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Summary

Internet facilities have created new ways to identify, negotiate and engage suppliers and partners
worldwide. Adding value to organizations, supply chain management aims at streamlining all
processes and communication channels between them and their main suppliers, to facilitate effective
interactions and flawless. Critical conditions generated by the current crisis grew and deepened the
importance of supply chain management concept and the leading organizations realized that business
partners might be a key element for their success. Meanwhile, global exchange of information can
improve business processes for better access to resources.
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Introduction

The current economic incertitude does not allow to create a future vision, but emphasizes the
differences in global, regional, state level, and mainly at businesses. Its effects are
destructive and lead to serious and impressive tone. Their impact reflects the general
economic situation by sharpening the competitive relations or the spectacular bankruptcies
and closures of companies and individuals who see themselves faced with job losses or
assets and savings.

More limited purchasing options make possible permanent changes in the market resulting in
a global competition between companies(Campelo and Stucky, 2007). Convulsions in new
economic environment reconfigures competitive behavior, causing a revolution in the
strategies of organizations. To overcome these challenges, it requires a reconsideration of
their way of doing business based solely on internal resources to a dynamic strategy focused
on broadening communication with business partners (Sethi, 2010). Such ongoing exchanges
of information are going to get out the isolated firms integrating them into various value
chains, especially under the impact of new technologies, especially those from information
and communication field. Therefore, the acceptance and the introduction of new approaches
to relations with stakeholders, use of information technology and electronic networks
affiliation tend to be content elements of corporate strategy.

Increased competition in the economic hub puts additional emphasis on customers, not only
to improve cash flow, but also to generate its best satisfaction to deep and strengthen
relations within the supply chain (Burnet , 2004), making considerable efforts to understand
their needs and desires. Viewed traditionally, the stated objectives outlined image of what in
economic terms represents customer relationship management, but even if the companies
emphasize their own customer relationship, it does not mean they do not take into account
or that diminish the role of suppliers relationships. Creating and maintaining good supplier
relations management involves adopting a philosophy to ensure compliance with essential
characteristics: respect, partnership, growth and development, proper risk management,
developing new capabilities (Donoghue, 2011).



It should be noted that the option of companies to choose between suppliers and develop
skills for identifying opportunities generate some costs related to creating and maintaining
relationships. These costs are high regardless of the type of relationship: intermediate or
partnership. Consistent benefit balance is achieved in the short or long term. Choosing a
wrong relationship may result in excess costs. On account of obtaining an advantage most
companies have a major concern to coordinate activity (Ravi and Menzigian, 2003),
especially taking account of suppliers than customers, collaboration is more advantageous
than the loss caused by interruption with supplier. An approach following laws, especially
during the crisis, put in a new light Supplier Relationship Management (SRM) offering
innovative perspectives on supply chain and transparency. Customers and suppliers are no
longer a priority of maximizing short-term trading results, but follow through cooperation,
long term mutual benefit. Companies willing to adopt this philosophy will have adequate
time reward. They only have to accept to maintain credibility and commitment to start up
businesses, especially in the globalized trade and accelerate the dynamic supply chains,
focusing primarily on risk management.

Outlines of the concept of Supplier relationship management (SRM)

Defined as new category of solutions that enable manufacturers to optimize their
relationships and expenses with suppliers (ITIL, 2001), supplier relationship management
(SRM) is a relatively new term business since 1980, although before that time relations
suppliers were explained either by 'logistics' and' joint operations or by similar expressions.
Its adoption and use in businesses started in the 90s as a way to streamline the business
wishing to be considered a part of the development and organization of daily buyer-supplier
relationship management as part of responsibilities within the flow of information in the
supply chain.

At first sight it might be interpreted that supplier relationship management is just a
subsystem (Eulalio, 2009) in the supply chain management (SCM), including both business
practices and appropriate software (Bokhorst and all., 2006). but not only extends the
principle of SRM supply management, but gives a different nuance of thought on how to
work with suppliers, relying on greater transparency and sustained optimism, providing
process improvement and increasing performances, which, associated with the purchase of
goods and services, may lead to substantial savings through lower production costs, better
quality and lower price of the final product.

Also, SRM practices provide a common frame of reference (Hald, Cordon and Vollmann,
2009) enabling effective communication between a company and its suppliers that may use
different business practices and terminology content.

