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Abstract 
By the end of 20th century many industries including automotive supply industry 

have undergone significant merger and acquisition activity.  Mergers and acquisitions have 
led to geographical expansions of OEM’s (Origininal Equipment Manufacturer) across 
country borders and across continents. This tendency can be explained by the pressure to 
manufacture better equipments and less expensive vehicles which lead to specialization and 
internationalization of the truck industry. Plus, these consolidation trends are still actual 
phenomena in truck industry and can bring structural and strategic changes in the supply 
chain. Apparently. these trends bring a challenge for automotive suppliers,  which is how to 
sustain competitive market position after the merger of important customers. 

By using the example of Scania and MAN consolidation, this research adopts case-
study method with qualitative approach. The intent is to clarify how the buyer–supplier re-
lationship is influenced by post-merger sourcing strategy in the automotive industry, with 
the purpose to investigate and analyze supplier strategic response mechanisms against pos-
sible impacts of post-merger sourcing strategy in truck industry.  

The findings emphasize the importance of sourcing strategy changes in achieving 
the motives of the merger. We also identify a set of specific supplier selection criteria that 
appear to cause changes in the sourcing strategy of merged OEMs which, ultimately, influ-
ence their purchase decisions.Then it is observed that dimensions like interaction, power-
balance, and collaboration in buyer-supplier relationships vary with regards to sourcing 
strategy changes. Together, the findings contribute to our understanding of the strategic 
reponse mechanisms like business reengineering and restructuring through which suppliers 
can improve their market-related performance and better postion  themselves  in front of 
the merging customers.  

 
 
 
 
 
 
 
 
 
 
 

 
 



 

 

Acknowledgment 

Going back and reflecting on the process of writing this thesis and all the people involved 
on it we would like to say a few words of appreciation.  

First of all, we want to mention our advisor Professor Jonas Dahlqvist and the opponents 
during the seminars. Thank you for all the advice and great coaching. We deeply appreciate 
all the feedbacks, comments, and recommendations. We would like to also express our 
gratitude to our interviewees. Without their collaboration our thesis would not have been 
possible. Their expertise and knowledge are the base of our results. Another great thank 
you is to all the other Jönköping University professors, who provided advice and helped 
during the whole thesis project. 

Additionally, Askar Muratov also wants to say thanks and express enormous appreciation 
to the Swedish Institute (SI)  for the Scholarship support provided during the study at 
Jönköping University.  

 

Jönköping in May, 2015 

 

Marcelo Machado & Askar Muratov  



 

 
i 

Table of Contents 

1 Introduction .......................................................................... 1 

1.1 Background ................................................................................... 1 
1.2 Problem Statement ........................................................................ 2 
1.3 Purpose ......................................................................................... 2 
1.4 Research Questions ...................................................................... 2 

2 Frame of Reference .............................................................. 3 

2.1 Mergers and Acquisitions .............................................................. 3 

2.1.1 Types of Mergers and Acqusitions: Integration 
Approaches ................................................................................... 3 
2.1.2 Merger and Acquisition Motives .......................................... 4 

2.1.3 Post-Merger Integration Impacts......................................... 6 
2.2 Automotive Supply Industry: Trends in Sourcing Strategy ............ 7 

2.2.1 Definition and Industry Scope ............................................. 7 
2.2.2 Trends and Challenges ....................................................... 7 
2.2.3 Sourcing Strategy ............................................................. 10 

2.2.4 Contractual Terms in Sourcing Strategy ........................... 12 

2.2.5 Sourcing Strategy Change ................................................ 13 
2.2.6 Interplay Between Sourcing Strategy and Buyer-
Supplier Relationship .................................................................. 15 

2.3 Buyer-Supplier Relationships ...................................................... 16 
2.3.1 Interaction ......................................................................... 16 

2.3.2 Trust ................................................................................. 17 

2.3.3 Motives for Collaboration .................................................. 17 
2.3.4 Power relationship ............................................................ 18 

2.4 Strategic Response Mechanisms ................................................ 19 

2.5 Research Model .......................................................................... 21 

3 Method ................................................................................ 22 

3.1 Characteristics of the Study ........................................................ 22 

3.2 Research Philosophy .................................................................. 22 
3.3 Research Approach ..................................................................... 22 

3.4 Research Design ......................................................................... 23 
3.4.1 The Case Study Strategy .................................................. 23 
3.4.2 Time Horizon .................................................................... 23 

3.4.3 The Selection of Respondents for the Case ..................... 24 
3.5 The Research Process ................................................................ 24 

3.5.1 Data Collection ................................................................. 24 
3.5.2 Primary Data ..................................................................... 25 

3.5.3 Secondary Data ................................................................ 27 
3.6 Data Analysis .............................................................................. 27 

3.6.1 Unit of Analysis ................................................................. 27 

3.6.2 Empirical Data Analysis .................................................... 27 
3.7 Trustworthiness ........................................................................... 28 

3.7.1 Validity .............................................................................. 28 
3.7.2 Reliability .......................................................................... 29 

4 Empirical Findings ............................................................. 30 



 

 
ii 

4.1 Findings 1: Transaction Partners................................................. 30 

4.1.1 Scania AB ......................................................................... 30 
4.1.2 MAN SE ............................................................................ 32 

4.1.3 Merger Deal and Transaction Motives .............................. 33 
4.2 Fingdings 2: Effected Suppliers ................................................... 35 

4.2.1 Company A ....................................................................... 35 
4.2.2 Company B ....................................................................... 36 

4.3 Merger Effects ............................................................................. 37 

4.3.1 Sourcing Strategy Change ................................................ 37 
4.3.2 Buyer-Supplier Relationships ........................................... 38 
4.3.3 Strategic Response Mechanisms ..................................... 41 

5 Analysis............................................................................... 44 

5.1 Merger Impact on Sourcing Strategy ........................................... 44 

5.1.1 Achieving Synergy ............................................................ 44 
5.1.2 Gaining Market Power ...................................................... 46 

5.2 Sourcing Strategy Influence on Buyer-Supplier 
Relationship ........................................................................................... 48 

5.2.1 Interaction ......................................................................... 48 

5.2.2 Power relationship ............................................................ 48 

5.2.3 Collaboration..................................................................... 49 
5.3 Strategic Response Mechanisms ................................................ 50 

5.3.1 Business reengineering .................................................... 51 

5.3.2 Business restructuring ...................................................... 52 

6 Conclusion .......................................................................... 55 

7 Discussion .......................................................................... 57 

7.1 Contribution ................................................................................. 58 

7.2 Limitation ..................................................................................... 58 
7.3 Further Research ........................................................................ 58 

Appendix 1 ............................................................................... 63 



 

 
iii 

Figures 
Figure 2-1. Sourcing and Contracting Strategy Combinations ..................... 12 

Figure 2-2. Consequence of Changes in Value-Added Strategies For the 
Sourcing Behaviour of OEMs .......................................................... 15 

Figure 2-3. Potential Buyer-Supplier  Business to Business Exchange 
Relationships ................................................................................... 19 

Figure 2-4. Overall Research Model for Post-Merger Impacts on Automotive 
Suppliers ......................................................................................... 21 

Figure 5-1. Merger Effects on OEM Sourcing Strategy ................................ 47 
Figure 5-2. Effects of Post-Merger Sourcing Strategy on Buyer-Supplier 

Relationships ................................................................................... 50 
Figure 5-3. Effects of Strategic Response Mechanisms on Buyer-Supplier 

Relationships ................................................................................... 54 

Figure 6-1. Summary Framwork of How Post-Merger Impacts on Buyer-
Supplier Relationships and Startegic Response Mechanisms of 
Suppliers ......................................................................................... 56 

 

Tables 
Table 2-1. Integration Approaches in Mergers and Acquisitions .................... 4 
Table 2-2. Changes in Value-Added Strategies ............................................. 8 

Table 2-3. Advantages and Disadvantages of Multiple-Sourcing Strategy ... 10 
Table 2-4. Advantages and Disadvantages of Single-Sourcing Strategy ..... 11 

Table 3-1. Details of Interviews Conducted .................................................. 26 

 

Appendix 
Appendix 1 ............................................................................................................................... 63 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

 
iv 

Key Terms 

In this section we present the definitions for most widely used terms in this study.  

 

Merger and Acquisitions: “externally oriented corporate development efforts with the 
goal of achieving economies of scale, scope, market share, prestige, survival, and other 
outcomes essential to temporary or sustained competitive advantage” (Shi et al., 2012). 

OEM (Original Equipment Manufacturer): is the company that makes a part that is 
marketed by another company, typically as a component of the second company's own 
product. In this study, Scania and MAN are presented as OEMs.  

Automotive Suppliers: “any economic entity directly or indirectly delivering products 
and/or services to car producers, so-called OEMs, in order to be included in the pro-
duction process of automobiles or eventually become part of the automobile it-
self”(Mentz, 2006). 

Sourcing Strategy: a component of supply chain management, aimed for improving 
and re-evaluating purchasing activities, which also refers to a number 
of procurement practices, aimed at finding, evaluating and engaging optimal supply 
sources of goods and services.  There are two types of sourcing strategy: “In multiple 
sourcing the buying company is splitting its orders for the same item among different 
available sources, whereas single sourcing is an extreme form of source loyalty towards 
one single supplier within a range of acceptable sources.” (Faes & Matthyssens, 2009). 

Strategic Response Mechanisms:  “actions of the organization to adapt to substan-
tial, uncertain and fast-occurring environmental changes that have meaningful impact of 
the organization’s performance” (Aaker and Macarenhas, 1984).  

Business Reengineering: “fundamental rethinking and radical redesign of business 
processes to achieve dramatic improvements in critical measures of performance such as 
cost, quality, service and speed” (Hammer, 1990).  

Business Restructuring: “is the corporate management term for the act of 
reorganizing the legal, ownership, operational, or other structures of a company for the 
purpose of making it more profitable, or better organized for its present needs.” 

Vehicle Platform:  is a shared set of common design, engineering, and production 
efforts, as well as major components over a number of outwardly distinct models and 
even types of automobiles, often from different, but related marques. It is practiced in 
the automotive industry to reduce the costs associated with the development of 
products by basing those products on a smaller number of platforms.  
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1 Introduction 
This chapter aims to introduce to the reader the topic of post-merger impact on buyer-supplier relationships 
in truck industry. The general background, problem statement, purpose, and research questions are present-
ed.  

1.1 Background 
Mergers and Acquisitions became a frequent phenomenon both in practice and in 

research field of strategic renewal and business development. Traditional academic litera-
ture attributes as “mergers and acquisitions” all the corporate transactions which ultimately 
result in transfer of ownership and control from one party to another (Weston et al., 1990). 
Going further to narrower definition we can find that Weston et al. (1990) considers mer-
gers and acquisitions as a way of forming one economic unit from two or more previous 
ones (Cited in Laabs & Schiereck, 2008). If we want to see more specific definition then we 
can refer to Shi et al.(2012), who identifies mergers and acquisitions  as “…externally ori-
ented corporate development efforts with the goal of achieving economies of scale, scope, 
market share, prestige, survival, and other outcomes essential to temporary or sustained 
competitive advantage.” By the end of 20th century many industries including automotive 
supply industry have undergone significant merger and acqusition activity (Laabs & 
Schiereck, 2008). This tendency can be explained by the pressure to manufacture better 
equipments and less expensive automobiles which lead to specialization and internationali-
zation of the industry. As Laabs & Schiereck (2008) identify further that mergers and ac-
quisitions have led to geographical expansions of OEM’s (Original Equipment Manufac-
turer) across country borders and across continents. Obviously, these globalization trends 
in the automotive industry brought structural and strategic changes into the automotive 
supply chain industry.   

According to traditional literature on merger and acquisitions (M&As), the process 
of merging or acquiring is depicted as solely effecting the business strategy of incumbent 
parties and do not describe how other parties in the value chain got effected (Kato & 
Schoenberg, 2014).  If Oberg & Holtsrom (2006) found out that merger and acquisitions 
among customers triggers parallel process of consolidation among suppliers, Laabs & 
Schiereck (2008) point out more strategic changes from the side of automotive suppliers in 
the form of internationalization, specialization in certain product segment, more involve-
ment and responsibility in product development. Obviously this explains that merger and 
acquisitions of OEMs not only impact the internal stakeholders but also bring changes to 
external stakeholders including customers and suppliers (Kato & Schoenberg, 2014). So, 
there are little research has been conducted on how merger activity of customers impact 
the business strategy of suppliers. Moreover, despite considerable number of merger and 
acquisitions in automotive industry, there is almost no research on how post-merger inte-
gration of OEMs effects automotive suppliers. Nowadays, the business environment in au-
tomotive supply industry is experiencing certain trends namely the globalization, outsourc-
ing, shorter product life cycles and higher sophistication in customer-supplier relationships 
(Laabs & Schiereck, 2008). Apparently, all these ongoing trends creates competitive milieu 
for suppliers in fight for customers and sustain competitive market position, which, as 
Laabs & Schiereck (2008) outline, takes place in the context of buyer-supplier relationships 
and the sourcing behavior of OEMs. In fact, possible merger intention between German 
truck producer MAN and Swedish commercial vehicle manufacturer Scania, is an occasion 
which can entail structural changes in automotive supplier industry in both countries. 
Changes may come mainly on sourcing strategies of merged companies which are a poten-
tial threat for Swedish truck component suppliers. 



Introduction 

 
2 

1.2 Problem Statement  
According to the Independent Business News (2011) a merger between MAN and 

Scania is expected to produce cost savings of about €200m annually. The Wall Street Jour-
nal (2010) identifies that this cost savings will be achieved through MAN and 
Scania cooperation in areas  such as purchasing and components sharing. Obviously, this 
cooperation between two companies will lead to shared sourcing strategy where both parts 
will have decision power. Accordingly,  the post-merger  sourcing strategy of  vehicle pro-
ducers will impact their  relationships with suppliers. Bigger customer will habe more nego-
tiation power, and can exert price reduction pressure on suppliers. Moreover, there is a 
high probability that supplying to Scania will be more competitive for Swedish automotive 
suppliers, as due to the merger with MAN more and more German automotive suppliers 
will able to supply to Scania. Even though much has been researched about this aspect of 
the merger and acquisitions, we still know relatively little about the  impact of post-merger 
integration on market competition and what can automotive suppliers do to offset the chal-
lenges brought by  the merger  of  their  customers in the face of OEMs. Particularly,  what 
type of strategic  response mechanisms  automotive  suppliers  can implement  in order  to 
retain their customers and preserve their market position in the light of increasing competi-
tion. So, the main issue for automotive suppliers is how to sustain competitive market posi-
tion after the merger activity of Scania with MAN SE.   

1.3 Purpose 
The purpose of this thesis is to investigate and analyze strategic response mechanisms 
against possible impacts of post-merger sourcing strategy in truck industry. 

1.4 Research Questions 
In order to achieve the goal of this study, the following research questions are presented; 
 
RQ1: What are the possible post- merger impacts on OEMs’ sourcing strategy?  
RQ2: How post-merger sourcing strategy impact buyer-supplier relationships?  
RQ3: What are the possible post-merger response mechanisms and strategic moves that 
automotive suppliers can implement in order to retain their customers and preserve their 
market position?  
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2 Frame of Reference 

The following chapter provides an overview of theoretical reference relating to the three main components of 
this research, namely the mergers and acquisitions, automotive supply industry, sourcing strategies, and buy-
er-supplier relationships.  

2.1 Mergers and Acquisitions 

2.1.1 Types of Mergers and Acqusitions: Integration Approaches 
Traditional academic literature attributes as “mergers and acquisitions” (M&A) all 

the corporate transactions which ultimately result in transfer of ownership and control 
from one party to another (Weston et al., 1990). Another way to define the M&As is con-
sidering them as a way of forming one economic unit from two or more previous ones 
(Laabs & Schiereck, 2008). If we want to see more specific definition then we can refer to 
Shi et al.(2012), who identifies mergers and acquisitions  as “…externally oriented corpo-
rate development efforts with the goal of achieving economies of scale, scope, market 
share, prestige, survival, and other outcomes essential to temporary or sustained competi-
tive advantage.” Even though in most literature the both terms come together, it is still 
possible to distinguish them from one another. And, it can be done from the legal point of 
view; what type of legal status the target will have after the integration. A merger is when 
the management boards of two or more companies commonly agree on consolidating their 
firms and address their decisions to shareholders in terms of a proposal (Laabs & 
Schiereck, 2008). Usually, the result of this consolidation is that one firm loses its legal sta-
tus and become the part of the other firm; however, there are also cases when merger re-
sults in a new company, the shares of which equally distributed among the shareholders of 
previous companies (Kato & Schoenberg, 2014). On the other hand, in acquisitions the le-
gal status of target companies stays unchanged. According to Laabs and Schiereck (2008), 
this way of consolidation happens in two forms; share deal and asset deal. Share deal is 
when acquirer firm addresses shareholders of target firm about buying their shares, while 
asset deal happens when one firm acquires the asset of the other. In first case the target 
firm becomes the part of other, but preserves its status as a separate entity, while in the se-
cond case once the assets are transferred the target firm can be liquidated. 

Depending on the reason there are different types of mergers and acquisitions, and 
which might have different effects on the firms and their stakeholders (Holtstrom, 2003). 
Accordingly, they are classified in three main groups: vertical, horizontal and conglomer-
ates. As Holtstrom (2003) identifies, by vertical integration firms try to integrate their activ-
ities along the value chain, from acquiring raw materials to delivering the finished products. 
This type of integration is considered as a defensive action against uncertainty in the access 
of supply and also access to markets (Holtstrom, 2003).  Another advantage of vertical in-
tegration is the possibility to achieve control over the value chain for the better alignment 
of production process (product cycle, lead time, logistics costs, just-in-time delivery) which 
is crucial at the time of intense competition. The case of horizontal merger differs consid-
erably from vertical merger. According to Larsson (1990) it is the integration of two com-
panies, most commonly described as competitors or the same type of companies within 
one industry. The primary reason for horizontal merger is to restructure the market and 
coordinate the product development (Larsson, 1990). This integ+ration effort gives the 
firms an access to new markets and reduces the risk of intense competition (Holtstrom, 
2003). The final type of mergers and acquisitions is the conglomerate integration. Based on 
the classification made by Larsson (1990) we can identify three kinds of conglomerate inte-
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gration: market concentric (different products with related functionality), product concen-
tric (the same products but different markets), and a pure conglomerate (merger with ac-
quisition of unrelated businesses). The main goal of conglomerate merger is to achieve di-
versification both in product and market strategy (Holstrom, 2003).  

Both M&As go through the “ integration process”, which is according to 
(Haspeslagh & Jemison, 1991,p. 105)  is the period when the “firms come together and 
begin to work towards the merger or acquisition purpose” ( Cited in Kato & Shoenberg, 
2014). Depending on the purpose of integration companies can choose different approach-
es to interact and coordinate their business operations (Larsson & Finkelstein, 1999,p.6).  
From the perspective of M&As there are four possible approaches during the integration as 
provided in Table 1.  These approaches are directly adopted from Strategic Direction 
(2006) on the “Merger case of Ford and Volvo”, which refers to Lundbäck & Hörte (2005) 
when defining the types of integration approaches.  

 

Table 2-1. Integration Approaches in Mergers and Acquisitions 

Approaches Prerequisties and Reasons 

Absorption high need for interdependence and a low need for autonomy. All 
boundaries are broken as systems processes and structures are 
consolidated. 

Holding low need for autonomy, but also a low need for interdependence. This 
approach is applicable when value creation will not occur by the 
removing of boundaries or introduction of a new organizational 
structure. The reason for M&A in these instances would be to share 
risk or create value through financial transfer. 

Preservation low need for interdependence but a high need for autonomy. This type 
of integration is ideal when the combination of the two organizations 
actually threatens the success of either company. The value creation 
occurs through the changes in risk-taking and professionalism in the 
acquired organization 

Symbiosis high need for both strategic interdependence and autonomy. This 
approach is by far the most complicated and time-intensive. Autonomy 
is required at the beginning of the acquisition process, moving towards 
strategic interdependence as time goes on. 

 

2.1.2  Merger and Acquisition Motives 
 
In the literature on M&As we can find different explanations and theories which try 

to indentify motives behind the M&As. However, since most of those corporate 
restructurings carry contextual character it is difficult to come up with one common 
justification or model to identify the reasons behind them (Laabs,2009). Nevertheless, we 
can still find some general theories which try to explain the broad and complex patterns of 
forces and motives behind M&As.  Research in the area of M&As is two-fold when it 
comes to the motives. One part of researchers bases their findings on motives, purely 
related to  the merging companies, while the other part considers M&As as more 
contextually driven.  

