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Abstract 

 

This paper is an in-depth study of business relationships in the Swedish con-

struction industry and how e-commerce applications have affected the mat-

ter.  E-commerce applications are being used by all types of industries, 

while the construction industry lags behind and is currently in the process of 

implementing such type of systems.  

Primary data was obtained through four in-depth interviews, three of which 

were conducted with leading Swedish construction companies and one with 

a large supplier to the construction industry.  The data obtained was ana-

lyzed using a series of academic tools such as current peer reviewed articles 

and models covering the topics of business relationships as well as e-

commerce applications.  

Most importantly, the research revealed that communication on levels that 

affect business relationships has not decreased substantially with the imple-

mentation of e-commerce applications.  Secondly, an important aspect and 

prerequisite for a business relationship is the price of goods traded and geo-

graphic positioning.  This may be an industry specific finding, due to both 

factors‟ high impact on total cost.  Accordingly, the paper provides a model 

using the obtained data, as the current academic literature weighs aspects 

which support the forming of business relationships differently. 

 

 

 

 

 

 

 



 

 

Abstrakt 

 

Denna C-uppsats är en fördjupad studie av affärsrelationer i den svenska 

bygg-branschen och hur e-handel har påverkat detta. E-handel applikationer 

används redan av alla typer av industrier, medan byggindustrin ligger efter 

och är för närvarande i processen att implementera dessa system. 

 

Primär data har erhållits genom fyra intervjuer, varav tre har genomförts 

med ledande svenska byggföretag samt en stor leverantör till byggindustrin. 

Dessa intervjuer har analyserats med hjälp av en rad akademiska verktyg 

såsom utvärderade akademiska artiklar och modeller relaterade till affärsre-

lationer och e-handel. 

 

Huvudsakligen visade denna studie att kommunikation på olika nivåer inom 

affärsrelationer inte har minskat avsevärt genom implementeringen av e-

handelssystem. Denna studie har även visat att en viktig aspekt förutsättning 

för en affärsrelation är priset på varor och geografisk positionering. Detta 

kan vara specifikt för denna bransch på grund av dessa faktorers stora inver-

kan och totalkostnad. Författarna har utvecklat en modell där all data anvä-

nts eftersom den nuvarande akademiska litteraturen väger aspekter som 

stöder bildandet av affärsrelationer annorlunda.
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1 Introduction 

 

Relationship management has become the focus of businesses in all industries.  The no-

tion that all efforts of a company‟s sales and purchasing departments should emphasize 

volume exclusively has become out-dated and replaced by what is labeled as Customer 

Relationship Management (CRM) (Parasuraman, 1998). 

With all types of industries adopting the opportunities that modern technologies offer, 

companies in every sector need to make use of them in order to stay competitive in their 

respective sectors.  Ford, Gadde, Håkansson, Lundgren, Snehota, Turnbull & Wilson, 

(1998, p.227) state, “…business relationships are a critical part of the process through 

which technology can be transformed into something with economic potential.  Rela-

tionships help to put technologies into a context where they can create value.”  Many 

aspects of the daily conduct of business that used to be carried out manually, have been 

replaced by applied technologies.  Not only do these technologies change the way tasks 

are carried out within the organization itself, but interaction between an organization 

and external parties has changed drastically through the use of electronic communica-

tion. The relationships that companies have with other organizations and the manage-

ment thereof change accordingly as many aspects of relationship management are af-

fected by the implementation of new technologies. 

We wrote this report to analyze how communication between different organizations 

have changed with respect to business relationships, and review the applicability of lit-

erature on the subject matter of relationship management and technologies affecting 

communication. 
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2 Background 

 

 

The markets in the 21st century have changed drastically and are as vibrant and dynam-

ic as ever before.  As a result, companies are forced to be more competitive and find 

ways of always staying ahead of their rivals.  Furthermore, information asymmetry has 

almost been eliminated by modern information technologies, to the extent that custom-

ers or trading partners are in essence omniscient.  It is therefore crucial to be aware of 

customers‟ wants and needs.  This information can be the base of a company‟s competi-

tive advantage if it is leveraged appropriately.  Business relationship management is 

aimed at acquiring and maintaining customers and constantly improving existent rela-

tionships (Payne, 2006).  

At the core of business relationship management lie many principles which are adapted 

from the concept of relationship marketing.  Morgan and Hunt (1994, p.20) define rela-

tionship marketing as “all marketing activities directed toward establishing, developing, 

and maintaining successful relational exchanges”.  Morgan and Hunt (1994) stress that, 

as opposed to previous definitions which included terms such as “buyers”, “sellers”, 

“customers” and “key-accounts”, that relationship marketing includes partners exclu-

sively exchanging resources. 

As mentioned in the definition by Morgan and Hunt (1994), the fact that relationship 

marketing is based on a partners; exchanging commodities, power, ability, and the ex-

tent which it can influence the other, has become less vital to an organization‟s success.  

Rather, the success of relationship management depends on commitment and trust be-

tween both parties.  Both factors will promote sustained relationships rather than short-

term opportunistic actions.  This results in the prospect of profiting from long-term ben-

efits of cooperation, namely increased efficiency, productivity, and effectiveness (Mor-

gan & Hunt, 1994), but also because network effects come from multiple trading part-

ners acting in concert (Dubois & Gadde, 2000). 

The benefits of long-term trading partners and forming business relationships are exten-

sive.  Usually contracts are made which ensure that prices are sticky and do not fluctu-

ate according to market prices.  This results in the risk being distributed between both 

parties to a point where market shocks can be absorbed.  Furthermore, prices for the 

trade between long-term partners involving considerable volume should be lower.  The 

volume and timing of trade becomes more predictable with time, which helps the sup-

plier to better plan production thereby lowering production costs.  Similarly, the sharing 

of information, another aspect of close business relationships, should have similar, if not 

stronger effects on the price of traded goods.  While basing predictions of future trade 

volumes on the specific partner‟s previous patterns will provide a fairly good approxi-

mation, the purposeful sharing of this kind of information will be more precise and ena-

ble suppliers to plan even more accurately with the given information.  This kind if cus-

tomized pricing may also be reasonable depending on the potential for future trade, the 
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effort necessary for the sales or possible gains through future strategic partnerships 

(Grey, Olavson & Shi, 2001).  

Besides the fact that with modern technologies come high expectations of goods and 

services, these same information technologies provide tools for companies to improve 

individually targeted relationships with their partners.  IT-enabled customer databases, 

warehouse technologies and other systems that form the interface between partners help 

to improve the organization‟s understanding of such high expectations, by collecting 

large quantities of customer data as well as feedback (Payne, 2006). 

The construction industry is characterized as involving high risks with great competition 

(Chan, Chan, Chiang, Tang, Chan & Ho, 2004) and operates in a project based envi-

ronment where every project is unique (Bayramoglu, 2001).  This implies that the set-

ting of the industry is different from production firms (Bayramoglu, 2001) and faces 

different challenges then previous studies have shown (London & Kenley, 2001). The 

unique and complex environment is challenged by obstacles such as trust issues, poor 

communication and inefficient coordination (Chan et al., 2004).  

The complex nature of the project based operations within the construction industry is 

the communication and coordination between many different supply chain stakeholders; 

from engineers, to clients, to subcontractors (Anumba, Carrillo & Raikar, 2003).  All of 

these business partners have different knowledge and skills (Cheng, Li & Love, 2000).  

Information has traditionally been exchanged as paper-based which can be very absorb-

ing of time and inefficient (Anumba et al., 2003).  The traditional ways of approaches in 

contracting may not have supported relational contracting where the parties are integrat-

ed (Rahman, Kumaraswamy & Ling, 2007). 

Computer-mediated communication systems are increasingly replacing traditional ways 

of communicating, as they are extremely resource efficient (Herring, 2004).  They have 

proven to provide a high return on investment compared to traditional ways of commu-

nication with regards to the benefits through e-applications versus representatives talk-

ing to each other over the phone.  E-commerce, being such a system, therefore has a 

drastic effect on communication, reducing inter-personal contact which is a vital aspect 

of business relationship management (Williams, Everett & Rogol, 2009). 

The construction industry has experienced technological advances where e-commerce 

has revolutionized the way that the companies establish contact with their suppliers and 

interact with each other (London & Kenley, 2001).  E-commerce has received a lot of 

attention in the media, the business world, and among academic institutions (Gun-

asekaran, Marri, McGaughey & Nebhwani, 2002; Kaefer & Bendoly, 2004; Laseter, 

Roth & Rosenzweig, 2011).  E-commerce presents great opportunities, and failure to 

adopt this technology can lead to competitors outperforming the firm (Kaefer & Bendo-

ly, 2004).  It does not only facilitate transactions that are carried out by different firms, 

but also deals with the relationship management aspect of businesses (VanderAalst, 

1999, cited in Gunasekaran et al., 2002). 
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3 Problem 

 

As can be seen from the previous explanations of issues depicted  in the academic litera-

ture on the topic, business to business relationship are playing a more important role 

every day in order to create as well as maintain business in all sizes of construction 

companies.  Ruther (2011) believes not only is this area becoming a more predominant 

concern for construction companies, but the ability to adapt to modern technologies and 

techniques require understanding of the new opportunities arising from the implementa-

tion of technologies.  The risk in this industry, which has tended to be persistent against 

change, is far behind other industries in terms of exploiting the benefits of electronically 

enabled platforms.  With these systems having the ability to increase efficiency and 

adapt more closely to customer wants and needs, maintaining customer satisfaction and 

strong relationships has become a very technological process. 

The analysis of relationship management in the construction industry is therefore a topic 

which provides an interesting insight to changes in the relationship management. This is 

due partly to the stage of the implementation of e-commerce systems in this specific in-

dustry but also due to the industry‟s uniqueness in terms of operations and increased 

significance of relationship management. 

An in-depth analysis of whether the construction industry follows the previously de-

scribed trend of an increased focus on relationship management, depicted in the aca-

demic literature is legitimate due to the one-of-a-kind nature of this industry. A further 

matter that becomes relevant if this trend becomes evident is whether that trend as well 

as the accompanying tendencies hinder interpersonal communication and how it affects 

relationship management in a B2B setting. 
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4 Purpose & Research Questions 

 

The construction industry has moved from purchasing products for the requirements of 

each project with a close relationship to their suppliers towards central, bigger scale 

purchases through e-commerce.  Our aim is to investigate how this change has affected 

the relationship between the company and its supplier.  

1. How are e-commerce applications changing the B2B-relationships as the human 

interaction decreases? 

2. What are the important elements to be considered when establishing and main-

taining a business relationship in this industry? 

3. Can improvements in the new system be applied?  
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5 Delimitations 

 

We do not claim that the findings of this paper relating to the impact of e-commerce 

technology as well as core factors of relationships management are applicable to other 

industries.  Both findings can be attributed to the industry‟s uniqueness in operations. 

Findings related to the latter subject are to be considered construction industry specific 

findings.  The fact that price and geographic positioning of business partners are core 

aspects of business relationships in the construction industry is due to the high propor-

tion of costs of operation that the price of raw materials needed at unique locations has. 

The findings of this study related to e-commerce and its implications on organizations‟ 

business relationships management are not applicable to industries outside construction 

either.  This is again due to the construction companies‟ structure, which we found do 

not use e-commerce when communicating with business relationship partners on levels 

which affect the relationship. 
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6 Methodology 

 

There were several different approaches we took to methodology in this inductive based 

study.  We analyzed the data from a primary source through interviews as well as a lit-

erature review and theoretical framework to fully understand and address the questions 

at hand.  This study was based from a qualitative perspective as qualitative data allows 

for a maintainable chronological flow, view of interrelations of events to consequences, 

and develops influential results.  As well, qualitative data is more likely to allow the 

reader to move past initial conceptions and rework current frameworks (Miles & Hu-

berman, 1994). 

 

6.1 Data Obtainment 

 

6.1.1 Primary Data 

Primary data collected through interviews with the appropriate firms were the main 

source of data used and analyzed in this study. We chose to use interviews, as infor-

mation tends to be easier to obtain as well the response rate tends to be much higher 

(Williamson, 2002).  Fidel (1993) proposed that the use of „nonmanipulative‟, „noncon-

trolling‟, „open‟, and „flexible‟ questions are the most effective when conducting an in-

terview (cited in Williamson, 2002).  Thus, we stayed away from the technique of a 

structured, predetermined method in which questionnaires are usually administered (Fi-

del 1993, cited in Williamson, 2002). The interpretivist approach was used in this study 

which involves in-depth interviews, implying that our research was based on predomi-

nantly qualitative information (Williamson, 2002).  Although we followed an interpre-

tivist method, a combination of structured and unstructured interviews were used when 

developing the direction undertaken in the interview process (Williamson, 2002).  We 

had a predetermined set of questions with understanding of directions in which answers 

may take, but also we had questions prepared to follow the direction in which the inter-

view had taken. We structured the interview in a way that the answer to one question 

leads to the direction in which the next question was asked.  For the interview process, 

we again used Yin‟s (2009) approach which calls for a main source of data and then 

proceed with the main source used as a launching point of investigation.  For the suppli-

er perspective on the relationship, we conducted an interview as described previously 

with Draka Kabel as well as three construction companies for the customer perspective.  

We used this information obtained and proceed to compare thus findings with the find-

ings of similar nature firms.   

Our primary data was obtained through four interviews. For all of our interviews, at 

least two group members were present.  This gave us the ability to have one member 
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conduct the interview while the other recorded data and was able to then assist in the di-

rection of the questions.  Therefore, each interview had one main interviewer along with 

a second member observing and assisting from a distant perspective.  This idea was 

brought about by Eisenhardt‟s (1989) idea of having different roles of each interviewer 

which allowed us to see the results in deviating fashion.  

Three of the four respondents are part of organizations which are ranked among the top 

five Swedish construction companies in terms of turnover (Sveriges Byggindustrier of-

ficial website, 2011).  The final respondent represents a cable manufacturer and supplier 

to the construction industry among other fields of business activity.  In the following we 

provide a brief description of the company as well as the respondent‟s position within 

the organization. 

6.1.1.1 Skanska 

We conducted one of the interviews at Skanska AB with their concrete procurement 

manager for the Nordic countries, Robert Reuther.  The interview was conducted by two 

of our group members at Skanska Jönköping on the 12th of April, 2011 and lasted a to-

tal of one hour and 30 minutes.  Skanska is Sweden‟s largest construction company op-

erating in various sectors of construction ranging from heavy/civil construction, build-

ing construction to industrial construction.  Skanska operates in three core areas, namely 

the American continent, the Nordic countries, and the rest of Europe (Skanska‟s official 

website, 2011).  While Skanska‟s revenue is generated equally within these three geo-

graphic regions, we focus mainly on Sweden and the other Nordic countries and the or-

ganization‟s structure and policies during the interview in order to be able to compare 

the different results. 

The respondent‟s main field of responsibility is working with so called framework sup-

pliers, a category of supplier, with whom Skanska has long term, strategic procurement 

agreements (Reuther, 2011).  The respondents' background as well as positioning within 

the organization with respect to this thesis topic ensured that the data collected from this 

interview was highly relevant as well as reliable.  

6.1.1.2 NCC 

We interviewed Marcus Holtz, NCC‟s head of procurement.  Similar to Skanska, NCC 

is one of the largest Swedish construction companies and is also active internationally 

focusing mainly on Northern Europe.  NCC is currently active in different sectors of the 

construction industry and is divided into NCC Construction, NCC Housing, NCC Roads 

and NCC Property Development.  While NCC Construction builds buildings of all sorts, 

including office properties, civil/heavy construction, NCC Housing does not only con-

struct property but develops and sells housing to the end customer.  NCC Roads offers 

road construction as well as a large variety of services required to maintain a healthy in-



  

 
10 

frastructure.  NCC Property Development constructs lucrative properties in real estate 

(Holtz, 2011). 

