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Abstract

This research paper focuses on collaborative relationship within supply chain dyads. It
is argued that the sufficient financial returns are critical for collaboration to occur. This
research proposes a model that illustrates several factors which affect the potentiality of
partners to collaborate and the intensity of their collaboration. The model was verified
and modified through in-depth interviews within two case studies dyads.
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Introduction

Today, enterprises are operating in a highly competitive environment with no boundary
limits. Responding quickly to satisfy customer needs becomes a major concern for each
firm (Yih Wu, et al, 2004). It is widely accepted nowadays that in the new millennium
competition will be between value chains, which efficiently and effectively integrate
their competencies and resources in order to compete in the global economy (Bititci et
al. 2007; Bititci et al, 2003). The complexities of today's organizational environment
suggest that effective management must be applied not only within organizations, but
also to inter-organizational relationships (Huxham and Macdonald, 1992).

Markets globalization and the current severe competition forced companies to
rethink and restructure their businesses and strategies (Gunasekaran et al, 2004 and
Stank et al, 1999) and strengthen their competitive advantage through collaboration
(Simatupang and Sridharan, 2004). Barratt and Oliveira (2001) identified that the new
competitive era are causing suppliers, manufacturers, wholesalers and retailers alike to
rethink their strategic initiatives with their supply chain partners.

Despite many considerable efforts by organizations and their business partners,
supply chain collaboration is to a large extent still unachievable (Barratt and Oliveira,
2001) and its implementation, in general, has been slow (Whipple and Russell, 2007).
Evidence suggests that the likelihood of disappointing outputs is high (Vangen and
Huxham, 2003), 70 % of collaborative enterprises fail (kanter, 1990).

Trying to understand why, how and when collaborative initiatives prosper is of
important consideration not only for academics but also for practitioners who face the
challenge of making collaboration promises a reality. In recent years, several
paradigms, frameworks and models were developed and used by academics to
understand why some collaborative supply chains create value while others failed
(Fawcett et al, 2008). Yih Wu, et al (2004) identified that there are still very few studies



that integrate through framework and demonstrate, empirically the determinants of
supply chain collaboration.

This research focuses on collaborative relationship within supply chain dyads with a
hybrid of factors to be examined. The research argues that the sufficient financial
returns are the most important motive for companies to undertake business
collaboration. The primary aim of this paper is to understand and discuss the different
factors that affect the collaborative potential and intensity. The research contends that
power differences and variation in innovation levels, even in the form of critical or
confidential information exchange, play a significant role in shaping business
relationships and determining the appropriate intensity of collaboration between
business partners. Ignoring these two factors may cause the abortion of any
collaborative initiatives. Hence, the typical research questions would be:

Question 1: what are the factors that affect Collaborative potential?

Question 2: How can partners identify the appropriate collaborative intensity?

Question 3: To what extent the collaborative intensity affects their satisfaction?
Question 4: what is the role that gap in power and variation in innovation levels
between business partners play in collaborative practices?

Research Methodology
This research is of an exploratory nature. It started with some unstructured interviews
with consultants, academics and practitioners in one of the developing countries
(Egypt). The aim behind the interviews was to explore the problems that companies are
facing within the supply chain and to scope the literature about factors contributing to
successful collaboration.

This was followed by extensive systematic literature review. This was done through
preparing a scoping study (Tranfield et al, 2003). The aim was to identify high quality
relevant literature to clearly understand the dimensions affecting the business partner's
relation in collaborative ventures. Specific management databases, such as Web of
Knowledge, Emerald Insight, ABI Inform and Science Direct, were investigated.

Abstract and citation search was carried out according to some inclusion and
exclusion criteria. Because this research has a particular interest in collaboration
between manufacturing companies, empirical studies focused on service sector
companies are excluded. Studies focusing on information technology merely and
papers written in other languages rather than English are also excluded. This research
utilized 30 usable relevant articles.

After the literature review phase, the researchers were able to propose a theoretical
framework drawing the relations between the different factors that affect collaborative
potential and collaborative intensity and their interrelations.

A case study approach was chosen to investigate the relations between collaborative
business partners and the factors that may affect the success of the relation. Case study
research provides in-depth investigation and allows the researcher to fully understand
the different factors within its organizational context and to draw conclusions based on
real world data. The data was collected through a series of in depth semi structured face
to face interviews and telephone interviews with key managers that are in a direct
contact with the other partner within the case study companies.