Line of research presenting M&As motives from the perspective of merging firms 
is quite extensive and numerous studies have been conducted. As Geiger (2010) presents 
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this group of studies take three main theories as a basis. The first theory is called the 
synergy theory (also called the efficiency theory). This theory explains that mergers are 
result of decisions directed to achieve financial synergies (lower cost of capital), operational 
synergies (knowledge sharing and combination of operations), and managerial synergies 
(access to high quality managerial skills) (Geiger, 2010).  Some prominent supporters of this 
theory are Walter & Barney (1990) who have referred to economies of scale and scope in 
production, and maximization of financial resource utilization as primary drivers of M&As. 
Trautwein (1990), Weston & Weaver (2001), and Erixon (1998) connect efficiency goal of 
mergers with respect to growth maximization, risk-sharing, and transaction cost reduction. 
The next theory is the monopolistic collusion theory, which tries to prove that most 
mergers are result of attempts directed towards improving the market position and gaining 
the market power. For instance, Hitt et al. (2003) argue that as result of cross-border 
M&As a firm can enter a new market and immediately be an important player. They claim 
that when firm enters into cross-border M&A deal, “...it obtains existing products, 
customers, and important relationships in the local network, such as suppliers, distributors, 
and the government officials” (Cited in Hitt & Pisano, 2003). However, this line of 
thinking is not supported by some researchers. If Trautwein (1990) found little evidence 
that monopoly theory is the primary reason for many M&As as not many merging firms 
look for monopoly power, Fee & Thomas (2004) could not find reasonable indications that 
monopolistic collusion drives the upstream and downstream product-market effects. The 
final theoretical perspective is related to management of merging firms, and it includes the 
agency theory and hubris theory. Significant contribution to agency and hubris theory is 
made by Berkovich & Narayan and Weston & Weaver (2001).  Agency theory is more 
about self-interest of management which is the primary reason for firms to enter the 
mergers, while hubris theory focuses on overestimation of management’s abilities which 
ultimately results in merger deals (Geiger, 2010).  

The second stream of research on M&As motives takes another perspective and 
considers M&As as corporate response actions against external triggers coming from the 
context in which firms operate. Triggers are often result of legal, structural, and market 
alternations within industries. Oberg & Holstrom (2006), as supporters of contextual 
perspective on M&A motives, mention that legislation and deregulations are contextually 
driven reasons to merge or acquire. Likewise, changes in tax and competition legislation are 
found as reasons for M&As in the study of Erixon (1988). Hitt & Pisano (2003) identify 
two main reasons why firms engage in cross-border M&As: one is as a response to 
continued consolidation within industries, and other is the multi-market competition. 
Accordingly, horizontal M&As across countries may be completed to enhance the market 
power of the firm in the consolidated global markets; they also can help the firm to 
compete more effectively with other firms operating in multiple geographic markets 
(Smith, Ferrier & Ndofor, 2001). Obviously, companies cannot influence legal or structural 
changes within industries; rather they employ response strategy and undertake M&A 
initiatives. On the other hand, when the triggers have more market character, ability to 
influence through strategic alliances or mergers is much more realistic. In fact, as  Oberg & 
Holstrom (2006) conclude in their studies about relationships issues in mergers, in some 
cases M&As take parallel feature, which means  M&As among market players in the value 
chain can cause parallel M&As among other downstream or upstream players.  It means 
that when firms merge or acquire in order to increase market share or achieve synergies, 
there will be an indirect effect on customers and suppliers of incumbent firms; increasing 
market shares entails adding or searching for new customers, while cost synergies mean 
choice for cheaper inputs and demand for more efficient suppliers (Oberg & Holstrom, 
2006). When this happens it is more likely that there will be some customer or supplier 
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reactions in order to sustain the market power. So, Oberg & Holstrom (2006) could 
identify that actions of customers and suppliers can be a driving force for M&As.  

The past research studies suggest the importance of both corporate strategies and 
contextual drivers in deriving the motives behind M&As. Even though much has been 
researched about this aspect of M&As, and specifically within the frame works of synergy 
theory, we still know relatively little about the direct connections between merger motives 
and sourcing decisions of combining firms; particularly, the reasons of synergy motives 
which come from  more efficient sourcing plans. In addition, it is quite relevant to research 
how operational efficiency targets shape the post-merger sourcing strategy of merging 
firms and how this strategy affects their relationships with their suppliers.   

2.1.3 Post-Merger Integration Impacts  
 

According to Calipha et al. (2010) post-merger integration is recognized as one of 
the vital phases in a merger. Larsson & Finkelstein (1999) defines this phase as “the 
interaction and coordination between the firms involved” (Cited in Kato & Shoenberg, 
2014). Literature on post-merger integration effects employ stakeholder theory and 
considers effects on internal and external stakeholders of merging companies. Kato & 
Shoenberg (2014) note that impacts of post-M&A integration on internal stakeholders has 
been widely researched, and its main focus has been on executives, managers, and 
employees of the combining firms; on the other hand, there is a scarcity of academic 
studies on how external stakeholders including customers, suppliers, communities and 
partners got effected from M&As.  
  One stream of research concetrates on impacts of integartion on merging firms.  
Kato & Shoenberg (2014) have identified six actions from the side of merging firms which 
ultimately impacted their relationships with customers: operational consolidation, 
operational standardisation, sales force integration, IT integration, organisational 
restructuring and marketing integration. Holtstrom (2003) has observed some more or less 
strategic effects of post-merger integration on merging firms namely the investment 
interruptions (merging firms are reluctant to invest in projects both in short and long –term 
perspective), re-negotiations of contracts with suppliers (this is done to achieve synergy 
through material or equipment cost reduction), restructuring of operations (like moving out 
the operation from integrated companies), and centralisation of decision making (from 
local to head quarter).  

In contrast, the literature on M&As effects on external stakeholders or the context 
in which the merging firms operate, deals more with the consequences of post-merger 
integration activities on suppliers. Oberg & Holstrom (2006) have found three types of 
post-merger effects: size and geographical matching challenges, power-imbalance, and 
dependence among customers and suppliers. Due to globalization of businesses, there is a 
larger need for international expansions, and it can be done through M&As in foreign 
markets. Those M&As effects suppliers which risk to lose their existing customers due to 
market expansion. In order to solve this challenge they also merge or acquire in order to be 
geographically present near customer and meet its increased capacity and supply needs. 
(Oberg & Holstrom, 2006). Moreover, M&As among customers or suppliers create power-
imbalance in the business process negotiations; larger and stronger party as a result of 
M&As can put pressure in negotiation deals against weaker party, while weaker party in 
order to prevent this engages in parallel M&As, which further can lead to another M&As 
on both sides (Oberg & Holstrom, 2006). In some cases, due to market conditions 
negotiation power of one party becomes unchallengeable and power-imbalances result in 
extreme dependence of one party and parallel M&As is not an optimal variant to balance 
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the power, and that is the reason why some parties prefer to diversify their businesses in 
other areas of scope and try to escape the dependence problem (Pfaffmann & Stephan, 
2001).  

The empirical studies suggest the importance of buyer-supplier relationships in 
post-merger integration phase. Even though much has been researched about this aspect of 
M&As, and specifically during the post-merger integration, we still know relatively little 
about the direct impacts of post-merger integration on the supplier companies; particularly, 
the effect of post-merger sourcing strategy on supplier relationships and ultimately on the 
business strategy of suppliers. In addition, it is quite relevant to research more about the 
response mechanisms and strategic moves that supplier can implement to retain their 
customers and preserve their market share.  

 

2.2 Automotive Supply Industry: Trends in Sourcing Strategy 

2.2.1 Definition and Industry Scope 
Before analysing the characteristics of automotive supply industry, it is quite 

relevant to define the players in this industry, namely the automotive suppliers. There are 
several definitions explaining the nature of automotive supplier, but quite few have 
unambiguous meaning. One of the specific definitions has been provided by Mentz (2006), 
who defines an 'automotive supplier'  as “ any economic entity directly or indirectly 
delivering products and/or services to car producers, so- called OEMs, in order to be 
included in the production process of automobiles or eventually become part of the 
automobile itself” (Cited in Laabs, 2009). This definition serves as a sort of delimitation by 
excluding OEMs and raw material providers from the value chain and defines the scope of 
players that we know as pure automotive suppliers. Further on within the scope of 
automotive suppliers we can classify them into different supplier tiers. This classification 
belongs to pyramid- shaped supply chains that were predominantly developed in Japanese 
automotive industry (Laabs, 2009).  Automotive suppliers are defined into three groups 
depending on the value they add to the final product (Von Corswant et al., 2003). With the 
highest value added, the First-tier suppliers produce and deliver assembled units or 
complete components like seats or transmissions. Then come the Second-tier suppliers 
who manufacture less complex automotive parts that are generally delivered to first-tier 
suppliers for addition into their assembled components. And, more standardized and basic 
components come from Third-tier suppliers (Cited in Laabs, 2009).  This pyramidal 
division of suppliers helps the OEMs to simplify the material flow and avoid problems 
with supplier coordination; they coordinate efforts of only first-tier suppliers; consequently, 
first-tier supplier coordinates second-tier suppliers who controls the activities of the third-
tier ones (Von Corswant & Fredriksson, 2002).   
 

2.2.2 Trends and Challenges 
To tackle the certain issues in automotive supply management, it is necessary to 

understand and observe the overall trends and challenges within the industry. Nowadays, 
the business environment in automotive supply industry is experiencing certain trends 
namely the globalization, outsourcing, shorter product life cycles, platform strategies and 
higher sophistication in customer-supplier relationships (Laabs, 2009). As depicted in Table 
2-2., Paffman & Stephan (2001) outline three big trends in automotive industry: 
outsourcing, globalisation of production, and platform startegies. Apparently, all these on-
going trends create competitive milieu for suppliers in fight for customers and sustain 
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competitive market position, which, as Laabs & Schiereck (2008) outline, takes place in the 
context of buyer-supplier relationships and the sourcing behavior of OEMs. Sustaining 
market position is the issue which depends on the behavior of vehicle producers; their 
sourcing and production strategies, and also on market competition and material costs.  
  

Table 2-2. Changes in Value-Added Strategies 

Changes in Value-Added  
Strategies 

 
 

Motivation of OEMs 

Outsourcing   To simultaneously achieve innovative 
products, short development times, 
competitive prices, and high quality 
standards 

Globalisation of production  To facilitate local responsiveness to 
particular customer needs and to make 
use of low cost bases 

Platform strategies  To simultaneously reduce costs, 
associated with product variety and 
complexity, by standardisation and meet 
multi-market objectives 

 
 Von Corswant & Fredriksson (2002) point out that despite the decreasing trend of 
internationalization of production and product development by OEMs, there is a still high 
tendency in globalization in terms sales and usage of common automotive platforms. 
Apparently, as Sadler (1999) clarifies, all these trends require operational efficiency which 
can be achieved by sourcing from the same supplier on a world-wide basis (Cited in Laabs, 
2009). And, this is truly a strategic challenge for automotive suppliers: they have to build 
international operation to deliver supplies on just-in-time basis and meet customers’ 
demands; moreover, automotive suppliers have to deal with local regulative requirements 
like customs and in-country quotas which are additional costs (Laabs, 2009). In order to 
avoid the additional costs in operation and delivery, most suppliers prefer to go 
international through geographical expansion or cross-border mergers or acquisitions 
(Sadler, 1999). This trend was also observed in the study of mergers and acquisition in 
automotive industry by Oberg & Holstrom (2004), when they have found the phenomenon 
of parallel mergers and acquisitions between customers and suppliers.  
 Another trend in automotive supply industry is the growing degree of outsourcing 
(Laabs & Schiereck, 2008). Sadler (1999) mention that increasing number of OEMs choose 
to not produce in-house and rather outsource parts of their production facilities to 
suppliers who can manufacture and deliver full systems of components (Cited in Laabs, 
2008). This makes the production cheaper and also decreases the sourcing costs by buying 
already assembled components rather than individual parts. However, Laabs (2009) stresses 
the point that as a result of this OEMs loose the control over the value chain. On the other 
hand, Von Corswant & Fredriksson (2002) argue that as a result of outsourcing car 
manufacturers are able to concentrate on few relationships with first-tier suppliers, which 
as they proclaim offsets the risk of losing control. It means that there is a greater challenge 
for first-tier automotive suppliers, who need to coordinate not only the downstream 
operations but also the upstream processes of supply flow up to the third-tier suppliers 
(Laabs, 2009).   
 On of the recent trends in the automotive industry is the attempt to shorten the 
product life-cycles. OEMs aim to respond quicker to the customers’ demand, and in this 
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way achieve the competitive advantage in industry. As, the product life –cycles become 
shorter there is a challenge for the automotive suppliers. As Laabs (2009) illustrates, the 
challenge is two-fold: “on the one hand, suppliers are required to take over the product 
renewal responsibility and to upgrade their systems and components regularly; on the other 
hand, automotive producers are also increasingly transferring full product development 
tasks”.  However, there is also a positive effect of this trend. By having more responsibility 
over production and product development, automotive supplies acquiring expertise and are 
able to deliver innovative products at high frequency (Von Corswant & Fredriksson, 2002). 
Obviously, closer the supplier to the OEM within the supply chain, higher the 
responsibility of it in coordination of product development and on time delivery (Von 
Corswant et al., 2003). In addition, “the supplier is required not only to fulfil its customers' 
demands but also to actively engage in subcontracting, adhere to just-in-time logistics, and 
meet legal and warranty requirements” (Laabs,2009). And this is done to reduce cost and 
achieve operation excellence.  

In addition Paffman & Stephan (2001) points to increasing trend of using platform 
strategies. As they explain the platform strategy implies that a vehicle platform consists of 
some major product parts, which can be standardised to produce high volumes or 
diversified in order to effectively respond to local requirements. However, reponse to 
regional differences increases cost due to the complexity of the product : multiplication of 
components and parts, development and production efforts (Paffman & Stephan,2001). 
“Platform strategies are designed to reduce the trade-off between global efficiency and 
local responsiveness. The strategy is to hold the platform constant across several models 
and model variants”(Paffman & Stephan, 2001). Accordingly, using platform strategies 
allow to achieve cost efficiency without undermining the the greater product variety. 
 Laabs (2009) points to the next trend and challenge that competitive environment 
brings to automotive suppliers. As a result of sourcing behaviours and trends towards 
shorter product life-cycles, the intensity of competition increases among the automotive 
suppliers. In order to avoid the rivalry and better position themselves in the market, most 
suppliers are specializing on particular products or segments (Laabs, 2009). Specialization 
carries the character of concentrating on particular systems and technologies which are 
difficult to imitate by others (Sadler, 1999). It is apparent that tendency towards 
specialization requires large investments, but it also promises competitive advantage; it also 
puts higher market entry barriers for new players.  
 Finally, there is a decreasing profit margin in the automotive supply industry (Laabs, 
2009). Besides, the increasing pressure from the side of OEMs and market rivalry which 
lead to higher investments in research and development, there is an issue with increasing 
costs of raw materials that worsen the profit situation of automotive suppliers. Increasing 
costs of raw materials not only increase the cost of goods sold and thereby decrease profit 
margin, but they also shifts the negotiation power towards suppliers of automotive 
suppliers (Von Corswant et al., 2003).   
 The empirical studies suggest number of changes in the automotive supply industry. 
Given the trends and challenges that have been so far addressed in the previous research 
studies, it is obvious that there should be a more practical approach which could bring 
solutions to those challenges. Solutions should be mainly concerned with strategic renewal 
and business development.  Even though much has been researched about this aspect of 
strategic management, and specifically during the merger and acquisitions, we still know 
relatively little about the common response strategy for automotive suppliers to offset the 
challenges brought by post-merger integration of customers in the face of OEMs; 
particularly, the response mechanisms and strategic moves that automotive suppliers can 
implement in order to retain their customers and preserve their market position.  
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2.2.3 Sourcing Strategy  
In traditional literature on sourcing there exist two types of strategies known as 

single-sourcing (from one source only) and multiple sourcing (from more than one source) 
(Richardson & Roumasset, 1995).  Faes & Matthyssens (2009) defines sourcing strategies in 
the following way: “In multiple sourcing the buying company is splitting its orders for the 
same item among different available sources, whereas single sourcing is an extreme form of 
source loyalty towards one single supplier within a range of acceptable sources.” Extreme 
case of single-sourcing is the sole sourcing which “...is the result of being forced to buy 
from one supplier only, as a result of such factors as geographical location, exclusive design 
rights, customer specification and so on” (Ramsay & Wilson, 1990). Likewise, there specific 
form of  multiple sourcing known as dual sourcing, mixed sourcing, or commonly parallel 
sourcing. The main idea behind this type of sourcing is that firms “...deliberately choose a 
single source of supply for one specific item or component, but introduce competition on 
the level of a family of related components (Faes & Matthyssens ,2009).  However, there is 
also a third type of sourcing strategy which is backward vertical integration. According to 
Ramsay & Wilson (1990) backward vertical integration happens when firms supply the 
material or service themselves.  Ramsay & Wilson (1990) have conducted a comprehensive 
research on the advantages and disadvantages of single and multi-sourcing to aid the 
selection of appropriate strategies. Complete list of pros and cons of both strategies is 
provided in Table 2-3 and Table 2-4.  

Most researchers associate multi-sourcing with short-term contracting, and that is 
because both cases are implemented in combination and have similar effects (Kirytopoulos 
et al., 2010). Those effects can bring both advantages and disadvantages as summarised in 
Table 2-3. Primarily, the combination of these two strategies leads to extra operational 
costs: holding costs, costs related to waste material, administrative costs (related to carrying 
out the complex contractual terms), and opportunity costs (possible usage of workforce or 
warehouse for other productive purposes) (Kirytopoulos et al., 2010). Using the 
implications from the transaction cost theory Wei & Chen (2008) have analysed the 
situation of multiple sourcing in Taiwan automotive industry and found out that 
dimensions in transaction cost are crucial factors which affect the purchasing strategy of 
auto manufacturers. They have divided the transaction cost into haggling cost, negotiating 
cost, monitoring cost and transportation cost according to the characteristic of Taiwan 
automotive industry. These were tangible costs list, which of course has intangible costs in 
parallel. When it comes to intangible costs, for the company using the short-term 
contracting and multi-sourcing, there is also a great threat of losing the “supplier adaption 
response”, which is the readiness of the supplier to adapt its operations and behaviour in 
accordance with the buyer’s requirements (Ramsay & Wilson, 1990). When buyer invests 
less on supplier development and support, there is a higher likelihood that supplies quality 
and certainty will be low.  

Table 2-3. Advantages and Disadvantages of Multiple-Sourcing Strategy 

Advantages  Disadvantages 

Increased competitive pressure on 
suppliers 

 Increased over/ undertime 

Improved supply continuity  Increased levels of waste 
Improved market intelligence  Increased scrap levels 
Improved supplier appraisal effectiveness  Increased buffer stock levels 
  Increased fixed cost allocation 
  Increased incidence of rework and reject 

rates 
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However, the complex nature of multi-sourcing has also some benefits for the firm. Main 
advantage of this strategy is the supply certainty, which is difficult to achieve while sourcing 
from single supplier, operation of which can stop anytime (Wagner & Friedl, 2007).  
Moreover, multiple sourcing is a good way of acquiring better information about market 
and new possibilities in it (Kirytopoulos et al., 2010).  It also provides an opportunity to 
choose the optimal supply sources rather than being dependent on inefficient sole source 
of supply.  
 Some of the costs associated with multi-sourcing can be mitigated if a firm changes 
its souring strategy to single-sourcing (Richardson & Roumasset, 1995).  Main advantage of 
single-sourcing, as shown in Table 2-4, is that it brings collective efforts of buyer and 
supplier in product improvement and standardisation. It also reduces the unnecessary 
administrative costs related to order management and contract enforcement; it happens 
due to the reduction of number of suppliers (Wagner & Friedl, 2007; Brierly, 2001). Faes & 
Matthyssens (2009) point out that firms often prefer single-sourcing over multiple sourcing 
due to imminent cutting of costs. Moreover, due to the large volume of ordered goods 
from single source, buyer is able to negotiate better purchasing price (Ellram & Billington, 
2001; Brierly, 2001). Kelle & Miller (2001) note also the advantage of low investment in 
warehousing because of planned deliveries in single-sourcing. In addition Lynch (2001) 
acknowledges about possibilities of logistic cost reductions when firm sources from single 
supplier. Besides cost effects, single sourcing also provides possibilities in product quality 
improvement; Clayton (1998) argues that when a supplier is single-sourced it will be able to 
efficiently manage the operations and consequently gains more expertise in developing so-
lutions in for technical , logistics and other problems (Cited in Faes & Matthyssens,2009).  
As a result of these the purchasing operation becomes simple, and firm can coordinate 
better the supply base, while supplier feel more certainty and security.  Higher security 
means higher supplier adaption response to buyer requirements (Ramsay & Wilson, 1990). 

Table 2-4. Advantages and Disadvantages of Single-Sourcing Strategy 

Advantages Disadvantages 

Improved communication and 
understanding between buyer and supplier 

Increased costs through the absence of 
competitive pressure 

Improved response to buyer’s needs Increased supply vulnerability  
The possibility of sharing the design of 
quality control systems 

Reduced market intelligence and thus 
reduced flexibility  

The elimination of supplier “switching” 
costs 

Impaired supplier appraisal capability 

The improvement in product cost 
effectiveness 

 

Reduced purchase prices resulting from 
increased order volumes and reduced 
supplier costs 

 

Enhanced ability to implement JIT 
systems 

 

 
Nevertheless, the idea of being single-sourced does not always mean being secured and free 
from buyer dictation. Suppliers should track the percentage of their total sales turnover, so 
that they are not overly dependent on one buyer, even though it means higher security 
(Inemek & Tuna, 2009).  Single-sourcing also poses some disadvantages for buyer. When 
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firm sources material from single-source, it sacrifices with supply certainty, experiences 
higher supplier switching cost, deprives itself from competitive cost structures while 
sourcing,  and is less informed about market conditions (Faes & Matthyssens,2009). Thus, 
having little market intelligence means less flexibility, absence of optimal choice, and poor 
supplier appraisal (Ramsay & Wilson, 1990).  