As head of procurement for Southern Sweden, Marcus Holtz is responsible for supplier 

development and purchasing on a corporate level, therefore to be considered a further 

highly reliable source of data.  The interview was conducted in Malmö at NCC‟s main 

office for southern Sweden on the 8th of April, 2011.  Two of our group members at-

tended the interview, which lasted a total of two hours. 

6.1.1.3 Svevia 

As opposed to the other two construction companies with whom we did interviews, 

Svevia focuses exclusively on construction and services related to roads and infrastruc-

ture.  Svevia builds roads, streets, bridges as well as ports among further activities. 

Svevia‟s customers are therefore primarily public but not exclusively, as Svevia has a 

large base of private clients in addition to state governed institutions. 

In addition to the construction sector, Svevia rents out machinery and vehicles, as well 

as supplies maintenance, primarily to in-house departments but also to other customers 

within the contracting industry. 

We conducted an interview with Peter Polland, a construction manager for Svevia.  His 

job title is much more closely linked to the individual projects than was the case with 

the previous two respondents from NCC and Skanska, as he is responsible for the daily 

operations of projects.  Polland therefore works closely with individual, local suppliers 

rather than strategic corporate suppliers (Polland, 2011).  While the respondents posi-

tion within Svevia is not within top management and the data collected from this inter-

view regarding corporate practices are not to be considered as reliable as those of the 

previous two.  However, due the respondents close proximity to the ongoing projects 

and operations, data touching upon local and rather project based relationships are to be 

considered highly relevant and dependable.  The interview was conducted by two of our 

group members at Svevia‟s Jönköping office on the 29th of April, 2011.  The interview 

lasted for one hour. 

6.1.1.4 Draka Kabel 

Lastly, we conducted an interview with the marketing director for Draka Kabel, a sup-

plier to construction businesses, Stefan Sandberg.  The interview, which was attended 

by all our group members took place at Jönköping University on the 11th of April, 2011 

and lasted for one hour and 30 minutes.  Draka Kabel manufactures a wide variety of 

cables for multiple applications.  Draka‟s core product is to transmit electronic energy 

and information.  This is done by producing and selling electronic cables within differ-

ent areas of usage (Draka Kabel official website, 2011).   
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There is a vast selection of cables offered within Draka Holding, Draka Kabel‟s parent 

company.  The different varieties are manufactured in various Draka companies and 

countries.  In Sweden, the production is mainly focused on power cables of diverse va-

rieties, each adjusted for its own purpose.  Draka Kabel does not provide any specific 

service with the products, such as installation services, but works closely with partners 

in different industries depending on the sector (Sandberg, 2011). 

6.1.2 Secondary Data 

 

The literature review section was used to evaluate current literature on the subject and 

apply it to the thesis as necessary.  We undertook reports developed on applicable busi-

ness‟s and used their findings in order to be able to broaden the spectrum of the study to 

apply to more than that of just a small group of companies which we received primary 

data from.  This included literature such as previously conducted reports in the area or 

other scientific literature on applicable topics.  This section will be a smaller but im-

portant supporting construct to the question at hand. 

 

6.2 Continuous Tutoring & Peer Review 

 

Throughout the process of writing this research paper, our group attended four seminars 

which were tutored by Jenny Helin and three peer groups.  For each seminar, our work 

in progress was peer reviewed by one other group, which provided useful feedback that 

was in turn adopted by our group and included in our work. 

 

6.3 Data Analysis 

 

There are in general three types of data analysis for qualitative data (Miles & Huber-

man, 1994), being the interpretivist, social anthropology, and collaborative social Re-

search. This report will utilize both the interpretivist and social anthropology approach. 

The Interpretivist approach is a very conservative overview of interviews and continued 

reading which is then condensed.  According to Miles & Huberman (1994), this ap-

proach does not aim to cover laws, but to reach an understanding of meanings and ac-

tions. 

The Social Anthropology approach is a system to uncover rituals or regularities in eve-

ryday life (Miles & Huberman, 1994).  Van Maanen (1979) was quoted on the primary 

objective of such an approach:  to “… uncover and explicate the ways in which people 

in particular (work) settings come to understand, account for, take action and otherwise 

manage their day-to-day situation.” (cited in Miles & Huberman, 1994, p.8).  This ap-
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proach is mostly used for the revision of current academic theory (Miles & Huberman, 

1994).   

For our report we used a combination of these two approaches presented.  As previously 

stated, we focused on the interpretivist approach, but extended some analysis into that 

of social anthropology.  On top of these methods we used the grounded theory ap-

proach.  Grounded theory is where the researcher collects data and analyses the subject 

matter from there where patterns become evident (Williamson, 2002). The theory cho-

sen from this method will then be “well grounded”, hence the name (Williamson, 2002), 

and this is the approach we have chosen to conduct our research.  Because of the direc-

tion of this report, we developed an understanding of current happenings as well as 

looked to identify regularities among the businesses within the industry.  This allows 

the most efficient way possible to develop answers to the previously stated research 

questions in which this paper is due to answer. 

 

6.4 Methodological Concerns 

 

The issue with the methodology derived is in the sense that not all firms may be tested 

and that the market itself is very broad.  We make the assumption that, due to the oli-

gopolistic nature of the industry, the findings of this study are applicable to organiza-

tions similar to our respondants.  Due to limited resources, we received primary data 

from a small number of firms and compared findings with that of previous studies on 

similar topics.  This method does not account for cultural differences between nations or 

regions as well as type of supplier (eg. wood, steal, etc.).  We make the assumption that 

relations between these firms will be similar and therefore are covered under the same 

idea of business relationship management.  Another issue we saw was the ability to in-

terview employees of the same knowledge base and level within different companies. 

The knowledge level and position may have an influence on their perceptions and the 

level of multicollinearity may be too drastic.  This would give misleading results to the 

data which we are able to present. 

Furthermore, all four respondents were male.  This may be due to the fact that, as Watts 

(2007) stated, the construction industry is largely dominated by males with only 8% of 

the people employed in the construction industry in Europe being female.  These fe-

males are further subject to vertical and horizontal discrimination (cited in, Powell, 

Hassan, Dainty, Carter, 2009).  This might have had an effect on our data with respect 

to relationship management, while our respondents represent the demographics of the 

industry which we chose to analyze. 

Lastly, as Saunders, Lewis, and Thornhill (2007) stipulate, the presence of a recording 

device may change a resondents answers.  This may be due to uneasiness in regards to 

true company operations, or because the questions asked were pertaining to areas with 

many regulations and laws which heavy punishment for violation are appropriate. 
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7 Theoretical Framework 

 

The theoretical framework chosen for this report is based on theories found by the au-

thors that would present insight into business relationship dealings.  We begin with a 

basic oversight of the construction industries operations to explain the complexity and 

uniqueness of this particular industry that may have implications on the relationships.  

From there we introduce you to the KMV model which is one of the main focus of this 

paper in evaluating our findings.  This model provides a general framework for business 

relationships and the influencing variables.  This base model presents a general view of 

relationship management, which serves a good base for analysis and implementation to 

this report could lead to further development.  Once this is understood, we introduce 

you to Interconnectedness and Interdependencies of business relationships.  The inter-

connectedness portion will introduce the complexity faced by the business relationships 

and the interdependencies will bring about our second main framework.  This is a por-

tion that will evaluate the different reliances and necessities required for a business rela-

tionship to develop and prosper.  Managing supplier relations, general business-to-

business network structures, and partnering are presented thereafter as they are the 

foundations to what business relationships, and these models, are built upon.  All of the-

se frameworks will then be drawn together, implemented and tested against our find-

ings. 

 

7.1 Specific Characteristics of the Construction Industry   

 

The construction industry differs from many other industries as the industry specific op-

erations do have a distinct effect on relationship management (Hillebrandt & Cannon, 

1989).  As Hillebrandt & Cannon (1989) clearly describe, the construction industry is 

one that has fixed project locations, vast geographical variations, expensive, and are 

usually custom designed, one off projects.  The geographical variations, accompanied 

by the other factors described, generate managerial problems but can also lead to oppor-

tunities (Hillebrandt & Cannon, 1989).  Holtz (2011) discusses the geographical diversi-

ty in the sense that proximity of a supplier is a major aspect when considering transpor-

tation costs, delivery time, and efficiency of recovery processes.  Again, not distinct to 

but very present in the construction industry, the coordination among different actors in 

the market to present their products and services to the construction site in a timely 

manner is essential to eliminate wasteful process‟s (Bayramoglu, 2001).  A late delivery 

time of a product, which is essential for the continuation of a project, may leave many 

employees without work, projects to be delayed, and extensive, unnecessary expenses 

endured by the hiring firm.  
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Cheng et al. (2000b) present the construction industry as one that is based heavily on 

hierarchical practices.  In the case of the construction industry, skilled workers such as 

architects, engineers, surveyors, etc., are the main decision makers of a project and must 

be linked heavily through relationships in order for the project to operate efficiently.  

However, the construction industry is embedded with trust issues, cooperation difficul-

ties, and ineffective communications.  Cheng et al. (2000b) see‟s this as a major issue, 

developing problems with project delays, inflated costs, adversity in resolving conflicts, 

legal proceedings, and develops a win-lose aspect among the parties in the relationship.  

Partnering procedures are a new method of management techniques which have been 

utilized in order to attack such problems which we will address later in the report.   

 

7.2 KMV Model & Relationship Management 

 

Sherman (1992) stipulates that approximately one third of all partnering ventures, such 

as strategic alliances, are completely inefficient or failures (cited in Morgan & Hunt, 

1994).  This factor makes understanding the aspects of failure of these relationships 

very important in relationship marketing or relationship management.  Essentially, what 

common factors are distinguishing between relationships that are successful, efficient, 

and productive, to those which are inefficient and lead to failure?  Morgan & Hunt 

(1994) discuss how central aspects of successful relationships are based on two distinct, 

but equally important factors followed by many side priorities which enable the devel-

opment of successful, long-term business relationships (Morgan & Hunt, 1994).   

Source: Morgan & Hunt, 1994, p. 22 
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This KMV (Key Mediating Variable) table for business relationships shows the previ-

ously stated comments in regards to core components of relationship 

ment.  These core factors, being trust and relationship commitment, show to be mutual-

ly important and non-interchangeable (Morgan & Hunt, 1994).  

 

7.2.1 Trust 

 

Trust is a concept that has been defined very loosely by many academic articles in rela-

tion to business relationship management (Blois, 1999).  This idea is clearly shown 

when looking at different definitions of the meaning of trust.  According to Bi-

alaszewski & Giallourakis (1985, p. 207), trust is defined as, “an attitude displayed in 

situations where... a person is relying on another person, a person is risking something 

of value, and/or a person is attempting to achieve a desired goal.”  Morgan & Hunt 

(1994, p.23) state that trust is, “...existing when one party has confidence in an ex-

change partner‟s reliability and integrity.”  Doney & Cannon (1997, p.36) describe 

trust as, “... the perceived credibility and the benevolence of a target of trust.”  All of 

these definitions can be concluded and devised based on Rotter‟s (1967, p.651) defini-

tion which states trust as “... a generalized expectancy held by an individual that the 

word of another... can be relied on.” (cited in Morgan & Hunt, 1994).   Morgan & Hunt 

(1994) go on to describe how all definitions as well as literature in regards to business 

commitments focus on confidence in the relationship as a defining aspect of trust.  Will-

ingness in the relationship is also defined as essential to trust being present in the rela-

tionship (Morgan & Hunt, 1994).  Even if trust is evident in the relationship, without 

willingness to act in business transactions with the other party essentially limits 

trust.  Morgan & Hunt (1994) relate this back to confidence, as a confident partner will 

be willing, whereas a non-confident partner will be reluctant to enter a business rela-

tionship.  Therefore, in order for trust to be achieved, confidence must be a strong un-

derlying factor in developing and maintaining trust.  Due to the implications of trust on 

all factors of the table, Morgan & Hunt (1994) conclude that trust must be placed as a 

core factor which relationships revolve around.  

 

7.2.2 Relationship Commitment (Influenced by Trust)  

 

When looking at the relationship commitment, you can see that trust once again influ-

ences this.  Even though relationship commitment is a core factor in this model, trust 

still super-sides, thus showing how these two core dependents are not interchangeable 

but mutually beneficial.  Relationship commitment is described as the willingness to en-

ter practices with a partner firm time and time again.  As previously described, willing-

ness to enter into such agreements are based on confidence which directly coincides 

with trust (Morgan & Hunt, 1994).  Although this particular aspect is much related to 
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the trust component, the difference will be derived by the direct effect of other business 

practices involved in the relationships and a distinction must therefore be shown.  

 

 

7.2.3 Subsiding Factors influencing Trust & Relationship Commit-
ment 

 

Morgan & Hunt (1994) have developed five precursors which they have developed for 

relationship commitment and trust.  These five precursors are displayed as such, in rela-

tion to their effect on relationship commitment and trust: 

 

Relationship Termination Costs & Relationship Benefits → Relationship Commitment (directly) 

Shared Values → Relationship Commitment (directly) & Trust (directly) 

Communication & Opportunistic Behavior → Trust (directly) & Commitment (indirectly) 

 

7.2.3.1 Relationship Termination Costs   

 

Heidi & John (1988) suggest that any party which is terminated from an existing rela-

tionship will venture into finding alternative relationships to fill that void.  The existing 

relationship develops dependency in this sense that either party will endure ”switching 

costs” in finding and developing the new venture.  In many cases, a buyer will face or 

anticipate facing high switching costs which brings incentive for a buyer to focus on 

maintaining a quality relationship (Dwyer, Schurr, & Oh, 1987, cited in Morgan & 

Hunt, 1994).  Morgan & Hunt (1994) also point out that there are situations where no 

switching takes place at the termination of a relationship.  In many cases, a buyer will 

simply discontinue a product which implies the idea that no alternative will be intro-

duced.  Nonetheless, termination costs still exist.  Due to this, Morgan & Hunt (1994) 

define termination costs as,”... all expected losses from termination and result from the 

perceived lack of comparable potential alternative partners, relationship dissolution ex-

penses, and/or substantial switching costs.”  Although many business relationships are 

generally based on uncertainty, termination costs bring into aspect willingness to coop-

erate, and develop an existing relationship. 

 

7.2.3.2 Relationship Benefits  

 

With globalization becoming an ever more predominant factor, competition itself be-

comes much more crucial in maintaining a successful business.  Hence forth, business‟s 

will try to continually look for components which will add value to their existing prod-
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ucts through new forms of technology, processes, or even existing supplier products 

which can improve their own (Morgan & Hunt, 1994).  Webster (1991) believes that the 

procurement processes may be the most important component industrial firms can uti-

lize when adding value to their products.  Morgan & Hunt (1994) also point out that the 

relational exchange must bring benefits moving in both ways between partners.  There-

fore, Morgan & Hunt (1994) conclude that:”...firms that receive superior benefits from 

their partnership-relative to other options on other dimensions as product profitability, 

customer satisfaction, and product performance, will be committed to the relationship.” 