The authors prepared a case study review protocol. The protocol provides guidelines
to ensure that the data can be collected, presented and analyzed in a repeatable and
reliable manner by a number of different researchers and ensuring that the data is
appropriately triangulated. A final preparation for data collection is to conduct a pilot
case study to try out the protocol and identify its suitability. Respondents were asked to

2



review the primary reports prepared and identify whether they represent a fair reflection
to the situation and the discussion undertaken during the interviews.

The research unit of analysis is the dyadic relationship between business partners in
supply chains. Each case study represents a dyadic relation between two business
partners. This means that the relation was assessed from both view sides of business
partners. It is contended that this dyadic relationship should be understood in far more
details. This dyadic relationship is considered as a major indicator to the relation
between various supply chain partners (supply chains comprises various dyadic
relations between partners).

Anonymity was guaranteed for participants as all interviewees asked that anonymity
had to be guaranteed as the subject is delicate and can have negative impacts on their
relation with their partners.

Since the extant literature does not provide clear-cut answers to the research
questions, this case study research is designed as an exploratory and theory building
study. Two case studies, each case represents a dyad, operating in two different cultures
helped to gain insights into the conditions and specifics of successful collaboration. The
theoretical model, developed from the literature, needs to be verified and modified
empirically till it reaches its final form. The model was tested against the first dyadic
relation with the aim of identifying its suitability and modifying it in accordance to the
real world data. The modified model was further tested against another dyadic relation
and modifications were made.

Literature and model development

Collaboration means seeking mutual benefits (Parung and Bititci, 2006) and working
together towards a common aim (Bititci et al, 2004). It occurs when two or more
independent companies work jointly to plan and execute supply chain operations with
greater success than when acting in isolation (Whipple and Russell, 2007; Huxham and
Macdonald, 1992, Vangen and Huxham, 2006). The collaborative supply chain
continues to be adopted by organizations as a medium for creating and sustaining a
competitive advantage (Fawcett et al, 2008).

Collaborative potential:

Bititci et al (2007) developed the synergy model with the aim of understanding the
reasons behind the high failure rates of collaborative ventures and assessing partner's
readiness to collaborate. The model identified strategic, operational, cultural and
commercial synergies as the essential factors that would increase the chances of
success for future collaborative enterprises.

The strategic synergy highlights the importance of having sufficient returns
providing suitable ground for top management to be committed in a close relation. The
operational synergy and cultural synergy can be seen as a platform for having suitable
organizational culture and establishing sufficient levels of trust and commitment
between partners. While the commercial synergy reflects the needs for sufficient return
on investment (ROI), for both parties, which make them, buy-in a collaborative venture
(Bititci et al, 2007).

It should be noticed for companies that collaboration requires commitment of
substantial resources, especially in the form of time and effort. Only enough economic
incentives can improve the integration (Yih Wu, et al, 2004). In other words, to invest
in a relation and undertake close collaborative relations there should be acceptable
amount of return on this relation.



The key to achieving desired collaborative breakthroughs is to establish wide spread
strong managerial commitment to SCM (Fawcett et al, 2006). Commitment means that
members are willing to make short - term sacrifices to maintain their long- term
relationship (Yih Wu, et al, 2004) and the enduring intention to develop and maintain a
relationship in the future (Duffy, 2008). In addition, top management commitment
should empower and facilitate employee's participation to make them committed to
their work (Chin et al, 2004). This also can convey the commitment to different
employees and build supportive business culture to collaboration.

Building supportive corporate culture is an improtant prerequisite to collaboration
(Chin et al, 2004). Supporting business culture enables partners to communicate and to
exchange information freely. Communication provides the platform for frequent mutual
exchange of meaningful and timely information between firms (Yih Wu, et al, 2004).
Culture that is supportive of trusting behavior and openness will be of great benefit to
supply chain members (Chin et al, 2004).

This leads to the third factor, which is trust. Trust within relationships is important
for all firms to operate within their collaborative relations (Batt and Purchase, 2004).
Trust is defined as the willingness to rely on your partner (Yih Wu, et al, 2004). It is the
belief that the partner will perform actions that will result in positive outcomes for the
firm and not to take unexpected actions that may result in negative outcomes (Batt and
Purchase, 2004).

