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Abstract

This report describes an exploratory study of the role of culture in the development of
purchasing portfolio strategies. Based on an existing Dutch survey a questionnaire has been
conducted among French purchasers. A comparative analysis was performed on portfolio use,
perceived dependence and trust and commitment to identify what cultural factors explain

differencesin portfolio use and behaviour in the buyer-supplier relationship.
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Executive Summary

Profit Impact

What does this study explore?

Purchasing has changed from an administrative task to a domain of strategic importance. An
increasing number of companies are outsourcing their secondary activities to suppliersal over
the world. Outsourcing involves a livell-tunedCsupplier base.

Increased outsourcing resultsin a growing attention for supplier management, associated with
stronger supplier dependencies. The sourcing playground contains the whole world. For
managing a diverse supplier base appropriate strategy are indispensable. The development of
differentiated purchasing strategies has been supported by purchasing portfolio models like
the one presented by Kraljicin 1983.

A portfoliois [a tool that combines two or more dimensions

Explot”
“Exphbit Power” ' ‘Balance”

T into a set of heterogeneous categories for which (different)

Leverage Strategic e recommendations are provided] (Gelderman, 2003, p.21).

Thetool aims at developing a set of differentiated purchasing

Non-Critical |~ Bottleneck strategies that support the characteristics of different

Valime purchasing situations. This purchasing situation is determined

Assurance”

Sl based on profit impact and supply risk.

Standaralsation”

However, to achieve the potential benefits of a portfolio approach, cultural barriers haveto be
overcome. The success of a purchasing strategy is subject to the behaviour of the selling party.
This means that a good supplier strategy depends on anticipating mutual perceptions.
Although purchasing portfolio has been researched, the perception of the other party has not
yet been addressed. The central question of this exploratory study is: to what extent do
cultural differences affect the use of the purchasing portfolio analysis and the devel opment of

purchasing portfolio strategies?
Main conclusions

The study concludes that differences exist in portfolio use and the devel opment of purchasing
portfolio strategies between the Netherlands and France. These differences cannot be
explained by differencesin nationa culture. Reasons exist to believe that professional culture
is dominant in the business context. These professional cultures are subject to cultural

differences on national level.




A literature review, a survey and two focus group discussions

This study was based on [riangul ationl] This means that three sources of information are used
to develop this research: aliterature review, a survey and several forms of interviews. This
approach enablesto identify issues from theory and from practice.

The literature review resulted in the assumption that national culture would affect portfolio
use and strategiesin several ways. The French purchasers are relationship-orientated and the
Dutch are ded -orientated. Thiswould imply that French feel less the tendency to apply the
process-orientated portfolio analysis than Dutch purchasers. Thelevel of trust and
commitment was expected to be higher for French than for Dutch purchasers. Dueto the
acceptance of inequality in power in French society (strong hierarchy) the expectation was
that French purchasers perceive lower levels of dependence in the buyer-supplier relationship

than the Dutch purchasers.

These hypotheses have been tested in a survey conducted among 84 French purchasers. These
results have been compared to asimilar questionnaire performed in the Netherlands with 216

purchasers (Gelderman, 2003). Only 55% of the French purchasers apply a portfolio analysis,
while 74% of the Dutch purchasers apply such an approach.

No difference has been observed in perceived dependence. This supports the internationa
application of the four purchasing situations described by Kraljic: bottleneck, routine, leverage

and dtrategic situations.

The survey results demonstrate that the French are less rel ationship-orientated than the Dutch
purchasers. The French purchasers show avery low level of trust and commitment in the

buyer-supplier relationship.

The results of the survey are supported by purchasersin two focus group discussions. French
purchasers differentiate between the business and private context. In the buyer-supplier
contact the French purchasers act rational and deal-focused. In the persona sphere, during
lunch for example, the French are relationship-orientated. The business and private world

cannot be mixed.

In the business context the purchasers are strongly affected by the professiona culture. The
French purchasing cultureis technical, insisting on expertise and technical performance of the
supplier. The French purchaser is considered to be atough negotiator. The Dutch purchasing
culture is more commercial-orientated. The Dutch are more dependent on the expertise of the
supplier. Thisresultsin higher levels of trust and commitment towards the supplier.




Implications

The results of this explorative study imply that cultural factors affect the devel opment of
purchasing strategies. This means that joining purchasing departments from different countries
can cause difficulties. For the purchasersit isimportant to pay more attention for the

supplier(s background in the devel opment of a differentiated purchasing strategy.

Professional culture deserves more attention in studying the intercultural business context. The
management recommendations based on national differences might not help in the buyer-
supplier relationship. Further research needs to be devel oped to explore the role of culturein

the business context. This should lead to practical recommendations for purchasing practice.




Introduction

In the last decades, the purchasing activity changed from an administrative task to adomain of
strategic importance. In 1983 Kraljic mentioned that the purchasing activity was in most
companies still afunction that was wedded to routine. Purchasing is nowadays a domain that
contributes considerably to the profitability of the company (Chen, Paulrgj, Lado, 2004). The
ongoing trend of increased outsourcing resultsin higher buyer($ dependence that demands

well-devel oped supplier management.

Supplier management focuses on the devel opment of differentiated purchasing strategies (see
Figure 0.1). Themainideaisthat each kind of product or supplier demands a different
strategy. This differentiation of strategies can be developed by a purchasing portfolio analysis.
No best overal approach exists. An appropriate strategy anticipates the purchasing situation
and the expected behaviour of the supplier.
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| |
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Profit Impact
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Figure 0.1: The purchasing portfolio approach according to Kraljic

In the global purchasing playground buyers and suppliers represent different cultures. The
foreseen strategies should correspond to the cultural background of the supplier. Practitioners
mention that it is evident that an intercultural relationship demands another approach. No
research has been conducted to the role of culture in the purchasing activity. This study aims
therefore at exploring the cultural aspects of the development of differentiated purchasing
strategies by the means of a portfolio approach. The main question of the research is: [fo what
extent do cultural differences affect the use of the purchasing portfolio analysis and the

development of differentiated purchasing portfolio strategies?]

The study expected that national culture would influence the behaviour of Dutch and French
purchasersin the development of their purchasing strategies. A Dutch research project to the

development of differentiated purchasing portfolio strategies (Gelderman, 2003) was the basis




for asurvey among French purchasers. Differencesin perceiving the buyer-supplier
relationship have been observed in Dutch and French purchasing practices. These differences
could not be explained by differencesin national culture. The focus group discussions

appointed professional culture as the dominant factor in the buyer-supplier relationship.

The report describes the exploratory study in three phases: the Orientation, Analysis and
Conclusion Phase. The Orientation Phase includes Chapter 1 that elaborates on the context of
the study topic. In Chapter 2 introduces the research design. Part two, the [Analysis Phasel]
forms the core of the report. The Analysis Phase consists of an extensive literature review in
Chapter 3, the development and results of the survey in Chapter 4 and the description of two
focus group discussionsin Chapter 5. The report finishes with the Conclusion Phase:
propositions for further research are worked out in Chapter 6. Chapter 7 concludes on the
explorative study and provides recommendations for science and business practice. Figure 0.2

shows an overview of the report structure.
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Contents

AADSTIACT. ...ttt btk b e a b b £ £ E £ R R R R R e ARt E R Rt Rt bRt et n e n e 3
PTETACE. ...ttt bbb b h bR bR bR Rt R Rt R e bRt h bt n e 4
EXECULIVE SUMMIBTY ...oiviitieiieiee ettt ettt e st sse s e s et eebeeme e s et e et ese et e e neesae et e emeeseeeteene e e entensenneereeneeneas 5
ENEEOTUCTION ...ttt bbb bt bbbt b e bt b e b b e e bt b e Rt e b e b e b e b £ e bt b st eb e s bbb e e b eneens 8
LO0] 01 (=] 0| T T TP TSSO P TP PR TE POV TP PTOO 10
R O] 1 (=) ) 1 T (o OSSP 15
I R [ 01 oo [F ot o SO OSSOSO TP P U PTPTTSRP 15
12 The context Of the SIUAY .......coe ettt e et s eneeseeseeeneenean 15
121 Purchasing and SUPPIY ManagemENT .........c.ooeieeireeere e see e ee e eneens 15
122 Managing Purchasing with a Portfolio APProach .........cceeeeeeeeniieeeere e 18
123 LT AVZ= o = (1o YR 19

R B @ 1= o ol g 1= 1= AP 21
131 IMPression Of tE INEEIVIEWS ..........cooiieeeeee et eeesre e enes 21
132 ANAYSIS Of tNEINEEIVIEWS ... .ottt ettt ese e s e e sae s et enseere e e enes 26

14  Concluding: A study to the cultural dimension in Portfolio USE.........ccocveeeeienieceeree e 28

2 STUAY DBSIGN ..ttt et bbb bR R bR bt R bbbt n et e nes 31
2.1 INEFOUUCTION ...ttt bbb bbbt e et h bt e bbbt st b bt b b e bt nren s 31
P22 2 N 0= 010 )V A o) o 0 o S 31
221 The aim Of the SIUAY .......coeeeeee e s eseeere e nean 31
222 RESEAICH QUESIIONS ..ottt ettt bbbt eb ettt st e et s 32
223 ANBIYSIS SLEPS. ..ttt st b et a ettt b et bbb bRt b st et n et et e ereee 34

P2 B |V 1= oo (o] Lo |V TSROSO 35
231 I 10V o Y/ =TSSP 35
232 GeldermManis QUESHIONNEITE. .......coirueuieirieriesee st st sttt sttt b ettt e et be et e senseseenennens 36
233 D A = YL OSSOSO 37

2.4 CONCIUSIONS... ..ttt sttt sttt r bbb h st b bt bbbt b bt s E bt e bt e b bt ee bt e b bt ne e b bt e bbbt nren s 38

3 LITEIALUIE FEVIBW. ...ttt etttk bbb bbb bbbk b bbbt e bbb eb bbbt ne b ene e 42
30 A | 011 oo [0 1o OSSOSO T TSRO UPTPRRRO 42
3.2 POMFOIO USE ..ottt e b bbbt n e e n e 42
321 POMFOITIO DASICS. ... vttt 42
322 KraljiclS portfolio analySiS N FOCUS ......ciiiiieisierie et 45
323 What determings POrtfolio USE?........co i eeereiiieeiee ettt eere e s 48
324 Conclusions 0N the POrFOliO USE.......ccueiiieeiere e e s 49

TG T o LY = a0 0 (< o< 0 [ ot S 50
331 POWES DBISICS.....c.eveteniieiee ettt b bbbttt b bbbt b e 50
332 GRIOBITNIAN ...ttt e bbb et b e s et bt b e et bt b e se et e b e s e e e st b e nee e eneas 53
333 Concluding on power and dependence and answering research question three..........ccccoceveveuenee. 55

B4 CUITUIE. ettt etttk b b e bt bRt h e b e e e R e Rt R e e b e R e R eR e e Rt R R e e Rt R b enenaenrenn et enen 55
34.1 CUITUIAl DASICS......eeciee ettt b et b e et n e e e neneas 56
34.2 In Focus: Europe, Anglo-Germanic VErSUS LaliN........oovieeeierirneeeeeese e 64
34.3 A DULCh-French COMPAiSON ........oviiiieeees et s e e e e enes 66
344 CONCIUAING ON CUITUIE ...ttt e e seeese e e e s aesseeneeseessesneenean 69

3.5  National culturein the research QUESLIONS.........cc.oirieieee e 70
3.8 CONCIUSIONS......ecueieet sttt b bt e b st E bt e bt e bbbt e bt e b bt ne b bt b bt rn et e en s 73

S 11| /=) OSSP URTOPTOPOP 75
Nt 1011 T (U ot o F OSSPSR PSS 75
42  Usemodel based 0N GEIAEMEN..........coiiiiriiieierere et e eb e 75
4.3  Power, dependence, trust and COMMITMENT........ccviiiriiiiireire e bbb 7

10



4.4 Cultural background Of the SUPPIIEr ..o e 79

45  Hypothesesin the QUESLIONNAITE..........cceiiuiriirieirese sttt bbbt ees 80
4.6  Results of the Dutch FrenCh COMPEriSON .........ccuvireriniiiniese e 81
4.6.1 RESPONSE ...
4.6.2 Profile of the sample
4.6.3 Purchasing within the organisation (position, professionalism and orientation).............cccceveeeeene. 87
4.6.4 Lo o T TSP 88
4.6.5 Purchasing Strategies. Dependence and Trust & COmMMItMENt .........coovioerireereriene e 94
4.6.6 Trust 8Nd COMMITMENT ..ottt r s
4.6.7 Nationality of the supplier
4.7  Conclusions and answering research questions one, two and four...........coceeoveeerereneeceese e 105
5 FOCUS GrOUP DISCUSSIONS .. .c.viiiiiiitiriiisiesteiee sttt sttt ettt sttt sttt b et b et et e b e e e beanes 108
51 100 1 o) o RS 108
5.2
53
54
55
6 Propositions for fUrther reSEarch ... s
6.1 INEFOUUCTION ...ttt bbbt e bt e b et et nn bt een s

6.2  Large scale survey on portfolio use
6.3  Cultura dimensionsin the buyer-supplier relationship

6.4  How practitioners should address the differentiated relationShipS........ccceveevieeere e 121
B.5  POWES <R R h R bR bt n et reneaes 122
T CONCIUSIONS ...tttk b bt h bbb bt h ke e e bbbt e b bt e bbb et s e b e e e b e enen
7.1  Introduction
2 AN 015 a0 = o 1= o = o LS 125
7.3 MAINTINGINGS .ottt bbb bbbttt esbe st e bt et st eseebesbe b eneeaesbeneeneas 126
7.4 Answering the reSearch QUESTIONS..........coueirerieieic et bbb 128
7.5  Reflection onthe MEtNOTOIOGY .....c.ccivririririieieiese e 132
7.6 RECOMMENGELIONS. ...c.citiiitieiir ettt ettt bbb et b st e b e bt neer et n b e n s 133
7.6.1 REFIECHTION ON TNEOIY ...ttt et eeeere e e e naesnenseeneeneas 133
7.6.2 REFIECLION ON PIrACLICE.......eeuereeieiriesee sttt bbb e et e bt 134
L o [T USSR 136
RETEIEINCES ...ttt bbb bbbt b e H R bt b e £ £ e bbb £ e bt bbbttt a e b et r b e b 137
AN ] 1< T o1 143
AppendixX A : INLErVIEW SChEAUIE.........c.eieee et e e sae s e e enes 144
Appendix B : The French QUESLIONNEITE...........coveeeierieeeieeesesesieeee et ee e se e e e esaeseessesseeneeseesaeeneensenes 146
Appendix C : Guiding questions for the focus group diSCUSSIONS..........ccciririeeriininenisise e 153

11



List of Figures

Figure 0.1: The purchasing portfolio approach according to KraljiC .........coeveeiriineiinieniiee e 8
Figure 0.2: StruCtUre Of thE FEPOM .........e.iieirieieceie et bt bbb s sesbenee e nrens 9
Figure 1.1: Networks of supply chains competing in a globalised iNdUSLIY..........coeiiiniininineiene e 16
Figure 1.2: An overview of purchasing related terminolOgY ..........oceovrirrierenienereeee e e eneens 18
Figure 1.3: Definition of [EQOiatiONDL.........eoieieereee e seesee e s eneeneeetesee e e enaessesneeseens 19
Figure 2.1: Overview of the five reSearch QUESLIONS...........ccciiiieiiiieieese e b 33
Figure 2.2: Definitions of basic terminology iNthe SEUAY ..........ccviiiiieeneeee e 34
Figure 2.3: SUCCESSIVE FESEAICN SLEDS ......ceiieeeiieeeeesierte et eseesee sttt eeeeeeste st e e s teseesseeseeseesaeeseensenseesesaeeneensessesnensenns 34
Figure 3.1: Overview of the most important purchasing portfolio StUIES.........ccvveeierriereeee e a4
Figure 3.2: Purchasing Portfolio Model of Kraljic with proposed Strat@gies..........eevevvieeircerreneneeereese e 46
Figure 3.3: Kraljic quadrants With propoSed StralEgIES..........cveiuerririee e e e seereeree e ree e stesee e e saessesneeseens 47
Figure 3.4: Strategies towards the supplier in the strategic quadrant (Kraljic, 1983) .......cccoeeerenerveierieneieeens 48
Figure 3.5: Different views on the role of power in the purchasing portfolio matrixX ...........cccceecerivrevereniencencnene 52
Figure 3.6: Distribution of power in the Kraljic matrix as expected and observed (Gelderman, 2003)................. 53
Figure 3.7: Hall, Hofstede and Trompenaars, Hampden-Turner COMpPared............cceoveveienieeeeneseneeseeseseseeneens 58
Figure 3.8: Dimensions Of HOFSLEAE ........cuiiiiiiiiecc e bbb st 61
Figure 3.9: The five dimensions related to human relationships according to Trompenaars, Hampden-Turner