 

7.2.3.3 Shared Values 

 

The only concept which Morgan & Hunt (1994) describe as being influential to both re-

lationship commitment and trust is shared values.  Schein (1990) believes that one can 

”distinguish three fundamental levels at which culture manifests itself: (a) observable 

artifacts, (b) values, and (c) basic underlying assumptions.”  Schein (1990) goes on to 

describe how the culture can only be influenced by the values of the firm if they are 

vastly acknowledged and strongly held by both the employees of the firm and the firm 

itself.  From this large amount of importance which Schein (1990) place‟s on ”values”, 

Morgan & Hunt (1994) define it as such: ”...the extent to which partners have beliefs in 

common about what behaviors, goals, and policies are important or unimportant, appro-

priate or inappropriate, and right or wrong.”  Therefore, when partners share similar 

values and goals, the relationship stands a better chance of commitment from both par-

ties. 

 

7.2.3.4 Communication  

 

Communication between any partnering firms is a major aspect which influences trust 

during inter-organizational operations.  Anderson & Narus (1990) describe communica-

tion as the transfer of information among firms by both formal and informal means, and 

doing so in a timely manner.  Moorman, Deshpande, & Zaltman (1993) believe that 

timely communication is the cornerstone to solving or preventing disputes as well as al-

lows all participating firms to perceive and expect similar outcomes of business ven-

tures.  However, communication and trust work in a circular pattern.  Trust is based 

very strongly on previous communication, but as trust builds among the participating 

firms, communication becomes easier and increasingly effectively (Anderson & Narus, 

1990). 
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7.2.3.5 Opportunistic Behavior   

 

Williamson (1975, p.25) describes opportunistic behavior as ”self-interest seeking with 

guile” (cited in Morgan & Hunt, 1994).  From this perception, John (1984) sees this 

idea as one that implies the implicit and explicit violation of existing commitments or 

expectations to better facilitate an organizations needs on an individual basis.   Because 

of this, Morgan & Hunt (1994) believe that utilization of opportunistic behavior will 

lead to situations of distrust among the firms.  This being true, opportunistic behavior 

hinders both relationship commitment and trust as acting against mutual benefit of an 

existing relationship depreciates the network in both of these categories.   

 

7.2.4 Subsiding Outcomes of Trust and Relationship Commitment 

 

Morgan & Hunt (1994) have described five qualitative outcomes which can be derived 

from both trust and relationship commitment together as well as on an individual basis. 

 

7.2.4.1 Acquiescence and propensity to leave 

 

Morgan & Hunt (1994) describe acquiescence as the amount or willingness of a firm to 

conform or accept a partnering firm‟s requests or processes.  Therefore, as shown in the 

model, trust has a positive effect on acquiescence and in turn acquiescence shows the 

same effect on relationship commitment.  Propensity to leave is the likeliness that a firm 

will end its existing relationship with another firm in the foreseeable future (Bluedorn, 

1982).  Morgan & Hunt (1994) find that there is a large, negative relationship between 

propensity to leave and relationship commitment.  Mathieu & Zajac (1990) bring to 

light, the cost of a propensity to leave (cited in Morgan & Hunt, 1994).  From this, 

Mathieu & Zajac (1990) suggest that stability in a relationship is essential for a desira-

ble performance outcome, while instability in the relationship can have costly implica-

tions on all involved firms.   

 

7.2.4.2 Cooperation  

 

Anderson & Narus (1990) describe cooperation as ”... situations where parties work to 

achieve mutual goals.”  Morgan & Hunt (1994) believe that healthy cooperation among 

partners within a network allows for greater efficiency and productivity in the network.  

Hence, this leads to greater competition among networks themselves.  Morgan and Hunt 

(1994) describe the differences in cooperation to that of acquiescence and absence of 

conflict.  For example, conflict may exist between firms but they still cooperate due to 
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high termination costs or large incentives.  Acquiescence, however, is different as coop-

eration does not imply passively agreeing to your partners‟ demands.  Cooperation is 

proactive, for example, a firm suggesting to improve the marketing of another firms 

products to achieve greater results than if they pursued this on their own (Morgan & 

Hunt, 1994). 

 

7.2.4.3 Functional Conflicts 

 

In any business context, relationships bring about disruptions or disagreements among 

the involved firms.  In many cases, disruptions between the two firms‟ operations or ob-

jectives can lead to harsh reactions, right up to dissolution of the relationship entirely 

(Morgan & Hunt, 1994).  Functional conflict, however, is defined by Morgan & Hunt 

(1994) as disputes that are solved amicably.  Anderson & Narus (1990) believe func-

tional conflicts can improve production and develop relationship marketing.  They go as 

far as to say that functional conflicts can be considered as, ”just another part of doing 

business.”  Morgan & Hunt (1994) describe trust as the prerequisite factor which leads 

conflicts to be solved functionally and that as conflicts are solved functionally, trust as 

well is increased. 

 

7.2.4.4 Decision-making uncertainty  

 

Decision-making uncertainty is another key aspect which trust has great influence on.  

The larger the amount of trust among the firms, the less the decision-making uncertainty 

is present among any key players involved (Morgan & Hunt, 1994).  Achrol & Stern 

(1988) describe decision-making uncertainty into the extent in which a partner: 

a) Has enough information to make key decisions 

b) Can predict the consequences of those decisions 

c) Has confidence in those decisions 

 

7.3 Interconnectedness and Interdependencies in Business 
Relationships 

 

Interaction between companies in business-to-business environments is not only relating 

to how the firms cooperate, but also how they work against, through, and in spite of 

each other.  The relationships will vary depending on variables such as the importance 

in terms of percentage of sales among others and the success of one firm may depend on 
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the well-being of another (Ford, Gadde, Håkansson, Lundgren, Snehota, Turnbull & 

Wilson, 1998). 

Not only do sellers have to find buyers for their products or offerings but buyers are 

seeking suppliers that will be able to provide an offering according to certain require-

ments.  The experiences that the different firms face when interacting with each other 

are episodes that will determine the trust level between the parties and the commitment 

(Ford et al., 1998). 

 

7.3.1 Interconnectedness 

 

A company will have to manage many different business relationships at the same time 

which adds to the complexity of business relationship management and the interconnec-

tions between firms.  Ford et al. (1998) further build on the interconnectedness of rela-

tionships by presenting three important factors on how to manage a portfolio of business 

relationships.  Prioritization of how to handle the different business relationships due to 

scarce resources and allocation of same will determine the interconnectedness of firms. 

Another factor would be the one of experience gained through the relationship and the 

expectations that it has developed.  A firm may have experienced excellent delivery 

times by a supplier and will now expect the same of another supplier.  Lastly, the ac-

tions that occur by other companies not directly related to the parties of a business rela-

tionship will affect that relationship.  Therefore, when analyzing one specific business 

relationship, one should pay attention to the other parties in the same network.  The in-

terconnectedness will in turn affect the strategies that the firm will pursue, the distribu-

tion of resources, and the investments made (Ford, et al., 1998).  

 

7.3.2 Interdependencies 

 

Companies of all industries are derived by a texture of interdependencies.  With the re-

quirement of connecting people, activities and resources to the customer, this aspect 

makes every business deeply reliant on its specific content with verifiable degrees of 

mutual fit (Håkansson & Snehota, 1995).  Håkansson & Snehota (1995), present the 

five most common reoccurring interdependencies as such: 

• Technology 

• Knowledge 

• Social relations 

• Administrative routines and systems 

• Legal ties                                                                (Håkansson & Snehota, 1995, p. 13) 
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These interdependencies may have different prominence within the relationship with 

dominant and secondary variables applicable to the organization.  We shall review these 

five interdependencies to develop further understanding of the roots of business rela-

tionships in the construction industry (Håkansson & Snehota, 1995). 

 

7.3.2.1 Technology 

 

Technological developments or advancements are very dependent on several factors for 

a company.  These factors can then be narrowed down to two major implications.  The-

se being the availability of technology and the ability to integrate such technology with 

current relationships.  This study will focus on the latter of the two concepts with the in-

ability to integrate the technologies.  As relationships are developing, advances in tech-

nology must be made sure to avoid misfits with current operations and business part-

ners.  This area is where the majority of changes and advancements commence in the 

evolution of a business relationship (Håkansson 1982, cited in Håkansson & Snehota, 

1995). 

Nelson & Winter (1982) along with Freeman & Perez (1988), discuss the categorization 

of such interdependencies in technology into a system called paradigms.  Dosi (1982) 

also discusses this same topic and describes such paradigms as trajectories.  These para-

digm‟s or trajectories describe the stages of development or the evolutionary stage of a 

technological shift.  This is not confined to the construction industry but to all industries 

that are experiencing technological advancement (Håkansson & Snehota, 1995). 

The framework extends to discuss how development of technology does not only relate 

to those with whom a business maintains a close relationship, but also to the third par-

ties involved.  Essentially, how the change in one business‟s technology may have ef-

fects down the supply chain as a whole.  Therefore, change in technology will often take 

place in direct parallels to businesses which relationships have been established.  Since 

technology may affect the development process of products, the characteristics of the 

product itself, or value of the product, combination of technological advancements can-

not be isolated to a single business but to the relationship group as a whole (Håkansson 

& Snehota, 1995). 

 

7.3.2.2 Knowledge 

 

As Nonaka (1991) states, the combined knowledge base of employees who are actively 

involved in the direction of the company, are the main asset which a firm possesses (cit-

ed Håkansson & Snehota, 1995).  Håkansson & Snehota (1995) explain that the „tacit‟ 

of the use of knowledge is the most valuable in that sense.  Since „tacit‟ is more of a 

personal knowledge position and not easily transferable through teachings and litera-
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ture, but is usually developed based on personal experience, it becomes a unique quality 

unavailable to other firms.  This in turn allows for the efficient use of resources and im-

plementation of processes.  This use of resources can come in the sense of relationship 

establishment and procurement as well as process‟s creating greater ease among an ex-

isting relationship (Håkansson & Snehota, 1995).   

Much knowledge can be obtained through a relationship rather than be developed solely 

internally.  Again the development of processes can fall from the knowledge base of 

employees‟ and resources at other firms.  With greater efficiency available with greater 

knowledge base, the transfer of knowledge among relationships becomes a beneficial 

factor for all those involved in the relationship (Håkansson & Snehota, 1995). 

The transfer of knowledge gives the ability to improve the core competence of the firm 

and in turn generate more business, a benefit that flows through the supply chain and 

improves the knowledge, competence, and perception of all parties involved in the rela-

tionship chain (Håkansson & Snehota, 1995). 

 

7.3.2.3 Social Relations 

 

Business relationships are in many cases rooted by strong personal relationships of em-

ployees of the firms.  These have the ability to establish stronger lines of trust and con-

fidence than simple business relationships which are not founded on this basis.  All rela-

tionships developed by employees are considered to be a part of their social network.  

How the employees choose to exploit these networks has strong influence on the devel-

oping, maintaining, and evolution of business through such channels (Håkansson & 

Snehota, 1995). 

 

7.3.2.4 Administrative Routines and Systems 

 

The administrative and system costs of relationships tend to be a very expensive aspect 

among business relations.  This idea includes both the processing and exchange of in-

formation, as well as communication among the organizations.  Due to the extensive 

costs of these processes, constant efforts are made to increase efficiency and reduce re-

dundancies within the process.  One way these obstacles are being treated is with the at-

tempt to develop industry wide standards.  This idea would allow for easy transition and 

business with new clients, as well as eliminate benefits/restrictions of being part of a 

network that is essentially exclusive.  An example of this would be a major construction 

company purchasing from a new supplier.  The new supplier would have to integrate in-

to the administrative routines of the larger company.  This may give them the greater 

advantage of being capable of doing business with such a large firm but may hinder its 

ability to work with different companies which have not applied a similar or equal sys-
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tem.  Therefore, there are very important benefits and consequences related to adminis-

trative processes and systems (Håkansson & Snehota, 1995) 

 

7.3.2.5 Legal Ties 

 

The area of legal ties that we will take into consideration is that of joint ventures as well 

as procurement laws.  Joint ventures bring about strong relationships among different 

companies but also eliminate the need to maintain the strong personal relationship as the 

business is guaranteed through legal agreements.  Procurement laws, in many interna-

tional businesses, require some form or degree of “local content” in the supply or labor 

force of what the project entails.  This creates the need for legally forced relationships 

which must be adapted to in order to continue business practices in many levels.  These 

types of agreements are much more predominant in areas which contain strong minority 

segments and need legal support to maintain their stability.  The legal ties will not be a 

strong focus as they are not influential on the development of strong business relation-

ships but more in the forced creation of them (Håkansson & Snehota, 1995). 

 

7.4 Managing Supplier Relationships 

 

Supplier relationships should be managed effectively and intervention by the company 

is necessary to optimize them as the actions can have long-term effects on their perfor-

mance.  The strategy that a company decides to proceed with will be based as a result of 

these interventions (Ford et al., 1998).  

A company needs to identify the potential trade-offs for reducing costs relating to direct 

purchasing costs such as benefits that may be lost or increased costs related to the man-

agement of the relationship.  However, firms often fail to recognize these trade-offs and 

only focus on the direct costs.  More emphasis has been directed towards building and 

maintaining long-term relationships.  It is no longer a question about if a company 

should have a relationship with their supplier, but what type of relationship that will fit 

best (Ford et al., 1998). 

 

7.4.1 Relationship Costs and Benefits 

 

Not all supplier relationships can be looked at equally as the importance of it depends 

on the interdependencies and how it affects the internal operations of the business.  

Some effects will be impossible to predict whereas others can be identified and meas-

ured.  They are not necessarily caused by the interaction between the two parties in the 
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relationship, but also by internal actions or other relationships and it is therefore im-

portant to see the relationship in a broader context.  Even though there are certain diffi-

culties in measuring the effects a firm should still aim to do so when developing its 

strategy to identify the different relationship costs and benefits associated with it (Ford 

et al., 1998). 

The relationship costs can be divided into both direct and indirect costs.  The direct 

costs relate to the actual procurement costs relating to a specific transaction. Such costs 

could be transport costs or administrative tasks related to an order.  Traditionally, this 

has been the main focus for many firms when trying to reduce costs and indirect costs 

and benefits have been ignored.  The handling costs, i.e. the indirect costs, can be sub-

divided into two different categories.  The first category is the costs that can be traced 

back to a certain relationship, such as costs related to the adaption of processes of the 

supplier.  The second category relates to structural costs that are often common for 

many suppliers and are not easily traceable to one supplier only.  Such costs could be 

the operations of its warehouse and administrative systems related.  Relationship costs 

tend to increase as the number of suppliers used increases, but also depending on what 

type of relationship the firm has with the supplier.  The costs also have a tendency to in-

crease when there is little trust between the parties (Ford et al., 1998).   

The relationship with a supplier opens up opportunities for the firm to enhance its re-

sources by accessing the resources of the supplier.  The benefits that can be realized 

through a supplier relationship are cost benefits and revenue benefits.  The cost benefits 

are connected to the costs that can be identified as relating to a particular supplier that 

are reduced due to improvements.  Revenue benefits on the other hand are connected to 

the possibility to increase the revenue of the firm.  By enhancing the product through 

product innovation resources from the supplier and hence its revenue generating poten-

tial, a firm will be able to retain long-term access to these resources.  Early involvement 

of suppliers in the development of a new product could be one way of achieving bene-

fits which requires close cooperation and negotiations (Ford et al., 1998). 