Although the synergy model emphasized that these factors are essential for
collaboration to succeed, it is our contention that these factors only represent the
platform for any collaboration venture. It identifies the collaborative potential of
partners.

Determinants of collaborative intensity

Power plays an important role in determining the nature and level of supply chain
integration (Skjoett, 2006 and Cox et al, 2004). However, empirical research on power
and dependence is still limited (Caniels and Gelderman, 2007). The concept of power
remains under-explained in a business relationship context (Hingley, 2005).

Supply chains are complex power structures (Watson, 2001), in which at many
times, one party has more power than the other, because one party is more dependent
on the other (Gelderman et al, 2008). However, Kumar (2005) identified that there is a
scarcity in finding complete power in a relation. In general, he pointed out that business
relations are characterized by interdependence power structure.

Over the past 15 years, several publications emphasized that the most appropriate
way for partners to manage their relationship is to eschew short- term and adversarial
approaches in favour of more transparent, equity-based, win-win and long-term
collaborative ways (Cox, 2004 A).

It is contended by the relationship marketing literature that power imbalance has no
place in close partnerships (Kumar, 2005). Previous research has empirically
demonstrated that coercive influence strategies have negative effects on partners'
relationships (Gelderman et al, 2008) which may lead the dominated party to resist or
even dismiss the relation. Hingley (2005) identified that power can change in a flux
between parties, even within an ongoing relation. Gaski identified that at the moment
the dominated partner finds alternatives or find unacceptable abuse of power, he will
strive to change the situation and, as mentioned by Kotter in some cases a retaliation
strategy may be applied (Gelderman et al, 2008). Regardless of the value created by the
collaborative relationship, there must be an equity division of the relation returns
(Kumar, 2005).



On the other hand, (Watson, 2001) identified that the power structure may challenge
the search for a totally integrated supply chains. Cox (2004 A) pointed out that
although collaborative, equity based approaches can be made to work. He highlighted
that it only works when business partners have a clear interdependence on each other.
He added that when one party dominates the relation, the dominated party will have to
pass value to the dominant party while making only low returns (Cox, 2004 A and
Skjoett, 2006). Collaboration does not follow an equity-based approach nor is it
characterized by high levels of trust, but it is about naked power (Cox, 2004 A, B). In
general, Cox (2004 A) emphasized that the appropriate sourcing strategy for a buyer
depends on the power and leverage circumstances that they find themselves in.

It was noticed that there is a lack of consensus in literature about how power affects
partners relation, how power differences between business partners is managed and
how power affects the intensity of collaboration. It is clear that the issue of power
needs further exploration especially between collaborative business partners.

The nature of the market determines the desire of each party to undertake close
relations. When a trade partner provides important and critical resources, for which
there are few alternative sources of it, the other partner desire to keep the relation intact
increase (Yih Wu, et al, 2004).

Collaboration requires the co-ordination between different functions among different
partners. It involves the disclosure of crucial information between business partners. It
may involve the sharing of design, new product development and production data
among the collaborating partners (Skjoett, 2006).

Collaborative intensity
Despite extensive writing in the area of characterizing partnerships, researchers state
that the concept of partnerships, their nature and attributes are still poorly understood.
Previous research identified that inter-organizational relationships are positioned in-
between continuum anchors of market transactions and vertical integration (Duffy,
2008 and Kanter 1994).

Duffy (2008) developed a framework that highlights the different aspects of
relationships to identify factors that differentiate between partnerships and lesser
coordinated relationships. He pointed out that the increased level of coordination and
integration are indicated by the presence of increased interaction, information exchange
and higher levels of joint activities.

As proposed by the model (Figure 1), it can be inferred that management
commitment, business culture and trust are the main drivers for partners to undertake
collaborative relations (collaborative potential). Power differences, innovation levels
and market competition are the platforms for identifying the intensity of collaboration.

Collaborative Management Trust Level of Power Nature of
Culture Commitment between Innovation Relationship Market
from Parties Partners Competition

\4 \ 4 \ 4 \ 4 A 4 \ 4

\ 4

<+—— Collaborative Potential — <+— Collaborative Intensity —

Figure 1 — Proposed Model for Collaboration



Case studies and findings

Two case studies were deeply investigated against the proposed model. Each case
represents 2 business partners with close relations with each other. The first case study
represents a dyad operating in the Whisky industry in UK. The second case study
comprises two companies operating in the FMCG market.