2.2.4 Contractual Terms in Sourcing Strategy  

Nonetheless, as most researchers claim it is almost impossible to make definite 
choice between two sourcing strategies on objective grounds. To make the differentiation 
clear –cut and analyse sourcing on various circumstances the contracting strategy should be 
integrated into the analysis as it is shown in Figure 2-1. 
 

 
Sourcing Strategy                               Contracting Strategy 
                                  
                                     Short –term           Medium- term          Long-term 
 
 
  
Single - source 
 
 
 
 
 
 
Multi – source 

 
Punishment 
Run-in/out 

Limited 
liability 
strategy 

 
 
 

NA 

 
 
Low purchasing 

Strategy 

 
Punishment 
Run-in/out 

Limited 
liability 
strategy 

 
 
 

Probationary 
strategy 

 
 

Reward 
Growth 

Low power 
strategy 

Figure 2-1. Sourcing and Contracting Strategy Combinations 

Apparently, the main component of contract is the term, indicated as time scale. Ramsay & 
Wilson (1990) identifies three types of contracting terms in UK automotive industry: short-
term contracts (ranging from zero to twelve months), medium-term contract (ranging from 
one to three years), and long-term contracts (exceeding three years). The role of contracting 
strategy is quite important when it comes to sourcing, as it can change the perceptive 
effects of sourcing strategies (Inemek & Tuna, 2009).  In fact, short-term contract creates 
uncertainty and makes supplier unwilling to invest; thereby, when used in combination it 
makes the single-sourcing strategy look like multi-sourcing (Ramsay & Wilson,1990). But, 
short-term contract strategy provides flexibility and produces and improvement in 
supplier’s adaption response. Moreover, it helps to avoid high level of contractual liability 
and serves as a control button while dealing with new suppliers or final products that have 
uncertain or limited lifespan and high rates of modification (Ramsay & Wilson, 1990). On 
the other hand, long-term contracts, when used in combination with multi-sourcing 
strategy, create perception as suppliers were single-sourced. Unlike to short-term contracts, 
when buyer uses long-term contracts it gets supply certainty and supplier commitment and 
responsiveness (Faes & Matthyssens, 2009). Consequently, it reduces the drawbacks of 
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multi-sourcing and secures the positive effects of single-sourcing. According to Ramsay & 
Wilson (1990) long-term contracts are good to use when the demand for product is stable, 
products require low levels of modifications and have known life expectancy. However, as 
Ramsay & Wilson (1990) mention, one of the major disadvantages of this strategy is that it 
makes buyer vulnerable by being largely committed to current suppliers and thus incapable 
of cancelling or changing contract. And, finally, medium-term contracts can be used my 
OEMs when it seems difficult to achieve enough supplier commitment through short-term 
contracts and when long-term contracts bring too much liability (Ramsay & Wilson, 1990).  

Based on the analysis on sourcing strategies in UK automotive industry, Ramsay & 
Wilson (1990) argue that an ideal sourcing strategy should be the one which maximizes the 
benefits and reduces the costs of both single and multiple sourcing.  So, according to them 
OEMs should either : 

(1) apply sufficient pressure to single-sourced suppliers to gain the advantages of 
multi-sourcing without incurring the usual disadvantages, or  
(2) generate sufficient supplier certainty to negate the majority of the disadvantages 
of multi-sourcing (Ramsay & Wilson, 1990). 

In order to identify the possible strategies that can help buying firms to achieve maximum 
benefits from sourcing, Ramsay & Wilson (1990) have used the Sourcing and Contracting 
Strategy Matrix depicted in Figure 1.  This matrix gives an overview on reasons behind 
selecting certain sourcing strategy; it depicts the relationship between different contracting 
terms and sourcing strategies, and serves as a guide in selection of appropriate 
combinations of strategies in different circumstances. According to the Figure 1 short-term 
contracts are preferable both in single and multiple sourcing, if buying firm wants to punish 
the supplier, balance run-ins and run-outs, and avoid liability. Mid-term contracts are right 
choice when it is necessary to put multiple sources into probation period; but, in case of 
single sources the best option to put supplier in probation is to start using alternative 
sources (Ramsay & Wilson,1990). Finally, combination of long-term contracts and multiple 
sourcing are best if firm has limited buying power and had to reward supplier and thereby 
promote growth (Inemek & Tuna, 2009). Likewise, when firm single-sources and has little 
purchasing power, it is better to use long-term contracts. Apparently, the role of purchasing 
function within the buying firm has a lot of impact on ability to choose the optimal 
sourcing strategy. When purchasing function is weak with small spending means, firms 
tend to single source and rely on long-term strategies, which mean heavy contractual 
commitments (Janda & Seshadri, 2001). But, large and powerful purchasing function which 
is able to spend large amounts on supplier development can look for different alternatives 
of contract and sourcing strategy combinations and chose the optimal one (Cousins et al., 
2006). With this in mind, “...multi-sourcing should be adopted whenever possible, and that 
buyers should employ the shortest possible contract consistent with producing the desired 
type of supplier response” (Ramsay & Wilson, 1990). 

2.2.5  Sourcing Strategy Change 
In previous section, we have seen that there are some principal sourcing strategies 

and each of them has both advantages and disadvantages. Based on the contextual factors, 
firms choose one or other while buying supplies for their business operations; apparently, 
there are motives behind each chosen sourcing strategy which are subject to change once 
the context or market conditions vary from time to time (Cousins, 2005). Dynamism of 
market conditions and strategic intentions of buyers are explained by the lifecycle costing 
strategies. It is clear that understanding the dynamism of sourcing strategy changes and 
rationale behind those moves is of important practical relevance for managers who need to 
weigh both pros and cons of certain sourcing strategy while making purchasing decisions.  
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According to Luzzini et al. (2012) the most important strategic issue facing the pur-
chasing managers is to decide on appropriate number of suppliers for each product pur-
chased. As was mentioned earlier choosing either single- source or multiple-source supply 
depends on certain motives that each firm has. Number of market-specific motives is pro-
posed by Juttner et al. (2007) and Faes & Matthyssens (2009). According to Juttner et al. 
(2007), in a globalized business environment firms are in constant pressure to outperform 
increasingly tough competition, and in order to achieve that goal they should be caring 
about cost effectiveness, innovative capability, delivery accuracy, and quality consciousness 
while choosing sources of supply. Likewise, Faes & Matthyssens (2009) list cost cutting, 
quality improvement, product standardization, supply base reduction and certainty of fu-
ture supply as driving factors behind switching from single-sourcing to  multiple –sourcing 
or other way around.  It should be noted that one factor such as cost cutting, can lead to 
both decreasing the number of suppliers and also to increasing them, while other factors 
such as logistical concerns require definite moves from multiple to single sourcing (Faes & 
Matthyssens, 2009). Additionally, Dubois & Gadde (1996) and Araujo et al. (1999) have 
studied motives behind changing sourcing strategies in the context of buyer-supplier rela-
tionships. According to them the supply and sourcing strategies between buyer and seller 
can alternate depending on the contextual factors, like specifications by the final customer, 
increased external and internal cost pressures, standardization efforts, and structural chang-
es in the supply market (Cited in Faes & Matthyssens, 2009). Scholars also mention that the 
opportunity cost of switching suppliers (number of suppliers), product specialty, and 
investment in technology dilemmas (R&D expenditure), foreign purchasing rates (how 
much is bought from abroad), and entry barriers for suppliers can have effect on the 
sourcing strategy of the firm (Von Corswant & Fredriksson, 2002). To note, the 
opportunity cost of switching suppliers depends on whether “...the market structure of 
upstream suppliers is a perfectly competitive market or a monopoly market and how it 
affects the integration strategies of end product industries” (Wei & Chen, 2008). Apparent-
ly, besides the internal buyer-centric strategic intentions of sourcing, external market condi-
tions play crucial role why firms prefer certain sourcing strategy over others. 

According to Faes & Matthyssens (2009) motives that make buying firms favor 
specific type of sourcing strategy varies with various market situations. There are principal 
differences between determinants of sourcing strategy in innovative and changing markets 
compared to mature markets. For instance, in rapidly changing market environments firms 
are more sensitive to issues around sourcing uncertainty, product specification, product 
quality,  while in mature markets, where many things can be projected with greater certain-
ty, firms care more about product standardization and cost efficiency (Faes & Matthyssens, 
2009). And, depending on which sourcing strategy fulfills their will firms either decrease 
the supply base or increase it. To exemplify, firms seeking supply certainty, are more likely 
to source from several suppliers, whereas firms incentivized by quality requirements con-
centrate on single high quality source in order to keep the standard. Furthermore, sourcing 
strategy change can be accessed on the level of product purchasing where the strategic im-
portance of the item and complexity of the supply market shapes the motives behind 
change. Kraljic (1983) have identified two main sourcing strategies on the product purchas-
ing level, which are known as critical and leverage sourcing. Firms employ critical sourcing 
strategies when they purchase scarce and high-valued items from less complex supply mar-
kets with few suppliers; these items are of high-value because they have high profit impact 
and most of the time characterized by supply uncertainty and risk. On the other hand, 
firms may also use leverage sourcing strategies when the source from complex and frag-
mented supply markets with high competition, and products sourced are strategic but has 
low supply risk. 
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Figure 2-2. Consequence of Changes in Value-Added Strategies For the Sourcing 
Behaviour of OEMs 

As Figure 2-2. shows that sourcing strategies of OEMs are subject to change due to 
industry trends like, globalisation, outsourcing, and platform strategies. Globalisation of 
sales and production  enables OEMs to source form the most competitve supplier base 
from all over the world, which means lower cost of products and local presence of 
suppliers. Next due the outsourcing of product developemnt initiatives to suppliers, OEMs 
should thoroughly monitor and coordinate the process of developemnt and production  
for qulaity and reliabilty. Obviosly, increased communication and production control 
demans expensive IT systems. To avoid extra costs OEMs are increasingly outsourcing to 
single suppliers, which makes the process less complex and cheap. Moreover, sourcing 
from single supplier means less risk in technical incompatibilty of parts purchased; because, 
buying from several suppliers increase variation in product specifications, such as 
size,material, or colour (Paffman & Stephan, 2001). This leads to another trend which is 
preference to use platform strategies in production. Platform strategies in production 
requires system sourcing. Pfaffman & Stephan (2001) explains system sourcing as follows:  

Once OEMs increase their outsourcing ratio and implement a single sourcing strategy, they buy an 
increased vol ume of value-added from a number of direct suppliers. In search for efficient inter-firm 
value chain management, OEMs delegate to suppliers the responsibility for developing and 
producing complete systems and modules. 

2.2.6 Interplay Between Sourcing Strategy and Buyer-Supplier Rela-

tionship 

 
Considering the strategic importance of sourcing in the firm’s performance and the 

processes, structures and dynamics by which sourcing strategies evolve, it is quite obvious 
that the role of appropriate relationships between buyer and supplier is significant in 
achieving the desired business outcomes. Taking into account the supply market competi-
tion as a context and strategic importance of items being purchased as a decision point in 
determining the specific type of relationship, we can identify how sourcing decisions of 
firms impact the way how buyer-supplier relationships evolve. Not much has been re-
searched about this aspect of supply chain management, and quite distinctive work has 
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been done by Cousins & Lawson (2007) regarding linkages between sourcing strategies, re-
lationship characteristics, and firm performance. They argue that firms maintain more-
collaborative supplier management style when the items they source increase in importance 
to the firm’s performance; on the other hand, this relationship attitude changes considera-
bly and takes the form of more transaction-based relationship when firms source leverage 
products (with little strategic importance)  as indicated in the Kraljic (1983) strategic sourc-
ing matrix (Cousins & Lawson, 2007). As it has been noted by Cousins (1999), due to the 
fierce competition in most industries, and especially in automotive industry, where product 
quality, innovation, and cost efficiency establish the competitive edge, more and more 
firms “… have moved from a traditional wide range of suppliers, managed in an arms-
length and an adversarial manner, toward close, partnership-style relationships with a 
smaller number of ‘mega’ suppliers (Cited in Cousins & Lawson, 2007).  With this in mind, 
the next section of literature review covers some important implications and features of 
buyer-supplier relationships in more detail.  

2.3 Buyer-Supplier Relationships 

2.3.1 Interaction 

        According to Håkansson (1994) a company is a complex organization with eco-
nomical and social life. It is involved in many different activities and has an impact on the 
environment around it. A company is an active part of the society that interacts mainly with 
two different actors: the first one are the resources providers (suppliers in many different 
levels) and the second one are the actors using the resources provided by the company 
(consumers). It is because of the need to interact with the external environment that rela-
tions are developed. 

During the last few decades the industrial markets saw fundamental transforma-
tions on the way the relationship in business is conducted. Due to globalization, outsourc-
ing, right size, and intensifying competitive pressures the market trend is moving from a 
transaction-oriented relationship to a more relation-oriented relationship. Sheth (1996) and 
Sheth & Sharma (1997) suggest that those trends are due to ongoing environmental 
changes and increasing competition in the market. This fundamental shift on how compa-
nies relate to each other is forcing organizations to put higher importance on buyer-
supplier relationships when it comes to strategic analysis(Dyer and Hatch, 2004 & Cristóbal 
Sánchez-Rodríguez, 2009). However, the importance and degree of collaboration needed 
varies according to the product complexity. For instance,  more complex the product 
higher the need for collaboration between companies. This is the case on the automotive 
industry that involve parts of high complexity. On the other hand, simple products do not 
require the same level of interaction between buyers and suppliers (Axelsson, 1992; 
Håkansson & Östberg, 1975). Another trend observed in the market is the shorter life cy-
cles of products, companies now see themselves being forced to reach the market faster 
than before. To be able to do that the firms need to reallocate resources and engage in 
partnership with suppliers to become more efficient (Håkansson & Snehota, 1989). Never-
theless,  as suggested by Wilson & Dant (1993) buyer supplier relationships may have some 
disadvantages. It is advisable that before entering in a business relationship companies 
should study the partnership options with caution. Because, in addition to limited possibil-
ity to enter into new relationships, specific investments that companies do between each 
other also decrease their flexibility and freedom.  Therefore, in the scenario of ineffective  
strategic relationship management the company can be stuck in a disadvantageous situation 
(Wilson & Dant, 1993). Even though, all those changes in context show the importance to 
develop a closer relationship with palyers in the value chain, there are drawbacks that 



Frame of Reference 

 
17 

should be taken into consideration while building relationship with buyers and suppliers ; It 
is important for companies to understand that buyer-supplier relationship is a dynamic 
process that is in constant change and requires time and effort from both sides in order to 
create mutually beneficial relationship.  

2.3.2 Trust  

        One of the key factors needed for companies to better collaborate and engage with 
each other is the trust. It is not right to say that organizations trust each other, but indi-
viduals in one organization trust people in another firm (Bönte, 2008; Sako, 1998). There-
fore, mutual trust between buyer and supplier is needed to be able to develop long term 
collaboration. The interaction and social exchange between individuals from different 
companies leads to an increase or decrease in trust and commitment levels. 

“Trust is the glue that holds everything together, the bond that creates 
healthy communities and successful businesses” (Schwab & Malleret, 2003). 
According to Sako (2000) and Dyer & Chu (2003) higher levels of trust between 

buyer-supplier relationships can raise a company performance. Trust will have a direct im-
pact on continuous learning between the companies (Sako, 2000) and in many cases cost 
reductions in vertically related companies can be observed (Dyer & Chu, 2003). In fact, 
trust reduces asymmetric information between buyer and supplier and therby reduces the 
miscellaneous and administrative costs.  According to Bonte (2008) the exchange of inten-
tional and un-intentional knowledge between companies has a positive impact on the trust 
between the companies. Furthermore, he also suggests that geographical proximity is also 
an important factor on the trust levels between companies; the closer a supplier to its 
buyer, the more likely is that the buyer will trust the supplier. On the other hand, if the 
supplier has problems keeping their business secrets the trust levels between the companies 
will decrease (Bönte, 2008).     

2.3.3 Motives for Collaboration 

The main goal of developing a buyer-supplier relationship is to create competitive 
advantages for the companies. According to Dyer & Singh (1998) and Cristóbal Sánchez-
Rodríguez (2009) companies can achieve this competitive advantage in four different 
waysof collaboration: joint investment (e.g. the participation of a buyer in a new product 
development of the supplier), knowledge exchange (e.g. suppliers being trained by the 
buyer, or sharing information such as cost and quality reports with the supplier), combining 
scarcer / valuable resources (e.g. supplier involvement in buyer new product development), 
and improving the firms governance (e.g. elaboration of rewards system and recognition of 
supplier efforts). Collaboration and alliance between buyer and supplier makes the trading 
process certain with little asymmetric information and thereby reduces the transaction costs 
(Martin et al., 1995).  Apparently, this enables close integration of supply chain and leads to 
internalization of cost which further reduces the uncertainty. Moreover, Eisenhardt & 
Tabrizi (1995) shows the importance of collaboration during the product development, 
which as they argue will make the production of mature and predictable products more 
flexible (Cited in Wei & Chen, 2008). Obviously, this fact applies to automotive industry 
where the role of supplier development is crucial ; most OEMs develops unique 
collaboration with their key suppliers through training and inviting them to the early R&D 
activities, and even delivering them  responsibility over product development. According to 
Cristóbal Sánchez-Rodríguez (2009) companies who are  engaged in collaboration activities 
with other companies are more willingly to do it again. This comes to support that 
companies in fact see the benefits of such relationships. However, in order to achieve 



Frame of Reference 

 
18 

effective relationships it is important that the companies work in synergy by aligning their 
goals. The alignment of the supplier development practices with the general goal of the 
firm will improve the organization purchase performance and on the long term it will 
improve the overall business performance (Cristóbal Sánchez-Rodríguez, 2009). It is also 
important that managers of both companies know how each firm can contribute to this 
relationship making sure that they are working in synergy towards the same goal. It makes 
both the buyer and the supplier responsible for ensuring the quality and effectiveness of 
the relationship (Cristóbal Sánchez-Rodríguez, 2009). 

        Since companies are complex entities that are engaged in contact with the external 
environment, their own survival depends on its ability to adapt to the external changes. 
One radical change that can occur that effects the relationship between companies is a 
merger from one of its buyers. The change in buyer-supplier relationship due to a merger 
must be on the top of the list for companies thinking about a merger, especially in a busi-
ness to business market (Kato & Shoenberg, 2013). It will be likely that this merger will re-
sult in a new sourcing strategy from the new company forcing the suppliers to adapt to it. 
If a supplier sees  its relationship with a buyer in jeopardy due to a merger, it is advisable 
the company to take some actions. One option is a vertical integration with the company 
merged. Another option is a horizontal integration with competitors to improve the com-
pany size and have more leverage in the market. Therefore, it is conclusive that companies 
that are in collaboration become dependent of each other. However, the levels of depend-
ency between companies is not always balanced. This leads us to the different power rela-
tionships between the buyer-supplier relationships. 

2.3.4 Power relationship 

        During the last few decades the Integrated Supply Chain Management (ISCM) has 
been pointed as the optimal way to organize buyer-suppplier relationships in the automo-
tive industry when it comes to alignment of competencies in the supply chain (Cousins & 
Lawson, 2006). This approach means that companies should focus on their core businesses 
and try to outsource to their suppliers everything that is not related directly to their core 
competencies (Paffman & Stephan, 2001). After this outsourcing process is finished the 
goal is to consolidate by reducing the number of suppliers in order to have a better focus 
and close relationship with them (Cox et al.,2000).This approach began with the Japanese 
automotive industry during the 70s and was pointed as one of the reasons why the Japa-
nese were so successful in the industry. The problem with this approach is that it does not 
work with all kinds of buyer-supplier power relationships. The buyer dominance of the 
Japanese automotive industry over the suppliers is what makes this approach successful in 
that context and also explain why this approach is not always as successful as it is in Japan 
in other parts of the world (Cousins & Lawson, 2006).  The power regimes relationship be-
tween the buyers and suppliers need to be taken in consideration when managing a com-
pany supply chain. The buyer supplier power relationship is helpful in trying to understand 
the effect on the connected companies. According to Cox et al. (2000) power is when a 
company can influence another company to behave in a way that is against its own desire. 
For instance, demanding lower prices for delivered products. This relationship can be pre-
dicted accordingly to the utility and scarcity of the resources that are traded between both 
companies. The buyer supplier power relationship presented by Cox et al., (2000) can be 
divided into  four types as shown in Figure 2-3 : 
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           Low       High 
 
      Relative utility and  

scarcity of suppliers  
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Buyer dominance (the resources offered to the supplier by the buyer are scarce and 

of great importance to the supplier. The buyer also has power if the resources offered by 
the supplier are everywhere and of low importance to the buyer), Supplier dominance 
(when the opposite situation described above happens), Independence (when both buyer 
and supplier have not enough leverage over the other, in other words when the resources 
scarcity and importance are low to both sides), and finally the Interdependence (when the 
buyer and suppliers has resources that force them to work in collaboration with each other, 
neither side has the power to force the other company to do what they want them to do, 
the resources scarcity and importance are high to both companies) (Cox et al. , 2000). This 
matrix means that the levels of resource scarcity, ability to find substitutes, and imitate 
products are important in defining the buyer-supplier relationship. 
        Therefore, it is important for the companies to know where they are in this buyer-
supplier power relationship matrix and try to move to more favourable positions on the 
matrix. As previously mentioned, relationship between companies is a constantly changing 
long term process that require reaction in changes in the relationships (Axelsson, 1992). 
This means that supplier that has a relationship with a company that merged will react to 
the changes caused by the merge since their position on the power matrix can shift with 
due to the post-merger power imbalance.    