 

7.4.2 Relationship Strategies 

 

There are different strategies that a firm can choose to follow when working with sup-

pliers and there are different dimensions to the analysis such as the scope of the sup-

plies, the posture of the relationships and the supply base and its structure.  The first 

mentioned dimension being the scope of the supplier relationship refers to how im-

portant it is for the firm and to what degree.  A decision to either manufacture its own 

components or to outsource such an activity is an example of this.  If the firm chooses 

to outsource it will be able to focus on its core activities but may lose some of the con-

trol.  The approach that a company takes when dealing with a certain supplier is the pos-

ture of the relationship.  A firm is more likely to devote time and resources to a relation-
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ship if a supplier is not easily substituted and there are long-term commitments in-

volved.  The level of integration and coordination of activities will depend much on the 

posture.  Finally, the last dimension describes how the number of suppliers in a network 

and the type of relationship a firm chooses to have with these suppliers will determine 

the structure of the supply base.  To use multiple suppliers for one product or just one 

single supplier is a strategic choice that relates to this dimension.  Using only one sup-

plier can increase the customer focus whereas using multiple suppliers increases the 

bargaining power of the firm (Ford et al., 1998). 

 

7.5 Business to Business Network Structures 

 

Håkansson & Snehota (1995) provide a framework for the characteristics of business re-

lationships.  These characteristics can be categorized into structural and process related. 

The structural characteristics can be further divided into continuity, complexity, sym-

metry and informality.  The first mentioned category relates to the repeated transactions 

within a time period.  The second category, being complexity, is connected to the num-

ber of participants in the business relationship and how different people are connected 

to each other (Hallen, 1986, cited in Håkansson & Snehota, 1995).  It also explains how 

people interact based on their role in the company or personal background for example 

(Håkansson & Snehota, 1995).  The symmetry category explains the resources owned 

by each company and the power connected to that. Oftentimes, the buyers own re-

sources that are greater than the ones of the supplier (Håkansson & Snehota, 1995).  Fi-

nally, the last category relates to the informality of the relationship and how reliant the 

partners are on informal means of handling uncertainties. 

The process characteristics are also subdivided into groups of adaptions, cooperation 

and conflict, social interaction and routinisation.  Hallen, Johanson and Seyed Mo-

hamed (1989) are saying that adaptions should be made by companies to further devel-

op their business relationships in order for them to continue existing (Håkansson & 

Snehota, 1995).  These adaptions can range from technical to more administrative mat-

ters. Companies need to maintain a cooperative attitude towards their partners, but 

sometimes conflicts will occur.  Conflicts usually stem from benefits and how they are 

distributed, but conflicts could be necessary to enhance the communication with the 

partners.  Social interaction is another essential part of business relations and highlights 

the more personal communication that takes place (Dwyer, Schurr & Oh, 1987, cited in 

Håkansson & Snehota, 1995).  Routinisation refers to routines and business practices 

that are developed over time as institutionalization takes place.  It enables smoother 

practices and better coordination between business partners, potentially reducing han-

dling costs (Nelson & Winter, 1982, cited in Håkansson & Snehota, 1995).  Therefore, 

routinization is something that is developed over time and helps to process the various 

different transac-tions taken place. 
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7.6 Partnering 

The following definition is given by the National Economic Development Council: "A 

contractual arrangement between a client and a chosen contractor which is either open-

ended or has a term of a given number of years rather than the duration of a specific 

project.  During the life of the arrangement, the contractor may be responsible for a 

number of projects, large or small and continuing maintenance work and shutdowns.  

The arrangement has either formal or informal mechanisms to promote co-operation be-

tween the parties” (NEDC, 1991, cited in Cheng, Li & Love, 2000a, p. 119). 

The existence of partnering in the construction industry can be traced back to the late 

1980s (Cheng, Li & Love, 2000a) and has been used recurrently in the construction in-

dustry (Cheng, Li & Love, 2000b).  It enables smooth operations between different 

business partners offering improved control of costs and time management (Black, 

Akintoye & Fitzgerald, 2000, cited in Chan et al., 2004).  Other benefits that can be 

gained have been identified as long term obligations and conjoint reliance (Cheng et al., 

2000b).  It provides guidelines for management skills that can be adopted in the con-

struction industry and how to improve the performance of the projects carried out 

(Cheng et al., 2000b).  Partnering does not necessarily end when a project is finished; it 

can extend to beyond where the partnership is repeated and can be used as a strategic 

tool (Bayramoglu, 2001).   

Cheng et al. (2000b) have developed a framework for partnering and critical success 

factors within the construction industry.  This framework is divided into critical man-

agement skills, critical contextual characteristics and partnering success.  Partnering 

success is then further subdivided into critical success measures of subjective and objec-

tive measures.  The management skills are crucial when it comes to relationship man-

agement and works as the base for establishment and maintenance of a business rela-

tionship.  Incorporated into this model are variables that can be used in order to measure 

the critical success factors which can either strengthen or weaken the relationship 

(Cheng et al., 2000b). 

Source: Cheng, Li & Love, 2000, p. 85 
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7.6.1 Critical Contextual Characteristics 

 

A company should be able to connect the motives for establishing a partner arrangement 

with its own strategy.  Some previous research should also be carried out to identify the 

appropriate business partners to establish partnering relationships with as these types of 

relationships are long term.  Characteristics of this category are adequate resources, 

management support, mutual trust, long-term commitment, coordination and creativity 

(Cheng et al., 2000b). 

The adequate resources are connected to resources shared in forms of expertise and cap-

ital.  Many different knowledge sources are involved in the construction industry as it 

coordinates many different stakeholders.  When resources are combined successfully 

between companies it will increase their competitive advantage (Cheng et al., 2000b). 

Management support is another crucial factor when using partnering. The management 

would formulate the corporate strategies and as the partnering objectives should be 

aligned with such strategies it is important to have the support from the management 

(Cheng et al., 2000b). 

Mutual trust between firms must be existent for partnering to be successful (Cheng et 

al., 2000b; Hellard, 1996, cited in Chan et al., 2004).  Trust relates to a party‟s belief 

that its partner will satisfy the requirements predetermined (Cheng et al., 2000b). 

Cheng et al. (2000b) describe long-term commitment as the commitment of a firm to 

always integrate regardless of unforeseen problems arising. 

The different partners in a construction project often have different times of involve-

ment throughout a project meaning that coordination will play an important role (Bay-

ramoglu, 2001).  Mohr and Speakman (1994) define coordination as how firms expect 

the other business partner to fulfill its responsibilities (cited in Cheng et al., 2000b). 

Better coordination between parties can be achieved through using more contacts be-

tween the firms involved and clear expectations should be communicated (Cheng et al., 

2000b).  Failure to properly coordinate operations with other partners can cause a firm 

unnecessary costs, time delays and quality issues (Bayramoglu, 2001). 

Creativity through collaboration can be a strategic tool for businesses creating innova-

tive ways to operate and therefore enhance the performance (Cheng et al., 2000b).  This 

can be of greater benefit when the partnering agreement reaches beyond one project on-

ly (Cheng et al., 2000b).  To incorporate the ideas of all business partners involved in a 

project from the very start can add to the value of the finished product (Bayramoglu, 

2001). 

 



  

 
28 

7.6.2 Critical management skills 

 

Effective communication and conflict resolution are two parts of management skills 

needed to successfully maintain a partnering agreement.  When mastering the skills of 

effective communication a company will be able to discuss different ideas and there will 

be less confusion and misunderstandings between the partners.  Additionally, it will 

build on the trust and promote participation.  This will enable an open environment in 

workshops that can lead to identification of goals and how to achieve them in the best 

way.  Conflicts may appear when the objectives of the parties are not aligned and it is 

important to have developed resolution skills to handle the situations and to jointly 

agree to an optimal resolution.  This is particularly essential in a dynamic environment 

that deals with a great deal of uncertainty (Cheng et al., 2000b). 

 

7.6.3 Critical Success Measures of Partnering  

 

The positive success factors of a partnering agreement can be divided into subjective 

measures and objective measures.  The subjective measures relate to satisfying long-

term goals and are then assessed by indicators relating to each individual goal (Hair et 

al., 1998, cited in Cheng et al., 2000b).  The subjective measures are then subdivided in-

to perceived satisfaction of partners‟ expectations and compatible goals.  The objective 

measures on the other hand is related to short term goals (Marosszkey & Karim, 1997, 

cited in Cheng et al., 2000b) and are more easily calculated than the ones of subjective 

measures (Cheng et al., 2000b).  Different variables can then be chosen to measure this 

such as client satisfaction, change in scope of work and rework (Cheng et al., 2000b). 

 

 

7.7 Changes within a Business Network  

 

There are different factors that can explain the changes in a business network and these 

can be categorized under exogenous factors and endogenous factors.  The exogenous 

factors relate to changes in the external environment of a market such as economic, so-

cial, technological and cultural aspects.  The actors within that network will then have to 

adjust to these changes that will occur.  However, there are also endogenous factors that 

can affect the network environment where changes are initiated by the companies them-

selves.  How companies choose to adjust to these changes will affect their performance 

(Håkansson & Snehota, 1995). 

An intervention can be encouraged by a change internally within the firms or externally 

in the business network in which they are operating.  In order for the change to take ef-
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fect, the other party will have to accept it.  Adjustments become necessary in order to 

accomodate this change.  It is important to recognize that change is the result of inter-

ventions by both parties rather than by one single plan and is often complex and may 

take some time (Ford et al., 1998).  

 

7.8 E-Commerce 

 

The development of the internet has resulted in an increased usage of e-commerce in the 

business-to-business setting, creating new opportunities to explore benefits for all par-

ties involved.  E-commerce can potentially increase the efficiency of a company‟s oper-

ations, improve communication flow between businesses, and reduce costs associated 

with the interaction between companies (Standing, 2009).  There has been a progression 

in the globalization process as the popularity of e-commerce has increased (Standing, 

2009). 

It is necessary for firms to re-evaluate their existing business processes in order to suc-

cessfully adapting new technologies (Anumba & Ruikar, 2008). Yang and Papazoglou 

(2000) point out that e-commerce systems should be able to interoperate with a compa-

ny‟s other systems that are being used to facilitate the operations.  It is essential to coor-

dinate these systems in order to fully utilize them in an effective manner and this is 

done by looking at the entire supply chain and its functions (Yang & Papazoglou, 

2000).  

 

7.8.1 Definitions 

 

The following definition of e-commerce is given by Laudon & Traver (2009, pp. 1-9):  

“The use of the Internet and the Web to transact business. More formally, digitally ena-

bled commercial transactions between and among organizations and individuals.”  Lau-

don and Traver (2009) further discuss the difference between the concept of e-

commerce and e-business and the importance to separate them.  Therefore, the follow-

ing definition is given by Laudon and Traver (2009, pp.1-10) for e-business: “The digi-

tal enabling of transactions and processes within a firm, involving information systems 

under the control of the firm.” 

 

E-business therefore relates to the internal usage of systems, whereas e-commerce co-

vers transactions done beyond firm boundaries.  However, there has been a debate re-

garding how one would separate the two definitions (Laudon & Traver, 2009) and we 

have therefore chosen to use the two concepts interchangeably.  For the purpose of this 

report, we will consider the definition of e-commerce as a system which encompasses 

the entire universe of electronically interchangeable business activities. 
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7.8.2 Benefits 

 

The framework provided by Lucking-Reiley and Spulber (2001) divide benifits derived 

from the implementation of e-commerce applications into four categories, namely cost 

reduction, intermediation, maket structure and ownership and effects on organization.  

Due to the fact, that the third aspect of this framework is not applicable, we chose to 

eliminate it for this paper.   

 

The first category is cost reductions through automated procurement process transac-

tions.  Transactions can be processed without clerical errors and unnecessary delays and 

as a result costs will decrease.  Another example of cost savings that can be made is re-

lated to the search for product information.  Information is more easily obtained through 

e-commerce systems that will reduce the time spent searching for it and therefore speed 

up the process.  Not only can reduction in costs be realized through the direct costs but 

also by avoiding indirect costs such as travel expenses when visiting business partners, 

paper work and other expenses related to the manual process (Lucking-Reiley & Spul-

ber (2001).  

 

The second category brought up is the intermediation aspect of e-commerce.  The role 

of the intermediators is to bring the seller and buyer together and their involvement in 

the process can vary.  Some would argue that the elimination of such intermediators 

would cause less costs as the company would avoid using middlemen.  However, Spul-

ber (1999) points out that this may not always be the case, especially in terms of out-

sourcing (cited in Lucking-Reiley & Spulber, 2001).  In fact, the intermediators play an 

important role when a company chooses a strategy to outsource some of its activities to 

intermediaries in order to concentrate on other core activities (Lucking-Reiley & Spul-

ber (2001).   

 

The fourth category relates to the effects of the organization of firms.  The scope of e-

commerce reaches beyond the cost savings between firms; it provides a core diversifica-

tion of organizational structure.  By firms adapting e-commerce and the transaction 

costs going down, outsourcing strategies will be applied and vertical separation will 

take place meaning independency of supply chain partners (Lucking-Reiley & Spulber 

(2001). 

 

7.8.3 Reluctance for the Adoptation of E-commerce 

 

Aranda-Mena (2004) describes the construction industry as a unique industry to the idea 

of adopting e-commerce as a means of interaction among the business partners.  This 

lacking of implementation is not considered to be because of unsatisfactory technology, 

but on the contrary, to the nature of the construction industry and the impediments of 

this industry.  Out of the AEC (Architectural, Engineering, and Construction) industries, 
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construction is showing to be the only industry that is hesitant to adapt the technologies 

full on.  Where Engineering and Architectural firms use e-commerce as an integral part 

of their day to day business, the adoption of e-commerce in construction has shown se-

vere lacking in this area.  These businesses generally pursue and maintain their business 

relationships through personal interaction, trust, and loyalty.  Aranda-Mena (2004) ex-

plains how construction firms frequently find these personal relationships as the corner-

stone of their progression, heightening the reluctance for change.  Aranda-Mena (2004) 

explains these as the barriers which have focused companies to avoid and are presented 

as such: 

 

Confidence/Trust -     Brown (2002) states this barrier as a leap of faith for many users, 

as they feel they will lose the control of confidential information from its implementa-

tion (Cited in Aranda-Mena, 2004).  Colto‟s (2001) study showed that 29% of non-

adaption of e-commerce was accredited to lack of confidence and trust, where 17% 

were concerned with legalities (Cited in Aranda-Mena, 2004). 

 

Cultural Change - making strategical changes to the competences of the employees 

gives the ability to motivate employees on diverse actions within the firm (Cheng & 

Love, 2004, cited in Aranda-Mena, 2004) 

 

Business Process Change - requires new specialized skills and management techniques 

to support the diversification (Laidlaw 2001, cited in Aranda-Mena, 2004) 

 

Uncertainty of Return - Firms are skeptical if the increased investment of implementing 

such systems will generate enough new business to make the initial investment worth-

while (Aranda-Mena, 2004). 

 

Although the determent's are not limited to the above, these are the main focuses which 

we will be addressing in our study as they are the most commonly present in the con-

struction industry.  As concluded by Aranda-Mena (2004), the barriers of implementa-

tion are drastically more abundant in SMEs as the risk is much increased in compared to 

larger firms, but nonetheless, the impediments still exist for all construction firms and 

are to be seriously considered before the implementation of such systems. 
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8 Empirical Results 

 

The empirical findings will utilize a summary of the findings found from the construct-

ed interviews.  Following are summaries of those interviews by company. 

 

8.1 NCC 

 

Marcus Holtz, head of purchasing for NCC South, went through an in-depth interview 

on the relationship management practices which they use among their various suppliers. 

 

8.1.1 Existing Relationships 

 

Based on the initial question asked by the interviewers in regards to if they develop rela-

tionships among their suppliers and if so how they develop and maintain these relation-

ships, the findings are as such.  Holtz (2011) explains that NCC does not currently work 

to develop or maintain supplier relationships.  There are some strategic suppliers which 

they use, but the majority of their business is based on bid price.  Beijer, their main stra-

tegic partner, is used simply for its diverse product selection and geographical range.  