Supplier relationship management goal is to make more flexible and efficient deployment of
time events, protocols, actions and transactions between a company and its suppliers, such as
customer relationship management (CRM) is intended to streamline the process between a
company and its customers.

SRM Content and challenges

Being connected with a high process flexibility, organizational perspective of SRM in all
companies, particularly those with productive profile where philosophy just the right
moment is adopted, has three essential elements: collaboration, integration and reliability
(IDC, 2006, Donoghue, 2011).
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Fig.1 Just in time approach to partnership relationship with suppliers
Source: The partnership model: the type of buyer-supplier relation. http://html.rincondelvago.com

Policy of Just in Time (JIT) (Larson, 2005; Guerra and Cianchette, 2006) as a means of
collaboration in organizations does not mean the relationship between companies is only the
art of maintaining a balance between supply and demand, or only a mathematical rigor
production process and perfect synchronization of supply in customer-supplier equation, but
also the mutual benefit provided by implementing common applications that enable
continuous exchange of information and better control over the management of long-term
contracts. Such agreements may allow to suppliers the possibility of checking the availability
of convenient solutions with customers, for example, stating the time limits for best price in
the market. Such action may generate on the one hand, customer savings, on the other hand,
guarantees for suppliers that goods remain in stock.

During the historical evolution of relations with suppliers, their integration involved great
efforts mainly to achieve B2B (Wienclaw, 2008) programs, computer networks, the purchase
and installation of software; the XXIst century IT boom managed to overcome many of the
technical barriers of old companies providing real-time access to shared information (Sethi,
2010). In this respect, SRM deepens ties of dependency and mutual influence between the
parties, creating synergy processes in the value chain, synthesizing best practices (Barry,
Senthil and, Pradip, 2010) that requires the organization to comply. Thus, key business
players, using a common portal of trade and marketing (e-marketplaces), enlarge their e-
business concerns synchronizing processes, directly or indirectly, by connecting the
companies. Thus, activation of these channels does not mean anything but integrating e-
sourcing and e-procurement activities in B2B electronic market platform that uses Internet
(Gartner, 2004) allowing large, medium and small corporations exchange of goods, services,
and information in a more efficient and effective way than was previously possible.

From a theoretical perspective supplier relationship management has broad coverage and is
not fully installed as a competence (Daley, 2009) in business management. SRM is more
accepted and defined as a formal discipline (Evans, 2010). Lack of impact in organizations is
fueled primarily by an identity crisis as a result of improper definition and poor integration of
its functions in the work. Normally intended objectives are limited mainly to the cost of
operating and risk management (Vliet, 2006) which makes the SRM may not appear as a
source of competitive advantage. This happens frequently in organizations whose managers
use a competency-based approach to develop critical skills and capabilities especially in
supply problems, emphasizing weaker part relationship to increase management
effectiveness. At the same time, managers are always given attention to make strong links
with their suppliers recognizing that size relationship is important in creating value for the
benefit of both parties. Success depends on the seriousness and commitment of each partner
in achieving strategies. Such requests SRM acquisition and implementation skills, values and
behaviors aligned not differentiate between providers.

Frequently, for an organization, the relationship with suppliers is directly related to the
development of the product or service (Mettler and Rohner, 2009) and begins as a strategic
sourcing initiative (Gecker, 2008) subsequently evolving data and performance indicators
(Emiliani, 2010). As soon as the adaptation to changing requirements of end users is done,



proximity to suppliers advances for the purpose of deepening collaboration and interaction
(Lintukangas, 2007). Increased information exchange, increasing dependency accepting risk
and frequency of the transactions are defining elements of collaboration. In this context,
management of suppliers and relationships with them is effective if added value is obtained,
as competitive advantage. For example, a product similar to the requirements of competition
cannot be satisfied, either because of supply problems, either because they do not fit in costs
or time resulting in discussion with the supplier of the redesign project. The same trend can
register frequently relation to outsourced activities, usually when aiming to increase
competitiveness and financial performance. Therefore SRM can be applied only when the
company knows well the needs (Poirier, 2003) and has established requirements possibly has
standardized nomenclature of products. This way no confusion or misunderstanding may
occur regarding delivery of goods or services.

