “the company” if dealers could provide?

Current challenges in partnership

*  Are there any obstacles at the moment in creating win-win environment and create true partnership?
*  What could we learn from other OEMs how they handle partnerships?



Appendix 3. Pre-study questions for the dealer event

Long-term orientation (Ganesan, 1994)

*  We believe that over the long run our relationship with this partner will be profitable
*  Maintaining a long-term relationship with this partner is important to us
*  We focus on long-term goals in this relationship

Credibility trust (Ganesan, 1994)

*  Promises made by this partner's representative are reliable

*  This partner's representative is knowledgeable regarding his/her products
*  This partner's representative does not make false claims

*  This partner's representative is open in dealing with us

*  This partner's representative is able to answer our questions

Benevolent trust (Ganesan, 1994)

»  This partner's representative has made sacrifices for us in the past
»  This partner's representative cares for us
*  We feel the partner's representative has been on our side

Strategic intent (Johnson and Sohi, 2001)

*  We have a strategy that will benefit also our partner
*  We are reconfiguring resources into new competitive advantage
*  We are going to put focus on winning in the marketplace

Affective commitment (Kumar et al., 1995)
*  Our loyalty to this partner is a major reason we continue to put effort in this relationship
*  We want to stay associated with this partner because of our allegiance to it

Relational tendency (Johnson and Sohi, 2001)

*  Close partner-type relationship with this partner offers a major advantage in doing business
*  Teaming up and working closely with partner allows us to be more effective
» It is appropriate to share proprietary information with our partner if it is useful to do so

Reciprocity (Johnson and Sohi, 2001)

*  We are always willing to do this partner a favor because it will be returned

»  This partner is always willing to do us a favor because it will be returned

*  This partner always helps us and we do likewise

*  We feel obliged to do our part extremely well in this relationship because partner has done their part
so well

List top 3 matters that would make “the company” a better partner to your company