Beijer themselves covers areas all over Sweden along with 20,000 products plus, which 

makes them a very good partner to have.  Beijer themselves have had a relationship with 

NCC for approximately 20 years and have become more of a stockholder to NCC than 

anything else.  Their businesses have somewhat become co-dependent on each other.  

Another benefit which Beijer brings to NCC is that NCC does not traditionally carry 

stock.  Beijer, having warehouses all over the nation are able to store stock for NCC and 

deliver on a project basis, eliminating much of the costs that would normally be in-

curred by NCC. 

The most important factors that Holtz (2011) sees in developing and maintaining rela-

tionships is the transfer of knowledge as well as administrative routines.  This is be-

cause when NCC enters into an agreement there is usually a very large volume associat-

ed with it.  Therefore, everything needs to run smoothly.  If the administrative routines 

are coordinated it makes for much less chance of confusion as well as knowledge trans-

fer is necessary so that NCC makes sure they are getting the proper products for the 

proper projects.  This is one factor which Holtz (2011) feels is essential.  Suppliers must 

know their products and know them well.  Otherwise, NCC will have to employ hun-

dreds of specialists in all sorts of products to make sure that the right one is being used 

to complete the task at hand. Hence forth, supplier knowledge and knowledge transfer is 

essential when developing business relationships with suppliers.   



  

 
33 

NCC will not enter into any relationship agreement that has been forced upon by legali-

ties.  However, NCC will try to use suppliers which they have had good experiences 

with in the past but it is not a main focus. 

NCC also goes beyond Beijer and negotiates directly with the producer of products.  For 

example, NCC may negotiate prices with an insolation production company, and then 

retrieve the product out of Beijer‟s stock.   This is again because of Beijer‟s ability of 

geographical proximity to construction sites all over Sweden.    

NCC does not focus on using existing relationships as long as the aspects mentioned 

above are met.  If price and delivery times are satisfactory, there are no other aspects de-

termining a business transaction.  Holtz (2011) discussed how older generations may 

take more weight to relationships and maintaining good partnerships but that is not 

something that NCC focuses on at all today. 

 

8.1.2 Suppliers Outside of Relationships 

 

Holtz (2011) discusses how approximately 70 percent of all suppliers are used on an in-

dividual, project based term.  That means that only 30 percent of supplies come from 

suppliers such as Beijer.  This is due to the nature of the construction industry and that 

every project may be different and require much different supplies.  The construction of 

a home for example is much different in respects to suppliers as that for building a tun-

nel.  Holtz (2011) also points out that geographical range is a key factor when choosing 

a supplier, for example, a supplier in Malmö for labor laying floors is not practical if the 

project is in Kiruna.  

NCC is willing to enter into short term relationships or agreements, usually up to three 

years, but this is very dependent on the world market.  Holtz (2011) believes that if the 

economy looks to be sinking, extended contracts beyond a project basis are irresponsi-

ble because prices are projected to decrease.  This is opposite for when the economy is 

projected to rise as prices will increase.  Therefore, NCC will try to obtain agreements 

beforehand to minimize pricing inflations in the future.   

 

8.1.3 Communication with Suppliers 

 

Currently, NCC receives reports from Beijer every six months giving a detailed descrip-

tion of all products purchased.  This allows NCC to see exactly where they are spending 

the bulk of their investment, delivery times, and other variables while allowing Beijer to 

know exactly what kind of purchasing trends are being used by NCC in order to main-

tain stock.  Along with this, Beijer submits the statistics to NCC of their current stock 

along with time frames on when out of stock products will appear in their inventory.  
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Holtz (2011) feels this is a very useful tool, especially important when it comes to fore-

casting prices or when bidding for new business.  This system however, does not supply 

any information to the supplier in regards to what NCC needs or requests outside that is 

what is shown in their company specific purchasing portal. 

Beijer themselves visit every construction site of NCC three times a week.  Holtz (2011) 

discusses how this allows for better response on necessary delivery times as well as 

gives the ability for the representative to fix any issues which may arise along with last 

minute requirements.  This is very necessary in keeping the process moving and failure 

in this aspect may cost NCC large amounts.   

 

8.1.4 Product and Supplier Development and Objectives 

 

When working with Beijer, NCC attends many meetings and product development sem-

inars in order to make sure that the products delivered to Beijer are along the specifica-

tions and wants of NCC.  They work closely in hand with the major products which 

they purchase with Beijer, but aside from the major products, NCC is not involved in 

any product development.   

Holtz (2011) also explains that NCC does not take focus on the goals and objectives of 

the suppliers which they use outside of their strategic suppliers.  As long as the basics 

which NCC requires are met, then the supplier is sufficient, if they are not, it is insuffi-

cient.  However, Holtz (2011) does understand though that the goals and objectives of 

Beijer for example are very important.  Since they have become such a strategic partner, 

the loss of Beijer would be devastating to NCC.  Therefore, NCC understands this as-

pect when negotiating with Beijer and will make sure that all negotiations end profitably 

for both parties. 

 

8.1.5 E-Commerce 

 

NCC uses a very sophisticated e-commerce system which they refer to as their purchas-

ing portal.  This portal keeps all information of every supplier which NCC has used for 

the past decade.  From here, NCC can review comments about the last experience with a 

specific supplier in regards to performance, delivery times, quality, and price.  As well 

this system allows for the purchaser to post business opportunities on the portal and 

immediately all suppliers in the portal will be notified.  The system also allows for the 

different suppliers to bid on each offering and allow a very easy to use, organized way 

for NCC to choose which supplier will be best fit for the necessary task.  This system 

also allows NCC to view suppliers previously used by different regions and that regions 

evaluation of their past experience with any given supplier.  
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Although NCC does not limit their suppliers to those going through the purchasing por-

tal system, approximately 60-70 percent of the suppliers are obtained through this sys-

tem.  Suppliers obtained through other means such as phone conversations, faxes, and 

personal consultation is very uncommon and not part of regular business.  Only 10 per-

cent of NCC‟s supplier purchases are done through former methods of business such as 

mentioned above. 

The factors that go into purchasing products for NCC, besides geographical location, is 

that of price and delivery times.  Previous relationships do not take a large part in this 

but the said factors are much more important. 

 

8.1.6 Development in Relationship Management 

 

There have been many changes in the pursual of suppliers at NCC in the past decade.  

Beforehand, many of the suppliers were obtained from close personal relationships or 

through phone conversations or personal consultation.  This has dramatically changed 

as the implementation of their purchasing portal has made much of the business rela-

tionships electronic.  Although this has reduced the inter-human contact between the 

supplier and NCC, Holtz (2011) does not feel that it really has affected the quality of 

them.  There are still many instances where suppliers will come to the site or contact the 

purchaser to confirm steadiness of a project.  Where the large difference applies, is at 

the initial stages of business where the supplier used to do presentations to obtain busi-

ness.  Now that has been reduced to simply bidding on the purchasing portal for various 

projects.  Another aspect which has changed over the past 10 years is the personal bene-

fits or perks received in order to obtain business.  More than 10 years ago it was consid-

ered acceptable to conduct business based on these arrangements created out of personal 

benefit.  Currently, this is not something that takes place at all in NCC as personal gifts 

received must be under 30 euros in value.   

 

8.2 Skanska 

 

For the past ten years, Skanska has made a transition to being a truly global company 

operating in Asia, Africa, the Americas and Europe.  Thus, Skanska is divided into the-

se three geographic areas, which are to be regarded as separate entities.  As our re-

spondent‟s responsibilities are within purchasing for the Nordic countries, as stated pre-

viously, we focus exclusively on Skanska‟s practices and policies in the Nordic coun-

tries. 
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8.2.1 Existing Relationships 

 

We conducted an in-depth interview on the relationship management and general pro-

current strategies which Skanska uses with Robert Ruther, procurement manager for the 

Skanska Nordic Procurement Unit.  

Skanska‟s procurement operations on a corporate level are handled through its Nordic 

Procurement Unit, responsible for strategic purchasing which covers operations in all 

Nordic countries.  This procurement unit works on forming long-term and close rela-

tionships with suppliers, making national and cross Nordic purchasing agreements last-

ing for an average of three to five years.  These agreements do not only cover purchas-

ing volume, prices, and delivery time, but also define cooperative project development 

and an overall common agenda.  The adoption of these central purchasing practices 

started in 2004, but a major challenge is to communicate those policies to individual 

projects, still able to make the final purchasing decision. 

Ruther (2011) says that the reasons for why Skanska operates in such a manner are di-

verse, but include communicating the end-customers‟ demands to improve the research 

and development on the supplier‟s side.  This benefits both the supplier and Skanska as 

well as logistics, as framework suppliers ideally cover a large geographic range, reduc-

ing transportation costs.  Thus, Skanska‟s relationships with their suppliers are coopera-

tive rather than competitive. 

Before Skanska will enter a long-term relationship, they do a thorough evaluation of the 

company‟s terms and conditions as well as practices relating to sustainability, safety re-

quirements, while continuously focusing on price.  The size of a construction project, its 

importance as well as its general nature will have additional influence on the choice of 

supplier.  Skanska is more likely to use long-term partners for high profile projects and 

sacrifice minor additional costs in favor of reliability. 

Skanska continuously monitors and evaluates suppliers in cooperation with each suppli-

er mainly through comparing previously made agreements with the actual performance, 

but also through data obtained from the e-purchasing tool, as described in a later sec-

tion. 

Alongside these framework suppliers, Skanska has several in-house suppliers of con-

crete, some steel and mechanical and electrical engineering.  The strategic procurement 

unit aims to treat those internal entities as competition to framework agreements but is 

often forced to utilize them because of corporate strategic reasoning. 
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8.2.2 Project Based Procurement 

 

There are Project Support Units, which are more closely tied to individual projects and 

tailored to their needs.  These Project Support Units are local to each country within the 

overall Nordic region (see Appendix 1).  There is a local purchasing manager responsi-

ble for supporting the projects in the respective regions, one of whom is situated in all 

larger cities in Sweden.  This person serves mainly as a medium between Skanska cor-

porate and the projects ensuring that central purchasing agreements are used.  While the 

described strategic procurement units works on a corporate level and makes long-term 

agreements with suppliers, the projects are still in a position to make the final decision 

on which supplier to use for desired products.  Ruther (2011) acknowledges that these 

project managers have the tendency to work with the same supplier.  While relation-

ships are based on past experience and personal relationships justify paying too much 

for given products in the eyes of that individual, they may stand in conflict with agree-

ments that Skanska has on a corporate level.  Besides the local purchasing managers, 

there are further incentives for projects managers to use framework suppliers through 

bonuses. 

 

8.2.3 E-Commerce 

 

Skanska has developed an e-purchasing tool, through which much of the communica-

tion with framework suppliers takes place.  This portal serves both as a procurement 

platform as well as a tool for the evaluation of suppliers through the monitoring of per-

formance, delivery times, quality, and price.  Suppliers are able to answer calls for ten-

ders through this tool and place bids, offering swift and easy evaluation for the choice 

of a supplier.  Furthermore, the platform keeps all information on the framework suppli-

ers‟ catalogue, specifying product code, price, product description, delivery, response 

rates, etc.  Skanska‟s project managers are then able to place orders directly through the 

platform knowing that only favored articles are listed, while administrative matters are 

subsequently handled through this platform accordingly. 

The most important products which are in the system, and which have proven to have 

the biggest impact on cost-efficiency when in the system, are products such as doors 

and windows where large volumes are bought directly from the manufacturing firm.   

However, types of products that are purchased through this tool are still rather limited at 

this stage.  Ruther (2011) believes that this is mainly due to the typical construction in-

dustry‟s suppliers‟ reluctance to use e-commerce applications.  As such practices are not 

yet the custom as compared to suppliers within electrical commodities, piping, or me-

chanical engineering who are used to such applications because of their involvement in 

other industries which are ahead of construction with regards to the wide implementa-

tion of e-commerce. 
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Furthermore, suppliers that have traditionally sold their goods through wholesalers seem 

to be averse to enter strong relationships which would include direct sales to projects 

via the e-purchasing tool for fear of destroying their own customer cluster.  Skanska are 

still trying to enter relationships with this type of supplier in order to eliminate elements 

in the supply chain decreasing profits or increasing prices. 

This is mentioned as being a large benefit of the e-purchasing tool, as projects and the 

construction workers are able to order items which are missing rather than going to a 

warehouse personally, thereby wasting resources which could otherwise be used con-

structively on site.  

Skanska is still in the implementation stage of this tool with 25 percent of all transac-

tions being processed through the application, but string efforts are made to increase 

that number greatly. 

 

8.2.4 Product Development 

 

A major aspect of a long-term relationship that was stated by Ruther (2011) is product 

development.  For this purpose, Skanska serves as a mediator between end-customers 

and their suppliers.  Skanska as well as respective suppliers cooperate closely and ac-

tively develop solutions that best suit the current market demands.  This sort of close 

cooperation ensures a long-lasting relationship with benefits for both parties involved, 

which is further strengthened by the resulting interdependence through the time and 

money invested. 

Besides these joint research and development efforts, Ruther (2011) explains that 

Skanska aims to involve suppliers in the early stages, namely the submitting of a tender, 

of a construction project and to have fruitful personal discussions throughout the devel-

opment of the project.  Ruther (2011) sees this as necessary as due to the uniqueness of 

every project.  Ideally Skanska uses the information gained from this cooperation once a 

project is won, but aims to pressure suppliers by including competition in later stages, 

without harming the relationship.  However, this type of collaboration may be jeopard-

ized through the individual projects ability to finally choose a supplier.  Skanska‟s pro-

curement aims to raise awareness of that matter among suppliers, which is seen as tak-

ing a step towards a closer relationship by underlining authenticity and distancing the 

strategic Procurement Unit from the individual projects in the eyes of the supplier. 
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8.2.5 Communication 

 

Ruther (2011) states that the communication between Skanska and their suppliers has 

changed profoundly, due to the implementation and increased use of the e-tool but also 

due to changes in operations of Skanska.   Products are bought without supplementary 

services such as installation, which used to agreed upon and specified in detail via 

phone calls or other personal communication due to each project's uniqueness.  Thus 

communication with framework suppliers takes place exclusively through the Strategic 

Purchasing Units on a managerial level involving interpersonal communication.  This 

cannot be replaced by e-commerce applications, due to the complexity of issues men-

tioned earlier, such as research and development, project development and designing 

agreements.  E-commerce has had a substantial effect on the communication between 

the Strategic Procurement Unit and individual projects.  Conflicts have occured fre-

quently, as interest of the strategic units may differ greatly from those of individual pro-

jects with respect to the choice of supplier. 

 

8.3 Svevia 

 

We went through an in depth interview with Fredrik Abrahamsson, construction man-

ager at Svevia about their practices and policies with respect to their relationships with 

suppliers, general procurement, as well as Svevias e-commerce application.  The find-

ings from the interview are as follows. 

 

8.3.1 Existing Relationships 

 

Svevia does not focus heavily on the development of long-term relationships with major 

suppliers.  It is their goal to find the best solution for each individual project thereby at-

tempting to press prices through competition, making it hard to form long-term partner-

ships.  However, suppliers that Svevia sends a call for tenders to, will be from a pool of 

suppliers with which Svevia will have done business before.  This method ensures a 

level of competition among suppliers while keeping costs associated with finding new 

suppliers at a minimum. 