2.4 Strategic Response Mechanisms 
Due to industry trends like globalization, outsourcing,  platform strategies, and 

shorter product-life cycle, automotive manufaturers, so called Original Equipment 
Manufacturers (OEMs), are changing their value-added strategies (Pfaffmann & Stephan, 
2001). In fact, major automotive customers like Volkswagen or Daimler are increasing the 
use of global sttategies in production and single sourcing (FKG). They are searching cost 
efficient ways to satisfy global customers and trying to establish themselves in emerging 
markets where the growth for transportation needs has high potential. Accordingly, 
changes in how OEMs want to deliever value, have critical impact on their suppliers. It is 
apparent that in order to sustain their competitive market position not only in the domestic 
environment but also in the global market, automotive suppliers have to adapt their 
strategies to that of OEMs; they need constinuesly improve their performance with regards 
to production (delivery precision, quality, cost) and product development (time,cost, 
innovativeness) (Von Corswant & Fredriksson, 2002).   

 
Buyer Dominance 

 
Inter – Dependence 

 
Independence 

 
Supplier Dominance 

Figure 2-3. Potential Buyer-Supplier  Business to Business Exchange Relationships 
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When the automotive suppliers start to feel power-imbalance and increased influ-
ence from the side of OEMs, they look for strategic response mechanisms that can im-
prove their market position. It may be either response to increasing market competition or 
changing needs and requirements of OEMs. When, the supplier is able to respond better to 
the needs of the customer compared to other competitors, it will gain the status of strategic 
supplier and will have more power in negotiations. In their research about German 
multinational automotive suppliers , Pfaffmann & Stephan (2001) propose two main 
strategic prospositions for automotive suppliers in order to better compete in the global 
auto industry: 1) grow and diversify in response to the global trend of restructuting the 
value chain in automotive industry; 2) adjust  strategies to global customer and legal 
requirements. In the light of  globalisation, OEMs need efficient ways of product and 
component sourcing that will ensure the supply certainty for their international production 
bases (Pfaffman & Stephan, 2001). They have a choice to either source from local or from 
global supplier. It means that globalization of OEMs provides access to large number of 
potential supplier base, thereby engaging them in global sourcing: ”a strategy to buy from 
the most competitive supplier world-wide” ( Pfaffman & Stephan, 2001). It is truely a 
challenge for automotive suppliers and they have to adjust their strategies globally in order 
to stay in direct contact with OEMs. So, as strategic response to sustain a market position 
automoive suppliers should invest in global presence. It is called ”greenfield investment” 
which is being locally present in countries where  strategic customers have production 
bases (Pfaffman & Stephan, 2001). Another important trend which is changing the  value 
system in the automotive industry is using shared platforms. In order to reduce costs 
OEMs are increasingly using common platforms for the different models of vehicles, and 
they are also eager to outsource and involve suppliers in platform strategies. As a strategic 
response to increasing use of platform strategies in automotive industry, ”suppliers have to 
supply complete systems and modules on a world-wide basis and remain in direct contact 
with OEM ”( Pfaffman & Stephan, 2001).   

Hammer & Champy (1993) outlines the role of business engineering directed 
towards improving the workflow and external business integration. Business engineering 
with an aim to reduce the transaction cost and to enhance the operating performance, 
mainly deals with monitoring and reduction of internal cost, internal agency cost, external 
contracting cost, and external communication cost (Wei & Chen, 2008). Likewise, Wei & 
Chen (2008) suggest that performance of automotive suppliers can be improved by 
modifying the ineffective production activities; this will help them to reduce excess costs 
and be efficient and flexible when supplying the OEMs.  To illustrate, the practice of JIT 
purchasing in automotive industry reduces costs considerably. The idea of JIT purchasing 
is to achieve minimum inventory costs, which is done by keeping all necessary parts of 
production at suppliers’ warehouses till the time when the demand is certain and the firm is 
ready to manufacture (Gonzales –Benito & Spring, 2000). Obviously, this is a great way of 
utilizing the factory space in most effective way; while keeping the stock at suppliers’ site, 
the manufacturing can use its own space for production expansion (Wei & Chen, 2008). 

M&As effects suppliers which risk to lose their existing customers due to market 
expansion (Oberg & Holstrom, 2006). In order to solve this challenge suppliers try to 
restructure their businesses. For instance,  they merge or acquire in order to be 
geographically present near customer and meet its requirements and increased capacity and 
supply needs. In this case system supplier has a  preference to acquire companies with 
technological knowledge and complementary competencies, while a module supplier with 
an attempt to deliver modules and related services look for acquisition or merger target 
with production facilities close to OEMs (Pafaffman & Stephan, 2001). Moreover, M&As 
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among customers or suppliers create power-imbalance in the business process negotiations; 
larger and stronger party as a result of M&As can put pressure in negotiation deals against 
weaker party, while weaker party in order to prevent this engages in parallel M&As, which 
further can lead to another M&As on both sides (Oberg & Holstrom, 2006). In some 
cases, due to market conditions negotiation power of one party becomes unchallengeable 
and power-imbalances result in extreme dependence of one party and parallel M&As is not 
an optimal variant to fight it, some parties prefer to diversify their businesses in other areas 
of scope and try to escape the dependence problem (Pfaffmann & Stephan, 2001).  
 

2.5 Research Model  

Within the framework of this study we have come up with a research model that was used 
as a guide in conducting the research. It was cuild in accordance to frame of reference, 
where we first have identified different dimensions like: merger effects, sourcing startegy 
change, buyer-supplier relationships, and strategic response mechanisms. Relying on the 
background of the research problem and questions, we assume that dimensions mentioned 
have following relationship effects as depicted in Figure 2-4.  

 

Figure 2-4. Overall Research Model for Post-Merger Impacts on Automotive Supplier
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3 Method 

In this chapter the research  purpose,  philosophy and approach, the methodological choice and  research  
strategy are outlined. The use of semi-structured interview questions, secondary documentary data, data  
analysis and the reliability and validity of the study are considered. 

3.1 Characteristics of the Study  

The choices of methods used in this study were based on the research questions 
presented in chapter 1, which are exploratory in nature. Exploratory research is a useful 
way to ask open questions and gain deep insights and understanding of a specific problem 
area not well understood. It is also an approach that is flexible and allows for change of di-
rection in the project when needed (Saunders et al, 2012). Based on previous research done 
in the areas of mergers, sourcing strategy, and also how suppliers have previously being 
studied, the use of exploratory research appears to be the best fit for this thesis. 

3.2 Research Philosophy  

This study embrace a pragmatism philosophy since the pragmatic point of view 
gives flexibility and puts the research questions as the base for which research philosophy 
should be used (Saunders et al, 2012). Therefore, the implication for this study is that 
interpretations that make the most sense were being used when collecting and analyzing 
data depending on the goal of each research question. In addition, this study used the In-
terpretivism view, which helps to reflect on the importance of socially constructed and sub-
jective points of view (Saunders et al, 2012). This is relevant in this study due to the fact 
that relationship between companies (people) are being studied. Subsequently, the case 
study used in this thesis contains detailed, complex, and unique information specific to 
each one of the sample companies being analysed. In regard to this, interpretivism provides 
the tools to interpret the answers from the respondents taking in consideration the context 
in which they are present, allowing a more in-depth analysis. An interpretivist perspective is 
known to be the appropriate choice when studying organization behaviour in qualitative 
manner (Saunders et al, 2012).  

In connection to interpretivist stance this thesis adopted subjectivism as an onto-
logical position. Having ontological position is necessary since it helps to construct the 
view about the nature of real-life phenomenon being studied (Saunders et al, 2007). Subjec-
tivism helped to perceive and understand the post-merger effects on buyer-supplier rela-
tionships as something subjectively constructed through the meanings and conceptions de-
veloped socially which can change depending on the context. Accordingly, both interpre-
tivism and subjectivism are concerned with perceiving and interpreting the meanings be-
hind a socially constructed phenomenon, which changes in buyer-supplier relationships in 
this particular case of Scania and MAN merger.  

3.3 Research Approach  

The chosen approach for this study is abductive. This allow for the study goes back 
and forth between the empirical findings and theory (Saunders et al., 2012). Since the re-
search questions require flexibility on the study, the abductive approach was the chosen. 
This is in accordance with Saunders et al (2012) that mentions that abductive studies can 
accommodate changes due to unanticipated findings and theoretical insights acquired dur-
ing the project. Therefore, the theory on the topic was consulted before the interviews take 
place, but with the intent to gain knowledge and insight on the topic as well as to spot gaps 
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in the literature. So, before the interviews we had some theories and issues that this project 
should cover. However, new areas were addressed during the interviews forcing us to go 
back to the literature in some areas not addressed before. It was just after our empirical 
findings were done that we could select some of the relevant theories / concepts that 
would be used on the theoretical framework on the analysis part.  

3.4 Research Design           

3.4.1 The Case Study Strategy 

Since the phenomenon being studied is complex and dynamic with many parties 
being involved; merging companies and the effects on suppliers, it is important to under-
stand the context in which the research takes place. Due to the exploratory nature of the 
study and the importance of the context in which the phenomenon happens, case study 
approach is the chosen method.  The case study research design allows researchers to gain 
a general and significant understanding of a current real-life experience. In many case stud-
ies, the boundaries between the topic and the context can overlap making difficult to define 
them (Yin, 1993). This research design gives the researchers a chance to get a snapshot of a 
topic within its real life context at a specific time (Saunders et al, 2012) and is appropriate 
to be used in this study due to the fact that in-depth understanding of the context of the 
merger between MAN and Scania and the process of how the suppliers will react to the 
merge is necessary. According to Stake (1995) case studies is the favoured approach in ex-
ploratory studies, since it may be hard for the researcher to focus on a specific topic and 
know what is more relevant beforehand. Therefore, a case study is an option to gain in-
sights about relationship changes and how the companies react to them when a merger oc-
curs.   

This thesis is based on a case study of changes in buyer-supplier relationship as a 
result of a merger from the OEMs side. The reason for choosing the process of relation-
ship as a case is that this study wants to explore how the post-merger integration of OEMs 
affects the automotive suppliers and what are the available strategic response mechanisms 
for suppliers to strengthen their market position after the merger. The case is divided in 
two parts: from one side, the merger motives of the OEMs are presented and applied to 
what extent they may impact their sourcing strategy and eventually the relationship with 
suppliers; and on the other side, post-merger impacts on suppliers are explored and possi-
ble supplier strategic response mechanisms are investigated. It was done using two Swedish 
automotive suppliers as an example for the case. Moreover, the researchers understand the 
limitations of having only one case, since it difficult to defend the generalizability of the 
study. However, having one case makes possible "to observe and analyse a phenomenon that few 
have considered before” (Saunders et al.,2012). Also, a single case study allows to get in-depth 
look at a phenomenon (Meyer, 2001). A holistic approach was used and it means that we 
will look at the post-merger buyer-supplier relationship as a whole and not focus in one 
specific part of it. It is considered as an advantage in this study due to fact that this holistic 
approach gives the researchers the chance to study different aspects and relate them with 
each other (Gummesson, 1988). 

3.4.2 Time Horizon 

The research is cross-sectional in nature, where the subject was studied during a 
specific period of time due to the project requirements (Saunders et al, 2012). Cross-
sectional study was an appropriate choice in the light of phenomenon being studied. 
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Moreover, Robson (2002) points out that information collected from case study based on 
semi-structured interviews can be studied within limited time requirement. 

3.4.3 The Selection of Respondents for the Case 

The current merger between Scania and MAN may have an impact on the suppliers due to 
the change in relationship and goal alignments between the companies. It is interesting to 
see if the merger have different impacts on Swedish automotive suppliers that were 
supplying to MAN and Scania before the merger, and  the ones which  were suppliers only 
to Scania. To be able to get an effective view of these impacts, different criteria were used 
when choosing the respondent companies for the case. This intentional selection of the 
supplier companies is in accordance with Saunders et al (2012) that describes the purpose-
ful technique saying that the companies can be selected by the judgment of the researchers 
and for specific reason. The criteria’s are listed below: 

 
1. Geographical location. The automotive suppliers need to be a Swedish registered 

company with their headquarters or manufacturing facilities located in Sweden.  
2. Needs to be a Scania supplier. One of the case companies needs to supply only to 

Scania before the acquisition of Scania by the Volkswagen Group.  
3. Needs to be a MAN and Scania supplier. The other case company needs to be a 

supplier to both MAN and Scania before the acquisition of Scania by the 
Volkswagen Group.  
 
The first step to identify those companies was to see how many companies are in 

Sweden in the automotive industry. It was done through acquiring a list of the Swedish 
automotive suppliers online and the list available by FKG (Swedish Automotive Supplier 
Association). The businesses were further investigated by checking each company webpage 
and press releases to see if the company supply specifically to Scania and MAN. Further, 
the companies that fulfill all the requirements above were arranged in 2 different groups 
according to if they supply just to Scania and if they supply to both Scania and MAN. The 
categorization of the companies can be seen as an attempt to find similarities and 
differences between them. The companies were approached randomly inside each group. 

The first contact was done through the phone where a brief presentation of the 
researchers and the study was done. During those calls, one of the main goals was to reach 
the person that can decide if it is possible or not to use the company in a case study. The 
researchers were looking for interview respondents in senior position in the areas of Sales, 
Business Development, and Production that have close collaboration with Scania or MAN. 
The phone calls were followed by a confirmation email sent to the person contacted, where 
information agreed upon by the phone was written down. In the same email the 
researchers also attached the thesis proposal for better understanding of the topic in case 
the contact had any further doubts. Following this first contact, interviews and visits to the 
companies were arranged (Meyer, 2001).  

3.5 The Research Process 

3.5.1 Data Collection 

 This study used both primary and secondary data collection techniques to gain 
knowledge about the topic. The combination of both primary and secondary data 
collection allowed this study to answer the research questions and reach the research 
objectives in a structured and reliable way. In this research a mono-method approach was 
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used. The primary data was collected through semi-structured interviews in addition to 
secondary data.  
  A qualitative method was used to collect data in this research. It means that data 
collection techniques or data analysis methods that generates or uses non-numerical data 
(Saunders et al, 2012). Since a qualitative study does not use quantified data to achieve the 
results, it is the skill, experience, and perception associated to the researcher that deter-
mines the results and quality of the data analysis (Ghauri and Gronhaug, 2005). Interviews 
and the use of categorizing data are common characteristics of a qualitative study. Based on 
that, a qualitative approach will be used to gain an in-depth understanding of how the sup-
pliers will adapt their strategies in reaction to the new sourcing strategy caused by the 
merger between Scania and MAN. The qualitative approach also fits the research question, 
since the goal of the study is to go deep into the topic by using multiple cases to gain rich 
knowledge of the context in which the companies operate and reasons behind the answers 
of the participants (Saunders et al, 2012). It makes this approach the best one available to 
achieve the purpose of the study.    

3.5.2 Primary Data    

In this qualitative study, the primary data collection (data collected specifically for 
this study) was done through the use of semi-structured interviews in addition to one initial 
in-depth interview conducted at the beginning of the project. This initial in-depth interview 
will be referred to as the “pilot interview” and the intent was to gain general knowledge on 
the area being studied and identify specific topic to be discussed in the following semi-
structured interviews. The semi-structured interviews are also in accordance with the re-
search question and goals.  

This kind of interview is a common approach when doing an exploratory and quali-
tative study (Saunders at al, 2012). The semi-structured interviews provide space to ask 
many different questions and clarify the answers and questions when needed; also, it is pos-
sible with this approach to get answers that are not relevant to the case (Saunders et al, 
2012). Therefore, in this study the semi-structured interview method is used to gain an un-
derstanding of what is happening and in which context the situation is happening. The 
main reason is to gain detailed knowledge and understand the reasons behind the answers 
from the participants. The base for the interview questions is the background research 
done on the literature of the topic presented in chapter 1 and the pilot interview. Since the 
researchers had a clear picture of the research questions through the gained knowledge 
from the literature and the pilot interview, we knew which information needed to be col-
lected to fulfil the research purpose. Still, the researchers designed the interview questions 
to be open ended, as it gives the respondents the opportunity to speak freely about the 
topic, their beliefs, and in many cases giving new insights and covering topics that were not 
previously considered (Saunders et al, 2012).   

Before the interviews were conducted a guide of the interview was sent to the 
participants to set the expectation for the meeting (Ellram, 1996). This guide was 
composed of around 25 questions that can be seen in Appendix 1. The questions were 
developed and evolved during the whole time of the research. The order of the questions 
also changed depending on the interview to better adapt to the context and make 
adjustments from previous interviews. Secondary data from reliable business news portals 
was also used in this stage, but mainly to double check general information presented by 
the participants. All of our interviews were recorded. The recording was done with the 
intent to make the transcription easier and to allow the interviewer to pay full attention to 
the answers, increasing the chances to come up with follow-up question (Meyer, 2001). In 
addition to that, as previously mentioned, in qualitative researches the understanding of the 
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context is important to better understand the bigger picture. Consequently, not only the 
words were important, but also the ways it was said (tone of voice and participants non-
verbal communications) was also taken into considerations and note were taken in the at-
tempt to capture it (Saunders et al, 2012).  

After the interviews the researchers kept in contact with the companies via e-mail 
or phones when clarification and additional information was needed. Further, notes with 
the summary of the interviews were also sent to the participants with the intent to avoid 
misunderstandings and in case the participants wants to develop further specific aspects of 
the topic.      

The semi-structure interviews were conducted in two different manners; personal 
(face-to-face) and over the phone. The decision in which environment the interviews 
should be conducted was decided by the interviewee. It is important that the interview 
takes place in an environment where the interviewee feels comfortable. The researchers 
should understand the limitations of the lack of visual impressions of the phone interview, 
constraining the process of making observations (Yin, 2009). The researchers should also 
understand that the level of interaction and personal contact in a phone interview may not 
be the same as conducting a personal interview. However, we decided to agree with this 
format of interview when taking in consideration the contribution that those interviews 
would give to this study. Analysing the interviews afterwards, the lack of interaction was 
not noticeable. The respondents seemed to be very comfortable and deeply elaborated their 
answers.  

Due to a request of the companies and the managers being interviewed, no 
companies’ names, real name of the interviewee, precise list of products, sales revenues, the 
precise number of employees, or any other information that gives away the identity of the 
company was revealed in this study. The data was collected through February 25th, 2015 
and May 1st, 2015. The duration of the interviews varied from 45 min to 1h:50 min. The 
amount of 5 interviews was conducted between the two companies and the FKG (Swedish 
Automotive Supplier Association) comprising responses from different people. After the 
five interviews were conducted we had reached saturation. No new patterns or insights 
came up during the last interview. The interviewees started to agree with each other instead 
of contradicting (Darlington & Scott, 2002). Therefore, the researchers intended to stop 
the interviews even though the companies were willing to have further interviews if 
needed. The interview details will be mentioned in the Table 3-1 below.  

Table 3-1. Details of Interviews Conducted 

Name Title  Type Date Length Company 

Interview 1 Vice-President  Personal 
(in-depth) 

Feb 25th, 2015 110 min B 

Interview 2 Head of Sales  Phone April 15th,2015 75 min A 

Interview 3 Account Manager  Phone April 22nd,2015 45 min A 

Interview 4 Account Manager  Phone April 29th,2015 60 min B 

Interview 5 Automotive Expert  Personal April 30th, 2015 50 min FKG 
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3.5.3 Secondary Data  

This study also used data that was collected for another purpose, secondary data. It 
may be helpful in providing additional information, knowledge, interpretations, and help 
the conclusion of the project. This study used mostly documentary data that can consist of 
text and non-text materials as; news articles, videos, company website, correspondence (e-
mails), and company reports. This secondary data was used to provide context to the case 
and to triangulate findings from the primary data that as mentioned above (Saunders et al, 
2012). To be able to collect the secondary data the Jönköping University library website, 
automotive news portals, Google Scholar, and other search engines for example; Amadeus, 
and IHS Automotive were used. Some search words that were used in this search; M&As 
effects, sourcing strategy change, buyer-supplier relationship, strategic response 
mechanisms, and automotive supply industry just to mention a few. Notable sources that 
were used are: Laabs(2009), Laabs & Shiereck (2008), Holtstrom (2003), Von Corswant & 
Fredriksson (2002), and Pfaffman & Stephan (2001).   

3.6 Data Analysis  

3.6.1 Unit of Analysis  

In this study the unit of analysis is the relationship between the merging companies 
and the supplier to the merging companies. Since the goal of the research question is to 
understand how suppliers are affected by the merger between Scania and MAN, it is logical 
that the unit of analysis is the network / relationship between those companies. In other 
words, not only are the suppliers being studied, but also how those Swedish suppliers may 
be affected by the merge and adapt to this change in relationship. 

3.6.2 Empirical Data Analysis  

According to the Saunders et al. (2012) qualitative data is associated with the social 
interpretations and understandings of incidents that happened to people. Making it neces-
sary to analyse and fully understand a qualitative research the social interpretations need to 
be taken in considerations. Meyer, (2001) also mentions that there is no fixed way of ana-
lysing qualitative data. However, there are guidelines that can be useful and will be men-
tioned below. This is in accordance with Hoepfl, (1997) that mentions that the analysis of 
raw data into logical, relevant, and worthwhile categories require creativity from the re-
searchers. There are guidelines offered by Yin, (2009) and Eisenhardt, (1989) on how to 
use a case, but they also mentions that most of the decision regard the design of the case is 
up to the researchers. Since qualitative studies are interactive and interrelated between the 
qualitative data collection and analysis this study will collect, analyze, and interpret the data 
as we proceed with each interview (Saunders et al, 2012).  