Influence, behavior, trust, commitment

Access to resources induce different behaviors of economic agents and consumers. They
established many relationships based on challenges faced, trying to have some influence but
without having any systematic and successful way (Pound, 2008) to do so. Each of economic
actors are motivated and committed to a relationship as long as it goes well (Moldovan,
2006), both labor and effort are appreciated and their wishes and needs are taken into
account. As relationships between individuals, in B2B relations, the done efforts create and
maintain connections with a certain security. By accomplishing such a condition, it occurs
growth and relationship building, contact supplier being considered as a result of how to
build trust and loyalty. The supplier will know that encountering an obstacle, it will be
supported in solving the problem arose. No less true is that in a SRM relationship may occur
elements to spoil, to destabilize even to irreparably compromise it. Supplier may be overly
familiar or suspicious and discussions may contain the same ideas, not inducing different
viewpoints. Thus, a less good gradually degenerates into bad and the uncertainties that arise
will generate motivation and state of recoil that will grind business security. On the same
lines, the other partner, desiring change will produce persuasive act without substantive
reasons for dissatisfaction surprise, trying to convince either by speech or policy or by
various methods of restraint, something that may call into question the continued
relationship. Occurrence of such situations requires the adoption, at organization and
management level, of influencing models that are designed to change behavior and to
facilitate overcoming or eliminating persistent and resistant problems. One of the models of
the six sources of influence (Patterson, 2007), considers the motivations and skills on three
levels (personal, social, structural) and involves the implementation of three steps:
establishing a measurable result, finding a vital behavior, use the 6 sources of influence
matrix (fig.nr.2).
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Fig.nr. 2 The steps of influencing
Source: Influencer - The Power to Change Anything, http://sourcesofinsight.com/influencer-the-power-to-change-
anything



By using this model they will be able to successfully establish the organization's mission and
attitude change will be inevitable. Establishing more precise boundaries and clear rules on
the relationship of SRM arrangement will remove any assumptions that the partner knew
instinctively to accommodate the situation. Knowing the parameters of the relationship,
perception of partner changes, even if the external circumstances remain unchanged. Even at
the individual attitude change leads to a change in the perception of others.

Accepting a supplier implies to know him. As long as there is a thorough knowledge of the
supplier or there is only incomplete information about him, the relationship with him is based
on only a dose of confidence and hope to seriously address its obligations. Compliance
provider fulfilling expectations in terms of understanding the other party. This behavior
creates a certain state of safety and increased confidence. A business start with a low
confidence level may generate uncertainty in expectations. In this respect, confidence
building is a long process. It addresses in particular individuals who engage in such
emotional relationship (Abosag, Tynan, Lewis, 2006) which affect the economic ties further.
However, curdling trust claims politeness, friendship, empathy, similarity, honestly.

Studying organizational behavior, especially personal touch-organization in the early 1950s
enabled the emergence of the concept of engagement (Abrahamsson, 2002). Evolution and
development of the concept of engagement, as presented today in the literature, is based on
several studies, claims and disputes between researchers. Numerous definitions of
engagement and measurement methods have been integrated in different models, the most
commonly used model of organizational commitment are three components - affective
commitment, normative commitment and engagement as proposed by Meyer and Allen
(Meyer and Allen, 1991). Considering, in particular, connecting individuals to the
organization mentioned model may be extended to all stakeholders not only to persons or
suppliers. On the one hand, an emotional involvement implicit or explicit promise to
continue the relationship (Dwyer, Schurr and Oh, 1987; Somogyi and Gyau, 2010), requires
faith partners for any short-term sacrifices to maintain stability and efficiency (Gyau and
Spiller, 2008), on the other hand, the adoption commitment by the supplier foresees a series
of long-term benefits: quality products with lower cost information flow (Abosag, Tynan,
Lewis , 2006). Therefore, commitment is central to economic relations between partners
representing the amount engage different entities to work together for a common goal. Thus
equated with growth or profitability, commitment is the force that drives the relationship
forward (Vogele, 2009). However, commitment is hard to maintain because the parties are
unable to see the scale start their actions. Accordingly, in the event there are all sorts of
tensions commitment, resistance, and barriers were identified three major phases involved in
change (Conner and Patterson 1982; Corner 1998), each of which is constructed by
following some steps. (Fig.nr.3)
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Fig. No. 3. Development (curve) commitment
Source: 1. Pekka Abrahamsson, (2002), The Role of Commitment in Software Process Improvement

Types of collaboration and partnership

Existence of global competition is putting a growing pressure on companies to become more
competitive. Not being connected to this rate would cause the risk of business exit.
Therefore, with the aim to obtain more value, higher, some companies may do wrong steps
in choosing suppliers without identifying every time the 'key' suppliers.