(1S I SO 63
Figure 3.10: The Dimensions of Hofstede in the Germanic, Nordic, Anglo-Saxon and Latin cluster ................... 65
Figure 3.11: Scores on cultural dimensions for France and the Netherlands............ccccocvieiiicnencceieccee, 66
Figure 4.1: Variables and operationalisation of POrtfolio USE........cuveiierinieiecceiese s 76
Figure 4.2: Variables and operationalisation of purchasing Sophistication...........cccecvvivieininenneseeeesee s 7
Figure 4.3: Variables and operationalisation of relationship charaCteristics........vvveierriieneirre e 79
Figure 4.4: Distribution of respondents over the four parts of the questionnaire...........c.cccceovirernenccnienenenee, 82
Figure 4.5: Function of respondentsin the French (FR) and Dutch (NL) Sample.........ccovveiininnienineicnicncneenenen 83
Figure 4.6: Distribution of company size in the French and Dutch sample.........coeoiiniiniiicineseeeseee 83
Figure 4.7: Industry composition of the French sample, French industry figures and the Dutch data................... 85
Figure 4.8: Purchasing sophistication comparison of the Dutch and French sample..........cccoovvvriecenienccnenene 87
Figure 4.9: Distribution of the users of portfolio analysisin the French sample........c.ccooevviiiiennenccecenceen 89
Figure 4.10: Reasons for non-use Ccomparison of the Dutch and French sample........ocooeviieinencccnccncnee, 91
Figure 4.11: Reasons for use [lcomparison of the Dutch and French sample.........ccccvovininininenececesceeen 92
Figure 4.12: Dependence in the matrix for the French SAMpPle ........ccooviieeecesescere e 95
Figure 4.13: Dependence in the matrix for the DULCh SEMPIE.........ccooiiieoieieer e 96
Figure 4.14: Behaviour of buyer(s and supplier[s dependence in the Dutch and French sample..........cccccceeeeeee 96
Figure 4.15: Average scores and mean differences for the French and Dutch sample..........ccovvevninecnicncnenenn, 98
Figure 4.16: Behaviour of relationship characteristics over the different quadrants in the Dutch sample........... 100
Figure 4.17: Behaviour of relationship characteristics over the different quadrants in the French sample.......... 101
Figure 4.18: Trust and commitment towards suppliers of French, Dutch, Italian and German nationadlity ......... 104
Figure 4.19: Trust and commitment towards suppliers of Latin and Anglo-Germanic origin .......cccccevevveeeeeneene. 105
Figure 5.1: Effects of professional culture based on Ulijn and Kumar (2000)........cccocererreerererereereeneeseeeeeenes 112
Figure 6.1: Buyer[$and SUPPli€rlS PEISPECLIVE........oieeiee ettt sttt et s e eneesee e eneeneenes 121

12



Part

ORIENTATION PHASE




Context of the study




1 Context of the study

11

Introduction

This study initiates from the fact that the development of purchasing strategies takes placein
an international context. Supplier management by the portfolio analysis therefore deserves
more focus on the intercultural dimension of purchasing. This chapter searches for answering
the following questions. What is the connection between purchasing portfolio use and
intercultural management? Why isit important from science and practice to devel op research
in this field? And what developments lead to the questions that form the body of this
exploratory study? In this chapter the context and the developments will be discussed that
result in the formulation of the aim of the study. Paralle to the exploration of the theoretica
context, orienting interviews have been conducted with Dutch and French purchasing
managers. These were open semi-structured interviews in order to develop a [fegling of the
fieldl The literature review and the orienting interviews are the ingredients to the iterative
process of devel oping the research design (Chapter 2).

This chapter will discuss the context and necessary background for conducting the study.
Firgt, literature is reviewed to attain an overview of the current state of academic research.
Definitions and terminology will be provided. An impression will be given of the orienting
interviews to relate the theoretical background to purchasing practices. The chapter will

conclude by setting the scope of the study.

1.2 The context of the study

121

Purchasing and Supply Management

Purchasing has been a fast devel oping domain during the last decades. Due to changesin the
competitive position in Western Europe the strategic focus of companies has changed. The
competition from Asiaand Latin Americaistough. At the same time, the devel opment of new
technologies does not take place in Western Europe (Van Weele, 2005). Thefocusis set on
the core competence of the company; other processes are preferably outsourced. While the
amount of outsourced products and services increases, the strategic importance of the
purchasing function becomes obvious. The purchasing activity has developed from aclerica
activity to avaue adding business process. Currently the benefits are mainly demonstrated in
cost reducing activities. Van Weele (2005) points out that fifty percent of the costs of goods

sold is represented by purchased materials and services. It is no surprise that the position of

15



purchasing and supply chain management increased in attention within many industrial

companies.

The more companies focus on their core competence, the more they outsource their secondary
activities. Together with improved transportation facilities and the possibilities of information
and communi cations technology the purchasing market covers the whole world (Van Weele,
2005). Monczka and Trent announced aready in 1998 an unquestionable increase in foreign
sourcing. The supply chain involves more separate links to come to one final product. The
separate links can provide better and newer technol ogies, but the forces need to be joined to
bring the final product to the final customer. Sustainable competitive advantage cannot be
achieved by one link only. Orchestration of the total supply chain is necessary. The interaction
between the buyer and the supplier has become even more important than before in order to
compete in aglobalised economy. Figure 1.1 shows arepresentation of today[$ competition

between supply chains.

Fluid buyer-supplier
refationshi

Figure 1.1: Networks of supply chains competing in a globalised industry

The figure shows two supply networks in a globalised economy. The competition does not
appear within the chain, but between chains. The competitive advantage depends on the
performance within the supply chain. The communication between the different linksis
essential in optimizing performance. Thisis the buyer-supplier relationship. Purchasing is
obviously adomain of strategically importance.

For a company to excel in the chain an outstanding supplier baseisindispensable. This

demands the appropriate competences from the purchasing managers. During the nineties

16



purchasing grew from an administrative job to a strategic activity within larger companies
(Monczka, Trent, 1998). Purchasing managers|eave their traditional, operational rolesfor
strategic pivot positions in which they actively manage the supplier relationshipsto achieve
better performance; both for performance in the company and in the supply chain. Despite the
rapid changing environment and the announced focus on managing the external supply chain
(Van Weele, 2005) few research has been conducted on purchasing management as a strategic
activity. Even if research is conducted no attention has been paid to the intercultura character
of the activity. In addition, the partner from sales on the other side of the table is often
knowledgeable on the cultural background of his customer. Sales divisions are even organised
by geographical characteristicsin order to better serve the customer. Also for the purchaser
the supply market isinternational. The technologies and competences that are sought involve
relationships with foreign suppliers. A challenge considering the different language, working
method and cultural background of the supplier. It issurprising that in the current position of
the purchaser in search of the best supplier, little attention is paid to the cultural characteristics
of the supplier. The cultural dimension is a necessity for buyers asfor sdlersin their global
sourcing activities (Gesteland, 2002).

In this study [purchasing(is used to address many purchasing related activities. Figure 1.2
presents an overview of the main activities related to [purchasinglCl

Purchasing Related Terms

Purchasing and supply management is a general term that covers many different activities. Shortly
some of the terms will be explained to provide the reader with an idea of the range of aspects related
to purchasing and supply management.

Purchasing. [The management of the company[s external resources in such a way that the supply of
all goods, services, capabilities and knowledge which are necessary for running, maintaining and
managing the company(s primary and support activities is secured at the most favourable conditions[]
(Van Weele, 2005).

Procurement. Activities for and management of the incoming goods flow until the moment they enter
the production process. It adds on the purchasing activity also material requirements planning, stock

management and transportation.

Initial buying. A part of the purchasing activity that focuses on the commercial aspects of
purchasing. It includes the preparation of the purchase order specifications, the selection of suppliers,
the negotiation with suppliers and the actual contracting.

Purchasing management (supplier resource management). All activities necessary to manage
supplier relationships, aiming at structuring and developing the purchasing process within the

organisation and towards the company(s suppliers (Van Weele, 2005)
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Sourcing. Activity aiming at securing the supply of purchased goods on the long term. It includes

purchasing market research and alternative sources of supply.
Supply Management. The same as procurement, but performed in a manufacturing organisation.

Supply Chain Management. The management of not only the direct resources of the company, but
also the indirect ones. Managing the suppliers of your supplier.

Figure 1.2: An overview of purchasing related terminology

Managing Purchasing with a Portfolio Approach

An increased importance of supplier relationship management isreflected in literature (Van
Weele, 2005, Cox, 2001, Bensaou, 1999, Olsen and Ellram, 1997). Since the nineties the
cooperative (partnership) approach started to overrule the traditional competitive methods.
This approach would lead to better company[$ competitive position. Since purchased products
contribute significantly to the costs of the company and to the performance of the company, a
well-developed strategy contributes to cost reductions, quality improvement and technology
improvement in product and process (Monczkaet a., 1998). In accordance with the changing
character of purchasing, other means of management have been developed. The most
important approach for analysing, devel oping and eval uating purchasing strategies is proposed
by Kraljic. In 1983 Kraljic introduced a portfolio approach in purchasing and supply
management. The use of portfolio originated in the financia sector, but found its entry in
more strategic domains like investment theory, marketing and strategic management
(Gelderman, 2003). Such a portfolio approach aims at facilitating the strategic planning
process. For the purchasing domain Kraljic applied a portfolio analysisin order to Ominimise

supply vulnerability and make the most of potential buying power(Krajic, 1983, p. 109).

Along with the focus on the supplier relationship the power perspective received more
atention. Although the individual target of acompany might be rather clear, the actud
performance of a certain strategy depends on many more factors: the aims of both parties, the
attitude in the process, the power distribution, the characteristics of the organisations, the
buyers and the suppliers themselves. The aspects of the strategy development show similarity
with the negotiation process (see Figure 1.3 for adefinition). Two parties, that have mutual
and different interests, try to come to an agreement. The actions in the buyer-supplier
relationship are amelange of rational choices and emotiona drives. E.g., the Dutch are
steering in their negotiation behaviour, while the French show atendency to grounding and
expanding, in order to explain in detail why the other party should join the deal (Hendriks,
Ulijn, 1992).
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Negotiation. [Negotiation is a process in which two or more entities discuss common and (apparently)
different interests and objectives in order to reach an agreement or a compromise (contract) in mutual
dependence, because they see benefits in doing sol(Hendriks, Ulijn, 1992).

Figure 1.3: Definition of negotiation

In an international context the process involves more aspects to manage a buyer-supplier
relationship. Ulijn and Strother (1995) describe the strategic aspects of negotiation that form
the essential drivesin any relationship: different objectives, common interests,
(inter)dependencies, benefits of the relationship, etc. The importance of adriver and the
corresponding behaviour differ from country to country. One would assume that knowledge
on the cultura background is essential for devel oping a match between the partners. Actudly,
the management tools do not incorporate cultural differencein their approach. They assume
that management can be performed identicaly in any relationship. In thisview, there exist one
single best solution. But are the approaches used the same over the different countries? E.g. do
we speak of the same approach when mentioning the purchasing portfolio analysis of Krajic?
Probably people that are acquainted with the tool will see the same matrix, but do they
interpret it the same way? Does the same approach lead to the same strategies? The drive for
using the portfolio is to manage power in the buyer-supplier relationship. How do different
nationalities perceive power and how do they deal with it in the relationship? Are management
solutions universal? Trompenaars, Hampden-Turner (1997) speak of typical Anglo-Saxon
management doctrines. Human resource management, intercultura studies are examples.
Thereis apparently a different focus of interest. Hofstede (1997) speaks about [the mental
programming of the mindd A difference between cultures in addressing strategic management
toolsisvery plausible. Following this reasoning two aspects seem to explore the intercultura
domain in the use of a management tool like the purchasing portfolio analysis:

e Theactua use of thetool (e.g. isit applied, why isit used and how?);

e Thestrategiesthat result from it (e.g. the approach of the relationship, the objectives
and devel oped tactics to realise the strategy).

Initiative for a study
The initiative of thisstudy isthe result of the perceived large increase of global sourcing. The
buyer-supplier relationship is subject to mgjor related changes. A worldwide network of

physical distribution, information technology and international cooperation change the
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purchasing landscape considerably (Monczka, Trent, 1998). The buyer-supplier relationship
becomes more complex, involving more suppliers from different nationalities. In the buyer-
supplier relationship, power and dependence are the essentia drivers (Van Weele, 2005;
Gelderman, 2003; Cox, 2001a, 2001b). Cox, Van Weele and Gelderman point out the
important role of power in the purchasing portfolio approach. Power is one of the implicit
parts of the purchasing process. In the research of Gelderman (2003), power and dependence
are crucial aspectsin determining the differentiated strategies within Kraljicls$ purchasing
portfolio model. The management of these dependencies becomes more and more important
with the ongoing trend for outsourcing. This management of power is subjective of nature. A
choice for a purchasing strategy strongly depends on contextual factors. Jean Monnet stated on
the integration of Europe that Ctulture is the context in which things happen(Trompenaars,
Hampden-Turner, 1997, p.8). The orientation of the relationship is strongly dependent on the
perception of power (Ulijn, Gorter, 1989). The buyer-supplier relationship is like the
negotiation process not merely arational activity; it is continuoudly influenced by personal
variables: attitude, habits, basic values and other culturd patterns of the nationalities involved.
The increasing importance of power in the purchasing strategy deserves attention in the
intercultura business context. The desire to control power in the buyer-supplier relationship is
at the heart of today[s purchasing activities. An important question with regard to purchasing

portfolio management is:

To what extent do cultural differences affect the development of purchasing portfolio
strategies?

The use of the tool aswell asthe resulting strategiesis of interest in an intercultura study. The
scientist explores the applicability of developed tools; the practitioner usesit for devel oping

hisinternational strategies. The focus is complementary.

For exploring the impact of culture on the use of the purchasing portfolio analysisit would be
nice to pick out a specific example to demonstrate possible differences. The main trading
partner for the Netherlands is the European Union. Within the European Union there are many
cultures that might cause a difficult situation. A general cultural issueis posed by the Latin-
European cultures and the Anglo-Saxon, Germanic and Nordic cultures. Besides a strong
interest in exchange, thereis an increasing number of mergers and acquisitions within the
European Union countries. European cultures seem similar and few cultural clashes are
expected. The opposite istrue. Business relations within Europe are often confronted with
difficult negotiations due to cultural differences (Ulijn and Gorter, 1989). The cultura
distance between France and the Netherlands is a good example. The scores on cultural

dimensions of Hofstede (1997) demonstrate impressive differences in how the two countries
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deal with e.g. hierarchy, status, uncertainty and relationships. In an exploration of cultura
factorsin purchasing the Netherlands could be a representative of the Anglo-Germanic

culture, while the French represent the Latin culture.

1.3 Orienting Interviews

131

The discussion of literature showed that studying the intercultural dimension of purchasing
portfolio strategiesis of importance. An interest from purchasersjperspective is expected as
well. In a series of three orienting interviews the role of the intercultural dimension in the
purchasersdaily life will be explored. The interviews represent Dutch and French (former)
purchasers that have been involved in Dutch-French buyer-supplier relationships. The
interviewees come from the industrial sector. The companies represent two industries:
electronics and automobile industry. The interviewees are both of Dutch and French
background. Astheseinterviewsaim at devel oping afeeling of the field, companies with
experience in the use of portfolio models have been approached to explore the buyer-supplier
relationship, the role of power and dependence and the influence of culture on the relationship.
This section discusses the impression based on the semi-structured interviews. The structure
that was used during the conversations and the guiding questions are attached in Appendix A.
The topics that have been addressed are:

The importance of culture in purchasing activities;

e Theusof purchasing portfolio tools;

e Thebuyer-supplier relationship in general;

e Therole of power and dependence in the buyer-supplier relationship;

e Theculturd differences between the Anglo-Germanic (Dutch) and the Latin (French)

buyers and suppliers.

In total three interviews were performed. The conversations were al recorded and awritten
report was sent for approval. The foll owing subsection provides an impression of the
interviews. The tone of the interviews is kept. For each topic al three respondents are

presented before continuing to the following topic.