As our semi-structured interviews were recorded, the data will need to be prepared 
before it can be analysed. The first step is to transcribe the qualitative data from the tape to 
written. The recorded interviews were reproduced in writing using the actual words in addi-
tion to notes about the respondents’ body language. This process of transcription was per-
formed right after each interview took place. It is considered as an important aspect of our 
research since it helped in the preparation for the next interview. After the data has been 
transcribed, the data reduction process was used. Data reduction consists of summarizing, 
clarification of the data collected, and intentionally focusing on specific parts (Meyer, 
2001). The data was divided in topics where paragraphs and sentences belonging to specific 
context was grouped together. 
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This study used four (4) steps to analysed the date; categorizing data, recognizing 
relationships, interpretation of the data, and analysis of the data. The first part is to catego-
rizing the data. As its own name suggests, categories will be identified and parts of the 
original data will be linked to each of those categories. The research objectives and purpose 
will be the guideline to the creation of the categories. The classification of the categories in 
this research is concept-driven categories. This means that the categories will be based on 
the literature consulted in this study; Merger Impacts on Sourcing Strategy, Sourcing Strat-
egy effects on Buyer-Supplier Relationship, and Strategic Response Mechanisms (Saunders 
et al, 2012). The recognizing relationship step means that key themes, patterns, and rela-
tionships between the categories were identified. The different interviews were arranged 
according to similarities and differences. Those relationships were tested by trying to find 
alternative explanations (Saunders et al, 2012). 

The next step is the one used in the findings part of this thesis. The interpretation 
of the data helps to explain and point important aspects to the following part that is the 
analysis of the data (Taylor-Powell & Renner, 2003). Data interpretation is more than just 
describing the data and adding significance, it also recognizes the findings, draw conclu-
sions, and develop assumptions about the topic (Saunders et al, 2012). The data analysis 
part is the attempt to link the new understanding provided by the empirical findings in 
combination with the known literature. Therefore, the idea is to add knowledge to the ne-
glected area of the literature (Saunders et al, 2012).  

3.7 Trustworthiness  

This thesis strives for high levels of trustworthiness by being cautious on which cri-
teria’s were used in this study. In order to assess the trustworthiness of the study Lincoln & 
Guba (1985) mentions the necessity of testing the study for validity and reliability.    

3.7.1 Validity  

There are two ways researchers look at validity; internally and externally (Lincoln & Guba, 
1985). Internal validity refers to the quality of the data and how accurate the research 
represents reality (Yin, 2009). Some measures were taken in this research to ensure the 
quality of the data. The first as previously mentioned was to send to the interviewee a 
summary of the interview to be revised. The idea is to avoid misunderstandings and gives 
the chance to the interviewee to correct or add new insights on the study Ellram (1996). 
Another measure to ensure the quality of the information was to triangulate the informa-
tion given by the interviewees with other sources to a certain extent. The researchers tried 
to double check the information with the companies’ websites and news journals. In addi-
tion to that, the interview with the industry expert from FKG contributed to the quality of 
the information. Since, the answers from FKG helped to confirm or contradict some of 
the information offered by the companies A and B. Therefore, it helped to get a better un-
derstanding of the big picture and how the industry works in reality. 
 On the other hand, the external validity has to do with the generalization of the 
study to other contexts (Yin, 2009). Since this study is done with only one case, it is hard to 
say that this study will be representative. Then, the authors do not believe that this study 
can be generalized to a population. However, theoretical contributions can be used in other 
areas and industries as supported by Bryman (1995). Therefore, the right term to be used 
would be transferability as suggested by Lincoln and Guba (1985). With the intention to 
enhance the chance of transferability the researchers in this study have added as much de-
tails about the contexts as possible. So, the knowledge presented in this study can be trans-
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ferred to other cases in the same industry as wells as to other industries that face similar 
case of upstream merger.  

3.7.2 Reliability 

Reliability means collecting and analysing data that in case other researchers would realize 
the same study they would reach the same findings (Yin, 2009). The researchers acknowl-
edge that the chances of a qualitative research about relationship changes and how compa-
nies react to those changes is likely to reproduce different findings. It is due to the different 
lenses and priorities used by different researchers making the use of the same categoriza-
tion unlikely. And the final observation about the point is that relationships are always 
changing, and since this thesis has as a main topic the relationship balance between com-
panies it is hard to say that another study will reach the same conclusions.
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4 Empirical Findings 
This chapter aims to introduce to the reader the merger case between Scania and Man SE. The transaction 
partners, Merger Deal and Transaction Motives, Effected Suppliers, Merger Effects 

4.1 Findings 1: Transaction Partners 

4.1.1 Scania AB 

Scania AB is a Swedish premium truck manufacturer operating in the global scale. 
It has manufacturing plants in Europe and Latin America, and also assembly facilities 
spread in more than ten countries in three continents (Scania Group Website: Production 
Units). Alongside with Volvo Group , Daimler and Renault it is one of the world’s biggest 
commercial vehicle manufacturers with products ranging from busses to trucks (FKG). Al-
so, it is obviously one of the few players in truck industry which has chosen “go it alone 
strategy” and became quite profitable over years without any external strategic alliances 
(Nilsson, 1997). Despite the changing ownership issues along the history of the company, 
Scania was able to successfully market its products and it was mainly due to unique strategy 
that it had (FKG). This unique strategy often prescribed as core competence for Scania 
which has been its modular system in production.  

Moreover, being a single-product company, thus concentrating on trucks and espe-
cially in heavy segment was a winning point for Scania, which enabled it to build a strong 
brand image of being “King of the Road” (IHS Automotive). This image was a part of cor-
porate strategy that creates self-understanding for Scania as a market leader, both in terms 
of products and in terms of economic performance. In addition to intensive work in pro-
duction, Scania also grew organically through internationalization. After 2000s, new mar-
kets opened doors in Eastern Europe and Asia. In order to have market access, Scania en-
tered into strategic alliances with local automotive manufacturers in foreign markets. In 
fact, strategic alliance with the Japanese producer Hino gave an opportunity to Scania to 
expand its presence in Asian markets. This type of alliances was a strategy that was an al-
ternative way of achieving economies of scale without being bounded by mergers and ac-
quisitions.  

Scania has Global Purchasing which  “…is responsible for global purchasing of 
parts and components, both for new development and those running in production, as well 
as spare parts and non-automotive products and services” (IHS Automotive: The Medium 
and Heavy Commercial Vehicle OEM Report).  Scania’s central purchasing department is 
located in Södertälje (Sweden) and its supplemented by local procurement offices in Latin 
America, India, Russia and China (Scania Global Website).  According to automotive 
expert at FKG the standard purchasing strategy for Scania is to use dual sourcing, which is 
mainly done in order to reduce risks both for quality, delivery and cost effifciency.  He also 
mentions that “ the possibility of changing sourcing strategy to single source ,especially, 
during product development could also add customer value from first mover advantage.” 
 
Scania Business Strategies: 
 
According to Brunninge (2005) Scania has also been successful in applying its core business 
strategies in outperforming its competitors in terms of profitability. The strategic direction 
of Scania aims at high returns, and is built around following four business strategies:  
• Focus on the heavy segment of trucks.  
• Build trucks from a modular component system.  
• Develop and produce the strategically important parts of the truck in-house.  
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• Work  in close cooperation with  the  suppliers and  focus  on  export  in  order  to  gain  
volume (Nilsson, 1997).  
 
Focus 
 
For a long time the grounding strategy of Scania is to concentrate on certain segment of 
products and manufacturing only heavy trucks of a size more than 16 tons(Interview 1: Vice-
President in Business Development, Company B). As Nilsson (1997) points out this distinguishing 
feature of Scania, helps to achieve economies of scale at transformation phase, even though 
in input and output phases of production the efficiency is not that obvious. However, this 
way of doing business is unique in the industry and gives certain competitive advantage to 
Scania over its competitors like Daimler, Volvo and Ivecco , who produce complete line  
ranging  from  light  trucks via medium  to heavy trucks (Interview 5: Automotive expert at 
FKG).  
 
Modular System 
The modular strategy of Scania is about achieving economies of scale through the products 
with the standardized interfaces which allows the company to manufacture a large variety 
of products with a limited number of components (Brunninge, 2005). The importance of 
modular system is explained by the fact that it determines the nature of business at Scania, 
mainly what products to offer into the market and where to manufacture them (Nilsson, 
1997). Moreover, with the help of modular system the company was able to grow organi-
cally over years by producing range of products and not entering any mergers or acquisi-
tions (Interview 5: Automotive expert at FKG). 
 
In-house production of strategic parts 
As Nilsson (1997) stresses the key components of trucks are in power train, and having 
control of the production of these parts gives strategic advantage to the company. That is 
the reason why Scania same as Volvo prefers to develop and produce the strategic parts in-
house. The other parts which are not of crucial importance are sourced through suppliers 
(IHS Automotive). Apparently, this strategy keeps the company safe from diffusing the 
technical knowledge and thereby maintaining level of privacy against competing companies; 
also, it provides the company with faster and more controllable production process (Inter-
view 5: Automotive expert at FKG). Jannesson et al. (2014) cites, that “The component manu-
facturing at Scania has been concentrated geographically to benefit from local expert 
knowledge and reduce transport costs.” They also mention that the development of com-
ponents “…takes place in the same location in order to encourage cooperation with pro-
duction”.  
 
Close cooperation with suppliers and export 
 
In addition, most products of Scania are sold out internationally. Due to the fact that Swe-
dish domestic market demand is negligent for Scania, around 97% of trucks and busses are 
exported (Brunninge, 2005). While Scania produces the strategic parts in-house, it contracts 
other parts to suppliers who have distinct comparative advantage in producing those com-
ponents (Interview 4: Account Manager, Company B). If before Scania had number of these 
suppliers, now it is concentrating more on few and building long-lasting and closer cooper-
ation with them (Interview 5: Automotive Expert at FKG).  For instance, the intensity of coop-
eration can be seen from product development phase, where suppliers have more respon-
sibility than before. As Jannesson et al. (2014) explains, “some components formerly made 
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by Scania are now made by suppliers.” In addition as Scania applies just-in-time production 
practice, trucks are only produced when the customers place the order and this strategy is 
called as “manufacturing to order” (Jannesson et al., 2014). It means that Scania tries to 
keep minimal buffers of finished products and thereby avoid large amount of holding cost. 
Accordingly, large share of Scania’s inventory buffers are shifted to its suppliers, and itself 
serves as a customer order point with “assembly to order” strategy (Interview 1: Vice-President 
in Business Development, Company B). The reason why it is called assembly to order is because 
Scania’s modular system makes it possible to produce a truck from standardized compo-
nents. Apparently, all these production arrangements  effects the way how suppliers are re-
ceive orders and how they forecast them. As Jannesson et al. (2014) point out, “For Scania 
to deliver on time, its suppliers must be reliable. They are obligated to supply on time and 
therefore often have buffers.”  

4.1.2  MAN SE 
 

Company Overview 
The MAN Group (Maschinenfabrik Augsburg-Nürnberg) roots can be dated back 

to 1758 in Oberhausen, Germany as the first heavy-industry company in the region. 
Nowadays, MAN Group focuses on transportation and energy sector as being one of the 
biggest commercial vehicle manufacturer in Europe with strong international presence. It is 
present in approximately 150 countries in all 5 continents (MAN Annual Report, 2015). 
The MAN Group also has production facilities in several countries such as; 4 plants in 
Germany, Poland, Austria, Turkey, South Africa, Brazil, Mexico, and others MAN 
(Corporate Website,2015). The Group is divided into two different divisions. The first one 
is the “Commercial Vehicles” division that consists of MAN Truck & Bus and MAN Latin 
America. Busses, travel busses and engines are also produced here. The second division is 
the “Power Engineering” that consists of MAN Diesel & Turbo and Renk, making MAN 
one of the major players on the international market when it comes to development and 
production of large diesel engines, turbo compressors, industrial turbines, and chemical 
reactor systems (Contract Report, 2014). The majority of the revenues come from the sales 
of heavy trucks and the after sales of services and parts (MAN Annual Report, 2011). 
MAN Group had experienced many merge & acquisitions, strategic alliances, and joint 
venture in the past, the most recent being the purchase of the firm by the VW Group. 
Another important factor that needs to be mentioned is that the Volkswagen Group (VW 
Group) since 2011 is the major shareholder of the group holding the majority of the voting 
rights of the company (Corporate Website, 2015). 
 
MAN Business Strategy 
 
Internationalization 
 
Likewise to Scania, MAN had quite effective business strategy, mainly in terms of 
internationalization.  The industrial transformation of MAN continued with Hakan 
Samuelsson, who has served as a CEO at MAN till 2009 (Nachemson-Ekwall, 2012). Main 
goal for MAN was to sell off large subsidiaries in order to make more efficient the business 
group. Nachemson-Ekwall (2012) illustrates that MAN also expanded eastwards into India, 
China and Russia and in December 2008 it acquired from VW the Brazilian truck and bus 
operations. It appears that, after this transaction MAN became one of the world’s third 
largest commercial vehicle producer behind Volvo and Daimler-Chrysler (IHS 
Automotive). 

http://en.wikipedia.org/wiki/Augsburg
http://en.wikipedia.org/wiki/Nuremberg
http://en.wikipedia.org/wiki/Oberhausen
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Emphasize on Cost Efficiency and Productivity 
 
External factors of economic turbulance for the commercial vehicle industry are forcing 
the MAN to focus on reducing costs and increasing productivity across different 
departments (Contract Report, 2011). This influence can be seen on the MAN Group 
growth police that are committed with profitable international growth, reducing the risks of 
individual markets or regional economic fluctuations. The MAN focus on transport and 
energy gives an advantage to the company to enter emergent markets since these two areas 
are extremely important for the development of those countries, creating a favorable 
scenario for a sustainable growth and value creation (MAN Annual Report, 2011). It is a 
common and successful practice in the MAN Group to acquire, merge, or join strategic 
alliances to enter new markets or to gain technological leadership (MAN Annual Report, 
2012) A good example of it is that MAN Group tried to acquire Scania in 2006 without 
success (Exane BNP Paribas, 2011) and how they entered in the Latin American market. It 
helps the company to reduce risks and costs in entering non-explored locations and the 
research & development department (MAN Corporate Website, 2015). 
 
Focus on Complete Line of Trucks  
 

The MAN Group offers a complete line of truck from light to heavy truck with the 
intent to attend all the needs of its customers (MAN Corporate Website,2015) The division 
offer trucks from 7.5 to 44 tons for all users and special vehicles up to 250 tons in pulling 
weight (IHS Automotive). This approach is different than Scania that focus only on heavy 
truck products (Nilsson, 1997). Another difference of MAN compared to Scania, that it 
purchases most truck components form outside rather than producing them inside 
(Interview 1: Vice President in Business Business Development, Company B). In fact it buys gear-
boxes from its suppliers, while Scania produce them internally.   MAN Latin America also 
uses a modular production system in its factory in Brazil (MAN Annual Report, 2011). 

4.1.3 Merger Deal and Transaction Motives  
By the beginning of 1980s consolidation wave took over the global vehicle industry, 

and by the turn of new century the number of players reduced from 25 to six or seven 
(Nachemson-Ekwall, 2012).. One of the prominent examples of big consolidation took 
place in 1998 when the biggest German vehicle manufacturer Daimler, with its Mercedes 
brand, merged with American giant Chrysler in order to create a global presence and 
dominance in commercial vehicle industry (Jannesson et al., 2014). Another example con-
solidation in vehicle industry is when Volvo merged with a vehicle division of French state-
controlled Renault, including its US-based truck, MACK truck (Nachemson-Ekwall, 2012). 
Unlike other vehicle producers, the “Swedish heavy-vehicle producer Scania with its CEO 
Leif Östling remained an independent niche player, preferring to rely on alliances to gain 
economies of scale in production” (Jannesson et al., 2014). But this strategy of Scania 
proved to be effective as it managed to maintain high profitability compared to its peer 
group.  However, changing ownership stakes at Scania greatly influenced the way how the 
corporate strategy formulated at the company. Previous “go it alone strategy” and organic 
growth initiatives seemed to be undermined by the external owners.  

After VW acquired Scania and increased its stakes at MAN,  it has decided to 
merge two leading commercial vehicle manufacturers. Now, there were three players in the 
merger case between Scania and MAN where VW was a mediator of the deal. With the role 
of mediator, due to ownership status, in the autumn of 2009 VW started  working on plans 
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to create an integrated car and truck empire. Besides owning ten passenger car brands now 
it had controlling ownership in two of the world’s leading truck brands. On 24 November 
2009 was a turning point in merger talk, Hakan Samuelsson re-signed after nine years at 
MAN (Nachemson-Ekwall, 2012). When the initiator of the merger deal and powerful 
figure at the head of management team has been out of the game , there were new 
opportunities for the chairman of VW to twist the deal in the best interest of the Group. 
“Within a period of one week MAN’s CEO, CFO and the head of the vehicle division 
were all dismissed “(Nachemson-Ekwall, 2012).  After this occasion VW has stepped in 
and put its own people on the supervisory and management board of MAN. Later it also 
had its own people on Scania’s Supervisory board, and with five people out of seven 
maximum VW had decision power influence on Scania’s corporate strategy (IHS 
Automotive). By the time, VW Group also announced about its plans to form a specific 
vehicle division consisting of VW’s shareholdings in MAN and Scania. Apparently, this 
move was characterized as a three-party merger (Jannesson et al., 2014). 

In early July, 2010 Volkswagen Group announced the final establishment of the 
plan to form a new “Group Trucks” within VW ( IHS Automotive). As Nachemson-
Ekwall (2012) mentions, “In late July 2010 Scania and MAN also announced plans to start 
a study on the potential for collaboration on component supply and pre-development.” 
Apparently, these attempts would serve as grounding for subsequent merger deal. Accord-
ing to the Independent Business News (2011) a merger between MAN and Scania is ex-
pected to produce cost savings of about €200m annually. It means that main motive is to 
achieve cost efficiency. VW also informs that one of the primary motives of the merger is 
to build a combined group that will be able to compete with the two giants 
of the European industry, Daimler and Volvo. The Wall Street Journal (2010) identifies 
that the cost savings will be achieved through MAN and Scania cooperation in areas 
such as purchasing and components sharing. Report from HIS Automotive also argues that 
there is a potential synergy between MAN and Scania in areas like production and R&D. 
Moreover, as the previous discussions among the merging parties confirmed, 
by closer cooperation between MAN, Scania andVolkswagen the combined group of tuck 
division can achieve substantial synergies in the fields of development, procurement, and 
production.  The result of the report is confirmed by one of the interviewees at case com-
pany who says, “We foresee a synergy in certain aspects like economies of scale, cost reduction, shared 
development.” The motive of achieving synergies as a result of close cooperation is also men-
tioned by CEO of Volkswagen in one of the Interviews he gave:  

“The commercial vehicle business is a very attractive strategic business field for us. Our goal is to 
take the commercial vehicles holding to the top of our industry in terms of profitability, technologies 
and,above all, customer satisfaction. We, therefore, now want to pave the way for a closer coopera-
tion between MAN ,Scania and Volkswagen and thereby lay the foundations for generating syn-
ergies for the benefit of all shareholders” said Prof. Dr. Martin Winterkorn, CEO of 
Volkswagen AG. 

According to (Schäfer,2011), Financial Times Reporter in Frankfurt : “ A merger of the 
two truck makers, which have had acrimonious relations since a failed hostile take-over at-
tempt by MAN four years ago, would allow them to save costs by combining areas such as 
purchasing, components, and hybrid technology.” According to Head of Sales at  Company 
A, the merger between MAN and Scania will result in following integration areas:  

The merger integration will be most likely within the purchasing side and also on the development 
side. In terms of purchasing they will try to go for certain supplier base and ask for the price for the 
greater volume, and expect price reduction or productivity improvement as a result of greater volume 
ordered. On the development side, there will be pure synergies in development of engine platform, 
gear box platform, or axel platform.  
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It is clear that there is a potential synergy as a result of this merger, and motives behind 
merger are : firstly, to achieve marker power as a result of combined vehicle division within 
Volkswagen Group, and secondly, to cut costs as a result of cooperation in purchasing, 
component sharing, and development. 
 Despite continues efforts to bring MAN and Scania together, there is still no defi-
nite merger deal. According to Nachemson-Ekwall (2012) there are some principal obsta-
cles hindering the merger. For instance, one of the main reasons making the synergy less 
likely between two parties is MAN’s conglomerate-like structure that it creates difficulty for 
Scania to establish direct ties with MAN’s vehicle division. Other issue is the complex 
German employment laws limiting the potential for reconstruction and cost cutting 
(Nachemson-Ekwall, 2012).  All these issues created a doubt in vehicle industry that the 
merger has hit trouble and was being abandoned. However, as IHS Automotive report 
points out that Volkswagen (VW) Group has denied such rumours by saying that plans 
about merger stays unchanged. Confirmation about ongoing cooperation talks was made 
both by Scania and MAN officials saying that “We have had working groups with VW 
since last year looking into possible areas of cooperation... These talks are on their way and 
they are going on in a constructive and positive way” (IHS Automotive, 2012). Forecast 
report presented by IHS Automotive also indicates that the regardless of slower merger 
process “... the eventual benefits of closer cooperation between MAN and Scania are 
undeniable, especially in a segment in which the main purchasing decision is determined by 
life-time running costs.” Evidently, as long as two companies can produce cost-efficient 
trucks, it should not a big difference for operators of MAN and Scania if companies 
cooperate in sharing powertrains and major component sets (IHS Automotive).  