First case study

The first case dyad comprises two SME companies, partner 1 and partner 2. Partner 1 is
providing bottling activities to partner 2. They have had a long standing history of
cooperation. They started their first formal collaborative venture 4 years ago; when
they used SME excel methodology, facilitated by University of Strathclyde, for
quantifying and demonstrating the benefits of their future collaboration.

Their participation in the SME excel project created the desire from both sides to
collaborate with each other. The ability to quantify the benefits from collaboration
encouraged the top management to advocate collaboration. Top management was able
to demonstrate the benefits of collaboration to different employees' levels, thus
implanting the first root of supportive business culture. Besides, the good and long
standing personal relationship between the top managers provided the suitable platform
for trust to exist. The presence of trust and supportive culture supported by top
management commitment provided a good opportunity for partners to collaborate.

The previously mentioned factors are not enough for the relation to succeed. The
asymmetric power relation between partners and the nature of market competition can
easily disturb the relation. Partner 2 can be seen as being more powerful as he
represents 50% of the other partner's total sales. The ease of moving from a bottler to
another amplifies the power difference. Besides, the market competition for partner 1 is
severe as there are many other bottling companies competing with each other.
Exploiting this power difference and the market competition unwisely may cause the
abortion of this collaboration. In fact, partner 2 exploited these factors wisely and was
able to find a clear win-win situation by doing all it's bottling with partner 1.

The re-branding project undertaken by partner 2 can reflect the effect of innovation,
even in its simplest form of exchanging confidential information, on the relation.
Partner 2 disclosed the information about their new design exactly at the needed time
for partner 1 to re-adjust their machines for the new product, which in practice were not
enough. Partner 2 admitted the short notice and they jointly prepared a contingency
plan to coordinate all the activities till the launch of the new design. This can reflect
how any increase in the level of innovation can disturb the relation and the exchange of
information between partners.

In the pace of collaboration, both companies undertake regular weekly meetings
through which they exchange information. Their perception is that they usually receive
the information they need on the right time and that they never suffer from any lack of
information. Top management commitment to collaboration was further reflected in
providing joint training and awareness trainings for new employees about the other
partner's operations. Moreover, partner 2 invested in partner 1's factory to improve its
production capability. Such training activities increased the awareness of each partner
employees with the importance of the role of the other in the business.

The aforementioned collaborative activities demonstrated that the factors of using
power wisely, the severe nature of market competition and the level of critical
information exchanged form together the basis to identify certain level of collaboration
between business partners. Although there is absence of joint assessment or
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collaboration performance measurement, collaboration tools for managing the relation,
joint forecasts and IT linkage, both partners are quite satisfied with this level of
collaboration and are not willing to do more, at least in the near future. The prevailing
relation is able to produce acceptable business results for both sides. This supports the
idea of intensity of collaboration with very acceptable results for both partners. It is
clear that carrying out more activities will not add more to the relation.

Second case study

The second case dyad comprises two companies, partner 1 and partner 2. Partner 1, an
SME operating in Saudi Arabia, is providing raw materials to partner 2, a multinational
company serving North Africa and Middle East. They have had a good history of
cooperation and business transactions. They started their collaborative venture when
Partner 2 announced its supplier development program. Partner 2 classified their
suppliers into gold, silver and bronze in accordance to the amount spent with this
supplier each year and the degree of market complexity. Partner 1 was classified as a
gold supplier which reflects their close relations.

The supplier development project is a clear demonstration from the multinational
company to pursue collaborative relations with its gold suppliers. Partner 1 identified
explicitly his commitment to have close and collaborative relation with the
multinational partner. The ability of the multinational company to cause breakthrough
improvements to partner 1 company was another reason for its management to pursue
close relation with this partner. Training courses were conducted by the multinational
company to its partner to build suitable business culture for collaboration. Besides, the
good and successful history of the relationship between the two companies provided
the suitable platform for trust to exist. The presence of trust and supportive culture
supported by top management commitment provided a good opportunity for partners to
collaborate.

However, the asymmetric power relation between partners can easily disturb the
relation. The multinational company can easily be seen as being more powerful as they
represent 50% of the other partner's total sales. Exploiting this power difference
unwisely may cause the abortion of this collaboration. Although, the market
competition for partner 1 is quite smooth, the financial abilities of the multinational
company can provide them with other sourcing opportunities easily. In fact, the
multinational company exploited these factors wisely and was able to find a clear win-
win situation by creating a clear interdependence relation through sourcing 80% of this
type of raw material from partner 1.