Impression of the interviews
In the first part of the interview, therole of culture in the purchasing activity was addressed.
This question aimed at identifying the motivation for a study in the cultural domain of

purchasing.
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The importance of culture in purchasing activities

The first interviewee mentioned culture as an important topic of personal interest and business interest.
[There is no best option in choosing a specific culture for assuring a good cooperation with the supplier.
That depends on the i ssue you are cooperating on. E.g. in product devel opment the creativity and
flexibility of the French is very inspiring. On the other hand, in a French cooperation one is assured that
changes need to be implemented at the very end, something that would not happen in a German

cooperation[]

(Therole of cultureisinteresting, asthe importance only pops up a the moment that different methods
collide. The effect appears at a later stage in the cooperation. The role of culture and the knowledge
about it (of yourself and your partner) is definitely influencing the success of the relationship.
Respondent one mentioned that the dominant role of the ego plays an important role in Latin culturesl]

The second interviewee pointed out that the cultural dimension is strongly neglected in purchasing.
[The buyer-supplier relationship is hardly supported by an all-round view on the relationship. Thereis
only attention for the position of the own company, not for the way the supplier might see the company.
In the purchasing perspective is limited to the product and lacks involvement of the supplier view. This

is part of the purchasing culturell

The third interviewee is of French origin and provided the interviewer with the following response. f
acultura difference exists this difference manifests between a relationship with a French supplier and
non-French supplier. In the non-French purchases there is no difference made between Dutch or other
nationalities. In case of international contact, the partners have all been internationally exposed. The
contact takes place in an [international contextl] There is no need for adaptation; there exists acommon

international business style. Only in Chinese contact the cultural dimension is of interest(]
Purchasing portfolio management

In the second part, the interviewees have been asked to talk about the use of the portfolio analysis
within the companies. With regard to the use of purchasing portfolio management, all plants apply a
portfolio analysis. Thetool is applied to identify the different positions of products and their required
relationship characteristics. The focusis put at the strategic products. One of the respondents said that
(fhe aim is to create a partnership, atrustworthy relationshipll In their case Monczkais used
continuously to identify the areas in which we can differentiate. They see no reason to squeeze the
supplier. The central question ishow to improve together? Thisis what they call [felationship massagell

The buyer-supplier relationship
The next phase addressed the buyer-supplier relationship and its success factors.

The first respondent starts from an objective perspective. [The choice of asupplier is determined by
performance and competitive performance. The same quantitative objective criteria exist for every

supplier. Culture does not play arole. Only in case of ajoint development project, culture could play a
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rolein theinitial phase of supplier selection. The way of working is crucial in the process, the people of
our company need to cooperate directly with the partner. In this case, the preference was a German

partner instead of an Italian one. After the first round, criteria that are more subjective enter the decision
process, e.g. possibilities for cooperation. In this stage, culture does influence the process, because trust

isindispensable in cooperating. So, after qualifying the suppliers there is more room for emotionsl]

[Are we aware of the role of culture? Limitedly. To minimise the influence of the cultural perspective,
the company insists on the use of objective and measurable criteria. The buying party is more dominant
than the selling party is (automotive industry). The attitude of the purchaser is therefore more arrogant.
Thereisless need for adaptation. The structure of the sales function is often organised according to the
geographical position of the customer. The purchasers do not feel this urge and such an organisation

structure cannot be observed in purchasingll

[The buyers are involved in purchasing activitiesin at least five different countries. The company
culture plays an important role in this context, more than national culture. In the preparation phase the
orientation is the company. In addition, the professional cultureisinvolved. A development project
results in a complex mechanism of many different partners that need to be involved in the process. The
activity of the purchasers takes place in an environment that is independent of national culture. The task
is buying, negotiating and then move on. Everywhere the same game is performed. Thereis more
attention for professional culture than for nationa culturell

The second interviewee provides the following information. [The essential aspect of a successful
buyer-supplier relationship existsin the creation of awin-win situation. There is no need to play hard to
hard. There are many possibilitiesto break down barriers. Small talks and alittle present are examples,

but you need to know what is accepted in the country visited(]

[The buyer-supplier relationship is equal to [éxperiencingCit. The perception the supplier of the
company is crucial, but often neglected by purchasers. For Latin culture this feelingCwithin the
relationship might even be more important than for Dutch people. How do they judge the company,
what isthe value of the relationship, what are your capacities? Even the representative at the negotiation
table is judged upon his behaviour. All these aspects contribute to the impression that the company
leaves the (possible) supplier. For Latin culture the representative and the organisation are more
imposing the devel opment of the relationship with your company(]

[The image that exists of the difference of the Dutch is [Americans/Dutch want to score, but there needs
to exist a sensitive relationship to be able to form it and discover the real vaue/hierarchy[J A Latin
counterpart will talk more easily in a comfortable context. Thisincludes an introductory talk about the
current location, the city or country you are in at the moment. Later on during the informal part topics

like politics, football might come up. Just start with the relaxing part!

The third intervieweels first aim isto create a value network. [Bometimes a win-win situation is not

evident. In the dependence on the supplier, the time to market is negatively affected. In those situations,
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we try to devel op a counter network. What can we do to appeal to the partnership? We create a separate

sub-network that isin the interest of the supplier. The supplier can join later onll

[The success of arelationship can be devel oped by a trustworthy relationship between the [high-level-
guyslof both companies. This mutual understanding demands support from a well-underlined
communication and strategy. The musts are a strategy, an open relationship and clearance on the value
that the relationship brings to both parties. A plusisthe good (personal) relationship between the

executives of the relationshipl]
How do they deal with power and dependence?

Interviewee one: [In the automotive industry is the position of the buyer more dominant. Theaimisto
continuously maintain this preferred position. It is getting harder with the decreasing physical contact
with the supplier. In case the roles change the relationship is very important. There needs to be areason
for the supplier to deliver to you instead to prefer the competition. With the increasing scarcity of steel

the relationship might get more important(

(When investing in arelationship, in case of partnerships, the background of the supplier isimportant.
We tend to avoid possible problems instead of seeking them. We prefer similar cultures. For long-term
relationship we freeze the power situation in contracts. For abalance in therelationship it is good to
freeze this part. The power game is only expressed during the negotiation on the contract and when one
party wants to change the terms. The aim isto position the company in the best way and to make the
power position explicit. This power position is not only determined by the relationship between you and
the supplier but also by al other partiesthat operate in the same context. Thisis a professional

characteristic of the job. The same rules count in France or Italyl]

[(However, in most Latin countries the link to the personal context islarger. Old inequalities and
preferences do play arole in the business context, in positive and in negative sense. If an Italian
supplier was personally hurt by a move of the company he might get back to you in a deal five years
from now. The ego isan important ingredient in the Latin cultures. Dutch purchasers easily offend their
supplier with their direct approach. Thisisthe moment where you pass the professional context and
reaches the personal perception. There the national culture will appear. One can expect adirect,

culturally determined reactionll]

Interviewee two mentions that power is a difficult topic. (Latin cultures hate power when it is explicit.
It is Anglo-Saxon to touch upon the topic directly. They also like to [playCwith power. The interviewee
prefersto call the power situation a (el ational situation] Of course, power positions exist, but it is
implicitly present and does not directly affect the conversation. The conversation with a monopalist is
the same as with any other supplier. If there is one partner that gains too much with the relationship
thereis a problem. Negotiation is about feeling, about along-term relationshipl] The interviewee
provided a metaphor to illustrate the difference. He compared the buyer-supplier relationship for the

L atin-Europeans as the way Italians prefer their food. [The menu does not determine the dinner; the

menu is only areference. The dinner starts with a nice talk with the waiter or, preferably, with the
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owner of the restaurant. With enjoyable enthusiasm they discuss about Italy, about the restaurant and
both families; a comfortable contact |eads to the recommendation of good meal. The chef might prepare
himself a delicious meal. He says (1 still have something special in the kitchen, don{ worry, you will
have the best dinner[] For Latin-Europeans negotiation is not about the pricelist, it is about the feeling,
the long-term bond that develops. Thisis a major difference between the North and the South of
Europe. Even if the other has a strong power position (e.g. monopolist) the aim isto create a
relationship in which both gain. That is the reason why charismais crucia in purchasing: strength can
be shown without using any form of powerl]

Interviewee three formulated it the following way. IDependence is not the issue if you develop
different drives. The main drive is that each party gains by the relationship. In the situation that the
purchaser is dominant, he behaves nicely. The company is concerned about long-term viability. We

discuss with the supplier how we can invest in efficiency and quality(l

Difference between Anglo-Germanic and Latin Europe

Interviewee one: [(We are not able to exclude our prejudices. A German supplier is preferred to a
French supplier. The language does play an important role in the buyer-supplier relationship. When
using the English language the communication is reduced to an exchange of information. Positive and
negative effects are flattened out. The process becomes less effective. The English language reinforces
amore Anglo-Saxon attitude. Maybe thisis not what you are aiming at in the development of a
relationshipll

(In the Dutch-French relationship the Dutch definitely need to work on their rudeness. Even the
Americans think of the Dutch as blunt negotiators. The French appreciate it when you are
knowledgeable about their culture and country. Personal interest is a good basis for the relationship. In
France, national pride is a dominant factorll [The organisation of a Dutch company can disturb the other
party. The decentralisation of our organisation confused the German or French partner. They cannot

decide without the permission of the boss. In the Netherlands, it is not clear who decides(]

Interviewee two: [FFor the French the power existsin arguments. They want to know why an offer is
suitable. Therefore, it will be better to explain the price structure than to mention aminimal price. The
French are talented in bringing up problems. This Cartesian attitude can create ten problems out of one
solution. The explanation that goes behind this behaviour is the desire to protect what is French. The
intellectual aspects are important in convincing a French supplier. Thisis opposite to the Anglo-Saxon
attitude. The French chauvinism is strong. They need to be sure that there are answersto al questions.
One has to know that the negotiation is not in danger; they need to be surell

In the Latin context attitude and dress code are important. Nevertheless, they are more relaxed about it
than the Dutch. Hierarchy and respect are based on the content. The position itself is not very special,
unless the person has something special. In the Latin culture only business is done with someone of
value. Thisvalueis based on the content and expertise this person brings. In the same time there exists
respect based on age and seniorityl]
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(In the relationship between Dutch and Latin business partners the Dutch should insist less on
effectiveness and efficiency. Thisisinterpreted as disrespect for culture. The small talk is ho waste of
time. The Latin counterpart is aiming at the same goals as the Dutch, but that is regardless of the small
talk. Thetalk even fastens the process. The relationship develops naturally when there is more room for
the personal relationship. Dutch are result-orientated. Onetravel ayear visiting all suppliersisno
option, the relationship devel ops by meeting each other. Relational dependency is the result. For short-
term hit the Dutch approach can be applied, but there is no basis for further contact. In an interpersonal
relationship fewer words are needed. The process develops naturallyCl

The third interviewee points out that the French and Dutch have a different way to develop a
partnership. [A French purchaser is more rationa. The Dutch one is more affective, passionate and
emotional about the relationship. Nevertheless, the French are capable to develop stronger relationships.
They have arational attitude until the moment they have to leave the relationship. They find it difficult
to leave the partner and to accept the end. The emotion of the French purchaser is built on astrong
rational and logical approach. The basis of French purchasersis engineering. They work out everything
in order to create a powerful basis. The Dutch on the contrary are better communicators and more easy-
going. They are very talented at the sales part of businessl]

One of the respondents added a note on the different behaviours among nationalities. The purchasing
profession started to develop in the late 70s. In France this process started much later. The Latin
countries are far behind in this process. Thiswill make comparison difficult.

Analysis of the interviews

From the interviews can be concluded that the purchasers consider culture an interesting
domain for improvement. A stronger focus on the background of the supplier involves cultura
elements. The enthusiasm manifested supports the ideathat cultureis at the heart of the
purchasing activity. Although culture is an essential ingredient the respondent are diffusein
appointing the cultural element. Oneinsists on professional culture, another considersit and
element in the supplier(s perception. One a so spoke of an internationa business culture. It is
interesting to observe that the Dutch purchasers perceive more challengein the cultural

aspects of purchasing than the French interviewees.

All interviewees apply the portfolio approach. There is no cultureinvolved in thisform of
positioning products and relationships. [The activity of the purchaserstakes placein a
environment that isindependent of national culturel] At the same time several examples of
differencesin culture are mentioned. Apparently thereis atwofold idea. Theinitia idea
appearsto be an international business context without cultura differences. The focus of the
purchasing profession is the [productl] The socid dimension of purchasing seemsto be of a

second order. As soon issues occur they are attributed to cultural differences. Cultura
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differences only enter the stage when posing problems. Therefore, it would even be better if

cultura difference would not be noticed at al by anticipating the possible clashes.

A difference has been observed in attitude. The Latin cultures seem to be more rel ationship-
orientated than the Anglo-Germanic culture. The Dutch are said to be rude, blunt, too much
focused on efficiency and effectiveness. People are aware of the negative effect it has on the

relationship. But nothing is done. The result-focus seems to oppose to the relationship-focus.

With regard to power and dependence the main differenceisthe way of presenting power and
dependence. In the Latin culturesit seemsto be ataboo to explicitly play with a power
position. In the Anglo-Germanic context the power position isto be challenged and to be
made explicit. Apparently there exists a difference between the power distribution and the
relationship.

In the interviews different characteristics of Latin, Anglo-Germanic, Dutch and French culture
were mentioned. The picture changes a bit from respondent to respondent. Some common
themes can be appointed.

e Theview on therelationship. There seemsto be a differencein the way the
relationship is addressed, valued and devel oped. The French are more intensively
occupied with building a strong relationship. The Dutch are more superficial. It could
be that the French are more rel ationship-focused and the Dutch are more result-
focused.

e Communication. The communication is an issuein international negotiation. The
choiceis one of the languages of the partners, or aneutra language. In a French-
Dutch cooperation English for example. The language can cover cultural barriers that
appear in alater stage of the process. The importance of small talk as part of
relationship building is viewed differently. This could be related tot the relationship-
or result-focus of the country. In addition, non-verbal communication expressed in
e.g. dress codes, lunch habits and forms of respect are different between Latin and

Anglo-Germanic Europe.

e Emotion. According to the interviewees the Dutch are more emotiona and passionate
about the devel opment of the relationship. Especialy the French seem to berational in
the orientation phase. The French are more personally attached to the relationship
when it has settled. Two of the interviewees mentioned the importance of theego in

Latin countries. For the French chauvinism was specifically mentioned. Status and
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respect are topics that might also lead to confusion in societies where hierarchy

follows acompletely different structure.

From the interviews has become clear that culture isimportant in the purchasing domain. Itis
aconcern is difficult situation. Often cultural differences are the blame when cooperation
fails. Also in the European context there are patterns in which the southern countries differ
from the northern ones. From the interviews resulted that the way the nationalities address a
buyer-supplier relationship differs. This corresponds to what Gesteland (2002) writes. He
differentiates between relationship-orientated cultures and deal-orientated cultures. The aim of
developing adifferentiated purchasing strategy might change as well with the focus. Thereis
knowledge about portfolio usein Dutch industry (Gelderman, 2003). A relationship focus
might not favour such a universal approach. Therefore, a question that needsto be asked in
relating intercultural management and purchasing portfolio strategies is whether thetool is
actually used in the same frequency. Related questions that follow directly could be [n what
way isthe such an andysis applied?land [dloes it result in the same kind of strategies?(]

It isthe strategy whereit isall about. If the focusin the relationship is different, the buyer-
supplier relationship might show different characteristics: leading to different behaviour and
other optimal solutions. Considering the portfolio approach, the situation in which one speaks
of astrategic product/supplier can correspond to different contextual aspectsin the different
cultures. E.g., the behaviour in a strategic partnership might still be far more commercial in a

Dutch context than in a French context.

Thelist of interviewees and the interview schedule are added in respectively Appendix A and
Appendix B.

1.4 Concluding: A study to the cultural dimension in portfolio use

Theinitiative of this study isthe result of the perceived large increase of global sourcing
during the last decade. A worldwide network of physica distribution, information technol ogy
and cultural barriers changed, change and will change the traditiona landscape considerably.
The buyer-supplier relationship is subject to major related changes. The level of outsourcing
increases and the dependence on the suppliersincreases accordingly. The purchasing activity
becomes adomain of strategic importance. There appear to be similarities with the approach
of negotiation strategies. Both are focusing on different objectives, common interests,

dependencies and benefits.