4.2 Fingdings 2: Effected Suppliers 

4.2.1 Company A 

 Company A is one of the global Swedish automotive suppliers, which manufactures 
and distributes components for commercial vehicle industry. Company operates globally in 
terms of R&D, production, sales and technical service. The company supplies its products 
to wide-range  of customers including manufacturers of heavy trucks, buses and trailers, 
and axle manufacturers. Main customers among commercial vehicle manufacturers are: 
Volvo, Ivecco, MAN, DAF, Scania, Daimler, and Renault (Interview 2: Head of Sales). It is 
considered to be premium suppplier for Scania, and at the same time Scania is a strategic 
customer for the Company A. By providing innovative solutions and premium products to 
leading OEM’s it aims to become a preferred supplier in certain areas.   Through delivery 
of premium products of higher quality and longer life span, the Company A focuses on 
maximizing the customer value in terms of total cost of ownership (Interview 3: Account 
Manager).  
 Company has a market leadership for key vehicle components, a strong aftermarket 
position, and international presence in emerging markets. The aftermarket is an important 
part of company’s business and it account for almost half of the annual sales. Obviously, 
there are number of other part of vehicles where Company A is not active, which means it 
has expertise in certain areas and tries to position itself accordingly. In fact, company 
operates as a niche supplier to truck segment; with a number of selected products it tries to 
focus on development of innovative solutions that bring higher value to the 
customer(Interview 3: Account Manager). And, one of the main competitive advantages of 
Company A is its ability to adapt products to different regional requirements. In fact, in 
European market, OEMs request for technically advanced solutions supporting the 
optimized lifetime cost and usage of the vehicle, while in emerging markets there is an 
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increasing demand for low initial purchase cost and ease of maintenance (Interview 2 : Head 
of Sales). 
 One of the core strategies of the firm is being able to satisfy customer needs and 
requirements at best and innovative way possible. For that it has close relationship with 
customers mainly in industrializing innovations and bringing them to market (Interview 2: 
Head of Sales). Accordingly, the company develops ideas in partnership with customers from 
the concept stage to actual production launch. Apparently, it ensures that new products 
and solutions meet specific customer demands and market environments.   

4.2.2 Company B  

 The company B is a Swedish contract manufacturer of mechanical components 
with more than 20 years of experience in the automotive industry. It is a privately owned 
business, with global operation. The automotive industry is the main business area of 
operations; however, the company also develops and manufactures products for other 
industries. Besides that  it has quality consultancy business which helps other companies 
within the industry to improve their environmental, quality and management systems. The 
company is well known for its ability to manufacture high quality products more efficiently 
than the OEMs can do themselves.  
 During the last two decades the company B experienced external factors / crisis 
that created the foundations of the business model present today in the firm. During early 
90s a recession forced many OEMs, in this case especially Volvo Group, to massively 
reduce the purchase from the suppliers and temporarily stop buying products from 
Company B. At that time it was a tremendous crisis since the company B was too exposed 
to Volvo Group in terms turnover, nearly 80 % of sales were derived from Volvo.  At the 
same time the company B had made investments to expand production capacity, putting 
the company in a delicate financial situation.  
 After the Volvo crisis Company B faced new restructuring to become a one-step 
partner for their customers. In following few years international expansions took place, in 
most cases by following their customers abroad. The company grew more than 15 times in 
size and became a leading player in the contract manufacture of mechanical parts for the 
Swedish and European automotive industry by the second half of 2000s. By having a 
bigger size and enhanced managerial skills of the organization, the company B was able to 
follow their customers wherever they are; and, today it has factories in Sweden, Latvia, 
Brazil, India, China, and Germany. 
 During the late 2000s, company continued to grow mainly in compliance with the 
targets established previously, which were mainly about diversification of customer base 
and expansion of production capacity through new acquisitions. In fact, it acquired 
production site from Scania, and thereby making Scania its one of the biggest customers 
with 20% share in turnover. Increased production capacity as a result of takeover made the 
company more influential in the industry with the chance of offering better prices to their 
customers. Thus company was able to enlarge its customer list having Scania, Volvo, 
Meritor, Mack, Renault Trucks, and Dana as main customers. Apparently, it has achieved 
power-balance with customers at least in Swedish market, and became one of the 
important market players in certain segment of vehicle component manufacturing.   

However, the economic crisis in 2008 iterally hit hard the automotive industry 
dropping the orders of OEMs to unbelievably low levels.  It directly impacted the 
automotive suppliers that saw large cash flow decreases and almost paralysed production all 
over the chain. The situation was addressed with the highest concern since more than 70% 
of the turnover of the company came from the heavy truck industry. The top management 
saw the need to take measures to ensure the survival on the short-term without forgetting 
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the long-term strategy. When the market started to recovery new opportunities started to 
emerge since many of the competitors had problems delivering their orders on time.  

4.3 Merger Effects  

The market unceratinty, the OEMs outsourcing components to emerging markets, 
and the trend of consolidation of OEMs forced the Swedish automotive suppliers to their 
limits,and high quality products at low costs are expected, making flexibility and quickness 
the current tendencies in the industry (Interview 5: Automotive Expert at FKG). Even though 
the merger case between Scania and MAN has not resulted in drastic changes, it is still 
possible to discern some signs of possible effects. Mainly based on general industry trends 
and from specific company cases which have business relations with one or both of the 
merging parties, we can see that there are some probable impacts on sourcing strategy, 
buyer-supplier relationships, and competition among players in vehicle component supply 
industry. Also, even in most of the time it is implicit, we can see what companies undertake 
as a strategic action in order to mitigate the effects of mergers among customers or similar 
changes within the industry.  

4.3.1 Sourcing Strategy Change 

It is believed that merged companies will most likely use their basic sourcing strategy, like 
choosing premium supplier for premium brands, and source other less strategic 
components from non-strategic suppliers. In connection with long-term sourcing contracts 
OEMs try to purchase components from multiple sources. Account Manager at Company 
A describes this combination as a game, which has been for years, and this is not absolutely 
linked to Scania or MAN, it is something which is present in the whole industry. The 
reason, why this strategy exists is that customers try to achieve leverage with their supplier 
and of course avoid supply shortages. If one supplier has stopped its production, being 
able to source from other supplier puts customer in less risk and supply uncertainty. But, 
the industry trends like globalization, outsourcing, and shorter product life-cycle in 
combination with merger motive of achieving economies of  scale and cost efficiency, 
makes it more likely that merging parties will look for benefits from reducing the supply 
base (Interview 2: Head of Sales). Account Manager at Company A describes the sourcing 
situation in this way: “One thing which is not of strategic importance, but will be quite visible for us as a 
supplier, is that merging parties may come with one quotation for both brands when it comes to sourcing 
from suppliers.” He further explains that  as any OEM in automotive industry they are looking at 
volumes for their profitability. From that angle the greater volume brings more 
opportunities with fewer resources. And, merger can bring increasing orders in the future, 
like customers asking for some quotes for certain volumes.  

Likewise, Account Manager at Company B points out that Volkswagen Group will 
try to reduce costs by combining specific departments of the two companies. And one of 
the main areas that are expected to merge is the purchasing department. After the 
combined purchasing at MAN and Scania it is believed that Swedish suppliers will have 
difficulties in getting new orders from the merged company. It is expected that some of the 
components that Scania purchases from Swedish supplier would be purchased from a 
Germany. According to the Business Development at Company B, the reason why the 
sourcing policy at merged company will look like this, it is because it will be difficult for 
MAN to instantly reduce the production of some parts that it does in-house. Reducing 
production entails laying-off some employees which is very hard to do due to strong 
German unions which would not support their members to lose their jobs due to this 
merger. Moreover, Account Manager at Company B, points out that , ”Before the merger there 
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was a trend of double sourcing but now Scania thinking about single source due to higher volumes that 
promises lower price.”   

4.3.2 Buyer-Supplier Relationships 

Interaction  
 
The changes in sourcing strategy used by OEMs in automotive industry has close link with 
their supplier relationships. In case of Company A, they still have the same kind of 
relationship with Scania and also with MAN; they cannot say there have been major 
changes in the way they see the relationship More specifically the relationship with them 
can be described in this way: 

We definitely have relationship-oriented kind of partnership with our customers. Of course we 
deliver a product, but we deliver something more. And, for that we need to have a close relationship 
with our customers so that we fully understand their needs and demands, and be able to adapt to 
changing requirements and try to turn them into something tangible in terms of products and 
services. Without such relationship we would be blind-folded about what to do in the future (Head 
of Sales, Company A). 

However, when there are development projects they do share knowledge between each 
other. Also, depending on how business case looks like they do share some investments. 
According to Head of Sales, this type of close relationship spreads to all customer base of 
the firm; however, the degree of the collaboration differs when it comes to strategic and 
less strategic customers. In the truck segment there are several big OEMs which are 
obviously considered as strategic partners.  The sort of relationship with strategic 
customers can be described as a never ending discussion, even though company does not 
speak to them every day. But company do have regular contacts and discussions of 
problems if that is a case. Discussing new opportunities is a base of communication 
between them and their customers, which also helps to maintain tight relationships.  

It appears that the strategic nature of product supplied determines the quality of 
relationship between buyer and supplier; more strategic the product, closer the cooperation 
between them. This balance also spreads to contractual terms in product sourcing. For 
instance, Head of Sales at Company A, illustrates this link in this way, “Supplying any OEM 
with strategic components like we manufacture is long term decision. It means that we normally have long-
term contracts with our customers. And, that lies in the interests of both parties.” As it was further 
clarified by the interviewee the interest of both parties means lowering the risk for both 
sides and that can be achieved through long-term contracts. It is because long-term 
contract provides supply certainty for the buyer, and ensures supplier that orders will be 
continues so that they can plan their production for longer time.  

In fact, Volkswagen Group, MAN, and Scania have different perspective on 
supplier selection. As Account Manager at Company B explains, “If before Scania was looking 
at supplier in terms of quality position, delivery position, and then cost position, now things are different and 
merging parties are much concerned about cost efficiency at first place.” In case of Company B, this 
effect was quite influential when it comes to their interaction with Scania. Before the 
merger they had weekly interactions, and their relationships were based on personal 
contacts. Now, things have completely changed as Volkswagen Group wants to see 
different people at purchasing department at Scania; now there are people who are much 
concerned about cost efficiency in sourcing products and less about personal contacts. 
Unlike ot Company A, effects of merger on contarct negotiations looks different at 
Company B. To illustrate, all contracts are negotiable even during the contract period” (Interview 4: 
Account Manager).  
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Power-Relationship 
 
Among number of OEMs Company A is regarded as a premium supplier and strategic 
partner. Currently, in the face of new merger case in global vehicle industry Company A is 
an important supplier to both parties of the merger; it supplies with vehicle components 
both for Scania and MAN. Even though the share of Scania in total turnover of the 
company is low, it is perceived as very much strategic customer. The reason why it is like 
this was highlighted by Interviewee 1: 

Scania in any ways is regarded as a premium brand. Scania is the only truck manufacturer who 
through the years has been able to show black figures constantly. Of course they have some strategic 
parts being manufactured in-house, but in general as a premium manufacturer it is seen as a 
benchmark for all the suppliers within the industry, even some of them do not recognize it officially 
at least. Therefore, for us and for many of our colleagues in supplier base the Scania is very much a 
strategic customer. If we are able to sell our products to Scania, it is seen by other potential 
customers, which is a good thing to us.   
It is obvious that any customer would like to have a close relationship with its 

strategic supplier. And, interviewees from both case companies have underlined that this 
type of practice in power-relationship will not change significantly as a result of this 
merger. ”Whether the supplier is strategic or not it very much depends mainly on the product they supply; 
accordingly, OEMs have strategic suppliers, less strategic suppliers, and commodity suppliers ”(Interview 
1: Business Development Manager, Company B). And, products supplier by Company B to 
Scania, are strategic and considered as important component for the vehicle assembly.  
From this it can be interpreted that customers put higher importance on relationship with 
strategic supplier and the reason for that provided by the Head of Sales at Company A, 
who says that,”with strategic suppliers whoever they are, you will have much higher switching costs 
compared to commodity suppliers. And, it should be noted that some suppliers in Sweden are 
commodity suppliers to Scania, and some are strategic.  Furthermore, quality of post-
merger power relationship depends on whether supplier was supplier or not to both parties 
of merger. As Head of Sales explains, the case of Company A proves that being a supplier 
to both sides of the merger was is an advantage: 

Specifically since our company is a global supplier we are supplying both Scania and MAN. This 
puts us in a better position compared to other Swedish Suppliers. Most Swedish suppliers are 
working with Scania, but they do not have business with MAN. Even we do not see major 
changes in market condition as a result of this merger; we can say that we are capable to respond to 
changes like that.  We are already in depth discussion with those parties, and we can say we are 
already adapted.  

In contrast, Company B was for quite long time has been one of the important suppliers 
for Scania, and did not had any business relationship with MAN. It recently, started 
supplying MAN with vehicle components, and as Business Development Manager at 
Company B notes, it was deliberate action in the face of merger deal and strategic plan to 
grow in German market. 

Another important factor in power-relationship, according to Interviewees from 
both case companies, was the share of individual customer in the total turnover of the 
supplying firm. Higher the share of the buyer in turnover,  more dependent the supplier on 
buyer.  In company A, the top ten customers of the company accounts for about 35 % of 
the turnover and the biggest customer have 8-9% of total sales. While in Company B this 
number significantly different; its biggest customer has around 50% share, which is Scania, 
and 70 % of the turnover comes from supplying to truck segment. Furthermore, supplier 
dependency means also power-imbalance during negotiations, and buyer can put higher 



Empirical Findings 

 
40 

pressure on price reduction on products. Today, for instance, according to Account 
Manager at Company B , Volkswagen Group is 100% determined to drive down the cost as 
the merger proceeds, and it is no surprise that at Scania the lowest bid wins the order. 
Evidently, the probability that supplier will be switched is so high; it depends on products, 
but  only 1% or 2% as an extra cost on the price, then merged entity can accept to stay at 
the old one instead of switching. Even though Scania as a customer has around 1% share 
in total turnover of Company A, the products sourced by Scania are strategic for vehicle 
manufacturing. Head of Sales at Company A further explains the strategic importance of 
their products for Scania as follows:  

OEMs choose supplier for products that we supply not only based on price but also based on 
reliability, quality, and performance. And, also it is an item, when you have made a decision; you 
will use that supplier for a long time ahead.  From that point of view our components is of strategic 
importance, and OEMs do not switch their suppliers for that item quite often. 

Again there are competitions, and Company A is not in the monopoly in supplying those 
components. As Account Manager points out it is always tricky to say that if the product is 
strategic or not, but one thing can be generally noted down is that components they supply 
are crucial items, and OEMs do not choose them every year.  
 
Collaboration 
 

Another effect of merger comes to development related issues. As one of the 
motives of the merger is to achieve synergies in product development, mainly in having 
common platforms, there is an expected change in the way how Scania will cooperate with 
its suppliers in development related projects. In case of Company A, there is an anticipated 
product standardization to some extent; they believe that merged companies will require 
more and more standardized components in order to make the assembly process easier and 
cost efficient.  But, there will be also some positive effects as suppliers will not have to talk 
to two product development team, running two projects in parallel for the same kind of 
product. In the same way at Company B, there is a higher chance to collaborate more with 
both parties of the merger, after they became a supplier of same vehicle components to 
MAN. Account Manager at Company B, describes the current of collaboration as follows: 

A lot of drawing exchange and product development are made during the years. We want to be a 
Tier 1,5 supplier and heavily involved in these kind of discussions. Trying to follow constant 
meetings such as weekly pulse meeting and always trying to visit Scania in Södertälje, even if it’s 
for an half an hour meeting.  

And, that will not be a case when they deal with only one customer after merger. However, 
being able to work with merged company also depends how competition will unfold and 
how Swedish suppliers can be competitive enough in order to capitalize on opportunities 
and mitigate the challenges both in Swedish and German market.  

Despite the fact that Scania is known to be a benchmark and flagman for quality 
recognition and brand management for number of its suppliers, Company A as a supplier, 
currently, is not closely integrated with Scania in terms of development and quality control. 
In fact, as it was mentioned by Interviewee 2, as buyer and supplier they do not share 
quality control systems; instead, as part of automotive industry they are very much linked to 
Automotive Standards for Quality like ISO/TS 16949 partly coming from QS9000. 
Regarding this quality control system Head of Sales at Company A says, “Every supplier 
should fulfil that requirement, and that is the quality control system that we all share. From that angle we 
do share some sort of quality control system. Scania has also some quality demands that we are as a 
supplier try to comply with.”  
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 The level of collaboration and intensity of it also depends on the modification level 
of products supplied. The level of modification and some external requirements for 
product changes in the Company A and in the industry as whole described by Account 
Manager as follows:  

Modifications required are very seldom. Our product does not change that often, and that is why 
we also have long-term contracts. Technical solutions that are available today are somehow close to 
technical solutions ten years ago. Of course, there some minor adjustments like electrification of 
parts, but more or less the same technology is used.  However, some legislative enforcement 
does impact the level of modification. For instance, recent Euro 6 requirements (CO2 emission 
control) drive the technological modifications and product changes in order to fit the standards. 
Nonetheless, this requirement relates much to engine part of the vehicle and is less applicable to 
other components. 

In contrary, perhaps, due to the nature of products manufactured, the level of modification 
is frequent in Case of Company B. Account Manager at the company elaborates in the this 
way , ”If talk about drawing changes then we maybe have 40% of all articles that change during one year.” 
Accordingly, the reason why degree of collaboration with Scania is higher in case of 
Company B compared to Company A, is the level  of product modification.  

4.3.3 Strategic Response Mechanisms 

 
Business reengineering 
 
As a result of the cross-border merger there are potential changes in market environment, 
mainly in competition among vehicle component suppliers for Scania and MAN. In areas 
where Company A position itself as a premium supplier the competition is rather strong; 
there are few main competetitors in certain product areas. Interviewee 1 explains the 
competition in the industry as follows:   

Competition is strong; we have principally the same kind of products and services on offer. But we 
try to differentiate ourselves in certain way. Our main competitive advantage is for some types of 
products we have a global presence through our all facilities around the world. We also use different 
kinds of design solutions which might better fit for certain applications. In all essence, we are 
supplying the same kinds of products, but within different areas we try to differentiate ourselves. 
 But, if we elaborate a little bit, then we can say that the post- merger competitive 

environment brings some opportunities and challenges. In fact, Head of Sales at Company 
A thinks that there is a good opportunity for some suppliers of one party to be equally 
attractive to other party of the merger. This means there will be increased volumes in 
orders, which is of course can be challenge to decide whether to expand the business, and 
what will be the cost of expansion. But, in case of Company A they are currently supplying 
both to MAN and Scania, and do not expect much change in volume due to the merger. 
According to Account Manager, Company A is neither dependent to Scania or MAN, 
when it comes to their share in total turnover, but he also stresses the point that: 

It is quite important to have some sort of competiveness, like being able to supply not only with 
innovative products but also with services to our customers. Being a Swedish supplier is quite 
important to have high-tech solutions and resources to satisfy customers (Volkswagen) demand, in 
order to be able to compete with other suppliers in the group. And, this issue is very much concern 
for all Swedish suppliers when it comes to be equally attractive to both Scania and MAN.  

Obviously, being competitive is very much dependent on which product types each 
supplier delivers. It has been mentioned during interviewees that German companies or 
suppliers are very good at networking; they have very strong organization of interest. They 
also have really strong technology edge, very skilled in electronic development for instance. 
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Moreover, they have expertise in complex mechanical devices. And, this is also implication 
coming from the point that truck and bus supplies in Europe will not be less complex 
going forward. In order to compete in this arena, suppliers need to have very specific kind 
of product, or very specific kind of process which brings really good value to customers 
(Interview 5: Automotive Expert at FKG).   
 At Company B, business reengineering has roots from the time when early crisis in 
1990s and later in 2008-2009 considerably reduced the company sales and increased costs. 
The top management quickly spotted the vulnerability of the company and decided to 
restructure the organization to avoid the same situation to repeat itself. The four main 
lessons learned in this period that are still carried today are: (1) decrease exposure to single 
customers, (2) expand operations to achieve economy of scale by focusing in the company 
main products, (3) focus on quality and IT solutions, (4) backwards supplier integration. 
Likewise, Company uses the practice of JIT purchasing and lean production in order to 
streamline the operation and achieve cost efficiency. 

What is important for Swedish suppliers is to understand how the game plan has 
changed, that will help them to better compete not only with each other but also with 
potential German suppliers (Interview 5: Automotive Expert at FKG).  Finally, 
Volkswagen wants to achieve synergy and cost efficiency as a result of the merger. And, as 
Head of Sales at Company A elaborates, if a Swedish supplier can be competitive and cost-
efficient, there is no reason why Swedish supplier cannot be a supplier to a bigger 
company. One thing linked to that, probably, is that ”...current supply base of Scania is diverse, 
meaning that they are using today number of smaller suppliers, then these smaller suppliers can have a 
problem to compete in terms of a bigger scale” ( Interview 5: Automotive Expert at FKG). They 
need to invest heavily in order to accommodate greater volume, which is an issue which 
can take some time. But the major implication for the Swedish supplier would be the 
competition with the current supplier of MAN, and they will be compared towards each 
other. 
 