Depending on the type of product, Svevia will contact a small group of suppliers with 

which they have three-year purchasing agreements, which are made by Svevia‟s strate-

gic purchasing department.  Such contracts will specify a list of items including price, 

purchasing volumes, delivery timing, as well as logistics.  The strategic purchasing de-

partment will analyze a given market situation and will then attempt to sign a purchas-

ing contract with the supplier that has outperformed all other under the purchasing de-

partment‟s scrutiny, starting by confirming that the supplier complies with requirements 
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regarding safety and sustainability to an assessment of quality, service and price etc.   

Project managers responsible for hands-on purchases for the ongoing construction work 

are then able to buy products using those corporate agreements, facilitating daily opera-

tions.  Products for which such practices are used include petrol, steel and concrete, 

while previously described practices usually apply to suppliers of labor or project spe-

cific goods. 

Svevia continuously monitors these strategic suppliers using criteria such as product 

quality, price, delivery time, or complimentary services.  This data is primarily used for 

possible contract renewals and have an influence when choosing between different ten-

der responses.  However, Svevia‟s purchasing agreement last for a maximum of three 

years and they consider relationships to be terminated along with the discontinuation of 

the agreement.  Previous relationships therefore have no effect on the choice of suppli-

ers. 

Besides external suppliers with which Svevia has developed relationships, there are a 

number of in-house suppliers, mainly of gravel.  Their focus lies on the conveyance of 

raw material within close geographic proximity to large construction projects. 

At times, depending on external economic factors, Svevia will approach partners with 

the aim of adjusting contracts according to a given situation, while most purchasing 

contracts, depending again on the type of product in questions, will have a clause ascer-

taining a frequency with which aspects such as prices are to be adjusted. 

Purchasing agreements as well as the fact that Svevia works with in-house suppliers, re-

sults in projects being forced to work with certain suppliers, provided that a contract or 

strategic, corporate policy states that.  Therefore on occasion, an individual buying deci-

sion cannot be made in accordance with the projects incentives alone, but must include 

other factors.  This becomes extremely important, as relationships continue to improve 

by strengthening trust with the suppliers and thereby ensuring a positive approach to 

cooperation.  A further aspect that can be seen as relationship maintenance is Svevia‟s 

willingness to incur additional costs when purchasing certain items from a specific sup-

plier, as other items‟ price outweigh those additional costs. 

 

8.3.2 Project Relationships 

 

Svevia does not only have relationships on a corporate level, which are officially agreed 

upon and defined through agreements but individual projects have a variety of relation-

ships of their own, which are independent of corporate strategic policies.  These types of 

relationships are commonplace when looking at services, as they usually imply labor 

and therefore employees.  Communication with such partners have not undergone se-

vere changes through the e-application, as their organizations tend to be small and not 

technically advanced with respect to the use of communication tools. 
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8.3.3 Suppliers Outside of Relationships 

 

A large proportion of Svevia‟s purchases are done using suppliers which no previous re-

lationship exists.  A core reason Abrahansson (2011) mentions is the geographic prox-

imity of suppliers to construction projects.  Since Svevia‟s projects invariably involve 

vast volumes of gravel, the logistic costs are a highly important factor, making long-

term partnerships with suppliers of that nature intricate.  The importance of the cost of 

logistics is increased further for two reasons: transport costs of gravel make up a large 

bulk of the overall costs and are furthermore included in the forecast of the budged used 

for tenders.  As a result, projects may be lost due to a bid which is too expensive and go 

to Svevia‟s competition. 

 

8.3.4 Product Development 

 

Svevia is increasingly focusing on joint product development in cooperation with their 

suppliers.  Products that were developed in cooperation in the past include the security 

fence guiding motorways. 

Research and development is not the primary focus of Svevia.  The company makes a 

2% profit in relation to its turnover and is therefore forced to be extremely resource ef-

ficient without the possibility of a large product development budget.  Developing 

products in cooperation with suppliers is therefore seen as a viable and useful option. 

 

8.3.5 E-Commerce 

 

Throughout the past several years, Svevia has been going through the process of devel-

oping and e-commerce application referred to as “purchasing portal”.  The application 

holds all information on Svevia‟s entire catalogue of products available through corpo-

rate long-term purchasing agreements and is used for the individual project‟s procure-

ment of products. 

Not only is this portal used for procurement of components for work in progress, it fur-

thermore replaces some of the communication with long-term suppliers.  The system is 

able to submit tenders to suppliers asking for information on prices as well as schedul-

ing, process orders and forward them to the respective supplier as well as handle invoic-

es. 
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Since the inception of this portal, Svevia is continuously working on including more 

suppliers into the system, starting with their largest ones with respect to trade volume, 

as this yields the largest economic benefits. 

 

8.3.6 Communication 

 

The communication with Svevia‟s suppliers has gone through a transition from being 

rather personal to increasingly anonymous.  However, this transition has not had an ef-

fect on business relationships.  The purchasing portal has merely replaced personal, in-

terorganizational communication on a project level, while close, inter-personal contact 

is maintained on managerial levels, responsible for relationship management. 

Personal relationships that might facilitate business with certain suppliers are seen as 

taboo both by Svevia‟s code of conduct as well as Swedish legislation.  Inter-personal 

communication however, is seen as an important aspect of a good business relationship 

but must be kept on a strictly professional level. 

 

8.4 Draka Kabel 

 

Sandberg (2011) began by discussing the business model of the company that had 

changed within the last three years.  This change was initiated by the fact that there has 

been a change within the industry as to how business is conducted.  Sandberg (2011) 

emphasized the need to operate in a more professional manner than only basing it on 

personal relationships.  There has also been a change in the transparency of the transac-

tions and the openness.  He also believed that the economic crisis may have played a 

role in this change.    

Rather than using a push strategy and only working with a wholesaler, Draka Kabel has 

now chosen a pull strategy where they meet and inform the end customer of the product 

assortment to promote the brand.  This has a lot to do with the complexity of the prod-

uct and the safety issues related to it.  Draka Kabel is quite unique in that sense as its 

competitors are using more of a push strategy.  Brand awareness is therefore an im-

portant aspect and to get closer to the customer. 

Also, on the utility side of the business and the OEM‟s (Original Equipment Manufac-

turer), the bigger customers had themselves expressed that they preferred to have direct 

contact with Draka Kabel.  Many of the companies had re-evaluated their practices and 

were looking at the relationship from a supply value chain perspective which initiated 

this new approach.  Therefore, the decision to deal directly with the end customer and 

eliminate the wholesaler as they did not add any value was a mutual decision. 
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8.4.1 Approaching the Market 

 

The company applies different business models to different segments of customers.  The 

customers are divided into three segments; the wholesaler, the OEM business and the 

utility business. 

  

8.4.1.1 Wholesaler 

 

The wholesaler plays an important part as a lot of local smaller quantities are purchased 

from them meaning that there is an economy of scale.  Draka Kabel has chosen to work 

with three out of six wholesalers that are present in Sweden.  A wholesaler can have a 

wide range of customers and Draka Kabel cannot rely on the wholesaler to always pro-

mote their product to them.  Educating the wholesaler about the product has been one of 

the main goals for Draka Kabel due to the complexity of the product and the safety is-

sues related to it.  By doing so, Draka Kabel is approaching the market with the whole-

saler.  

The company is also mapping some of the customers with the wholesaler and developed 

a plan on how to approach these customers, which turned out to be a very successful 

strategy.  From that, the company could further develop strategies as to how to build re-

lationships with these customers.  The contract states the goals of the relationship but is 

not binding as the conditions can be changed at any time by both parties.  It is important 

that there is a win-win situation for both parties and that the aim is established and how 

it should be achieved.  These goals will be adjusted on a continuous basis as changes 

occur. 

Sandberg (2011) admits that there has been a bit of a struggle to directly approach the 

end customer as this has traditionally been done by the wholesaler and that the whole-

saler is often resistant to change.  Wholesalers are used to making decisions and to have 

the control over the relationships.  For example, when a customer is purchasing a prod-

uct, the wholesaler may be able to offer a product mix that will benefit the wholesaler 

and they can adjust the prices as they wish. 

 

8.4.1.2 Original Equipment Manufacturer (OEM) 

 

The second segment is the OEM business which is more or less direct.  Sometimes the 

customers would even approach the company with their requirements for a product and 

develop the product together.  
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8.4.1.3 Utility / infra 

 

Finally, the third segment is the utility business, also called the infra side, which is a 

combination of wholesalers and direct sales depending on how it operates and customer 

requirements.  This segment consists of approximately 1500 customers ranging in size.  

Draka Kabel is approaching the bigger installation firms to ensure that they are purchas-

ing their products.  Again, educating and promoting is important here and this is done 

by meeting the electrician and explaining the difference between the products.  Con-

tracts are often managed centrally in order to meet the customers locally as there are 

branches widespread over bigger geographical areas.  Therefore, by approaching the 

customer at a central level, Draka Kabel gains access to the local branches. 

Even though the companies are divided into different segments the company approaches 

all of its customers in the same way as they want to keep close contact with the end cus-

tomer. 

Sandberg (2011) emphasized throughout the interview how important it was to identify 

the needs of the customer and ensuring that the right product was purchased as it could 

have severe and costly implications if the wrong product was bought.  

 

8.4.2 Maintaining Relationships 

 

As previously stated, the company is approaching customers at a central level as this is 

the only way to obtain local access. Then the performance of the company is measured 

and followed up in order to keep the business.  

Draka Kabel is only dealing with internal suppliers for their products and Sandberg 

(2011) admits that there are some difficulties with this type of sourcing and believes 

that the treatment would perhaps been different if he was an external customer.  Good 

communication and planning ahead is key to a good relationship in this aspect. 

With the many opportunities arising for marketing, Draka Kabel are finding partners to 

collaborate with.  Meetings are often set up including more than one company where a 

wider variety of information is provided to make it more attractive for customers to par-

ticipate.  The informative meetings with the customers take place even after the initial 

contact has been made to keep the customer updated.  

Due to the nature of the product and the safety issues associated with it, some of the 

bigger customers will perform an audit for the company‟s operations and the product it-

self before the actual purchase. 
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8.4.3 E-commerce 

 

The extent of usage of e-commerce is very dependent on the segment the customer be-

longs to and how the company approaches it.  E-commerce has improved some of the 

operations within the industry.  Traditionally, the electrician would have had to physi-

cally gone directly to the wholesaler to purchase the necessary products for his or her 

project and then return to the work site to install them.  With e-commerce, the electri-

cian can now order it in advance and by that save both money and time.  E-numbers for 

the products are set up to ensure easy access.  Also, other applications have been devel-

oped by the company along with catalogues describing the products and its attributes.  

By simply entering the requirements of the product, the service will recommend the ap-

propriate products and additional suggestions.  Again, Sandberg (2011) points out that 

there is a struggle within the industry for using these services as it has been falling be-

hind and the IT knowledge among some of the supply chain members such as the elec-

tricians is poor. 

When asking if e-commerce has improved relationships within the industry, Sandberg 

(2011) believes that it has changed rather than improved as there is still a need for per-

sonal contact.  This is particularly important when launching a new product where cus-

tomers are unsure about the features of the product.  Also, the union for electricians is 

worried about the developments in the industry.  

Sandberg (2011) feels that e-commerce is useful for maintaining a relationship, but that 

the initial contact when establishing a relationship needs to be at a close level.  When 

the company has made that initial contact and the customer is more familiar to the prod-

uct, it is easier to implement e-commerce as a supporting activity of communication.  

Sandberg (2011) points out that: “They still want personal contact, we know that for 

sure but there has to be an efficient way of ordering things and getting things.” 

 

8.4.4 Information Flow 

 

Sandberg (2011) describes the information flow between the companies as going both 

ways.  There is a need to develop products together by involving the customer in the 

process.  Sandberg (2011) explained that there is a need to involve both the product de-

velopers and the more outfacing sales people to promote the product as the product de-

velopers would have good knowledge about the technological aspect whereas the sales 

people can translate this knowledge into more easily understood terms.  As Sandberg 

(2011) puts it: “When you have the right people in the organization you know that you 

get an answer at the right time, you get good feedback and you get the right messages.”  

Also, Sandberg (2011) states that it is essential to have the right people in the organiza-

tion and to educate these people as it will be crucial for the business to succeed. 
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9 Analysis 

 

This section of the report will compare the theoretical framework that was previously 

discussed with the empirical findings.  We will discuss the confirmations of academic 

theory along with contradictions which theory holds to reality.   

 

9.1 KMV Model 

 

The first model presented in the academic theory presents a lot of discussion among the 

findings that were discovered through this paper.  The KMV model expresses trust and 

relationship commitment at the centerfold of business relationships.  However, when 

analyzing this to the data, we find contradictory results.  NCC along with Svevia, for in-

stance, values price as the highest determinant when entering into a relationship.  

Skanska, who values their procurement department for long term agreements, still holds 

price as the main factor in relationship development.  However, the KMV model does 

hold true from the supplier perspective of the relationship.  Draka Kabel showed that a 

win-win situation is necessary to develop a relationship which focuses mainly on trust 

and mutual benefit. 

Trust was a crucial underlying factor for all firms that were interviewed.  But unlike the 

KMV model proposes, trust was not the main focal point of the relationship, price was.  

Once satisfactory pricing was established, trust in regards to delivery times, historical 

performance, and reliability, are a major focus on moving any relationship past the ini-

tial stages.  This is shown by Skanska, whom follow Cheng et al.‟s (2000b) definition of 

trust, showing these factors as a critical.   

Termination costs have a large impact on the longer relationships seen by all three con-

struction firms.  All three use “strategic suppliers” which have become stakeholders in 

the firm for their importance showing a larger scope of supplier relationship (Ford et al., 

1998).  The loss of any strategic supplier would be detrimental to the firms and there-

fore supports the KMV model in that high termination costs support trust in the rela-

tionship.  As a supplier to the market, Draka Kabel minimizes their termination costs by 

wide spreading their customer base and reducing the risk associated with any one client. 

Relationship benefits theory is shown strongly by Draka Kabel.  The benefits which 

they bring to their clients go above and beyond profitability, performance, and customer 

satisfaction by presenting educational seminars and training in the products for their cli-

ents.  Weakly linked, NCC also shows similar relationship benefits with Beijer.  

Knowledge transfer and product development are key in the relationship and show add-

ed value from entering the relationship.  This situation between NCC and Beijer support 

Ford et al.‟s (1998) proposition of having increased costs with larger numbers of suppli-
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ers as well as administrative and warehouse benefits apparent among existing relation-

ships.  NCC coordinates the administrative routines through their e-commerce system 

with Beijer, and further utilizes Beijer‟s warehouses around Sweden as an addition to 

the benefits they receive.  Having the individual supplier rather than a web of multiple 

suppliers enhances the relationship and brings about these privilages previously stated.  

The early involvement of a supplier in the development of a product, as in the case of 

Draka Kabel, Svevia, and NCC, is showing that revenue benefits can be realized as ex-

plained by Ford et al. (1998) and indirectly by Cheng et al.‟s (2000b) idea of creativity 

of incorporating ideas to create value.  This also shows that there are adequate resources 

in place creating a competitive advantage (Cheng et al., 2000b).  In turn, Ford et al. 

(1998) explained, firms have a tendency to only focus on direct costs, which is not the 

case as explaind by NCC where they also take transportation costs into consideration.   

Schein (1990) as well as Morgan & Hunt (1994) both stated that shared values were an 

underlying aspect which motivates trust.  This idea was only practiced by 50 percent of 

the companies involved in this study.  Both NCC and Draka Kabel take their main sup-

pliers interests as their own, as actions against their partners‟ best interest will intern 

work against their own.  Draka Kabel takes this further than NCC, which uses this per-

spective with Beijer only, by focusing on clients values intently in order to develop a re-

lationship.  Outside NCC‟s relationship with Beijer, all construction firms contradict 

this idea and the values of the supplier are not a concern of the construction companies.  