From theinitial literature review and the orienting interviews can be concluded that the
cultures have a high impact on the success of a strategic buyer-supplier relationship.
Especially when problems occur the cause can be attributed to clashesin cultural background.
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Purchasing managers from both Dutch and French origin consider the intercultural dimension

aneglected aspect of the purchasing activity.

Three dimensions of interest appeared throughout the chapter: the actual use of the tool, the
role of power within the relationship and the characteristics of the buyer-supplier relationship.
Literature and interviews point out that the role of the relationship is a striking difference
between the Latin and Anglo-Saxon culture. This difference supports the idea that atool used
for managing the supplier relationship is not universal. In a Dutch [French comparison the
actual use of the purchasing portfolio analysis need to be explored.

Power and dependence are the link connecting purchasing portfolio management and
intercultural management. The portfolio anaysisis applied to manage power in supplier
relationships. This means that the strategy forming is about perceptions. It addresses the
importance of the perspective, incentives and attitudes of the partners. Therefore, when
exploring the cultural dimension in purchasing portfolio management, both the tool and the

resulting strategies are affected by culture. The general question driving thisstudy is;

To what extent do cultural differences affect the development of purchasing portfolio
strategies?

What cultural factors do lead to perceptions differences? If cultura explanation can be
identified for differencesin development of abuyer-supplier relationship, this should become
part of the strategy development. Before jumping to conclusions the relationship between
differencesin purchasing portfolio use, perceptions of power and dependence and culture need

to be made clear. That isthe aim of this study.
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2 Study Design
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Introduction

The theoretical background and orienting interviews provided the context in which this study
develops. This chapter will elaborate on the structure of the study. It focuses in more detail
what to study and how to conduct such a study. The methodology affects the scope of the
research and the validity and reliability of the results. In an iterative process of exploring the

topic, conducting orienting interviews the approach for this study has been devel oped.

This chapter addresses two main topics: the study approach and the methodology. In the study
approach the aim of the study is set as aresult of the exploration in Chapter 1. The research
questions are formulated and the successive steps of the study are agreed upon. Subsection 2
will focus on how these questions will be answered, the used methodol ogy. The methodol ogy

explains the means used to answer the questions.

2.2 The Study Approach

2.2.1 The aim of the study

The exploration of the cultural dimension in the management of the buyer-supplier

rel ationships can be performed in different ways. This study will try to enter this domain by
using the scientific bases that exist in portfolio management, power studiesin purchasing, the
intercultural management and international negotiation theories. A Dutch study exists on the
use of portfolio modelsin Dutch industry (Gelderman (2003)). Viaasurvey on the use of
purchasing portfolio modelsin France, the data can be compared with the researched practices
in the Netherlands. If differences are found, this opens the way for amore detailed cultural
comparison on the attitude in the relationship, the style of applying the tool, and so forth. This
study istherefore afirst step to create abasis for more profound future cultural analysisin

purchasing. The aim of this study is:.

The study aims at exploring the devel opment of purchasing portfolio strategiesin
different national contexts by making a comparison between Dutch and French
practices. (1) The focusin the study isto explore the differencesin the use of portfolio
strategies in the Netherlands and in France. (2)The second part is an exploration of
the role of power in the purchasing portfolio context. (3) The study concludes with a
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post hoc (afterwards) elaboration on intercultural hypotheses of the French and

Dutch differences in the purchasing activity.

The hypotheses are the input for more detailed follow-up research in the domain of
intercultural management that will be discussed in the proposition of further research.

2.2.2 Research questions
The main question that was asked by the end of Chapter 1 was whether there are cultura
differences that affect purchasing portfolio use. This question focuses on the tool itself and on
the resulting strategies. This question will be the main question of this explorative study.

To what extent do cultural differences affect the use of the purchasing portfolio analysis and

the devel opment of differentiated purchasing portfolio strategies?

In order to answer this question the work in this study is split into more specific research
guestions. First, the actual use of the tool will be addressed, followed by the role of power in
the buyer-supplier relationship. If differences are observed, can these be explained by cultural

influences? The questions derived form the main questions are:

RQ1: Aretheredifferencesin the Anglo-Germanic (Dutch) and the Latin (French) use of
portfolio strategies?

RQ2: Why do Dutch and French purchasers use portfolio strategies?

RQ3: What isthe role of power and dependence in the use of portfolio strategies?

RQ4: Arethere differences between the Anglo-Germanic and Latin (respectively Dutch and
French) perception of power and dependence in managing the buyer-supplier

relationships?

RQ5: Ifthereisa differencein the use and application of purchasing portfolio strategies, to
what extent can these differences be explained by national culture?

The study model in Figure 2.1 shows visually the interconnectivity of the research questions.
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Figure 2.1: Overview of the five research questions

The first two research questions explore the actua use of purchasing portfolio modelsin
France compared to the Netherlands. Question three and four focus on the crucial aspect
[power and dependencellin the portfolio approach. The fifth question explores the cultural
dimension in the expected differences between France and the Netherlands; this question aims
at finding possible explanations (hypotheses) for the cultural differences. The study explores
the rel ationship between the three concepts [purchasing portfolio managementl] (power and
dependencelland [¢ulturelin theory and in practice. Figure 2.2 provides a description of the
principal terms used in the study.

Description of terms used in the research design

The working definitions have been explored in the literature review on the three concepts presented

in this study: [purchasing portfolio strategiesl]l[power and dependenceland [Gulturel]

Purchasing portfolio model. Gelderman gives a general portfolio model definition (2003, p. 21):
[& tool that combines two or more dimensions into a set of heterogeneous categories for which
different (strategic) recommendations are providedl] A portfolio approach can be used for
categorizing items, product groups or suppliers. It is also used to identify power positions in the

buyer-supplier relationship (Cox, 2001).

Power and dependence. Power is a function of dependence. [The amplitude of power is
determined by the degree of interdependence, which depends upon attractiveness and availability
of resources and (in the commercial sphere) to the ability of organisations and their representatives
in an exchange relation to convert potential power into actual power: conversion capability
(Ramsay, 1994). Although the definition might seem straightforward, power and dependence are
not easily measured.
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Culture. [Culture refers to a set of shared norms, values, beliefs and attitudes, held by the
members of a group, such as a nation or organisationJ(Schein, 1996, Hofstede, 1991). Culture is
[the collective programming of the mind which distinguishes the members of one group or category
of people from another[J(Hofstede, 1991).

Figure 2.2: Definitions of basic terminology in the study

2.2.3 Analysis steps
Gelderman (2003) devel ops his research project on differentiated purchasing strategies, the
use of portfolio models and the role of power and dependence in the Kraljic matrix. A large-
scale survey was conducted among purchasing managers of Dutch manufacturing companies.
To explore the possible difference in use the thesis of Gelderman will serve as areference
point for comparison the portfolio use and the role of power and dependence. The results of
Gelderman(s survey will represent the Dutch datain the French[Dutch comparison. The
French datais generated in anew survey that is based on the Dutch questionnaire. The thesis
and the survey will be discussed in more detail in Chapter 3. The questionnaire will be
supported by theory and practice in the form of aliterature review and afocus group
discussion.

Figure 2.3 shows the overview of the activities pursued.
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Figure 2.3: Successive research steps




The research stepsin Figure 2.3 describe the research process.

A review of the current literature on cultural dimensions, power, purchasing portfolio
strategies, buyer-supplier relations complemented with orienting interviews with
practitioners are the background for developing a comparative study on the differences
between French and Dutch purchasing managersin use of the purchasing portfolio
model. A French survey will be conducted following the example of Gelderman in 2003.
After a comparison of the results of the French survey and the Dutch data, a post hoc
analysis by means of literature and focus group discussions will be conducted to explore
the role of culture in the devel opment of purchasing portfolio strategies. The study will
result in hypotheses on the cultural factorsin these strategies.

The aim of exploring the difference between Dutch and French attitude in the purchasing
portfolio management isto support further research in the intercultural domain in purchasing.
Based on the results of this study propositions will be devel oped for further research. A
chapter will be dedicated to the discussion of these propositions (Chapter 6).

2.3 Methodology
The study explores the domain of purchasing portfolio strategies and therefore uses existing
literature and opinions of practitioners to find out whether, how and why of purchasing
portfolio modelsin different cultural contexts. Exploration will be supported by qualitative
and quantitative measurements.

2.3.1 Study activities
The framework used for the study is based on three sources of information. By using three
different reference points the researcher is able to better describe the research topic. This all-
round view enhances the delivery of more valid results. Thisis called [riangulation[J(Jick,

1983). The three sources of information in this study are:
1. Survey: replication of the research of Gelderman (2003)
2. Theory: literature review
3. Feel of the field: (orienting) interviews and focus group

The core of the study is the comparative survey on the use and application of purchasing

portfolio. A survey isaproper way to find out the characteristics, behaviours, or opinions of a
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particular population. A sample survey is applied to gather information on alarge group of
purchasers by interviewing only asmall part of the group (Salant and Dillman, 1994). The
survey conducted by Gelderman isamail survey among Dutch purchasing managersin the
industrial sector. To be able to compare the populations on their cultural background the
sample characteristics should be similar. The design of the questionnaire is therefore strongly
dependent on the methods used by Gelderman (2003). Chapter four is dedicated to the

development and construction of the survey.

The second methodology that is applied isliterature for the conceptual framework. A
literature review was conducted in the orientation phase to gain insight in purchasing portfolio
models, power and culture. In Chapter the three concepts are discussed in more detail. Thisis
the input for devel oping the study, the survey and the interviews. The literature will has been
used to explore the existing cultural difference between the Netherlands and France. The main
works used originate from intercultural studies on nationa level. A set of hypotheses was
developed on cultura explanatory variables that might result in different outcomes on the
guestionnaire. These hypotheses concern portfolio use, power and dependence and

relationship characteristicsin four different purchasing situations (according to Kraljic, 1983)

The third approach of gathering information isinterviewing (hands-onClexperts. In the
orientation phase purchas ng managers have been approached with to explore the issues they
deal with in day to day practice. A semi-structured approach was applied. For these meetings
French and Dutch companies were approached. In Appendix A the interview schedule shows
the broad guidelines for the interviews. Appendix shows an overview of the approached
companies. The orienting interviews have been one method of gathering quaitative
information. Another formis an expert(s discussion. The core of the study focuses on the use
and application of portfolio models to explore the different ways of conducting management
of the buyer-supplier relationship. The results of the survey and itsinterpretation will be
exposed to a discussion session in two focus groups. The outline of the discussion is attached

in appendix C.

2.3.2 Geldermanls questionnaire
The study is based on the dissertation of Gelderman [A Portfolio Approach to the
Development of Differentiated Purchasing StrategiesT2003). The increased attention on
supplier relationship management has positively affected the acceptance and use of purchasing
portfolio methods for the pursuit of appropriate and differentiated purchasing and supplier
drategies. Gelderman conducted a large survey (n=216) among Dutch purchasing managers.
The research aims at better understanding (1) the theoretical and conceptual foundations of
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purchasing portfolio models, (2) the actua use of purchasing modelsin practice, and (3) how
they could be used by purchasing professionalsin order to pursue differentiated purchasing
strategies. The latter two aspects are explored and tested in alarge scale survey. Thisformsa
useable basis of the French comparing questionnaire. The survey supports the quantitative part
of the research.

The (expected) perception differences can be measured by a comparable questionnaire aiming
at finding significantly different scores. The comparison is focusing on the way the purchasers
address certain aspects of the buyer-supplier relationship. A comparable set of questions of the
Gelderman survey will be asked to French purchasers. The dimension addressed by
Gelderman (2003) limits the scope of the study. The study focuses on:

e Thebuyer perspective;
e A dyadicrelationship;

e Theexploration of the behaviour of French and Dutch purchasersin genera (no study
of the Dutch-French relationship itself).

2.3.3 Data Analysis
The comparative analysis will be performed by comparing of the Dutch and the French
sample. SPSS will be used to perform the comparison. The two samples are compared based
on the characteristics of the groups. Important are the function of the respondent, the industry
and the company size. It can be expected that the representation of industriesis not similar. It
would not if the sample can be generalised to the national characteristics. E.g. in the French
sample the presence of the automotive industry isvery probable, while thisindustry hardly
existsin the Dutch industrial sector.

Data analysis involved three steps (Salant and Dillman, 1994, Abrahams, 1997):
e Datapreparations. cleaning an organizing the data for analysis
e Descriptive statistics: describing the data, e.g. frequency tables
e Inferentia statistics: testing hypotheses

The data preparation involves dl that is needed to develop an accurate and usable database.
The descriptive statistics provides a smple representation of the data and sample

characterigtics. Theinferentia statistics use specific methods focusing on testing the
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hypotheses. In this study the comparison on the scenarios will be performed by at-test
analysis. This analysis tests whether the means of the two groups are significantly different.
The analysis compares the means with regard to the variability within the samples, the
standard error of the differences. The confidence interval for performing the test is 95%.
Significance is mentioned for an apha-value of lessthan 0.05 ([ihe rule of thumbl]

www .socialreserachmethods.net). For at-test aminimum of 30 responses is demanded to
assume anormal distribution for comparison. The larger the size n of the sample the better the
results. In the Dutch sample the size of usable resultsis n=216. The French questionnaire

aims a a sample size of n= 120.

The second part of the study focuses on the influence of national culture on purchasing
portfolio management. This has amore explorative and qualitative character than the
comparative study on the use of purchasing portfolio models. To indicate the possible cultura
factorsthat affect the use of the modelsfield research is needed. Together with intercultura
management literature hypotheses can be made on the explanatory cultural variables.

Asthiswill be developed in more detail in the second part of the study (Chapter 3), the
methodological part will be extended by the operationalisation of the constructs.

The results of the data analysis are returned to the world of the practitioner. In two focus
group discussions the results are presented. The practitioners are asked whether they agree
upon the observations of the survey. Their opinion is asked on the explanation of the
differences.

Anintercultural study is not comparable to a physical measurement. Much more discussion
exists on the measurement, interpretation and outcomes of socia studies. Theinterna validity
isan essential point for discussion. Does the cause produce the effect that we expected to
observe or are there other plausible explanations? (Abrahams, 1997) This study triesto find a
causal relationship between cultural difference and the development of purchasing strategies.
This measurement is based on the perception of the respondentsin two cultures answering a
list of questions. The possibility for other explanationsto enter the study is quite probable. In
the data anaysis time will be taken to discuss the plausible other explanations for the achieved
result.

24 Conclusions
The developments in the context of purchasing management demanded to focus more on the

cultura aspectsin purchasing. The general knowledge can be specified for application in the
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management of the buyer-supplier relationship. Therefore, the study aims at exploring the
difference in use, the role of power and what cultural explanation could be developed for these

differences.
The research questions addressed in this study are:

RQ1:  Arethere differencesin the Anglo-Germanic (Dutch) and the Latin (French) use of
portfolio strategies?

RQ2:  Why do Dutch and French purchasers use portfolio strategies?
RQ3:  What isthe role of power and dependence in the use of portfolio strategies?

RQ4:  Arethere differences between the Anglo-Germanic and Latin (respectively Dutch and
French) perception of power and dependence in managing the buyer-supplier
relationships?

RQ5: If there are difference in the use of purchasing portfolio strategies, to what extent can
these differences be explained by national culture?

The methodology involves aliterature review, a survey among French purchasers and focus
group discussions. The literature study results in hypotheses based on the current knowledge
on purchasing portfolio strategies, power and dependence, intercultural studies and
international negotiation. In a French questionnaire the hypotheses are tested in comparison
with the existing Dutch sample (Gelderman, 2003). The results of the data anaysis will be
returned to purchasersin two focus group discussions. These discussions aim at exploring the
cultura factors causing the possible differences.
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Introduction
This chapter is dedicated to a profound literature study. It explores what has been written
about the three concepts that are connected in this study: purchasing portfolio strategies,
power and dependence, and culture. For each topic the basicsin the domain are discussed.
After ageneral introduction the literature will focus on the application of the knowledge to the
intercultura influencesin portfolio management. The chapter concludes with hypotheses that
can be made on portfolio use, power and dependence and the characteristic of the buyer-

supplier relationship.

Portfolio Use

What is aportfolio? When is it applied? What purchasing portfolio models exist? And what
determines the use of a portfolio? Previouswork in thisfield is the thesis of Gelderman

(2003). He also devel oped a concept on the variables that influence portfolio use.

Portfolio basics

What purchasing portfolio models exist?