Business restructuring 

At the same time when the Volkswagen Group initiated the merger deal, Company 
B intensified the process of internationalization in terms production. For instance, it 
decided to open a factory in South America. As Account Manager explains that, “this 
expansion was a perfect way of following Scania in Southern American market and also a good opportunity 
to reduce the export and transportation costs.”  Furthermore, in the fear that the merger between 
Scania and MAN can put in jeopardy the relationship with Scania, company B decided to 
focus its expansion on the German market by acquiring a German supplier. The idea was 
to become supplier for MAN before the merger takes place, in this way reducing risks of 
losing important contract with Scania and winning a new customer at the same time. 
According to Business Development Manager, the acquisition was done in order to grow 
the business in continental Europe, mainly in German market. He further mentions that 
beeing physically present closer to OEMs in Germany, increases the opportunity to do 
business with them, and thereby promises growth both in German in global markets where 
German automotive companies operate.  In addition, recently Company B started 
supplying products to MAN.  

Likwise, when the merger deal was on negotiation level, Company A acquired  two 
automotive supplier companies in Latin America and Asia, which were well-known for 
being highly innovative in terms of technological developments and had complementary 
competencies with the Company A. These acqusition deals enabled the company to 
improve the quality of its productss with regards to fuel efficiency and environmental 
friendliness. Moreover, Company A, has strenthened its presence in Asian market and 
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achieved cost efficiency throug synergies in production, purchasing and R&D. However, 
according to interviews conducted at Company A, currently, there are no specific business 
restructuring activities undertaken as response to merger deal between Scania and MAN. 
And, it is due to the fact that the Company A was a supplier to both parties before the 
merger, and already had strong market position as a premium supplier.  

In addition, In case of Company A the business is pretty much divided into 
segments having supply of vehicle components as core and aftermarket as diversification. 
Almost halve of the revenue comes from aftermarket business. Company is very successful 
in this area of business, and as the aftermarket generally is more stable over business cycles 
than OEM production of trucks and trailers, strong position of the firm in this segment is 
very important during the crisis times and when the cost pressure put by OEMs makes the 
core of the business less profitable. Company B also pretty much has segmented business, 
having consultancy business in parallel to supplying automotive industry. During the crisis 
times in 2008-2009, when both Volvo Trucks and Scania considerably reduced their orders, 
the consultancy business compensated for lower production levels.  
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5 Analysis 
This chapter aims to actualise the purpose and answer the research questions through the combination of 
theoretical and empirical findings. The idea is to explore and find post- merger changes in relationship 
between the Swedish automotive suppliers and the merged entity. The sections on this analysis will be divided 
into three relating to our research questions. The first section will be the merger motives and how they will 
impact the sourcing strategy of the Scania and MAN. The second section refers to how the new sourcing 
strategy will change the relationship between the suppliers and the merged companies. And the final section 
will deal with the strategic response mechanisms used by the suppliers in order to sustain their market 
position in the face of the merger challenges.   

5.1 Merger Impact on Sourcing Strategy 
One of the primary goals of this research is to identify the effects of merger on sourcing 
strategy. To do so, it is necessary to have an understanding what are the underlying motives 
behind the merger and what merging parties are trying to accomplish. In this section we 
present the most important motives which were gathered from both primary and 
secondary data; and, in connection with the theory we analyse the possible relation of 
merger motives to sourcing strategy change. As a result of this analysis we categorize the 
motives of the merger along two dimensions: achieving synerger and gaining market power. 

5.1.1 Achieving Synergy 
Based on the report presented by Volkswagen Group, the ongoing merger case 

between Scania and MAN promises to lead synergistic effect that will result in 200 million 
Euro cost savings annually. Evidence about this motive can be found in efficiency theory 
presented in the literature provided by Geiger (2010), where it is mentioned that companies 
merge in order to achieve financial synergy (through decreasing costs) and operational 
synergy (through sharing knowledge and combining operations). Achieving synergy 
assumes economies of scale and scope in production, and also maximization of financial 
resource utilization. Accordingly, in line with what efficiency theory argues, it was found 
out that the merger between Scania and MAN will bring synergy in joint sourcing strategy, 
which in the light of market condition and trends is subject to change from what 
companies used to have before the merger. Figure 5-1. summarizes the results of the 
analysis.  

 
Financial Synergy 
 

Merger promises to bring financial synergies as a result of reduction in purchasing, 
administrative, and development costs. Based on empirical findings it was determined that 
cost pressure or the need to improve the total cost of purchasing was considered as one of 
the main reasons for changing sourcing strategies. The components of costs in purchasing 
include the present ordering cost, cost of a part, cost of the same part from offshore 
source, holding cost, under stock cost, and costs of managing the long supply chain 
transactions (Luzzini et al., 2012 and Chu ,2004). And, as Seetheraman et al. (2007) 
indicates the execution of effective purchasing strategy will lead to effective ways of cutting 
costs and achieving operational efficiency. As a result of the ongoing merger between 
Scania and MAN, Volkswagen Group puts cost efficiency as a primary goal. And according 
to empirical findings it will be achieved by sourcing from most cost efficient suppliers who 
can propose the lowest price for their manufactured components. Purchasing scenario of 
combined company will quote for larger volume at lowest price. Also, all administrative 
costs relating to placing order and contract negotiations are planned to be reduced to 
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lowest possible levels. In addition cost reduction can be achieved through outsourcing. 
Von Corswant & Fredriksson (2002) argue that as a result of outsourcing car 
manufacturers are able to concentrate the sourcing costs by buying already assembled 
components rather than individual parts. Apparently, changing cost levels requires changes 
in sourcing strategy, and in this case most possible scenario is to try to reduce the supplier 
base and source from single source. Faes & Matthyssens (2009) argues firms often prefer 
single-sourcing over multiple sourcing due to imminent cutting of costs, which is a prefer-
ence of Volkswagen Group as well. Because, due to the large volume of ordered goods 
from single source merged entity is able to negotiate better purchasing price (Ellram & 
Billington, 2001; Brierly, 2001). Single sourcing also reduces the unnecessary administrative 
costs related to order management and contract enforcement; it happens due to the 
reduction of number of suppliers (Wagner & Friedl, 2007; Brierly, 2001). 
 
Operational Synergy 
 

Accordingly, as a next point in the merger, Scania and MAN aim to see operational 
synergies in areas like component sharing and joint development. And there is a good 
reason that the core of the production in newly merged truck division will be the modular 
system of Scania. Because, modular system enables using components with standardized in-
terfaces in production of a wide variety of tucks and thereby reduces the complexity and 
cost(Brunninge, 2005). They will start using common parts: Gearboxes, Engines, and 
Cabins. According to empirical findings MAN will use the Scania gearboxes from 2017 on 
20 000 Trucks. Everything is open to change and to benefit, once the merging parties will 
be sharing common platforms. In the end it might only be the label on the front 
representing two different brands. Evidence for this already exists in Volkswagen Group 
portfolio, where Audi car is the premium brand, but is produced on the same platform and 
shares same components as VW and Skoda brands. Seemingly, all cars are assembled from 
more or less the same parts but with different year of introduction; likewise, it will be the 
same on the Trucks, one Premium Truck and then the other follows after certain time.  

Operational efficiency will be further enhanced, if merged entity can shorten 
product life-cycle without incurring additional costs (Laabs, 2009). Attempt to shorten the 
product life-cycles is one of the recent trends in the automotive industry. OEMs aim to 
respond quicker to the customers’ demand, and in this way achieve the competitive 
advantage in industry. To do that OEMs are trying to actively outsourcce and involve 
supplier in the product development. In fact, due to shorter product life-cycle, suppliers are 
required to take over the product innovation task and on the other hand, automotive 
producers are also increasingly transferring full product development tasks to suppliers 
(Laabs, 2009). However, transferring product development can be complex and costly. 
Besides cost of product and administrative costs in purchasing, there are some other costs  
that can arise when parts and components of vehicles are sourced from multiple supplier 
bases. Sourcing from several suppliers may put at risk the technical compatibility of parts, 
since there is no way to avoid slight variations of specifications, such as size, material, or 
color (Pfaffman & Stephan, 2001). Accordingly, using system sourcing of supply reduces 
the cost incurred as a result of incompatibility of products. Obviously, having fewer prob-
lems with product compatibility is quite important for merging firms since they want to 
achieve synergy in component sharing, and sourcing from single supplier leads to higher 
operational efficiency. Obviously, in order to better coordinate the development process 
and achieve quality consistency over sourced products, it is essential for OEMs to source 
from single or few reliable and innovative suppliers.  
 



Analysis 

 
46 

5.1.2 Gaining Market Power 
 

One of the main motives of the merger between Scania and MAN is to gain market 
power by becoming the biggest truck manufacturer in Europe. This corresponds to 
monopolistic collusions theory presented by Geiger (2010), which tries to prove that the 
motive behind most mergers is to improve the market position and gain the market power. 
Another good examples of such consolidation is Daimler’s acquisition of Chrysler, 
Renault’s controlling ownership position in Nissan, and merger between Renault and 
Volvo (Hitt et al., 2001). Talking about details, Volkswagen Group wants to build a 
separate truck division by combining Scania and MAN. This consolidation intends to 
create a market leadership in high innovations and improve global presence in emerging 
markets. The results of the analysis are shown in Figure 5-1.  

 
Market Leadership in High Innovations 
 

Primary reason behind this consolidation is to gain market leadership through high 
innovations. Besides changing customer demands and efficiency concerns, there is also en-
vironmental requirements like Euro 6 which force truck industry to be innovative and 
come up with technological solutions to produce more sustainable vehicles in order to stay 
competitive in the industry. In fact, Scania is known to be engineering-driven company 
with innovative solutions and high quality products.The essence of Scania’s competitive 
advantage lies in being specialist in heavy vehicle segment and producing all strategic parts 
in-house, thereby keeping all know-how from being spread out to competitors. In contrast, 
at MAN strategic parts like engine and gearboxes are bought from outside in order to 
minimize production costs. So, as a result of the merger Volkswagen Group wants to use 
unique expertise of the Scania and apply it in the joint truck division. Merger will bring 
together the Research and Development teams from both Scania and MAN, by those 
means combining engineering resources and sharing know-how in product development 
and optimization. Apparently, this will help the merged entity to position itself as a 
company with high innovative edge and thereby help to establish market power over other 
competitors. However, it is most likely that Volkswagen Group will foster cost efficiency 
trying to involve suppliers in product innovation and development.  This assumption is line 
with the trend in automotive industry that is the growing degree of outsourcing (Laabs & 
Schiereck, 2008). Sadler (1999) mention that increasing number of OEMs choose to not 
produce in-house and rather outsource parts of their production facilities to suppliers who 
can manufacture and deliver full systems of components (Cited in Laabs, 2008). In this 
situation, single sourcing would be the best alternative, since it fosters better collaboration 
and flexibility in innovative technology contexts and expertise-oriented settings (Faes & 
Matthyssens, 2009). Automotive companies are therefore increasingly relying on single 
sourcing to safeguard their global competitive position in innovation and new product 
development (Pfaffman and Stephan, 2001). 
 
Global Presence in Emerging Markets 
 

 Secondly, merger promises to provide an access to emerging and growing markets 
where Scania and MAN are not well presented and thereby enhance the competitiveness in 
the indsutry. According to empirical findings, by the year 2020 VW, Scania, MAN need to 
be together to be able to handle the industry challenges and also new competitors that 
comes from China, Russia and India. If we look at the global map of all Truck 
manufacturers then we cannot find Scania or MAN on the top 10, and this is the reason 
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why merger aims to create market leadership.  Von Corswant & Fredriksson (2002) point 
out that despite the decreasing trend of internationalization of production and product 
development by OEMs, there is a still high tendency in globalization in terms sales and 
usage of common automotive platforms. There is an increasing trend in vehicle industry to 
shift output closer to where the trucks are sold. And, today emerging markets in Asia and 
Latin America shows great potential for commercial vehicle sales increase. Apparently, 
following the synergy motive, as Sadler (1999) clarifies globalization trend also requires 
operational efficiency which can be achieved by sourcing from the same supplier on a 
world-wide basis (Cited in Laabs, 2009). The reason behind this sourcing strategy stems 
from the fact that each country has different product specifications and customer 
preferences when it comes to components that OEMs use to manufacture their vehicles.  
To exemplify, compared to American and Asian markets the European markets are open 
to trucks of  similar  size  but  have  a  fundamentally different product and production 
concept (Pfaffman & Stephan, 2001). As Nilsson (1997) points out the American truck 
producers act only as truck assemblers and thereby allow the customers to choose which 
brand of engine, gearbox, etc. to install in the truck. On  the other hand in  the European 
market,“the heavy truck producers have retained  greater  control  of  product  
development and  production  of  the  main  parts  of  the  power train, which  are  
regarded as  the  strategic parts  of the  truck” (Nilsson, 1997). In fact, “ low margins in the 
US market as well as the North American habit of buying engines and gear boxes from 
external producers led to Scania’s retreat a few years after the entry” (Jannesson et al., 
2014).  It means that for European truck manufacturers producing and selling trucks in 
Non-European markets implies giving more responsibility to suppliers in the value system 
by letting them develop and manufacture main parts of the truck. And, it is a need Scania 
and MAN to source products from one or few global suppliers which can develop and 
manufacture components in compliance with different regional requirements. Moreover, 
the source should be from system and module suppliers, as system sourcing enables to 
purchase components for  module platform, and thereby reduces the complexity and cost 
in production of various models of trucks.  
 

 

Figure 5-1. Merger Effects on OEM Sourcing Strategy 
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5.2 Sourcing Strategy Influence on Buyer-Supplier 

Relationship  
Another goal within this research is to determine how sourcing strategy change effects the 
buyer-supplier relationships. To do so, it is necessary to have an understanding what are 
the underlying characteristics that OEMs look for while choosing suppliers for certain 
vehicle components. In this aspect, supplier capability, product/market specifications, and 
of course competition within automotive supply industry play crucial role in how 
relationships are formed. In this section we present the most important dimensions in 
buyer-supplier relationships which were gathered from both primary and secondary data; 
and, in using the theory we look at the possible connections between sourcing strategy and 
buyer-supplier relationships and analyse the inter-firm relationship changes along three 
categories:interaction, power-relationships, and collaboration. The results of the analysis are 
depicted in Figure 5-2.  

5.2.1 Interaction  
Considering the strategic importance of sourcing in the firm’s performance and the pro-
cesses, structures and dynamics by which sourcing strategies evolve, it is quite obvious that 
the role of appropriate relationships between buyer and supplier is significant in achieving 
the desired business outcomes. In fact, Volkswagen Group, MAN, and Scania have 
different perspective on supplier selection. If before Scania was looking at supplier in terms 
of quality position, delivery position, and then cost position, now things are different and 
merging parties are much concerned about cost efficiency at first place. In case of 
Company B, this effect was quite influential when it comes to their interaction with Scania. 
Before the merger they had weekly interactions, and their relationships were based on 
personal contacts. Now, things have completely changed as Volkswagen Group wants to 
see different people at purchasing department at Scania; now there are people who are 
much concerned about cost efficiency in sourcing products and less about personal 
contacts. This situation looks a little bit different in case of Company A. They also have 
relationship-oriented business interactions with Scania, but they are less integrated and only 
interact when there are some common projects.  However, it can be assumed that as a 
result of sourcing strategy change at Scania the relationship with suppliers will take 
different path.  Because, reduction of supply base to single or few suppliers fosters 
improved communication and understanding between buyer and supplier and also 
increases the supplier responsiveness to buyer’s needs and requirements (Ramsay & 
Wilson, 1990). It means that those suppliers who will win the competition to be chosen as 
single source for components supplied to Scania and MAN, can await closer cooperation 
and regular interaction with merged entity.    

5.2.2 Power relationship 
 

As a result of being single-sourced suppliers get security that there will not be any drastic 
disruptions in order demands. Nevertheless, the idea of being single-sourced does not 
always mean being secured and free from buyer dictation. First of all, even the supplier is 
chosen to be single-sourced for certain tuck components, due to merger motive of cost 
efficiency the contractual terms are always re-negotiable at any time, meaning that OEMs 
can choose one supplier but can change it if cost and volume becomes an issue. It means 
suppliers should track the percentage of their total sales turnover, so that they are not 
overly dependent on one buyer, even though it means higher security (Inemek & Tuna, 
2009).  In fact, in the case of Company B, almost 50% of sales come from supplying to 
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Scania, which means any disruptions in order allocation or changes in purchasing strategy 
will negatively impact the profitability of the supplier firm. But, it does not apply to 
Company A, since the share of Scania in its total turnover is less than 1% and merger with 
MAN will not change the figure where each individual customer has less 10 % share in 
company’s total sales. Furthermore, supplier dependency means also power-imbalance 
during negotiations, and buyer can put higher pressure on price reduction on products. 
Today, for instance, Volkswagen Group is 100% determined to drive down the cost as the 
merger proceeds, and it is no surprise that at Scania the lowest bid wins the order. 
Evidently, the probability that supplier will be switched is so high; it depends on products, 
but  only 1% or 2% as an extra cost on the price, then merged entity can accept to stay at 
the old one instead of switching. The opportunity cost of switching suppliers also depends 
on whether “...the market structure of upstream suppliers is a perfectly competitive market 
or a monopoly market and how it affects the integration strategies of end product 
industries” (Wei & Chen, 2008). Moreover, Schmitt & Van Biesebroeck (2013) and Nilsson 
(1997) point out that in “ the  structure  of  the  European  heavy  truck industry is 
characterised by strong truck producers who produce many of the  strategic parts  in-
house, and  several  suppliers  are  competing  with  each other  and  suppliers  can,  with  
one  exception,  be relatively  easily changed.” Both in case of Company A and Company B 
the competition became stronger than before. If in case of former it was less obvious as it 
was supplying both MAN and Scania  and already had strong market position before the 
merger, in case of  latter the competition suddenly turned to be fierce as the number of 
competitors rouse up to 50 instead of 4-5 it had before the merger. Visibly, all these 
changes that was brought by the changing sourcing strategies at merged entity, alter the way 
power-relationship is formed; hence, suppliers feel more pressure and dependence on 
buyers in the face of Scania and MAN. 

5.2.3 Collaboration 
Another effect of merger comes to development related issues. Firms maintain more-
collaborative supplier management style when the items they source increase in importance 
to the firm’s performance; on the other hand, this relationship attitude changes considera-
bly and takes the form of more transaction-based relationship when firms source leverage 
products (with little strategic importance) (Cousins & Lawson, 2007). As empirical findings 
show both Company A and  Company B manufacture products that are strategic for 
Scania’s performance, and thereby it can be assumed that post-merger integration will bring 
more-collaborative relationship between those two suppliers and merged entity.  Further-
more, since one of the motives of the merger is to achieve synergies in product 
development, mainly in having common platforms, there is an expected change in the way 
how Scania will cooperate with its suppliers in development related matters. As we saw in 
previous section, due to attractive cost –saving plans as a result of outsourcing certain parts 
of vehicle that was previously produced in-house by Scania, most likely scenario is to 
source from single supplier (global and system) and increase collaboration with them. As it 
has been noted by Cousins (1999), due to the fierce competition in most industries, and es-
pecially in automotive industry, where product quality, innovation, and cost efficiency es-
tablish the competitive edge, more and more firms “… have moved from a traditional wide 
range of suppliers, managed in an arms-length and an adversarial manner, toward close, 
partnership-style relationships with a smaller number of ‘mega’ suppliers (Cited in Cousins 
& Lawson, 2007).  OEMs are trying to actively involve supplier in the product 
development. In fact, due to shorter product life-cycle, suppliers are required to take over 
the product innovation task and on the other hand, automotive producers are also 
increasingly transferring full product development tasks to suppliers (Laabs, 2009).   In case 
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of Company A, there is an anticipated change in the way they are going to collaborate with 
Scania and MAN. Collaboration will be more towards product standardization to some 
extent; it is believed that merged companies will require more and more standardized 
components in order to make the assembly process easier and cost efficient.  But, there will 
be also some positive effects as suppliers will not have to talk to two product development 
team, running two projects for the same kind of product; instead, there will be only one 
product development team representing both parties of the merger, and Company A will 
work only on one project at a time. In the same way Company B there is higher chance to 
collaborate more with both parties of the merger.  It is because, the company recently 
became supplier of MAN, and will be working on bigger product development projects 
with merged entity.  
 

 

Figure 5-2. Effects of Post-Merger Sourcing Strategy on Buyer-Supplier Relationships 
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Figure 5-3.  
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5.3.1 Business reengineering  
One of the most important challenges that merger between Scania and MAN can 

bring to Swedish automotive supply industry is the cost pressure on existing suppliers; 
merged entity will try to use its buying power and ask for lower price in sourcing 
components. This will add another burden to suppliers, which already have challenge with 
decreasing profit margin in the automotive supply industry (Laabs, 2009). Besides, the 
increasing pressure from the side of OEMs and market rivalry which lead to higher 
investments in research and development, there is an issue with increasing costs of raw 
materials that worsen the profit situation of automotive suppliers(Laabs & Shiereck, 2008). 
Increasing costs of raw materials not only increase the cost of goods sold and thereby 
decrease profit margin, but they also shifts the negotiation power towards suppliers of 
automotive suppliers (Von Corswant et al., 2003).  