This has shown very different perspectives from the two sides of the network.   

Communication between the firms was again a divided category when complying with 

the KMV model.  While all construction firms agree that the degree of human interac-

tion is important, this type of communication has reduced dramatically with the incep-

tion of web based transactions.  Complying with KMV‟s interpretation of communica-

tion, all firms keep close communication through such means.  NCC, however, takes 

this further as strategic suppliers will visit project sites at least three times a week.  Also 

the constant communication between the firms with statistical reports transmitted be-

tween the two every six months, allows for any issues or disputes to be avoided or dealt 

with quickly as presented in the framework by Morgan & Hunt (1994) and Cheng et al. 

(2000b).  Skanska, however, gives project managers final say on purchasing for indi-

vidual projects.  This does create communication issues between corporate Skanska, the 

project, and the supplier.  This supports difficulties without communication asymmetry 

according to the framework.  Draka Kabel, on the other hand, promotes this portion of 

the framework very strongly.  Constant communication between clients as well as edu-

cational seminars is essential for again, avoiding the same issues as described in the 

model.   

Acquiescence is an aspect which was not present in any of the construction firms.  All 

firms made it very clear that they act in their own best interests first and foremost.  

Wishes and demands of their suppliers would not be adhered to, unless the underlying 

benefit came to the firm itself.  The model stipulates that this has a negative effect on 
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trust within the relationship.  The supplier perspective, however, is opposite of the con-

struction firm.  Draka Kabel, since they focus developing trust within relationships, has 

strong acquiescence, as large numbers of demands of customers do give birth to self-

benefit.  This also gives way to the power of the supplier to customer relationship, and 

how it is utilized. 

Propensity to leave an existing relationship is quite high with regards to the construction 

firms.  Again, the ideology of best price for any particular job takes precedence, gives 

any firm the opportunity, without risk, to leave existing relationships.  The benefits 

which are acknowledged are minimal outside of monetary conditions and therefore pro-

pensity to leave is always a risk.  In regards to strategic suppliers, both NCC and Svevia 

have a very low propensity to leave.  This is due to geographical dependency of the 

suppliers who present other factors to the relationship then approximately 70 percent of 

the total supplier base.  Draka Kabel, on the other hand, has a very low propensity to 

leave a relationship unless the relationship deems unprofitable.  Being a supplier, the 

loss of a relationship costs the company business, which they then would have to go and 

try to fill that void.  The loss of a profitable relationship can be very costly and therefore 

building of strong, stable relationships is a focus.   

Cooperation, in the sense that Morgan & Hunt (1994) describe, is key in the coordina-

tion among suppliers in pursuing a project.  All construction firms find the ability to co-

operate among each other as a necessary component when developing relationships.  

This is shown similar to communication with NCC receiving site visits and purchase re-

ports from Beijer, and Skanska works with product development with suppliers.    

Draka Kabel as well finds this necessary in order to maintain customer satisfaction as 

they have expressed in regards to their wholesalers.  This also supports Cheng et al.‟s 

(2000b) idea of coordination in relationship management.  The latter sense of coopera-

tion given by Morgan & Hunt (1994) as being proactive does not apply to any of the 

firms that were involved in our study. 

Functional conflicts, as described by Morgan & Hunt (1994), were not a concern for 

any of the construction firms interviewed.  Skanska looks at dealing with functional 

conflicts on a project base.  If there are potential conflicts in regards to availability or 

delivery times, then Skanska will simply find an appropriate alternative but does not let 

such events hinder existing relationships.  However, this was not a large concern or de-

termining factor when managing their relationships.  Whether these conflicts are not 

present due to subsiding factors is unknown.  From the supplier perspective, Draka 

Kabel has experienced some difficulties directly managing the relationship with their 

customers, while trying to decrease involvement of the wholesaler. To address this, they 

are cooperating with the wholesaler and mapping the customers as a compromise of the 

companies‟ wants. 

Decision making uncertainty was another component which was not a consideration of 

any of the firms.  This is due to the fact that every situation where this would be present, 
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the firms have defined contracts outlining what can be performed.  Therefore, the trust 

has been replaced by legal ties and becomes irrelevant. 

 

9.2 Interdependencies 

 

Håkansson & Snehota (1995) provided a framework used for the analyzing business re-

lationships according to interdependence.  There are five main reoccurring interdepend-

encies as described in the theoretical framework, which will, in the following be tested 

against the data obtained through the interviews. 

 

9.2.1 Technology 

 

The first interdependency that is mentioned in this framework is technology.  While 

Håkansson & Snehota (1995) mention two major implications, namely availability of 

technologies as well as the ability to integrate technology with current relationships, we 

will focus primarily on the latter for two main reasons: Firstly, the technology in ques-

tion is e-commerce, a technology which is wide spread and has been adapted successful-

ly in other industries.  Secondly, the companies which were used for the data collection 

are large enough and have sufficient resources to develop and adopt an e-commerce sys-

tem of their own, as all respondents stated that they have implemented an e-commerce 

platform or are in the development process.  However, the availability of technology has 

a minor, indirect impact on the operations of Svevia.  Some of their suppliers of labor 

are self-employed entrepreneurs, who do not have access to the internet or are not tech 

savvy enough to make use of Svevia‟s e-commerce application. 

The companies‟ ability to integrate technology on the other hand is a major aspect of 

their attempts to establish a fully functional e-commerce system.  As stated previously, 

the respondent companies are in different stages of the implementation.  NCC is ahead 

of all other respondents in terms of the level to which they have adopted their e-

commerce system and integrated their relationships partners.  Sixty to seventy percent 

of their suppliers are fully integrated into their application, to the extent that most com-

munication on a daily basis is handled through the system exclusively.  This fact allows 

for the inference that technological shifts are undertaken simultaneously both by NCC 

but also adapted by their suppliers.  While Svevia, Skanska and Draka Kabel are also 

implementing such systems, they are not taking full advantage of the opportunities at 

this point e.g. Skanska conducts 25 percent of their business through their application 

and Svevia has a mere 15 suppliers in their e-commerce platform. 

All three construction firms stated that the degree to which the e-commerce platform is 

adopted depends largely on the nature of a given supplier.  The technological integration 
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of suppliers into respective e-commerce applications tends to be facile with suppliers of 

electrical commodities, piping or mechanical engineering, as those suppliers are used to 

such applications because of their involvement in other industries.  This notion is much 

in line with that of Håkansson & Snehota (1995), who state that misfits with current op-

erations between both parties of a relationship are to be avoided, which has proven to be 

a key issue concerning construction industry specific suppliers, confirmed by all three 

construction industry respondents. 

Technological advancements, such as the implementation of e-commerce applications 

analyzed in this section, do not affect the parties of a relationship but also third party 

organizations.  Skanska stated that they are increasingly trying to import products that 

have traditionally been purchased through wholesaler by suppliers of services to 

Skanska.  Similar policies were described by NCC and Draka Kabel, who also attempt 

to delete members in the supply chain through similar methods.  Third party entities are 

therefore affected as the supply chain is altered by cutting out members simultaneously 

along with the evolvement and increasing exploitation of e-commerce. 

 

9.2.2 Knowledge 

 

The second aspect of the framework of interdependencies is that of knowledge inter-

change.  A key factor that the framework mentions is “tacit” of the use for knowledge, 

describing how knowledge is transferred between two partnering organizations.  Poli-

cies among the responding firms differ with respect to the issue.  Draka visits seminars 

and meetings frequently held by suppliers, providing good opportunities to transfer 

knowledge in both directions.  NCC meets frequently with Beijer to go to other third 

party organizations to transfer knowledge.  Furthermore, there are standardized proceed-

ings between NCC and Beijer defining frequency and type of knowledge that is to be 

exchanged via personal meetings but also through NCC‟s e-commerce platform.  

Håkansson & Snehota (1995) highlight that the means by which knowledge is trans-

ferred affects business relationships positively, which is highly applicable in NCC‟s as 

well as Draka‟s case, as joint efforts and cooperation for the sole purpose of exchanging 

knowledge facilitate ease within a relationship, a factor from the framework which is 

supported by respondents. 

A further point that the framework supplies is that a good relationship offers the possi-

bility to obtain much higher levels of knowledge than can be obtained internally.  All 

three construction firms highly supported this notion.  NCC in particular chooses sup-

pliers specifically taking this factor into account by choosing and subsequently forming 

a relationship with suppliers and with high levels of expertise in a given specific area ra-

ther than obtaining knowledge independently through education.  Skanska mentioned 

this aspect of relationships stating that their “suppliers are much better at what they do 

than we are” (Ruther, 2011), referring to benefitting from external expertise of their 
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partners, rather than dedicating resources to internal knowledge development.  There-

fore, rather than stating that less knowledge can be generated internally, they state that 

benefits are derived from the relative resource efficiency of the way in which 

knowledge can be obtained through collaboration. 

Benefits that Håkansson & Snehota (1995) stated as being derived through the inter-

change of knowledge include increased competence, increased efficiency throughout the 

supply chain but also better perception of all parties involved in the knowledge inter-

change.  Draka was the only responding firm to especially highlight the latter aspect and 

they make efforts to communicate the results of this knowledge interchange with their 

partners to other clients resulting in increased business.  The three construction compa-

nies acknowledged that the two formerly mentioned aspects are applicable to their re-

spective relationships, namely supply chain efficiency and competence, without howev-

er focusing on perception of their clients. 

 

9.2.3 Social Relations 

 

Thirdly, Håkansson & Snehota (1995) mention social relations as a facet of a business 

relationship.  While the framework highlights the importance of personal relationships 

on the entire business relationship, the data show no sign of this.  On the other hand, all 

respondents highlighted that personal relationships did not have any effect on business 

practices.  Reasons that were mentioned during the interviews were the strict guidelines 

in every organization‟s code of conduct, legislative reasons or ethical implications.  

Svevia and Skanska were the only two companies that acknowledged that personal rela-

tionships played a role at all if only a minor one concerning individual projects rather 

than involving respective strategic purchasing units.  A reason that was mentioned by 

both respondents was the relative autonomy and highly local nature of individual pro-

jects and project managers.  Types of relationships that would be affected by this per-

sonal contact would therefore not involve large scale, strategic suppliers but rather sup-

pliers or products that are purchased on a local level.  These project based relationships 

are strong involving trust and confidence and on occasion impaired corporate strategies, 

as certain local suppliers may be favored over strategic ones. 

 

9.2.4 Administrative routines and Systems 

 

A further aspect of business relationships that Håkansson & Snehota (1995) name are 

costs associated with administration and systems in general and strong efforts to keep 

those costs at a minimum.   All four respondents strongly agree with this notion and are 

working on increased efficiency regarding processes such as processing and exchange 

of information as well as communication.  As mentioned previously, all organizations 
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have developed or are developing e-applications that handle and automate all such types 

of processes.  The framework supports these tendencies and suggests industry wide 

standards as a possible solution.  However, as mentioned previously, the entire industry 

is very conservative in term of the adaption of new information technology.  All re-

spondents are currently working on integrating more and more suppliers, thereby adopt-

ing the solution proposed by Håkansson & Snehota (1995) but on a much smaller scale.  

NCC, Skanska and Svevia in particular use this notion, as they make vast efforts to in-

crease the amount of business that is conducted though the platform.  However, at this 

point the industry is therefore far from establishing standards, since every organization 

has developed an individual solution, thereby homogenizing their respective environ-

ments rather than the industry. 

NCC in particular identify this issue, stating that the industry and suppliers are therefore 

largely divided among the major construction companies such as PEAB, Skanska and 

NCC, resulting in networks centered around these construction companies.  Administra-

tive costs are therefore successfully lowered through the implementation of systems, but 

there is still much room for improvement. 

The e-commerce systems that our respondent companies develop aid them to lower 

costs, while impairing their supplier‟s to adapt fully to more than one client, as they 

tend to be smaller with more limited resources in comparison to the large firms serving 

as our respondents. 

 

9.2.5 Legal Ties 

 

The final aspect of relationships that Håkansson & Snehota (1995) mention are legal 

ties and obligations.  This aspect of the framework takes joint venture as well as pro-

curement laws into consideration.  All respondents stated that procurement laws are not 

relevant to their operation and the authors will therefore focus on the former, due to the 

fact that legal ties are common in order to maintain stability in strong minority seg-

ments, which is not the case in the Swedish construction industry. 

While joint ventures are not mentioned by any of the respondents, there are notions that 

affect their policies in a similar manner.  Of the three construction firms, Skanska and 

NCC highlighted the importance of “framework” or “strategic” suppliers respectively.  

Relationships are manifest through purchasing agreements, specifying purchasing vol-

umes, prices, delivery etc.  These agreements are made by the respective strategic pur-

chasing departments and are therefore on a corporate, strategic level.  Taking the auton-

omy of projects into account, which includes the ability to make the final purchasing 

decision, such corporate contract impairs the projects ability to act in accordance with 

their own incentives.  The concept of legal ties therefore becomes applicable to these 

two companies on the described level. 
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Furthermore, two of the four respondents have in-house suppliers of certain products, 

namely Skanska and Svevia.  Because of corporate strategy, the purchasing department 

is forced to primarily evaluate the in-house suppliers as to whether they are to be used 

or whether external competition may provide a better option.  Skanska‟s respondent 

stated, that they still aim to treat the internal supplier equally in comparison to external 

ones, in order to pressure those departments to perform well, while stating that there is 

too much of a sense of security within the in-house supplier, as business opportunities 

are guaranteed due to corporate strategies.  Therefore, even though the terminology used 

by Håkansson and Snehota (1995) of forced relationships does not apply, the concept as 

such is still applicable in this case. 

The framework further states that adaptions are an imperative in order to maintain ongo-

ing business, which is much in line with the responses of Skanska, which rather than 

Svevia, has expressed negative aspects of such close in-house relationships reflected in 

the forced adaption. 

 

9.3 General – Business to Business Network Structures 

 

As mentioned by Sandberg (2011), the informality aspect of structural related business 

relationship characteristics brought up by Håkansson and Snehota (1995), has changed 

greatly within the industry.  Traditionally, most relationships were based on personal 

contacts but the industry has experienced a change towards more professional relation-

ships.  

The social interaction of process related business relationship characteristics is still an 

important part as e-commerce cannot completely replace all previous procedures and 

how business is conducted as explained by Sandberg (2011). 

Also, as in the example of NCC, statistics of products they have purchased along with 

other information from their biggest supplier is received on a regular basis, but the so-

cial interaction is also needed to resolve any problems and to ensure smooth operations 

by Beijer visiting the company.  

Ruther (2011) explained that the local purchasing managers at Skanska have a tendency 

to use the same suppliers for their projects showing continuity characteristics of the re-

lationship and potential routinisation benefits (Håkansson & Snehota, 1995). 
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9.4 Strategies & Critical Success Measures 

 

The scope of the supplier in terms of NCC and Beijer is very important to NCC as Bei-

jer is a strategic partner and a termination of the relationship would involve great impli-

cations.  Therefore, NCC ensures that a win-win situation strategy is used for negotia-

tions. It also shows the posture of the relationship and how NCC chooses to conduct 

their business with Beijer with high integration and coordination of activities.  Also, the 

early supplier involvement of certain projects as in the case of NCC, Svevia and Draka 

Kabel, will have an impact of the scope of the supplier. 