A portfolio approach can generaly be recognised by a matrix of two dimensionsthat is used
for categorizing products, product groups or other desired differentiation items. Gelderman
(2003) devel oped the following definition: a portfolio is [ tool that combines two or more
dimensionsinto a set of heterogeneous categories for which (different) recommendations are
providedl This means that after categorizing the items each quadrant is provided with a
direction for adifferentiated strategy. This definition encompasses the three important aspects
of aportfolio approach: (1) the dimensions for categorisation, (2) an analysis of the situation
and (3) the development of adifferentiated strategy. The tool assumes an intensive discussion
of the users on these three aspects. Authorsin purchasing portfolio models (Kraljic, 1983,
Olsen and Ellram, 1997, Bensaou, 1999, Gelderman, 2003) insist on the importance of
interaction. The power of aportfolio analysisis created by the discussion on the
categorisation, the anaysis and the devel opment of the recommended strategy. Therefore, the

importance is focused on the process, not on the tool itself.
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Dubois and Pedersen (2002) perceive two stagesin the [historylof purchasing portfolio
models. Thefirst wave of models was orientated on categorizing the purchased items and
purchasing situation, initiated by Kraljic (1983). The product focus then turns more and more
to the complexity of supplier management. This focus elaborates on the content of the buyer-
supplier relationship itself (Cox (2001), Olsen and Ellram (1997), Bensaou (1999), Van Weele
(2005)). The second wave isthe main interest of the study performed here. The management
tool addresses a socia phenomenon, the relationship itself. The portfolio analysisis used for
devel oping strategies and communicating these strategies. The cultura background therefore
affects the concept of such atool. From utilisation of the tool to the implementation of the

drategy. In
Figure 3.1 the main purchasing portfolio models are represented.

The Main Portfolio[s in Purchasing and Supply Management

Kraljic (1983). In order to develop more effective supply management Kraljic proposes a portfolio
approach that classifies the purchased goods in terms of profit impact and supply risk. The markets
for these products are analysed to determine the overall strategic supply position. The
recommended strategies are rather general, only for the strategic quadrant a more differentiated
strategy is proposed.
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Olsen and Ellram (1997). Olsen and Ellram elaborate on the factors influencing the dimensions of
the matrix and are more explicit about the strategies proposed. After categorizing the purchased

goods the relationship is analysed for the relative supplier attractiveness (net dependence) and the
strength of the relationship (total dependence). The company can decide to strengthen, maintain or

develop/replace the relationship.
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Bensaou (1999). The portfolio approach proposed by Bensaou identifies two dimensions based on
the level of specific investments put into the relationship. With his findings he can conclude that
there exists no performance difference between the strategies, each quadrant includes well and bad

managed relationships.
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Nellore and Taylor (2000). Nellore and Taylor call for a more integrated purchasing and supply
activity. As well the supplier (external) as the engineers (internal) need to be involved early in the

purchasing process.
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Gelderman (2003). In a large scale survey Gelderman explores the use of portfolio strategies. He
concludes with nine differentiated strategies that represent the dynamics in the Kraljic matrix. He
also measures the underlying dependencies of the matrix in perceived net dependence and total

dependence.

Figure 3.1: Overview of the most important purchasing portfolio studies




3.2.2

Although all approaches address new domainsthey are all based on thefirst portfolio by
Krajic (Gelderman, 2003). It is merely the accent that moves towards the buyer-supplier
relationship itself. Apparently thereis a strong demand for consciously managing the buyer-
supplier relationship with differentiated purchasing strategies. This interest results from the
desire to control the power situation. The concept of power will be developed in subsection

three of this chapter.

Kraljicls portfolio analysis in focus

The increased attention for the portfolio mode in purchasing management and the amount of
many unanswered questions brought Gelderman to the initiative to explore the theoretical and
conceptua foundations of purchasing portfolio models, the actual use of purchasing portfolio
modelsin practice. He aims to understand how they could be used by purchasing professionals

in order to pursue differentiated purchasing strategies (Gelderman, 2003).

Thereview of literature for the theoretical foundation of purchasing portfolio model resulted
in an overview of the portfolio approaches developed since 1983. The concluding comment is
that most models can be considered variation on the first model devel oped by Kraljic.
[Purchasing portfolio models are al aimed at identifying [fun)importantCitems and at
developing different strategies for different categories, using practically the same dimensions,
categories and strategic recommendations](Gelderman, 2003). The questionnaire develops on
the basic matrix of Kraljic. Therefore it would be appropriate to start with a short explanation
of the approach as presented by Kraljic.

The model asintroduced by Kraljic in the Harvard Business Review in 1983 was devel oped
for alarge scale project a Basf in the early seventies. [By now the HBR-1983 contribution
has probably become the most cited and referred to articlein the field of purchasing and
supply (chain) managementd(Gelderman, 2003, p. 63). The semina paper of 1983
emphasised the urgency to devel op a more effective supply management. A tool was
presented in the form of two portfolio matrices to diversity between purchased items and the

appropriate supplier strategy.
The approach shaped the supply strategy in four stages (Krdjic, 1983):

1. Classify al the purchased materials or componentsin terms of profit impact and

supply risk;

2. Anaysethe supply market for these materias;




3. Determinethe overal strategic supply position, and;

4, Develop materiad strategies and action plans.

It is remarkable that this approach of acompany to address its suppliers shows so many

smilarities with the stages of a negotiation strategy as described by Ulijn, Strother (1995).

They also follow the process of exploration of the interests, possibilities and benefits, and

adapting the strategy to the context of the situation between the parties. This supports the idea

that cultural studiesin negotiation could be applied to the specific buyer-supplier relationship.

Stage 1: Classification. The classification of the purchased materialsis represented in atwo

by two matrix with the dimensions profit impact and supply risk. The profit impact is often

determined via afinancia approach, while the supply risk emphasises on the logistical

characteritics of the item, the supplier and the supply market (Gelderman, 2003). Each

dimension can be rated [highCor ow)which resultsin the following representation of

categories.
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Figure 3.2: Purchasing Portfolio Model of Kraljic with proposed strategies

Kraljic attaches four general strategic recommendations to the categorised items. Figure 3.3

shows the four strategies as mentioned by Kraljic. Olsen and Ellram formulated the specific
goasthat go behind the strategies.
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Category

Strategic

Leverage

Bottleneck

Non-critical

Characteristics

Strategic products are crucial
for the process or product of
the buyer. It is characterised
by a high supply risk caused
by scarcity or difficult
delivery.

Leverage products represent
a high percentage of the
profit of the buyer, but there
a many suppliers available. It
is easy to switch supplier.

Although bottleneck products
contribute few to the total
value of the company, they
are not easy to obtain.

Non-critical products (or non-
critical) products are not of
great importance of the
company, they represent a
low value and are easy to
find on the supplier market

Proposed strategy (Kraljic,
1983)

Accurate demand
forecasting

Detailed market research
Development of long-term
supply relationships
Make-or-buy decisions
Contract staggering

Risk analysis
Contingency planning
Logistics, inventory and
vendor control

Exploitation of full
purchasing power

Vendor selections
Product substitution
Targeted pricing
strategies/negotiations
Contract sport purchasing
mix

Order volume optimisations
Volume insurance (at cost
premium if necessary)
Control of vendors
Security of inventories
Backup plans

Product standardisation
Order volume
monitoring/optimisation
Efficient processing
Inventory optimisation

Figure 3.3: Kraljic quadrants with proposed strategies

Verbalisation (Olsen,
Ellram, 1997)

OThe company should
manage these purchases by
establishing a close
relationship with the supplier,
focusing on early supplier
involvement and joined
development of products and
services, keeping a long-
term value focus and
lowering poor performance
costs[]

[The goal is to create mutual
respect in the supplier
relation and communicate
requirements further into the
futured

[The company should try to
establish some sort of
relationship focusing on
concurrent engineering and
involving the supplier in
value analysis in order to
lower the costs of the
operation[]

[The company should reduce
the number of suppliers and
the number of duplicate
products/services
(standardise)d

Stage 2: Market analysis. In this phase the strengths of the supplier are compared to the

position of the own company as customer. This can be seen as the net relative power position

of the supplier.

Stage 3: Strategic position. The strategic items are positioned in a 3 by 3-matrix where the

strength of the supply market is compared with the own company strength. Thisresultsin a

relative power position and a corresponding purchasing strategy. See Figure 3.3.
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3.2.3
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Figure 3.4: Strategies towards the supplier in the strategic quadrant (Kraljic, 1983)

Stage 4: Action plans. ({0 ) the company should explore arange of supply scenarios]
(Gelderman, 2003). This exploration of aternatives should provide the company with a clear
set of strategiesto deal with critical purchases.

When speaking about [The Kraljic model[] the first part of the approach is addressed. During
the de development of the study when mentioning the portfolio analysisthe first matrix is
meant. Thiswill be the matrix on which the use will be explored.

As mentioned before, discussion and interpretation of purchasing portfolio strategiesis
essentia (Kraljic, Olsen and Ellram, Bensaou, Gelderman, etc). The discussion generates the
valuable contribution to the differentiated purchasing strategy of the company. No
comprehensive list of criteriaand factors exists. Thisleave room for interpretations. In a
different cultural context this might lead to different approaches. There is nothing complex
about that. Theissueisthat interpretations of concept and strategy affect the effectiveness of
the strategy of the buying firm. The development of a strategy is based not only on the
perception of the internal position but also on the perception of the other party. The perception
isthe origin of dynamicsin the relationship. In an attempt to control the dynamics of the
relationship it isindispensable that the buyer understands the position of the supplier.
Anticipating possible strategies based on the context (culture) of the supplier.

What determines portfolio use?
Gelderman and Van Weele (2005) state that [purchasing sophisticationCcan be regarded a key

characteristic of the purchasing activity. The term [purchasing sophistication(is

interchangeable with [purchasing maturityll It indicates the level of professionalism in the
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purchasing function of a company. In the thesis of Gelderman (2003) the characteristics of the

purchasing function are expressed in three variables.
e Position of purchasing
e Purchasing professionalism
e Orientation of purchasing

In Gelderman, Van Weele (2005) a positive relationship has been observed between the
position of purchasing and purchasing professionalism with the use of portfolio models. [The
usage of portfolio modelsincreases significantly as purchasing professionalism increases’]
(Gelderman, Van Weele, 2005, p. 9). They conclude with the remark that purchasing
managers who see that portfolio management has not yet entered their organi sation should
start worrying about the sophistication of their purchasing activity. The direction of

rel ationship between use and sophigtication is not determined. It might help to professionaize

the purchasing organisation, using the portfolio approach as atool for change.

Conclusions on the portfolio use

A portfolio isamatrix in which two dimensions are used to differentiate between situations
and appropriate strategies. Kraljic (1983) isthefirst to introduce such an approach in
purchasing management. His portfolio matrix is still the most frequently applied portfolio
anaysis. Thefour differentiated buyer-supplier situations are based on an evaluation of the
dimensions supply risk and profit impact. Thisleadsto a differentiation in purchasing products
and related purchasing strategies:

Bottleneck products

Non-critical products

Leverage products

Strategic products

The development process related to differentiated purchasing strategies involves discussion, a
vision on the position of the company as well as knowledge on the supply market. This
process shows similarities to the negotiation strategy development process. An optimal
drategy can beincorporated if the behaviour and characteristics of the supplier are addressed

conscioudly.
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Gelderman (2003) explains the use of purchasing portfolio analysis by three variables:
e Purchasing position
e Purchasing professionalism

e Orientation of purchasing

3.3 Power and dependence

3.3.1

The definition of negotiation is similar to the interpretation of the successive steps of Kraljic.
The buyer-supplier relationship can be considered an extensive negotiation in a specific
context of abuyer and a supplier. Negotiation literature mentions two magjor aspectsin the
psychologist approach: [power distributionCand el ationship orientation[JUlijn and Gorter,
1989). Within the purchasing literature Cox (2001) mentions that the [power perspectivelds
essential in effective purchasing management. There are severa reasons why power isa
drategic topic in purchasing. First, the historically settled idea of a hostile buyer attitude
towardsisreected. Thisisreplaced by a more long-term cooperative focus towards the
supplier. Secondly, in order to defence the buyer($ position it has aways been aspired to
maintain perfectly competitive markets. Therefore, Cox concludes, the buyer supplier
relationship isin its basics conflicting. But as both parties see again in cooperation a
relationship can occur. The development of arelationship demands some level of cooperation,
trust and commitment. As mentioned before the portfolio model isatool to identify the
relative interest of the purchased goods. The interest in the exchange relationship is made
explicit, related to the externa possibilities for an exchange relationship. It supports buyersin
clarifying their position and with that the power position. Out of this knowledge a

differentiated purchasing strategy can be devel oped.

A short overview of the background and drives of power will be discussed. The role of power
in the Kraljic matrix and the buyer-supplier relationship will be explored. The section
concludes with the Gelderman(s view on power and dependence.

Power basics

Although power isawidely addressed topic and an embedded concept in the buyer-supplier
relationship, a definition of is not easy to formulate. (M ost definitions of power include an
element indicating that power isthe capability of one socia actor to overcome resistance in
achieving adesired abjective or resultd(Pfeffer, 1981, p.2). Power is clearly a characteristic of

asocid relation; one has power over someone else. One actor can make another actor do




something that he would not do otherwise (Dahl, 1957). It isaso related to scarcity of
resources. [TThus, it would appear that the power to control or influence the other residesin
control over the things he values, which may range all the ways from oil resources to ego
support. In short, power residesimplicitly in the other[s dependencel]J(Emerson, 1962).

Dependence is based on the wish or the goal to achieve or obtain something. Pfeffer (1981)
differentiates in dependence that originatesin a desire for resources (resource-dependency
theory) or for reducing uncertainty (uncertainty avoidance). The link between the resource-
dependency theory and the purchasing portfolio model is easily made.

[(Dependence (Dab). The dependence of actor A upon actor B is (1) directly
proportional to Al$ motivational investment in the goals mediated by B, and (2)
inversely proportional to the availability of these goalsto A outside the A-B relationd
(Emerson, 1962).

In this definition of Emerson provides a fluent transition to the internal and external dimension
of Krdjic: profit impact and supply risk. It could be considered the verbalisation of the power
matrix related to the Kraljic model. The criticality of an item resultsin a proportional

dependence of a buyer on a supplier and visaversa.

However, Kraljic did not explicitly mention power in his approach, but it can be easily
interpreted at the background of the categories (Cexploiting buyer power[) and the aim for
decreasing vulnerability and increase the own power position. On the other hand, the drive to
avoid uncertainty isthe ability of the supplier to take away therisksthat a buyer is
encountering. This decrease in uncertainty corresponds with an increase of dependence. The
propensity to avoid the risks related to a new supplier, switching costs, quality, etc, developsa
dependency on the current supplier. Therefore, the buyer is continuously seeking abalancein
creating certainty and reducing dependence. [In other words, buyers and sellers face complex
and difficult choices about how to conduct their relationships in circumstances of uncertainty,
including the absence of full knowledge of what the motives of the other side might be(J(Cox,
20014). Thisillustrates the dynamics of the power situation in arelationship. An agreement
has to be found between the relationa dimension of the relationship and rational thinking.
Thisdrive to continuously work on the relationship explainsthe interest for it in the

development of the purchasing portfolio approach.
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Power Perspective

) Cox (2001). The reason of existence of a certain buyer-

Sharing of Value
Created from the |
feutorste | Adversarial | Adversarial supplier relationship is the fact that there is a gain for both

arm’s length | collaborative

parties. Otherwise the relationship would not be

maintained. In order achieve these individual goals more

Non- Non-
adversarial adversarial . . .
arm’s length | collaborative adversarial ways of sharing value are possible, to be
Eauiy ] achieved in a more collaborative or competitive approach.
Way of Working
Cox approach is based on Best practicesIBut for arbuee of Buyer Inter-

Supplier Pawer|  Dgminance dependence

understanding the best practices of the benchmark example e

the company has to understand the power position it is in.
For appropriate relationship management the current ﬂ ﬂ>
position should be know to develop to a desired state to the .
objective exchange circumstance. Independence | Dominance
Van Weele (2005). In the matrix there exist situations in —
which the power is in balance and some in which power is ot
unequally distributed. Van Weele does not only perceive the o

Not important, Important,
presence of power, but also the related importance of the e e
(un)equality. These are indicated by the power axis and the 7
importance axis. qptertomiied

Hign suppy Kk -
Sromtimaact
T T T Gelderman (2003). Although an equal distribution of dependence

was expected in the non-critical and strategic quadrant, empirical
=T Fomar il

Dom | matance| Do data revealed a vertical distribution. The most remarkable finding
4‘ 4‘ 4‘ was that the supplier is dominant in a satisfactory partnership.
Sy ik

Figure 3.5: Different views on the role of power in the purchasing portfolio matrix

Thelink to cultureiseasily made. In the next subsection will be explained that power
dynamics, uncertainty avoidance, relationship development are attributes in differentiating
between cultures. The management of power is the glue between a general management tool
and the intercultural buyer-supplier relationship. Figure 3.5 demonstrates the view of different

authors on the role of power in the Kraljic matrix.
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3.3.2

The portfolio andysisis atool to make supplier management strategies explicit. It can be
expected that as management is different over cultures, this approach is addressed in a
different way too. Bensaou (1999) insists on the fact that there are no bad or well performing
strategies, but that only agood fit of strategies will be successful. Although there are reasons
to avoid too much dependency, there a good reasons to depend on suppliers (Gelderman,
2003). Trent and Monczka (1998) mentioned an ongoing increase of outsourcing. The stronger
focus on core competences, the better the performance of each link in the supply chain. But
also an increase in the dependence on the suppliers. Something that can lead to more efficient

and more innovative value chains (Gereffi, 2004).