Wei & Chen (2008) suggest that performance of automotive suppliers can be 
improved by modifying the ineffective production activities; this will help them to reduce 
excess costs and be efficient and flexible when supplying the OEMs. Cost pressures from 
the side of the buying firms, poses a challenge for vehicle component suppliers to upgrade 
their systems and components regularly. To demonstrate, Company B has strategic focus 
on improving quality and IT solutions. It has been working on development of more 
accurate quality control systems and as well as efficient and reliable IT systems. Similarly, 
Company A continuously works on business process improvement and cost optimization. 
To illustrate, by the practice of JIT purchasing and lean production practice it reduces costs 
considerably. Visibly, these approaches streamline the operation and make it more efficient 
by reducing any waste in between processes; also, it helps to better coordinate production 
processes with up-to-date business analytics.    

Next, post-merger integration impacts the way how OEMs collaborate with their 
supplier base; as a response to industry trends and synergy realization they try to involve 
suppliers more in product development. But, suppliers should be competitive enough to 
look attractive in the eye of newly merged entity. Observably, having more responsibility 
over production and product development provides an opportunity for automotive 
suppliers to acquire expertise in delivering innovative products at high frequency (Von 
Corswant & Fredriksson, 2002). In case of Company A, for example, the core strategy of 
the firm is being able to satisfy customer needs and requirements at best and innovative 
way possible. For that it has close relationship with customers mainly in industrializing 
innovations and bringing them to market. The company develops ideas in partnership with 
customers from the concept stage to actual production launch. Likewise, Company B 
actively involved in product development from the drawing stage till the production. 
Apparently, it ensures that new products and solutions meet specific customer demands 
and market environments. However, this is truly a strategic challenge for automotive 
suppliers: they have to build international operation to deliver supplies on just-in-time basis 
and meet customers’ demands; moreover, automotive suppliers have to deal with local 
regulative requirements like customs, in-country quotas which are additional costs (Laabs, 
2009). In fact, Company A position itself as a supplier to automotive industry with an 
ability to deliver products in accordance with regional requirements. Obviosly, being able 
to meet customer needs and requirements at best possible way gives competitive advanatge 
to automotive suppliers  and strengthens their market position.  
 Additionaly, as a result of changing sourcing behaviours of OEMs and trends 
towards shorter product life-cycles the intensity of competition increases among the 
automotive suppliers. In order to avoid the rivalry and better position themselves in the 
market, most suppliers are specializing on particular products or segments (Laabs, 2009). 
Specialization carries the character of concentrating on particular systems and technologies 
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which are difficult to imitate by others (Sadler, 1999). According to empirical findings in 
both case companies it was observed that they try to concentrate on niche market segment 
thereby differentiate their businesses from other competitors. Company A operates as a 
niche supplier to truck segment; with a number of selected products it tries to focus on 
development of innovative solutions that bring higher value to the customer. It 
continuously innovates and tries to be at the forefront of high-tech developments in the 
market. Product area, where Company A operates, is dynamic and requires lots of expertise 
and engineering know-how, and accordingly there is a strong competition with few big 
players, which try to supply all vehicle manufacturers in world-wide basis.  Nevertheless, 
concentration on certain product range and superior quality and expertise in service makes 
Company A as a premium supplier to truck industry; it supplies almost all OEMs in 
commercial vehicle industry including both Scania and MAN. Likewise, Company B is 
known to be expert in selected product range to commercial vehicle manufacturers. Even 
though the product areas differ considerably and not all OEMs are in the list of its 
suppliers, Company B position itself as more engineering- driven firm compared to 
Company A.  It has expertise not only in innovative and reliable products, but also in 
consultancy to vehicle component manufacturing. Its products are considered to be 
strategic, which is the reason why it has been chosen by Scania as one of the biggest 
suppliers of truck and bus components. It is apparent that tendency towards specialization 
requires large investments, but it also promises competitive advantage; it also puts higher 
market entry barriers for new players (Sadler, 1999). Both Company A and Company B 
have resources to invest in continues development and new technologies which puts them 
in a better position in the supply industry, however, for small suppliers to Scania it can be 
problematic to invest large amount of funds that they do not posses. Obviously, 
specialization in specific product areas help suppliers to be considered as a premium 
supplier as in case of Company A, and  as  a strategic supplier in case of Company B, 
balances the power-relationship between those companies and newly merged Scania and 
MAN. This strategy lowers the risk of being dependent on customer, helps to stay 
competitive in the market, and also makes suppliers to be attractive to both sides of the 
merger.  

5.3.2 Business restructuring  
In the light of potential changes in sourcing policies and behaviour of merging 

parties, there is a dilemma for many manufacturers in Swedish automotive supply industry 
— should they invest more in business expansion and diversification in order to satisfy 
increasing volumes of customer order, or they should spend on high tech innovations and 
capitalize in niche product segments and thereby improve their competitiveness when it 
comes to supplying both to Scania and MAN?  

Due to globalization of businesses, there is a larger need for international 
expansions, and it can be done through M&As in foreign markets. Those M&As effects 
suppliers which risk to lose their existing customers due to market expansion (Oberg & 
Holstrom, 2006). In order to solve this challenge suppliers also merge or acquire in order 
to be geographically present near customer and meet its increased capacity and supply 
needs.  Being geographically present near customer also helps supplier to avoid the 
additional costs in operation and delivery, most suppliers prefer to go international through 
geographical expansion or cross-border mergers or acquisitions (Sadler, 1999).  Moreover, 
M&As among customers or suppliers create power-imbalance in the business process 
negotiations; larger and stronger party as a result of M&As can put pressure in negotiation 
deals against weaker party, while weaker party in order to prevent this engages in parallel 
M&As (Oberg & Holtstrom, 2006). For instance, partly as a response to upcoming merger 
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between Scania and MAN, Company B, which is one of the biggest suppliers to Scania, has 
acquired the business in Germany. Empirical findings show that this was done in order to 
grow the business in continental Europe, mainly in German market. Being physically 
present closer to OEMs in Germany increased the opportunity to do business with them, 
and thereby promised growth both in German in global markets where German 
automotive companies operate. It appears that being a strategic supplier for Scania, 
Company B aims to capitalize on opportunity to look attractive in  front of MAN too; 
moreover, it also help the firm to reduce the risk of being trapped into higher negotiation 
of power of merged entity. Even though Company A has not done specific merger or 
acquisition as a response to ongoing merger between Scania and MAN, it constantly tries 
to internationalize its operations in order to be closer to customer. For instance, Company 
A acquired  two automotive supplier companies in Latin America and Asia, which were 
well-known for being highly innovative in terms of technological developments and had 
complementary competencies with the Company A. These acqusition deals enabled the 
company to improve the quality of its productss with regards to fuel efficiency and 
environmental friendliness. Moreover, Company A, has strenthened its presence in Asian 
market and achieved cost efficiency throug synergies in production, purchasing and R&D.   

Nonetheless, in some cases, due to market conditions negotiation power of one 
party becomes unchallengeable and power-imbalances result in extreme dependence of one 
party and parallel M&As is not an optimal variant to solve the issue, therefore some parties 
prefer to diversify their businesses in other areas of scope and try to escape the dependence 
problem (Pfaffmann & Stephan, 2001).  It can be observed that in both case companies 
there are attempts to diversify from their core of the business which is to be a supplier to 
OEMs. In case of Company A the business is pretty much divided into segments having 
supply of vehicle components as core and aftermarket as diversification. Almost halve of 
the revenue comes from aftermarket business. Company A is very successful in this area of 
business, and as the aftermarket generally is more stable over business cycles than OEM 
production of trucks and trailers, strong position of the firm in this segment is very 
important during the crisis times and when the cost pressure put by OEMs makes the core 
of the business less profitable. They can afford lowering the price for OEMs by 
compensating the loss in margin in other areas of company business. Apparently, it puts 
the company in better position in front of customers and clearly makes less dependent on 
sales from supplying solely to OEMs. Another strategy which helps Company A avoid 
extreme dependence on one party, is the reduced exposure to individual customers; the top 
ten customers of the company account for about 35 % of the turnover and the biggest 
customer has  maximum 9% of total sales.  Evidently, when the sale of the company to one 
individual customer does not exceed 10%, there is a less risk from declining orders and also 
better power-balance with each customer. In contrast, Company B, who mostly supply to 
Volvo Trucks and Scania, has higher exposure to one party. In fact, around 50 % of the 
total sales come from supplying components to Scania and around 70 % of revenue comes 
from vehicle industry, which means the firm as supplier is dependent on changing sourcing 
strategy and order level of Scania. However, Company B also pretty much has segmented 
business, having consultancy business in parallel to supplying automotive industry. During 
the crisis times in 2008-2009, when both Volvo Trucks and Scania considerably reduced 
their orders, the consultancy business compensated for lower production levels. Again 
diversification reduced risk exposure and made supplier less dependent on OEMs and also 
on market fluctuations.  
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Figure 5-3. Effects of Strategic Response Mechanisms on Buyer-Supplier Relationships
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6 Conclusion 
This chapter aims to present results of the study and concluding remarks.  

 
The purpose of this study was to explore and analyze post-merger impacts on OEMs 
sourcing strategy, and  how they influence buyer-supplier relationships and  strategic re-
sponse mechanisms  of  automotive suppliers. Considering the merger example of Scania 
and MAN and its impact on Swedish automotive suppliers following conclusions can be 
drawn. 
 
First, this study intended to explore possible post- merger effects on OEMs’ sourcing strat-
egy. According to the analysis it is conclusive that the merger will change the sourcing 
strategy of the newly merged entity. As Figure 6-1. illustrates, through merger Scania and 
MAN will try to achieve synergy and  market power. For that they will strive to reduce 
purcashing costs through sourcing components from single supplier which can bid the 
lowest price, and also can take responsibility on product development and innovation.They 
will also try to benefit from component sharing and common development, where the in-
tegral part will be outsourcing the development tasks to innovative and cost efficient sys-
tem/module suppliers. Next, merged truck division will seek to improve global presence in 
emerging markets through sourcing from global suppliers which can comply with regional 
requirements. And, those Swedish suppliers who can meet these criterias can benefit from 
the merger. 
 
Second, the following research aimed to examine post-merger sourcing strategy impacts on 
buyer-supplier relationships.  Taking into account the supply market competition as a con-
text and strategic importance of items being purchased as a decision point in determining 
the specific type of relationship, we can identify how sourcing decisions of merged entity 
will impact the way how buyer-supplier relationships evolve. Results of the analysis is de-
picted in Figure 6-1. As a result of the attempt to order higher volumes at lower price from 
single supplier, and effort to single source the components from a global supplier  that is 
able to take responsibility on product development and innovation, OEMs will most likely 
increase the collaboration with strategic suppliers, while keeping the interaction low or 
even stop cooperating with suppliers that cannot bring additional value to the merged enti-
ty. Consequently, suppliers can also expect power – imbalance which is due to higher 
expousure to the newly merged company. When merged entity single sources  higher vol-
ume, its share in supplier’s total turnover will be high enough to increase the supplier de-
pendency. Once the supplier is dependent on the customer, the order fluctuations and 
changes in sourcing strategy of OEMs can have negative impacts on sales and growth of 
automotive suppliers. However, the idea of single-sourcing also implies higher switching 
costs for the buyer, thus making the OEMs more vulnerable to the supplier and that way 
creating a scenario of interdependence.  
 
Finally, the goal of the this thesis was to investigate the possible post-merger response 
mechanisms and strategic moves that automotive suppliers can implement in order to pre-
serve their competitive market position. Through analysis it was determined that merger 
between Scania and MAN instensifies the competition among automotive suppliers, and in 
order to stay competitive in the market they should continuesly adapt their business opera-
tions to industry trends and customer requirements. As shown in Figure 6-1. suppliers,on 
one hand, can implement business reengineering which is improving the business opera-
tions, and on the other hand, restructure their activity through changing the organization of 
business. Some examples of reengineering were development of more accurate quality 
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control and as well as efficient and reliable IT systems, JIT purchasing, Backwards Supplier 
Integration, industrializing  
 

 
 

Figure 6-1. Summary Framwork of How Post-Merger Impacts on Buyer-Supplier 
Relationships and Startegic Response Mechanisms of Suppliers 

innovations from scratch and bringing them to market, decreasing customer exposure in 
terms of sales, and concentration on niche market segment with specific product types. In 
case of business restructuring companies were acquiring other businesses in other countries 
just to be closer to customers. Also, internationalization of production factories has been 
observed. Besides that, diversification of business portfolio was prominent strategy; 
companies tried to develop other businesses besides supplying to automotive industry.  
However, one thing should be noted that all these strategic moves are done not exactly as a 
response to merger of big customers; instead, they are part of overall business strategy that 
firms try to implement in the light of industry trends and market competition.  



Discussion 

 
57 

7 Discussion  

This chapter includes discussion on the results of the study, limitations, contributions, and further research.  

Merger of Scania and MAN is one of the recent examples of the consolidation. Our 
study results reveal that  one motive  for this integration  is the  search  for  economies  of 
scale  among  the  two truck producers, while other is to achieve a  finer service net and  
increased  market  in  regions  where  the  merging companies  are not  well  represented. 
This corresponds with efficiency and collusion theory proposed by Geiger (2010). As an 
evidence to implications made by  Pfaffman & Stephan (2001), Laabs (2009), and Von 
Corswant & Fredriksson (2002),  it has been observed through findings that OEMs use re-
structuring to better respond to general industry trends like globalization, shorter product 
life-cycle, platform strategies, and outsourcing. Accordingly, results further illustrate that 
post- merger  sourcing strategy will most likely carry the character of global, system, and 
single sourcing. Similar justifications for sourcing strategy change is found in the works of 
Paffman & Stephan (2001), Faes & Matthyssens (2009), Ramsay & Wilson (1990), and 
Cousind (2005).  

Moreover, research findings indicate that suppliers, which were supplying products 
to both parties before the merger, has better market position than the ones which were 
supplying only to one side of the merger. It implies the importance of higher levels of trust 
and long-term relationship between buyer-supplier relationships that can enhance a 
company performance (Sako, 2000; and Dyer & Chu, 2003). Consequently, in the light of 
potential changes in sourcing policies and behaviour of merging parties, which is mainly 
explained by preference of merged OEMs to cooperate more with bigger and strategic, 
there is a concern for small suppliers of Scania. This is in line with what Cox (2001), who 
refers to reducing the number of small suppliers in order to have a better focus and close 
relationship with supplier which can take responsibility over product development and 
innoavtion. So, there is a dilemma for many, small component manufacturers in Swedish 
automotive supply industry — should they invest more in business expansion in order to 
satisfy increasing volumes of customer order, or they should spend on high tech 
innovations and capitalize in niche product segments and thereby improve their 
competitiveness when it comes to supplying both to Scania and MAN? Most of the small 
and medium-sized suppliers in Swedish automotive industry are dependent on large 
customers like Volvo, Scania, and Saab when it comes to sales volume. This lead to another 
question whether those supplier should diversify their businesses in order to avoid over-
dependence on one extremely large customer?  

In connection to the challenge related to small suppliers, Holtstrom (2003) and 
Kato & Shoenberg (2014)  have indicated the effects of mergers on competition in the 
industry. The results show that due to cross-border merger, competition among suppliers 
increases significantly, and it is because after the merger Swedish automotive suppliers have 
to compete not only in the domestic market but also with German suppliers. It has been 
noted that German suppliers are very good at networking; they have very strong 
organization of interest, strong technology edge, very skilled electronic development, and 
expertise in complex mechanical devices. And, this is also an implication for Swedish 
automotive suppliers that truck and bus supplies in Europe will not be less complex going 
forward. In order to compete in this arena, suppliers need to have very specific kind of 
product, or very specific kind of process which brings really good value to customers.  

Finally, as a result of this research it was determined that suppliers on one hand can 
implement business reengineering which is improving the business operations, and on the 
other hand restructure their activity through changing the organization of business. In fact, 
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as an interesting insight to justify the conlusion made by Pfaffman & Stephan (2001), our 
findings have revealed that  a system supplier has a  preference to acquire companies with 
technological knowledge and complementary competencies, while a module supplier with 
an attempt to deliver modules and related services look for acquisition or merger target 
with production facilities close to OEMs. However, one thing should be noted that auto-
motive suppliers do not necessarily use specific strategy in reponse to customer merger, ra-
ther it is an attempt to benefit from industry trends; it is seen as a proactive rather than re-
active strategy. 

7.1 Contribution 

Our study contributes to the literature on post-merger integration effects by analyzing the 
impact of merger on buyer-supplier relationship from the perspective of sourcing strategy 
changes. Also, it looks into the changes in competition within the automotive supply 
industry as a result of merger and related industry trends. In particular, our study has 
revealed the important role of strategic response mechanisms, through which automotive 
suppliers can improve their market position and exert impact on power-balance in buyer-
supplier relationships. We belive that these findings will help further research in the area of 
post-merger effects.  

7.2 Limitation 
In this thesis work the focus was much on the supplier side, and it did not reflect the 
perspective of merging parties. Perhaps, primary data in the form interviews from merging 
parties would have provided more in-depth understanding on the merger effects on 
suppliers. Also, since the merger is still in the process of being completed, its effects were 
hard to discern. Suppliers have not yet felt some dramatic changes in the sourcing strategy 
of the merging firms and also there were not significant changes in buyer-supplier 
relationships.  Finally, one of the research questions addressed strategic issues which were 
confidential for the case companies that we interviewed. And, this was a reason why some 
answers that we get from interviewees were general and did not provide detailed 
information.  

7.3 Further Research 
 OEMs have clusters of strategic suppliers, clusters with less strategic suppliers, and they 

also have cluster of commodity suppliers. And, it is obvious that they would like to have 
different kind of relationship with these different clusters, and accordingly there will be 
different sourcing strategies. So, future research can concentrate on how the merger 
between two customer can impact those different clusters of suppliers. 

 Scania and MAN merger has cross-border character, and it has effects on both German 
and Swedish Suppliers. Conducting a comparative study on cross-border merger effects 
on suppliers in two or several countries is another promising field of research. 

 In this study we mainly concentrated on first–tier suppliers which are big in size, 
however there are many other small suppliers who can also affected by the merger. So, 
further research can be done on how merger of big customers can impact the small 
suppliers.  

 Another dimension which needs to be researched further is the level of competition in 
two countries. To what extent competitiveness of automotive suppliers differs in 
Germany and Sweden, and how it effects their position in market after the merger of 
Scania and MAN. 
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Appendix 1 

Sample of Interview Questions 
 
Background Questions  

1. Can you briefly describe your company? Regarding the company, type of business, 
number of employees, turnover, business strategy, main product/services, key 
customer and markets, key competitive priorities, company organization etc.  

2. Describe your current position and what are your roles within the company? 
3. How does the automotive suppliers competition looks like on the European bus 

and truck industry? 
Merger and Acquisitions 

1. What do you think about the merger and acquisition trends in the automotive 
industry and how they impact the sourcing strategy of OEMs? 

2. Has the company in the past experienced any impact from mergers or acquisitions 
of key customers? If so, what was your company strategic response, if any? 

3. In your opinion, what might be the reasons and motives behind the merger 
between Scania and MAN?  

4. What levels of merger integration do you think they are able to achieve? Degree of 
strategic fit between them, the businesses areas they want to achieve synergy? 

5. In your opinion, what would be consequences of this merger on buyer-supplier 
relationships in the Swedish Automotive supply industry? 

6. In your opinion, how may the merger affect the sourcing strategy of Scania?  
New Trends and Sourcing Strategy in Automotive Supplier Strategy  

1. What types of products does your company supply to Scania?  
2. How strategic are the products to Scania production?  
3. What percentage of your turnover comes from Scania?  
4. What types of sourcing strategy does Scania uses with its suppliers (Multiple or 

singles sourcing)?   
5. What types of contracts do you use with Scania (long term, mid-term, or short 

term)? 
6. What are the advantages and disadvantages of this contract strategy?  
7. How often modification is required for products that you supply to Scania?    

Buyer-Supplier Relationship    
1. Can you describe in general the relationship your company has with Scania 

(Transaction vs. Relationship - oriented)? How did it develop over the years?   
2. Since the acquisition of Scania by Volkswagen Group, did you notice any changes 

in the relationship with Scania?  
3. How strategically important is Scania for you as a buyer? 
4. How big is the supplier switching cost for Scania? 
5. Do you share the design of quality control systems with Scania? 
6. On which aspects does your company collaborate with Scania? (Join Investment, 

knowledge exchange, combining resources,  product development, and reward 
systems) 

7. At which levels / degree is your collaboration process with Scania in new product 
development? 

8. What kind of activities you do with Scania to maintain or improve relationship? 
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Strategic Response Mechanisms  
 

1. If Scania and MAN merge, how will your company be able to adapt to the market 
condition after merger and achieve alignment with buyer goals?  

2. What measures (cost efficiency, product quality, price, supply certainty, 
standardization, and production flexibility) and mechanisms (internationalization, 
merger and acquisitions, strategic alliance, backwards supply integration, and etc) 
are you able to use to achieve alignment?   

3. How important is the geographical proximity and legal conditions while being a 
supplier of both to Scania and MAN?  

4. What is the degree of competition among your key competitors when it comes to 
supplying to Scania? 

5. What are your competitive advantages over your competitors?  
6. How do you foresee the market environment and competitive challenge in 

Germany? 

 

 