Holtz (2011) explained as for the case of NCC that the term of the agreements made 

with the suppliers depend much on the world market which will determine the posture 

of the relationships.  Also, Ruther (2011) is stating that the size, importance and general 

nature will determine the posture.  Related to the posture of relationship (Ford et al., 

1998), Ruther (2011), Sandberg (2011) and Abrahamsson (2011) explained that they 

use in-house suppliers for some of their products as a strategic decision, but that it 

sometimes causes some issues in terms of competitiveness in the case of Skanska and 

Draka Kabel. 

Most of NCC‟s relationships is purely based on price increasing competition showing a 

large supply base with high bargaining power for the companies.  This will in turn also 

determine the posture of the relationships and how the company decides to approach 

their suppliers.  Ruther (2011) also mentioned that Skanska promotes competition 

among suppliers for their projects which supports this.  As for the case of Svevia, Abra-

hamsson (2011) points out that the company rarely engage in long-term relationships, 

but instead uses a pool of suppliers to limit the competition somewhat and keeping the 

searching costs for suppliers at a minimum. 

When discussing the framework agreements set up by Skanska, Ruther (2011) stated 

that there were incentives for the project managers to use these contracts which would 

further promote long-term relationships.  Abrahamsson (2011) also mentioned that 

Svevia monitors its long-term supplier in terms of product quality, price, delivery time 

or complimentary services.  Sandberg (2011) explained how Draka Kabel approaches 

the different segments and the posture of relationships applicable to each segment.  The 

strategies would therefore differ between the customers, but there is an emphasis to de-

velop and foster long-term relationships.  

The objective measures of NCC and their supplier relationships are measured by price 

and delivery times and this will take priority over previous relationships.  Abrahamsson 

(2011) also pointed out that price was the most important objective measure of Svevia.  

Ruther (2011) explained that an evaluation of the supplier is conducted prior to the es-

tablishment of a relationship measuring different variables as their objective measures. 
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9.5 E-Commerce 

 

9.5.1 Benefits of E-commerce 

 

The framework provided by Lucking-Reiley & Spulber (2001) divide benefits derived 

from the implementation of e-commerce applications into four categories, namely cost 

reduction, intermediation, market structure and ownership and effects on organization.  

As stated previously, we chose to eliminate the third aspect due to issues related to rele-

vance 

During our interviews, the aspect of cost reduction was mentioned directly by Skanska 

only.  Their e-commerce system reduces shoe-leather costs profoundly, as ongoing op-

erations at construction sites can be maintained by the system e.g. by offering the op-

portunity to order needful tools or parts that would have had to be bought at wholesalers 

by on-sight labor prior to the implementation of the system.  The clerical errors men-

tioned in the framework were not brought up by any of our respondents. 

The increased availability of information on products through e-commerce is a further 

source of decreased costs and mentioned by NCC as their main benefit derived from 

their system, while Skanska and Svevia referred to it as a secondary aspect.  This differ-

ence among the respondents can be lead back to the different stages the three companies 

are in with respect to their use of e-commerce systems.  Due to the fact that NCC is 

ahead fo the other respondents in terms of the amount of products available through 

their system and the proportion of transactions that are carried out through it, they are 

able to benefit heavily from the increased availability of information. 

Secondly, Lucking-Reiley and Spulber (2001) mention the intermediation aspect of e-

commerce as a source of benefits.  While this aspect in the theoretical framework re-

ferred mainly to the elimination of middlemen, and the resulting cost reduction, our re-

spondents did not state that they used middlemen.  In our case, this aspect will therefore 

fall primarily under the first category, as the cost reduction is produced internally in our 

respondents‟ organizations. 

The fourth category that Lucking-Reiley & Spulber (2001) name in their framework re-

lates to the organization of firms.  As opposed to the previous aspects, this aspect of the 

framework relates to the effect of e-commerce on the supply chain as a whole.  Re-

sponses on the matter differed greatly during our interviews.  The vertical separation 

was mentioned primarily by NCC while Skanska stated the opposite.  Skanska has 

switched from buying a product with accompanying services to doing installations etc. 

internally, while NCC outsources main parts of their on-sight labor.  The independence 

of supply chain partners as a result of e-commerce applications cannot be generalized to 

the entire industry. 
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9.5.2 Reluctance to Adapt 

 

The idea that construction firms are hesitant to adapt e-commerce as compared to their 

counterparts in AEC industries as proposed by Aranda-Mena was strongly confirmed by 

our respondents.  All three construction companies stated that they were still in the pro-

cess of implementing their respective systems and furthermore acknowledged that other 

industries with engineering, and technological backgrounds are well ahead.  However, 

Amanda-Mena (2004) describes personal relationships as the cornerstone of construc-

tion industry business relationships of which we found no trace throughout our inter-

views, but rather found that the primary focus of all our respondents lies on price.  This 

shift in the industry has being going on for a number of years, due to economic pressure 

and was named as a reason for increased use of e-commerce applications. 

Robert Reuther (2011) stressed that the personal relationships that were described in 

this framework were much more relevant in the past, as a specific generation of individ-

uals play a decreasingly important role in the industry. 

As presented in the theoretical framework section of this report, Aranda-Mena (2004) 

names a list of determinants causing the reluctance to change.  The reasons for why the 

determinants are in the framework are not applicable on a managerial level, which could 

affect relationships.  The lack of confidence in a system was mentioned during the 

Skanska interview and affects their operations in the projects.  It therefore did not have 

an effect on the decision on whether to implement an e-commerce system but rather im-

pedes the ongoing adoption of the system in practice, since project managers are in a 

position to make buying decisions.  These project managers tend to have a lack of trust 

in the e-commerce application and opt for suppliers that are not integrated into the sys-

tem, due to this lack of confidence. 

The framework by Aranda-Mena (2004) includes a list of factors that increase the con-

struction company‟s reluctance to adopt e-commerce applications.  Some of these fac-

tors have become outdated and others are not applicable due to the nature of our re-

spondents and we there excluded them. 

While the strategic change an organization makes to the competences of employees is 

named as a factor, the respondents stated that generational change is more relevant, as 

younger employees with developed IT-skills and a more embracing attitude towards 

such technologies are more predominant in the current environment. 

Specialized Skills and management techniques are mentioned in the framework and are 

applicable in all four respondents‟ cases.  As all respondents stated that their e-

commerce application is maintained and developed by an in-house department, process-

es had to be adapted.  Furthermore, the business process change that came with the in-

troduction is evident in all companies while NCC has undergone the most drastic 

changes.  This change is also applicable to Skanska, due to their projects‟ independence. 
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Management is faced with a big challenge of communicating the changes that came 

with the implementation of the e-commerce system to all parts of their organization. 

The uncertainty of return does not seem to have an effect on any of the three construc-

tion companies while affecting Draka Kabel.  The construction companies use the e-

commerce application as an interface between their respective organization and their 

suppliers in order to increase efficiency and thereby enable themselves to reduce prices 

or increase profits.  The effect on their clients can therefore be neglected, with respect to 

their business relationships excluding the price aspect, which affects relationships posi-

tively and increases business and thus return prospects. 
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10 Discussion 

 

10.1 Methodological Strengths & Weaknesses 

 

The main strength of this study was the qualifications of those who we interviewed.  We 

were able to conduct interviews with top level management in all the companies which 

we met with.  As well, the three construction companies who these managers worked 

for, were all in the top five Swedish construction companies in terms of turnover.  We 

were able to take the information obtained from the interviews and find a gap in the cur-

rent academic theory, showing a positive outcome and need for this study. 

The weakness with the methodology is that it focused on large companies, and was un-

able to evaluate the industry as a whole. While the industry is of oligopologic nature,   

this limits the validity of this study for  SMEs.  Furthermore, the study focused heavily 

on Swedish firms and did not take international business‟s who may have different 

business practices into account.  Lastly, the construction company is going through an 

evolutionary stage of development with the new systems, and therefore subject to much 

change in the coming years.  This shows that our findings may not be applicable several 

years from now while leave room for further studies. 

 

10.2 Merger of the Models 

 

We have taken a combination of both the KMV model and the interdependencies, com-

bined that information with the empirical findings, and derived a more appropriate 

model to how business relationships are managed in the construction industry. 

Stafford Model: 
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Outlined in red on this model are the the two main players in a relationship; the pur-

chaser (or construction company) and the supplier.  From our findings, the purchaser 

holds much of the power when choosing its suppliers.  The supplier is subject to the 

beneficial demands of the purchaser. 

 

10.2.1 Main Components affecting Relationships 

 

Price, outlined in navy blue, is the main link for choosing a supplier.  All three construc-

tion firms described this as the most key aspect of initial relationship contact as well as 

maintaining of relationships.  We have choosen to describe price as the total monetary 

displacement required to receive a desired response.  If a product or service can be ob-

tained for a reduced price, then the purchasing firm would be inclined take that as the 

first priority.  As the model displays, the purchaser first and foremost considers price of 

a good or service, which then filters down to the next aspect of choosing a supplier 

which is location. 

Location is key in the construction industry as described by Hillebrandt & Cannon 

(1989), as each project is subject to a specific location and location of such suppliers 

would therefore be a key component.  All construction firms confirmed that location 

was a major aspect in choosing a supplier, hence we have placed this as the second pri-

ority when choosing such.  If the location of the supplier is acceptable, then the con-

struction firm is able to proceed in making an agreement with the applicable supplier. 

 

10.2.2 Subsiding Factors of Existing or Developing Relationships 

 

Knowledge interchange is a key component in choosing or maintaining a relationship.  

As Holtz (2011) describes, a supplier is an expert in their product, and without 

knowledge transfer from the supplier to the purchaser, the purchaser would have to em-

ploy hundreds of specialists and it would not be practical.  This is the reason that the ar-

rows show transfer from the supplier to the purchaser.  However, knowledge transfer 

cannot be held in one direction.  The supplier, as described by Sandberg (2011), must 

receive constant information from the purchaser in regards to types of products required 

and assistance needed in order to make the fullest contribution to the end project as a 

whole.  Outside of project based knowledge transfer lies simple information transfer in 

regards to business practices as a whole.  As Beijer and NCC practice, constant com-

munication in regards to prices, previous purchases, and purchasing trends assist both 

parties in being prepaired for new ventures.  This means that the purchaser and supplier 

are able to know where they are in relation to expected delivery times as well as stock 

of products. 
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Trust, the idea which Morgan and Hunt (1994) described as the centerpiece of their 

KMV model, was found to be a subsiding factor when looking into reality.  Once a sup-

plier is choosen, the supplier must trust that the purchaser will honour their end of the 

agreement as well as the purchaser must follow suit with the supplier.  Therefore, we 

describe trust as a confidence in another to fulfill said arrangments.  The construction 

firms enforced this trust by evaluations of former suppliers to bring confidence to enter-

ing into new agreements.   However, trust is influenced by two main factors, being 

communication and cooperation, as well as the reverse affect. 

Communication is presented along the lines as presented by Morgan and Hunt (1994).  

Constant interaction between the firms will allow greater understanding of the partners 

position, needs, wants, as well as avoid conflict which may arise as stated by Moorman 

et al. (1993).  This is not simply limited to personal interaction, but includes interaction 

through technological systems.  In accordance with the KMV model and Anderson and 

Narus (1990), communication works in a circular pattern with trust as when trust in-

creases, communication improves, and when communication increases, the same affect 

on trust is seen.  However, we pursue this one step further and add cooperation to this 

link of affecting principles. 

Cooperation in the sense of this model, is a combination of Morgan & Hunt‟s (1994) 

propositions of cooperation as well as shared values.  This is a proactive system which 

essentially puts both parties working for the greater good of the other.  Again, this is in 

the circular pattern of affects with trust and communication as influence on this catego-

ry has affects on the other two.  If firms not only coordinate and work together towards 

the shared value of the other firm, both parties will receive long term maximum benefits 

out of the relationship.  Cooperation also includes adaption of partnering methods, such 

as e-commerce and supplier development.  Essentially, aspects which, when completed 

through collaboration will present maximum results. 

E-commerce has become an integeral part of the communication and cooperation be-

tween firms.  This is merely showing how the e-commerce system in place has great af-

fect on the other two factors which affect trust.  As e-commerce does change interaction 

among individuals, communication techniques are being ever evolved, and cooperation 

is made either efficient, or complicated, depending on the compatibility of the systems 

between the supplier and the purchaser. 

 

10.3 Further Research 

 

There are areas for further research to this problem as many aspects were not covered 

by this study.  The respondents of the interview represented the bigger construction 

companies in Sweden and did not cover the SME‟s that are present on the market. 

Scarce resources would imply that SME‟s would perhaps have different priorities in 
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terms of allocation which could change the results.  Also, the respondents were repre-

senting a new generation in the construction industry that were promoting the e-

commerce systems, and had very few negative comments about these systems.  There-

fore, studies relating to companies with employees of the old generation may have re-

sulted in completely different results.  Lastly, this study did not focus on firms located 

outside of the Swedish market.  Further studies could be conducted to test if our find-

ings held true in various nations.  

The representation of suppliers was not very diverse as only one supplier was inter-

viewed.  In order to cover a larger range, one could include suppliers of different prod-

ucts, and perhaps with different characteristics.  Draka Kabel is producing cables that 

involve a lot of security issues implying that the company had to educate their custom-

ers to a greater extent than perhaps a supplier of bolts. 

Furthermore, this aspect of the industry is evolving quickly as they are in the inception 

stage of adopting modern technologies and adjusting relationship management practic-

es.  Therefore, futher research on the topic would be appropriate in the coming years to 

analyze the affects as these techniques develop in the future. 
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11 Conclusions 

 

To conclude our study of business relationships within the construction industry in 

Swede and what effect e-commerce has had on these relationships, we will in the fol-

lowing answer the research questions  stated in the purpose. 

 

1. How are e-commerce applications changing the B2B-relationships as the human 

interaction decreases? 

A primary conclusion that we are able to make is that communication has not decreased 

substantially on levels that affect strategic business relationships, following the adoption 

of e-commerce systems. The respective procurement departments of our respondent 

firms generally aim to maintain relationships using traditional tools while developping 

their e-commerce application in cooperation with their partners. E-commerce applica-

tions have therefore merely changed relationships that autonomous projects had prior to 

the adoption  of the technology. The inter human communication between projects and 

their suppliers has largely been eliminated and replaced by electronic interaction. We 

can conlude that the decreasing importance and use of project based business relation-

ships has a positive effect on strategic business relationships on a corporate level, since 

the two types of relatinoships and resulting transactions are mutually exclusive. 

2. What are the important elements to be considered when establishing and main-

taining a business relationship in this industry? 

Our research has shown that the primary factor when establishing a relationship is the 

price of goods traded. Secondly, due to the nature of the industry, the second most 

weighted factor is the geographic positioning of a business partner. As described, the 

industry is based on one-off projects in diverse geographic locations and transportation 

costs are a primary cost driver, as construction projects usually involve high volume 

shipments of construction material. 

Following the previous two factors with respect to their priority are trust and 

knowledge. While these two factors are highly prioritized in the academic literature on 

the topic such as the KMV model and the partnering framework, our research showed 

that their importance was dwarfed by price and location. However, the prioritization dif-

ferentiated slightly, as our supplier respondent weighed price and location less than the 

construction companies in comparison with trust and knowledge. 

3.  Can improvements in the new system be applied?  

Our research has shown that the industry is in an early stage of the implementation. Im-

provements that can be made at this stage are mainly increasing the use and exploiting 

more applications of the e-commerce systems in place. NCC is, as stated previously, far 
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ahead in terms of the adoption of this technology and their performance monitoring 

shows consistently positive effects, causing us to conclude that there is still much to 

gain from the implementation e-commerce applications. 
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Appendix 2 – Interview Transcripts 

 

Full transcripts of the Interviews conducted are available upon request of the authors. 

 

 