Gelderman

Gelderman formul ates the assumptions on power that are expected behind the Kraljic-matrix.
He percelves an importance axis and a power axisin the matrix that are directly related to the
power positions of the buyer and the supplier. In his survey he measures the amount of
dependent perceived by the buying company. The result of the dependence-question confirms
the inevitable presence of power within the use of the portfolio, although it proves a different
distribution than expected (Figure 3.6).

Froort imeas ot
Imponance
Axis
Importam, buyer
dominated
Profit Impact
By Fosmer Eppller
Not important, Important, Doml- Coml-
boyer sepptier Enlance
domirmated dominated nano= nance
Mot important, ¢ ¢ ¢
sepplier dominated

Power Axis 2 i 5

High Supply Risk

Figure 3.6: Distribution of power in the Kraljic matrix as expected and observed
(Gelderman, 2003)

Cox (20014) discussed that not one single strategy answers to the complexity of supplier
relationship management. Thereisagain in the exchange, but knowledge lacks on the
motivation and incentives of the supplier. Thereisanatural reaction to move away from a
position of high dependence. Trust is needed to act in situation that involve a high supply risk,
asituation in which the buying company is vulnerable to the behaviour of the supplier.
Morgan and Hunt (1994) speak of reliability and integrity as prerequisites for trust within the
relationship. Gelderman conceptualise reliability in trust to [ihe ability of the partner to
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perform according to agreement(] integrity is a more affective dimension in the relationship,
goodwill. Goodwill trust is based on non-contractua mechanisms, [ihe belief that the supplier
will not misuse his position and actually takes the buyer($ interest into consideration(]
(Gelderman, 200, p.212). Reliability is generate by rational thinking, while integrity is
emotional driven.

Commitment is also related element in the buyer supplier relationship. Morgan and Hunt
observe that trust increase commitment. Commitment is described as the desire to keep a
relationship going. Commitment exist only when the relationship isimportant for the
company; Gelderman differentiates between two forms of commitment: affective commitment
and cal culative commitment. CAffective commitment expresses the extent to which a party
likesto maintain arelationship with another party. (O ) Calculative, in contrast, is the extent to
which an exchange partner perceives the need to maintain the rel ationshipJ(Gelderman, 2003,
p. 213). Affectiveisrelated to a positive feeling towards the supplier, while calculative
commitment tranglates a necessity, a negative motivation to maintain the relationship. The
same distinction can be made as for trust: affection is emotional, while rationa thinking
determines the cal culative commitment. [Calculative commitmentConly considers the direct
benefits and expenses of the relationship. Cal culative commitment results from the calculation
that changing supplier involves more loss in time, energy, switching costs than staying with
this supplier. Although thisisarationd activity Gelderman used subjective terminology in the
description ([perceivel) (heedl).

According to Morgan and Hunt (1994) the precursors for trust and commitment are the

rel ationship termination costs, the shared values and the communication. In line with the work
of Gelderman a comparison is made between the levels of trust and commitment between the
different purchasing strategies. For intercultural study thereisan interest in the domain of
shared values and communication. It could be expected that a culture where the relationship is
more important than the contract, the emotiona forms of trust and commitment score better
than in more business focused cultures.

With an increasing amount of outsourcing the level of dependency management rises. The
output of the company depends on the performance of the supplier. The key success factors
are not always governed by the company itself, valueis created in cooperation with the
supplier. For accepting dependence in the relationship trust and commitment is needed.
Morgan and Hunt (1994) promote commitment and trust and key success factors, because they
preserve relationship investments, keep the track on long-term gainsinstead of attractive
short-term aternatives and avoid too risky actions. Trust and commitment will then lead to
efficiency, productivity and effectiveness.




3.3.3 Concluding on power and dependence and answering research question three
This part of the literature review responds to the third research question [ivhat is the role of
power and dependence in the use of portfolio strategies?l] Power and dependence are essentia
elementsin the purchasing portfolio approach. The different quadrant differentiated in the
dependence situations that can be expected. The dimensions of the Kraljic approach
correspond strongly to the description of Emerson of the main drivers of dependence. There
exists an internal drive for a certain resourcesthat is limited by the availahility of these
resources in the external environment. This play between the importance of the product and

availability on the supply market is at the core of the devel opment of purchasing strategies.

The strategy developed based on the purchasing portfolio analysis aims at creating the best
possible power position. The formulation of such adifferentiated purchasing strategy depends

on the perception of the company and on the perception of the supplier.

The rdationship in certain dependence situations can be characterised by [frustCand
[commitmentC] High levels of trust and commitment are prerequisite for accepting of high
levels of dependence. Trust and commitment can be driven by emotion driven and ratio. This

leads to four forms of trust and commitment (Gelderman, 2003):

e Competence trust: [the ability of an exchange partner to perform according to

agreements](p.212), and;

e Goodwill trust: [the belief that the supplier will not misuse his position and actually
takes the buyer($ interest into consideration(p212).

e Affective commitment: (the extent to which a party likes to maintain arelationship

with another partyd(p. 213), and;

e Calculative commitment: [the extent to which an exchange partner perceives the need
to maintain arelationshipd(p.213).

3.4 Culture

What is culture? That is not a question that can be easily answered. The concept of cultureis
highly subjective. There are many thingsto say about it, but it is hard to come to the core of it.
Quite some literature has been published about culture. These studies focus on general

recommendations in a business context. Less material is available on domain specific
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research. Culture is difficult concept and that might be the reason that recommendationsin
intercultural management stays to generalities. While especially domain specific knowledgeis
needed for application in business. The core of intercultural knowledge manifestsin the
understanding how to turn a specific situation to the better (Dribarne, 1998). The question in
this study iswhat we can learn for application in the international domain of purchasing?
Thereforeit is achalenge to apply the current knowledge on culture to the specific situations

in the purchasing domain.

Cultural basics

It isinteresting to observe that intercultural and cross-cultura research is often dominated by
western scientists (Trompenaars, 1997, and see reference list for the examples). It might be
determined by the origin of the researcher whether heis eager to reveal this phenomenon. In
advance here exists abiasin intercultural studies. The observer isexposed to the phenomenon
itself. This demonstrates slightly the complexity of studying culture. In thisliterature review

focusis sought in applying cultural theories.

[Culturelds an often used term in daily life. For arts, language, films, or thigh culturell (What
all these concepts have in common isthe implication that culture is an abstract entity which
involves a number of usually man-made, collective and shared artefacts, behavioural patterns,
values or other concepts which taken together from the culture as a wholeJ(Dahl, 2004, p. 1).
Cultureisin that sense acomplex concept because it describes the underlying values as well
as the behaviour patterns that result from it. People share acommon culture and in the same
time they defineit. Cultureis said to be the product of actions from the past, but the aso
condition future actions (Dahl, 2004). Hof stede (1980) says that these patterns in behaviour
distinguish one group from another. He calls these patterns the [programming of the mindCJ
This programming can apply to different groups. Resulting in different levels of culture. In
literature three main levels are observed:

« Nationa Culture (NC)
e Corporate Culture (CC),
e Professiona Culture (PC)
(Hofstede, 1997, Trompenaars, Hampden-Turner, 1997, Ulijn et a., 20013, 2001b).

In this study the level of interest is nationd culture. The question is whether national cultural
characteristics changes the way of performing purchasing. The study is conducted among two

groups in the same profession. The questionnaire is conducted over many different companies.
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The distribution of the answersis expected to address the out rule the influences of specific

organisation cultures. The independent variable focuses on the nationa differences.

The structure of culture has been explained by using different metaphors. The ice-berg model
isawell-known metaphor for the layers of culture. The explicit, upper part showsjust asmall
tip of what is covered under the surface. Thisisthe larger implicit dimension. Navigation with
only respecting the tops of the icebergs might result in unpleasant surprises when bumping

into the part below. Shipwreck is not an exceptional consequence.

Another metaphor that is frequently used is the [onionCby Hofstede (1997) and Trompenaars
and Hampden-Turner (1997). |s expresses the idea that layers have to be peeled of before
getting to the core of culture. Hofstede speaks of symbolsin the outer layer, to heroes, rituas
(al three practices), until valuesin the core of the onion. The onion-model of Trompenaars,
Hampden-Turner manifests in three layers. artefacts and products, norms and values, and

basi ¢ assumptions. These basi ¢ assumptionscan be compared to the Wa ues[of Hofstede.
Both are the unconscious notions about what isright and wrong. These are not questioned and
hard to discuss upon, as the owner is not aware of his [Gultural programmingl] These
representations show complex and deep the concept of culture goesin the human mind. Only
confrontation can devel op awareness on the personal cultural framework for evaluating the

world. Severd authors developed a definition for the concept [dulturell

Dahl (2004) concludes after reviewing different definitions of culturethat it is [A shared set of
basi ¢ assumptions and values, with resultant behavioural norms, attitudes and beliefs which
manifest themselves in systems, institutions as well as behavioural patterns and non-
behavioura patternsd(p. 6).

Despite the growing attention few empirical studies have been conducted to interpret
intercultura observations. The major empirical works are performed by Hofstede and
Trompenaars, Hampden-Turner. Their predecessor, Hall, did not support his theory
empirically, but isthat often used that it is appropriate to discuss hisideas here. An overview
of their definition of culture, their dimensions and measurement method is provided in Figure
3.7.
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Hall

Author

Hall

Hofstede

Trompenaars,
Hampden-

Turner

Definition

Culture is an invisible
control mechanism that
operates your thoughts

[The collective
programming of the
mind which
distinguishes the
member of one group of
people from anotherd

(p-5)

[Culture is the way in
which people solve

problems[i(p.6)

Dimensions

High- context versus low-context
cultures

Polychonic versus monochronic
time orientation

Power distance

Individualism versus collectivism
Masculinity versus femininity
Uncertainty avoidance
Long-term versus short-term

orientation

Human-People relationship
Universalism versus
particularism
Communitarianism versus
individualism

Neutral versus emotional
Defuse versus specific cultures
Achievement versus ascription
Human-Time relationship

Human-Nature relationship

Method

No empirical data

Questionnaire [
employees IBM

worldwide

Questionnaire [
executives of different

organisations

Figure 3.7: Hall, Hofstede and Trompenaars, Hampden-Turner compared

HalI[$ contribution to the dimensionsin culture concerns the widdly used division in low-

context and high-context cultures. [High context transactions feature pre-programmed

information that isin the receiver and in the setting, with only minimal information in the

transmitted message. Low context transactions are the reverse. Most of the information must

bein the transmitted message in order to make up for what is missing in the contextd(Hall,

1976, p. 101). Low-context orientated people are for example Americans, Germans, Swiss,

Scandinavians, and definitely also Dutch. The Anglo-Germanic culture is the model for the

low context approach. They categorise their personal relationships, their work, and many

aspects of day-to-day life. Asaresult, each time they interact with others they need detailed

background information. The French are much higher on the context sca e than either the

Germans or the Dutch. Communication isnot only averba activity, it represents away of

thinking. This difference can affect virtually every situation and every relationship, and

therefore also the buyer-supplier relationship in which the members of these two opposite




traditions find themselves. A saying goes that the French think, "If it isa beautiful idea, it's
got towork." Americansthink, "If it works, it may be a beautiful idea". The French are ahigh

context culture; Americain this case can be compared to the Dutch attitude.

Hall[s$ second concept is the distinction between polychronic and monochronic cultures. This
concept concerns the culturels perception of time. In monochronic culturestimeisdivided in
separate units. These units can be organised into a clear structure. Onething is done a atime
and interpersond relations are subordinate to time. These cultures might have difficulties
understanding time as afluid concept. In thisideatime adaptsto the circumstances. More
tasks can be handled at atime and relations are superior to time. In the French context it will
no exception that during ameeting a Frenchman will conduct al the calls that were needed for
preparing the meeting. Some colleagues will enter the room for questions. These issueswill be
immediately handled and you are assured that the meeting will take longer than you expected.
It isvery probable that discussion will continue during lunch. Something that will not be easy
thefirst time a Dutch will meet his French counterpart. In the Dutch example the agendais
dictating the duration of the gathering. It is considered best to get immediately to the point.
Businessfirst. If timeisleft afterward thereis room for socia talk. And the discussants can
definitely not be disturbed but for other issues.

The dimensions formulated en developed by Hall are based his personal experience. The
empirical evidence lacks. Although many people will recognise the situations, the theory is
not strong from a scientific point of view. Hisideas on high/low-context cultures and time
however are followed by other authors (Trompenaars, Hampden-Turner, 1997, Gesteland,
2002). Gesteland derives these differencesin high/lowltontext communication and time from
alarger, more general differencein world cultures. He formulates a [great dividelby
differentiating between relationship-orientation and deal -orientation. The relationship-focused
cultures have a high context and fluid perception of time. Low-context communication and an
organised time perception relate to the deal -focused countries.

Hofstede
Geert Hofstede devel oped the most widely used approach for defining cultural differences. He
isthefirst who used (semi) quantitative measure on culture. In four, and later five, dimension
he has identified the dominant value systems, which, as he says, [&ffect human thinking,
organisations, and institutions in predictable ways[1(1997).

Culture is a [mental programmingthat applies to a collective of people in asociety, an

organisation or profession. The approach originates from the science of anthropology.
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Hof stedels definition of cultureis: [T he collective programming of the mind which

distinguishes the members of one group or category of people from anotherJ(Hofstede, 1997).

From a survey that was conducted among 116000 employees of alarge multinationa in 20
different countries he formulated the cultural dimensions. He discovered that each country
encounters the same kind of problems, but the ways to solve these problems vary over the

following aspects:
e Thesocia inequality (Power Distance Index, PDI)
e Thevision onindividua and group (Individualism versus Collectivism, IND)
e Thedesired role pattern of men and women (Masculinity versus Femininity, MAYS)
e Thewaysto deal with uncertainty (Uncertainty Avoidance Index, UAI)

This differentiation made it possible to identify and cluster different nationa cultures. Later a
fifth aspect was introduced based on the observed difference between the Western world and
Asian cultures.

e Confusion Dynamism or Long-Term orientation versus Short-Term Orientation, CDI
The five dimensions are described in Figure 3.8.

Dimension Description

Power Inequality can occur in areas such as prestige, wealth and power; different societies put

Distance Index  different weights on status consistency among these areas[(Hofstede, 1980, p 92). The
power distance index measures the amount to which less powerful members of society
expect and accept that power is unequally distributed. In countries scoring high on PDI
the division of power is given and the possibility for growth in the system is low.
Countries with a low power index prestige, wealth and power are less important society.
They claim equal opportunities and possibilities for all.

Individualism The amount to which a society emphasises the importance of individual or collective

Index performance and interpersonal relationships. In a collectivistic society the group is the
dominant factor. The group gives an individual identity and protection in return of loyalty.
Individualistic countries do not have this strong need of belonging. In these societies the
individual only care about his (very) close family and claims free relationships.
Personality and individual performance are dominant factor.
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Masculinity The score on the masculinity index addressed the appraisal and importance a society

Index given to elements as success and competition. A low score meaning a more feminine
culture that pays more attention to modesty and care for others, characteristics that are
associated with soft (feminine) skills. In feminine culture the main importance is quality of
life, relationship with others and equality among the sexes. Traditional roles related to
masculine performance, control and power are strengthened and supported in a

masculine culture; the position of women is dominated by men.