The launch of new products by the multinational company can reflect the effect of
exchanging confidential information on the relation. The multinational company
usually shares this kind of information with their partners. The partner's perception is
that they usually receive the needed information at the right time and they never suffer
from any lack of information. Both companies undertake regular weekly meetings
through which they exchange information.

In their way to collaborate, they jointly developed a cost model to automatically
calculate selling prices. The cost model comprises the commodity price, conversion
cost, logistics cost and profit margin. With every increase or decrease in the commodity
price, the cost model automatically changes the selling price without any further
negotiations. Currently, they are jointly preparing scorecard to measure and assess the
performance of their collaboration. The performance measurements include measures
for cost, quality, delivery and other important KPIs. They are also preparing loss tree in



which they analyze all problems they face, identify opportunities for improvement and
discover any cost saving opportunities.

In addition, further training conducted by the multinational company to the partner's
employees and the fact that the multinational company attended orientation programs
on partner 1's site can demonstrate both companies top management commitment to
collaboration. Besides, the training activities increased the appreciation of each other's
role in the success of the business. In addition, the multinational company assigned,
financed and participated with third parties consultants to conduct gap analysis for
partner 1 to identify their weaknesses and prepare closure programs to overcome these
weaknesses.

The wise management of power differences, exchange of critical information and
the smooth nature of market competition helped the partners to undertake the several
collaborative practices. This was demonstrated from the aforementioned activities. This
level of collaboration is able to produce acceptable business results for both sides.
Although there is absence of collaboration tools for managing the relation, joint
forecasts and IT linkage, the mentioned factors produced certain acceptable amount of
collaboration intensity. The partners are aiming to more intensify their level of
collaboration, in the near future, through having IT connections. This supports the idea
of intensity of collaboration with very acceptable results for both sides.

Discussion

The initial argument discussed herein was that power differences and variation in
innovation levels even in the form of exchanging critical information and the nature of
market competition between business partners have a considerable impact on
collaboration between business partners. It was argued that collaboration between
parties could be achieved with different intensities. It was also claimed that the
platform for any successful collaboration is the sufficient return on investment. Top
management commitment, business culture and trust between partners are the main
factors that indicate the potentiality and willingness of business partners to collaborate.
For partners to actually collaborate, adequate and wise management for power
differences and innovation (exchanging critical information) are needed. Market
competition can be seen as an important factor to identify the suitable level of
collaboration.

The research, having developed a model for the collaborative relations, verified the
factors affecting both the collaborative potential and collaborative intensity through the
2 case studies. In addition, case studies lead to some modifications to the model (Figure
2) which appear in the interrelations between the different factors. The aforementioned
factors and their interrelations make it possible for business partners to pursue
collaborative ventures with different intensities.

It could be inferred that there is interrelation between various factors. The relation
between management commitment from one side and trust relations and business
culture from the other side was affirmed. As management commitment increases, the
levels of trust will increase and the collaborative culture will be easily established. It
was also demonstrated that increasing innovation level or the presence of confidential
information leads to diminishing the tendency and willingness to share information.
Trust between partners proved its ability to manipulate the exchange of confidential
information. As the levels of trust increases, the tendency to share critical information
increases.
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Figure 2 — Modified Model

It was also obvious that Power differences between business partners have a
considerable effect on collaboration success. Creating interdependence between
partners could be seen as a desirable condition for collaboration to nourish. It was also
clear that as the market competition heightens, the tendency and willingness to do
business collaboratively increases from one side and diminishes from the other.

We can say that in spite of the absence of some collaborating activities (formal joint
activities, collaboration tools to manage the relation, joint assessment or performance
measurement and IT linkage), the relation between business partners could remain
collaborative, ideal and productive.

Conclusion

It may be concluded that the main driver for partners to collaborate is the sufficient
returns. Management commitment, business culture and trust are the platform for
collaboration. Collaboration between partners can appear with different intensities that
could vary along a continuum from high to low intensity with quite accepted results for
partners. Power differences, the degree of confidentiality of information and the nature
of the market competition are able to specify the suitable intensity for collaboration.
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