After a series of authors collaborations with suppliers can be segmented in terms of level of
cooperation in a mix of four levels (fig.nr.4) from low, combative at a very high super-
collaboration (Billingt, Cordon, Volmanit, 2006), while according to others it is part of a
process (fig.nr.5) also with four components (Lambert, 2008).

Supcrcolaborarc
Alianta strategics

FParteneriat

Combativ

Cooperativ

Fig.nr.4 typical mix of relationships with suppliers
Source: Corey Billington, Carlos Cordon, Tom Vollmann, 2006, Super Supplier Collaboration

In fact all refer to how deep is partners in a business relationship. The collaboration defines
four components as follows: Length of arm, partnership, association, vertical integration.

Partnerships

Arm’s

Length Type | Type Il

The collaboration Fig.nr.5
Source: Lambert, M.Douglas, Supply Chain Management: Processes, Partnerships, Performance, Sarasota, Florida:
Supply Chain Management Institute, 2008



Usual definition of partnership is that of business relationship based on mutual trust,
openness, sharing risks and rewards arising in business (Lambert, Knemeyer, Gardner,
2004). Partnership requires high performance companies involved, more than would be
achieved if they work separately. Creating and implementing a partnership entails use it for
resources, both material and financial, as chosen by time, which is why such action is a
challenge for managers. So it goes without saying that not all providers should be considered
partners. Usually limited, resource allocation is made to those firms which will be a true
partnership. Partnership relations may be varied and may take many forms depending on the
organizational environment, all the circumstances affecting the business. Implementing,
developing and improving relations with suppliers may be based on a partnership model
involving assessment, formulation, consultation, implementation, negotiation. Any
partnership model contains three types of partnership. Literature (Lambert, 2008) stipulates
as follows:

* Type I - with the wider use and recognition as partners. Short-term approach.

* Type II - does not emphasize coordination of activities but more on their integration in a
longer time horizon.

* Type I1I which requires a high level of operational integration.

The Partnership established by Lambert consists of three elements: engine (Drivers), catalyst
(Facilitators), and components (Components). The three elements lead to an expected result
by the parties.
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Fig.nr. 6 Model of Partnership
Source: Lambert, M.Douglas, Supply Chain Management: Processes, Partnerships, Performance, Sarasota, Florida:
Supply Chain Management Institute, 2008

Driver elements are established after careful examination of potential parties counting on
their belief in significant benefits by: (1) cost efficiency, (2) improve customer service, (3)
marketing advantage and (4) before stability / growth.

Facilitator gives the existence of elements to enhance and develop partnership providing a
basis for good relations while establishing materiality chance. Facilitators include: (1)
corporate compatibility, (2) similar managerial philosophy and techniques, (3) reciprocity
and (4) symmetry.

Component elements are mostly similar set of managerial actions and events that determines
and dominates the life of the partnership. Components are operational relationship through:
planning, control, communication, sharing of risks and rewards sharing etc.

Sharing of above elements leads to a result that implies an assessment, perhaps a
readjustment. Feedback requires regular updating of state drivers, facilitators and
components. Own processes and performance measurement provider enables companies to
fully inform the partner, not only about the lowest price.



Conclusions

Supplier relationship management is a relatively young discipline that has not been widely
adopted in business. Dealing primarily with segmenting suppliers, establishing performance
measurement tools and being currently limited to a series of e-processes, SRM is easily
assimilated as part of the procurement chain (SCM). As such, in the next period SRM will
remain stuck especially in the area of electronic research, the best prices and markets, as well
as e-procurement, due to increasing interest from organizations for the installation of custom
electronic systems for tracking processes. It is also the responsibility of managers to
reconsider SRM and ensure strengthening current practices, especially regarding relations
organization change in attitudes, the transfer of information, processes, outsourcing,
procurement, contract tracking, etc. SRM adoption by organizations is part of a new
management philosophy to increase the commitment and capacity of suppliers, to maintain a
successful relationship with them.
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