Uncertainty Nobody can predict the future. To cope with this feeling of uncertainty people developed
Avoidance laws, religion and technology. The way the members of a country and the society itself
Index HeedsCto develop this kind of means to feel comfortable with each other is measured by

the uncertainty avoidance index. Uncertainty avoidance is the amount to which members
of a society are threatened by uncertainty and unknown situations; this feeling is
expressed in stress and the desire for predictability (formal and informal rules). In a
country with a high score on uncertainty avoidance life is set by laws and rules.
Bureaucracy is often associated to these countries.

Long Term The long term orientation dimension of a culture indicates the long term devotion and the
Orientation importance of the traditional value in society. A high score is related to a long lasting

appraisal and respect for traditions. This is in organisational setting supported by a

Confusion strong moral and future, long-term rewards are expected based on the hard work of

Dynamism today. From an external point of view action seems to take a long time before executed.

In countries with low confusion dynamism the concept of tradition and long-term

orientation is not supported in society. This may reflect in faster and easier changes.

Figure 3.8: Dimensions of Hofstede

Many countries have been evaluated based on these dimensions. Although the results of the
survey of 1979 are till widely used, the method and the quantitative measures endured critics.
One of the main issues on culture isthe question whether it is stable over time. The Ingtitute
for Research on Intercultural Co-operation (Tilburg and Maastricht) continues the research of
Hof stede and keeps the Vaue Survey Module up to date. It is an appropriate question whether
cultureis astable concept. Rodrigues and Kaplan (1998) give a short summary of the different
opinions on the change of nation($ value over time. It concludes with acomment of Hofstede
(1990) that cultural values do not change, but that the organisational practices might develop
in their attempt to adapt to environmenta changes. Thisis an interesting aspect taking the
increasing globalisation and the devel opment in the European Union into account. While our
basic values remain constant, our behaviour might affected by international devel opment.
Oudenhoven (2001) differentiatesin a perceived and adesired cultural score. The desired

scoreisinterpreted as [a sign of growing convergence of national organisational cultures]
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(Oudenhoven, 2001). [Globa market integration and internationalisation (Americanisation) of
management literature lead to areduction of national differences of organisation
cultures{Oudenhoven, 2001). The tools might be applied al over the world; the questionis
whether the cultural scope of applying it changes accordingly.

A second comment on the study of Hofstede isthe fact that it was conducted within one
multinational company. It might not represent the national culture, but more an organisational
culture of middle and higher personal of Hermes (IBM). The research of Oudenhoven proves
the position of Hofstede and the representation of the national culture. It containsalarge
amount of questionnaire based data on the classification of culture. The model of Hofstede can

be applied for describing national cultures.

Trompenaars and Hampden-Turner
Trompenaars and Hampden-Turner see culture as the expression of the way groups of people
deal with problems. The problems peopl e encounter in relationship to time, nature and other
human beingsis everywhere the same, but their solutions to these issues differ from culture to
culture. The data used for devel oping their dimensions originates from their work in
intercultura trainings. Thirty companies from fifty different countries participated to gather
comparable samples. The database of the questionnaire consists of 30.000 participants, most

of them belonging to management.

Dimension Implication on Description
Universalism vs. Rules vs. relationships A universalist culture is rule-based, that count for
particularism everyone. In contrast, particularism will take

subordinate the rule to the relationship; a friend will
always be protected. The general example of mistrust
between the two cultures is: the universalist saying on
the particularist that you cannot trust them, they will
always help their friends, on the contrary the
particularist will state about the universalist that he

cannot be trusted, they would not even help a friend[l

Communitarianism  The group vs. the Individualist countries will put a prime orientation to

vs. individualism individual everything that is related to [the selflJThe
communitarianist cultures put the sake of the group
forward. The size of the group to which the people of a
country have the closest identification can vary from
family, the corporation, their religion or nation.
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Neutral vs. The range of feelings Everywhere reason and emotions play a role, but

emotional expressed which one dominates depends on the cultural
background, whether the culture is affective, showing
emotions, or apply a more neutral approach. Often an
emotional attitude is related to directness and a neutral

one to an indirect response.

Diffuse vs. specific  The range of This dimension discriminates between the degree to
involvement which one engages others in specific areas of life, or
that everything is interrelated in a diffuse culture.
Personal space is related to this. The amount to which
different social contexts can be separated indicates the
SpecificnessCof the culture.

Achievement vs. How status is accorded  In achievement orientated countries status is related to

ascription performance. In ascription orientated cultures status
and the related attention is based in age, class,
gender, or education. The first one refers to doing; the

second one is related to being.

Figure 3.9: The five dimensions related to human relationships according to Trompenaars,
Hampden-Turner (1997)

The dimensions show similarities with the dimensions of Hofstede. The individualism index
of Hofstede and the communitariamsm-individualism of Trompenaars, Hampden-Turner are
comparable. The achievement-ascription and power distance index have aso in common that
they discuss [sStatusl] But the achievement-ascription dimension does not discuss in depth the
national acceptance of the difference in power positions. Dahl (2004) notices that the other
dimensions of Trompenaars, Hampden-Turner are orientated on the resulting effects of
underlying vaues. He mentions that the neutral/emotional distinction describes behaviour
instead of avaluein itsaf. This means that these dimensions put a stronger focus on the top of
the iceberg, the expression of culture, than on the underlying assumptions itself.

Besides these authors, many more shared there experiences in books, articles and trainings. In
aless scientific and more professional way. E.g. DOribarne applies an ethnographic approach
in three countries, USA, France and the Netherlands. This can be considered a complement to
the empirical approach of Hofstede and Trompenaars, Hampden-Turner. However, the
integration of methodol ogies appears not to be as easy as might seem. But the result isanice
comparison of the countries in their dimension with its limitations and practical examples.

Asselin and Mastron (2001) give a picture of the French assumptions; attitudes and patterns
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for anyone interacting with the French. Gesteland (2002) describes a profile of about forty
countries for amarketer, negotiator and purchaser to take into account. Other descriptive
literature on France is mainly from American origin. Generally speaking, the intercultural

studies seem to be an Anglo-Saxon interest.

In Focus: Europe, Anglo-Germanic versus Latin

In the exploration of the cultural influences in the purchasing activity should be focused. [All
examples show thereisaclear-cut cultura border between North-West European (analysis,
logic, systems and rationality) and the Euro-Latin cultures (more person-related, more use of
intuition and sensitivity). The study for the master thesis focuses on these intercultura aspects
between Latin-European and North-West European cultures. The latter is specified by the
term [Anglo-Germanic culturellin this study. For a comparative study the Dutch example
represents the Anglo-Germanic values and behaviour in comparison with the French culture,

expressing the Latin culture.

The Latin-European culture takes a special position in Europe. The article of Jesuino (2002)
elaborates on the historical development of the Latin cluster in Europe. First being the cradle
of Europe during the Roman Empire it was the centre of power and development. In the 16"
and 17" century the centres is the North of Europe opposed to the corruption of the Church.
The main centres moved to England, France and German centres. For along time the South

was looked down at. In the unification of Europe this cultural gap still needs to be overcome.

The culturesin Europe are divided into a Germanic, Nordic, Anglo-Saxon and Latin cluster
(Hofstede, 1997). The scores of the cluster countries according the dimensions of Hofstede are
showed below. The dimensions of Hofstede are rated on ascale from 1 to 100.
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Figure 3.10: The Dimensions of Hofstede in the Germanic, Nordic, Anglo-Saxon and Latin
cluster

The Latin cluster is strong in power distance and uncertainty avoidance. The position of
Francein thiscluster isclear. The cluster is over different literature sources constant.
Unfortunately that is not the case for the Dutch representative. Dependent on the topic under
consideration the Dutch typology switches from cluster to cluster. In the management
literature and human resources a cluster is developed being Anglo-Dutch in contrast with
Germanic, Nordic and Latin approaches (Klarsfeld and Mabey, 2004). The Dutch cultureis
closeto the Nordic countriesin issues related to equality in society (masculinity index). The
North-West European cultures have in common that they are very individualistic, show lower
scores on masculinity and uncertainty avoidance. For this study the Netherlands represents al
of them to make a contrast tot the Latin Cluster. The name will be maintained, Anglo-

Germanic culture.
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3.4.3 A Dutch-French comparison

Before starting a comparison it isinteresting to consider the Netherlands and France according
to the dimensions described by Hall, Hofstede and Trompenaars, Hampden-Turner. This
supports the development of hypotheses on the cultural influence on purchasing practices. The
ratings for France and the Netherlands are listed in Figure 3.11.

Dimension France The Netherlands
High context / low context culture* Moderately high- context Low context
Poloychronic / monochronic culture* Polychronic Monochronic
Power distance Index** 68 38
Individualism Index** 71 80
Masculinity Index** 43 14
Uncertainty Avoidance Index** 86 53
Confusion Dynamism** Unknown 44
Universalism vs. particularism*** Particularist Universalist
Communitarianism vs. individualism*** Individualist Individualist
Neutral vs. emotional*** Emotional Neutral
Diffuse vs. specific*** Moderately diffuse Specific
Achievement vs. ascription*** Ascription Achievement

* Interpreted from Hall (1967)

*x Hofstede: geert-hofstede.com

*xx Interpreted from Trompenaars, Hampden-Turner (1997)

Figure 3.11: Scores on cultural dimensions for France and the Netherlands

The differencein low and high context is an important difference between France and the
Netherlands. According to Gesteland (2002) France and the Netherlands are on the opposite
sites of [fhe great dividell Thisdivide is created by a difference in orientation, rel ationship-
orientated or deal-orientated. North-West Europeis one of the fewer areas where the deal -
orientation dominates. Latin Europe is strongly relationship orientated. In managing the
buyer-supplier relationship thisisa crucia characteristic. It changes the objective of the
parties around the table. The way of communicating the message can lead to even more

difficulties. The deal-focused, low-context cultures are focused on business first[lIn the
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relationship-orientated, high-context culture the deal is developed based on the information
that is obtained outside the office. As Trompenaars (1997) mentioned Lif you are going to

business with the French, you will first have to learn how to lunch extensively(p.8).

This corresponds directly with the monochronic attitude of the Dutch. The agenda dictates
what needs to be done. As explained before there is no room for unexpected visits, phone calls
and prolongation. The French on the contrary do not judge the performance to the tasks to be
done. It isasequence of events, better they be unexpected and full of personal contacts. The
buyer and the supplier in France will consider the relationship adeal as well as an enrichment

of their personal network.

The power distance indices differ considerably between France and the Netherlands (68, 38
respectively). Thisdifferenceistrandated in astrong hierarchical structurein the French
society and a strongly decentralised, flat organisation in the Netherlands. The Dutch society
likesto challenge the position of the supervisor. In the high power distance culture of France
accept more easily the fact that differencesin power exist. In the buyer-supplier relationship
this can be trand ated to the attitude of the buyer and the supplier. When power differences
need to be challenged, a more aggressive approach can be expected. The negotiation isthe
play ground where the results are established. Notice the relationship with the high-low
context dimension. If the circumstances aready define the power distribution there is no needs

to confront it. The best solution isto create an optimal relationship.

On the individualism index both countries sore high. Remarkabl e is the high score of France
on both individualism and power distance. Usudly ahierarchical society is associated with a
more collectivistic attitude. The organisation of society in groups demands a organisationa
structure. This explains the hierarchica organisation of society. In the French case the

hierarchy goes together with a high leve of individualism.

A clear difference is observed on the masculinity index. The Dutch cultureis strongly
feminine. Thisis expressed in the high desire for equality and a strong focus on consensus.
The Netherlands are known for their [polder-model Cin which disputes are handled by many
arguments to persuade the other party. All parties need to agree with the final solutionin
honesty and attentiveness (DUIribarne, 1998). The French society is more focused on status
and separation of hierarchical positions. Thisis associated with a more masculine attitude. In
international business the status is [eadby contextual factors. This statusis expressed by e.g.
abig car, being well-dressed, the art of rhetoric. A supplier that would come to a negotiation
by bikeis hard to be taken serioudly.
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In France the background of the person is determined by his educational background and
family. This corresponds strongly with the [&chi evement-ascri ption[dimensi on of
Trompenaars. In the buyer-supplier relationship the contextual information is not as important
for the Dutch. The Dutch judge according to achievement. They will have difficultiesto
understand the importance of the [&xpertin the French society. The purchasing activity is
nourished from the technical domain. The [Ing@hieurdiswell-seen in business. The
commercial attitude of the Dutch might be mistaken for alack of knowledge by the French
business partner.

The French tend to avoid uncertainty more than the Dutch. The French feel aneed to structure
their society in rulesand laws. A good example isthe high level of bureaucracy. The Dutch
scoreislower on uncertainty avoidance. They have been international travellers and traders
for centuries. The French till prefer to stay in the Francophone system. However, the society
of the Dutch seems to be more organised than the French one. In France there exists alarger
difference between what is commanded by [Theoryand what is performed in [practicel]l The
informal society is strong. The Dutch are lower in context and tend to prefer the forma
organisation. In the purchasing activity this explains the development of therelationshipin a
socia context (lunch preferably). Despite the strong orientation on the rel ationship, the French
are tough with regard to the expertise of the partner. A large set of criteria needs to be passed
before entering in the relationship. All possible doubt needs to be taken away. But when the
relationship is settled the French have difficultiesto leave. Thisin contrast with Dutch
purchasers that try not to have a personal bound with the supplier. Businessis business.

The score on Confucian Dynamism (LTO) for France is not available. Thisdimension is rather
based on the difference in orientation between Asian and Western countries. Therefore the

differences between France and the Netherlands will be assumed insignificant.

The attitude of the Dutch and the French on universalism-particularism would not be expected
to differ too much based on the importance of regulations in both countries. But the large
difference between the actual regulation and the execution explains the particularistic attitude
in the French score. Theinformal organisation, the importance of the network and the focus
on the relationship explain this attitude. The Dutch on the contrary are more universaistic
concerning their approach of people. What counts for one counts for al. This might be the
reason that a Dutch purchaser faster finishes arelationship that does not serve the business
goals. The French do feel a stronger bond based on the history of the contact. The relationship
is unique by the personal contact that supportsit. A little mistake can be easier forgiven

towards afriend.
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34.4

The French are emotional driven people. The Dutch are more neutral. This counts especially
in business. The interesting aspect isthat the French think themsel ves extremely rationa. But
in discussions they fedl free to express their argument in an expressive manner. The Dutch
show less emotion, are more direct and interpret according to the transferred message. This

attitude corresponds to alow-context culture.

The reason of this difference in showing emotions might beillustrated by the scores on the
diffuse and specific relationship focus. The diffuse orientation integrates different aspects of a
problem or arelationship. For the French in this case, working and private are directly linked.
A professor at the university isalso aprofessor in hissocia life. In adiscussion on apossible
cooperation between the buyer and the supplier the discussion not only affects the work
environment, it is also apersona issue. The Dutch might be surprised by the flamboyant
reaction of the French partner. He considers this behaviour inprofessional [ one should be

able to separate what is business and what is persona. Thisis clearly a specific orientation.

The scores on achievement and ascription correspond with the power distance index of
Hofstede. Respect is measured by the redlisation of [goodCwork or by the background of the
person. In France statusis determined by the [Grand Ecole[Jone went to, the position in the
company, or age etc. In the Netherlands status is focused on the performance in the near past.
The positionsin the relationship are influenced by these characteristics. In France, business
negotiation is more often arranged by people of the same age. [The older the wiser[JIn the
Netherlands [young and ambitiousCare key words for success. The two characteristics can be

confronted with disrespect from the other nationality.

Concluding on culture

Cultureis adifficult subject to be precise upon. It isaprogramming of the mind that
differentiates one group of another. These [groupsCmight be formed on national, corporate or
professiona level. This study focuses on differencein nationa culture and how these aspects
might affect purchasing practices.

Prominent authors on intercultural studies are Hall, Hofstede and Trompenaars and Hampden-
Turner. They differentiate between cultures based on different models. Hall divides culturesin
low and high context cultures, and polychromic and monochromic cultures. Hofstede
observed five culturad dimensions. power distance, individualism, masculinity, uncertainty
avoidance and Confucian Dynamism (long-term orientation). Trompenaars and Hampden-
Turner address culture by the way people deal with other people, time and nature. In the
relationship with people the five scaling characteristics are: universalism versus parti cularism,

communitarianism versus individualism, neutral versus emotional, diffuse versus specific and
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achievement versus ascription. On most of these dimensions the Netherlands and France
differ. This provides an interesting basis for devel oping hypotheses on purchasing portfolio

management.

3.5 National culture in the research questions

Use

When considering these cultural differences, what would be the impact of national culture on
the use of portfolio models, dependence, trust and commitment in purchasing management?
From the former textsit became clear that the buyer-supplier relationship isinfluenced by
culture, but what is the effect on management practices? (11 not only doersin thisworld but
aso thinkers are children of aculture. The authors of management books and the founders of
political ideologies generate their ideas from the background of what they learned when they
grew up. Thus differences among countries along value dimensions like power distance help
not only in understanding differences in thinking, feeling, and behaving by the leaders and
those led, but aso in appreciating the theories produced or adopted in these countriesto
explain or prescribe thought, feding, and behaviourJ(Hofstede, 1997, p. 40). The three main

domains of the study are explored.

The portfolio approach isatool introduced and mainly applied by the Anglo-Saxon world.
French masculine attitude and the high level of uncertainty avoidance are trandated in the
strong connection with everything that is French. The [GaullismCkept the French thonour(d
aive (DOribarne, 1998, Chavannes, 2002). The honour that is described in the book of
D0ribarne isthe driving force in French hierarchy (Dribarne, 1998). The logic of honour
leadsto: in thefirst place, a protection of what is French, opposing especially Anglo-Saxon
influences. Secondly, within the organisation structure every [domainCor MankCprotectsits
[erritoryl] Although the hierarchy imposes the official laws, the informal rules might show a
completely different picture. Officia procedures are formally followed, but practically do not
have any content. [EEn theorielJand [én realit@ are two different worlds (Dribarne, 1998).
This poses questions on the possibility of an integrated approach in a French company.
Chavannes (2002) describesthat the French are hard to change, until the moment that thereis
no choice. Applying these considerations to atool as the purchasing portfolio analysis leadsto

the expectation that such an analysisisless often used.

First, if the purchasing managers apply it, it isadifficult step to transmit it into the purchasing
organi sation. When everyone is honouring his own approach in the strict hierarchy a new tool
will not be wel comed. Facts and figures will convince Dutch, but the French keep to their
historically grown attitude (Dribarne, 1998). Secondly, if the tool would get a place in the
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organisation, it is a procedure that needs to be followed. According to Dribarnes study
within an American, Dutch and French plant, the French enjoy taking the bypassesto avoid

the formal rules.

Moreover, the high and low context difference described by Hall (1967) might shine a
different light on the use of the tool. Countries like the Netherlands with alow context culture
are fond of facts and figures supporting management decisions. In a high context culture
(France) the circumstances explain the main message. It could be that the French purchaser
does not want to use atool to identify what he can read from the relationship itself. Itisa
specific situation, in which the particul aristic characterigtics of the French might appear.
Gesteland (2002) speaks of [The great dividellin business cultures when addressing the
difference in relationship-focused and deal-focused cultures. Comparing Latin Europe and the
North European countries, the latter are clearly dea-focused and the first rel ationship-
orientated. The ded -focused purchaser will get down to business after just some words of
small talk. At the bargaining table business issues are discussed, while devel oping the process
they will get to know each other. The attitude is associated with short-term gains, fast dead's
and little importance of the buyer-supplier relationship. Performance and achievement are
important. The vision on the relationship brings a considerable difference into the buyer-
supplier relationship.

The relationship-focus demands along introduction period in which the [partnersChave to get
to know each other. A climate of trust hasto be built before you talking about busi ness
(Gesteland, 2002). This correspondsto the image of the Frenchman that prefersto start the
meeting with some talk about France, philosophy or the latest devel opments in politics. Lunch
([dejeunerD) is an essential part of relationship building. The development of such a
trustworthy relationship does not only take much more time. Often these rel ationship-
orientated countries are provided with a strong bureaucratic system (Gesteland, 2002) what
does not make business easier. But the development of a personal relationship determines
strongly the business output.

H1:  Onecould state that the French culture is more relationship-orientated and the Dutch
attitude more deal-focused. Therefore a purchasing portfolio analysisislessused in
France than in the Netherlands.

Dependence

Power and dependence are relatives of each other. In France power distance is stronger; this
meansthat differencesin hierarchical levels are accepted in society, relationships and the
working atmosphere (Hofstede, 1997). The relationship between the boss and the subordinate
is clear and distant. Dependencein this context might be more easily accepted. The Dutch on
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the contrary are more concerned about equality in society. This means that the bossis not per
seright. As ahigh feminine culture the Netherlands has devel oped a strong consensus culture.
For every decision anyone involved need to participate in the long decision making process. In
hierarchical societies power isgiven. In less centralised and hierarchica cultures dependence
isnot easily accepted and seemsto be challenged.

Projecting this behaviour to the purchasing activity, it can be expected that the French
purchasers are well aware of the purchasing position of the partner and adapts to the limited
margin that exist to move. Thisideaisin line with the Dutch-French difference in low and
high context communication. If the contexts generates the information necessary for
identifying the power distribution in the relationship, there is no need for chalenging it
explicitly during a negotiation. When the role of the context islow, asit isin the Dutch case,
thereis not such aclear initia power position. The power in the relationship is going to be
explored and challenged during the devel opment of the relationship. Therefore, when power
distanceishighin society it appears to be less expressed in the relationship. Thisisthe basis
of hypothesis two.

H2:  The acceptance of dependence is higher in the French culture, while the Dutch culture
triesto challenge it. Therefore the French perceive a higher level of dependence than

the Dutch purchasers.

Trust and commitment
The relationship characteristics associated with a specific power situation (commitment and

trust) are derivations of the perception of the relationship. The French, being more relationship
orientated, take more time do devel op the relaionship (Gesteland, 2002). Trustisa
prerequisite for having the exchange relation itself. The time up to the [acceptancelthe
relationship demands not only the small talk about history, literature, art, philosophy or the
French cuisine. The presentation of the supplier and the proposition needs alogic sequence of
arguments persuading why heisagood partner (Gesteland, 2002). It isinteresting to see that
thisrelational orientation goes hand in hand with strong rationalism. Before starting business
French purchasers have to know whether the supplier is an expert in the domain. Their
approach is very rational in this sense. They search for the same expertise in the approach of
the partner. (0The French think of themselves as supremey rational beings Ological and
intellectual O (Asselin, Mastron, 2001, p. 13). The Cartesian style seemsrational but in the
same time the French can be very flamboyant while testing the expertise of the supplier. It is
part of the game. [V igorous disagreement with specific issues does not hecessarily signal lack
of interest in your overall proposal J(Gesteland, 2002, p. 249). The emotional confrontationis

amean to develop the desired level of trust. Thiswholeritual is quite time consuming, but
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when establishing arelationship it will preserve. Thisis contrast with the Dutch approach that
[Wants to get down to business quickly and avoid preliminariesd(Gesteland, p. 319). As
highly feminine country, the [show off and theatre[Jcan better be left out. Trust is developed
based on the performance of the exchange relation. The result isthat arelationship can be
easily established, and there exists no regret finishing it when business indicators get behind.

Following this reasoning the level of commitment and trust is expected to be higher among
French purchasers. On the emotional scal e the French are expected to show higher scores
(goodwill trust and affective commitment). This should especialy demonstrate in domains

that have more profit impact.

H3:  One could state that the French culture is more relationship-orientated and the Dutch
attitude more deal-focused. Therefore the French are expected to show higher levels

of trust and commitment than the Dutch purchasers.

3.6 Conclusions

This chapter discussed the current state of literature on [portfolio managementl] (power and
dependencelland [intercultural management In the conclusion of each subsection the main
theories have been summarised. Based on the theories on culturd characteristics three

hypotheses have been formulated:

H1:  One could state that the French culture is more relationship-orientated and the Dutch
attitude more deal-focused. Therefore a purchasing portfolio analysisislessused in

France than in the Netherlands.

H2:  The acceptance of dependence is higher in the French culture, while the Dutch culture
triesto challengeit. Therefore the French perceive a higher level of dependence than

the Dutch purchasers.

H3:  One could state that the French culture is more relationship-orientated and the Dutch
attitude more deal-focused. Therefore the French are expected to show higher levels

of trust and commitment than the Dutch purchasers.
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4  Survey

41

Introduction

This chapter introduces the survey that has been devel oped to measure differences in portfolio
use between the Dutch and the French sample. In the first subsection the questionnaire will be
discussed. A pilot study has been performed in agroup of 23 purchasersin the DESMA -
program. The changes of the pilot study will be incorporated in the final questionnaire. The
general hypotheses are worked out for the specific questions. The results of the French survey
will be presented and compared to the Dutch data from Gelderman (2003). In the conclusion

the main findings will be discussed in order to respond to three of the research questions.

4.2 Use model based on Gelderman

The use-model of Gelderman concerns different independent explanatory variables: company
size, share of purchasing, the position of the purchasing department, purchasings
professionalism and orientation of purchasing (Gelderman, 2003). Gelderman aimed at
explaining portfolio use. In the study the objective isto compare the use of French and Dutch
purchasers. The explanatory variables can provide insight in the reasons why differences
might appear. It also providesinsight in the characteristics of the samples. Thisisrequired to
judge their comparability.

Some changes have been made to the original questionnaire. For the general background of
the respondent questions have been asked on the responsibility of the respondent (function),
the industry of activity (industry) and the number of employees of the organisationa unit they
areresponsible for (size). For the answers of the field [unctionCthe option [Tead buyerhas
been added. The function of lead buyer has shown an extensive development last yearsand is
expected to become strongly present in the French sample. The option [$enior buyerChas been
excluded. In the French context [$enior buyer(is not a separate responsibility. It isthe equal to
the function of the buyer that is rewarded with different financial position. Moreover, the
guestion has been asked to find the function, rather than the hierarchical position in the

company.

Theindustriesin France differ from theindustrial structure in the Netherlands. It would not be
appropriate to maintain the same list of possibilities. Based on the information provided by the
French Ministry of Industry alist of options has been created. The structure of French and
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Dutch industry isnot similar. If agood representation of the industry is achieved the structure
in the samples will show differences. Comparability of the samples with regard to industries
might be hard in the data analysis. Still a comparison is possible as the sectors can be
evaluated in the devel opment stage of the purchasing function. This needs to be taken into

account while interpreting the results.

The aspects that operationalise the [lise[Jof the portfolio analysis are measured by: [lisel])

[iser[] [ise frequencyl] Measons for non-uselJand [feasons for usel

Figure 4.2 demonstrates these variabl es together with the operationalisation.

Use

variables Operationalisation

Use Is the purchasing portfolio being used?

User Who uses the purchasing portfolio analysis in your company?

Use frequency How often is the purchasing portfolio analysis used?

Reasons for non-use If 'never', why is the purchasing portfolio analysis never used?

Reasons for use If the purchasing portfolio analysis is used, what are the main reasons for

using it?

Figure 4.1: Variables and operationalisation of portfolio use

The question concerning the user of the portfolio analysis has been added to the questionnaire.
This providesinsight in the application of the portfolio analysis within the company, beside
the actual use of the respondent himself.

The ise model Cof Gelderman applies aspects of purchasing position, professionalism and
orientation (Gelderman, 2003) to explore the background of [isel] In alater study (Gelderman
and Van Weele, 2005) the name of purchasing orientation has been included in [purchasing
professionalisml] Purchasing position and purchasing professionalism have been combined
under the overal term [purchasing sophisticationl] In order to compare the data the French

questionnaire similar to the structure proposed in Gelderman (2003).

Figure 4.2 lists the variables and the operationalisations. In other words, the operationalisation

devel ops measurable terms for the concept [purchasing sophisti cationl]

Purchasing sophistication (derived from Rozenmeijer, 2000, Gelderman, 2003, Gelderman, Van

Weele, 2005)
Variables Operationalisation
Position of purchasing Top management recognises Purchasing as an important contributor tot the

competitive position
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Purchasing function reports directly to top management

Purchasing(s professionalism  Skills of purchasing personnel are adequate for working in cross-functional
teams
Skills of purchasing personnel are adequate for developing purchasing and
supplier strategies

Purchasing orientation In our company, purchasing aims at collaboration with suppliers

In our company, purchasing aims at tough negotiations with suppliers in
pursuit of lowest prices
In our company, purchasers mainly relate to clerical and operational

activities

Figure 4.2: Variables and operationalisation of purchasing sophistication

In the Dutch survey these operationalisations have all been evaluated ona 1 to 5 Likert-scae.
Discussing the structure with experts in the French purchasing domain, it was decided to add a
question on the actual presence of cross-functional teams. This seemed to be necessary for
introducing the question on the skills of cross-functional teams. Furthermore, the question on
reporting to top management was transformed to a yes/no-question because the respondentsin
the pilot study had difficultieswithalto 5 scde.

4.3 Power, dependence, trust and commitment

The questionnaire of Gelderman has been built to test the existence of nine differentiated
strategies within the Kraljic matrix. He measures buyer(s$ and supplier[$ dependence for the
nine scenarios described (from buyer($ point of view). (We have considered dependence not
as a dichotomous variabl e ([dlependent Cversus [independent(), but as a continuous variable,
allowing different degrees of dependencel(Gelderman, 2003). Even more important is the
perception of power and dependence in the eyes of the decision maker (the buyer). For this
study it is not interesting to measure an actual amount of dependence, but to explore the
perception differences and even more important, the way the different parties deal with it. This
is areasonabl e assumption as any developed strategy is built on the perceived current situation
in order to achieve adesired future situation. Gelderman therefore asks the respondent directly
to judge buyer[s and supplier(s$ dependence in a one-item measurement. He uses the
information to identify the net power and total power that is present in a scenario or quadrant.
Thisinformation can be used to investigate the differencesin perception between Dutch and
French buyers.
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For the objective of this comparative study respecting the four quadrants according to Kraljic

satisfactory. The four scenarios differentiate between the most important positions towards the

supplier. Gelderman has defined static and dynamic strategies. The question of dependenceis

more associated with a static situation that with amoving strategy. The movement takes place

in order to change the dependence situation. The perceived amount will be less stablethanin

the static scenarios. Therefore is chosen for the scenarios that hold the same position in the

Kraljic-matrix. Only in the non-critical quadrant there is not such an idea of holding position.

The general strategy will be to move the situation towards the leverage quadrant.

The bottleneck quadrant is described by [Saf ety stock[Iscenario: This scenariois
about a product that represents alow purchase vaue, but a high purchase risk. Y our
company istherefore vulnerable with regard to the delivery of one supplier X. You try

to secure the delivery/supply by maintaining relatively high safety stocks.

For the non-critical quadrant is chosen for fndividual orderingld This scenario refers
to aproduct that represents alow purchase value with alow purchase risk. The
product isfor these reasons not very important for the company, but needs to be
bought anyway. The product is bought at supplier X.

In the leverage quadrant the supplier is a [partner of convenienceld The product
provides you with afavourable position: the purchase risk islow, while the product
represents arelatively high amount of money. Y ou buy at supplier X. Y ou use tough
negotiation in order to achieve the best conditions. Priority is given to buying for low

prices while maintaining quality and security of delivery.

Gelderman describes three strategies in the strategic quadrant. One in which the
buyer is more dominant, one with a supplier dominance and athird representing more
or lessequal position. The last oneis chosen in this questionnaire. [Strategic
partnershipld This product represents a specia position: the purchaserisk ishigh as
well asthefinancial value of the product. This meansit is an important product. Y ou
consider supplier X to be an important partner with whom you maintain avauable
relationship of strategic cooperation. Both parties see the importance of maintaining

the relationship for their mutual business objectives.

For each of the scenarios the perceived buyer(s and supplier(s dependenceis evduated onal

to 5 Likert-scale. These results are used for the average buyer and supplier dependence in the

different quadrants, together with the related level of net dependence and interdependence.
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The dependence situation is supported by relationship characteristics. The levels of trust and
commitment are expected to depend on the levels of (inter)dependence of the purchasing
situation. Gelderman states [Trust can be seen as hecessary condition for accepting high levels
of dependencel](Gelderman, 2003, p.211). Figure 4.3 shows the operationalisations of trust
and commitment.

Relationship characteristics

variables Operationalisation
Competence trust We believe that the supplier will keep his promises and agreements
Goodwill trust We believe that the supplier will not misuse his position and actually takes

our interests into consideration

Affective commitment We are doing business with this supplier, mainly because it is pleasant
working with the supplier

Calculative commitment We are doing business with this supplier, mainly because too much time,
energy and expense would be involved in terminating the relationship with

the supplier

Figure 4.3: Variables and operationalisation of relationship characteristics

4.4  Cultural background of the supplier

The research is an exploration of the cultural domain in purchasing. It isanew entry in
purchasing research. During a session with French purchasers a little exercise was performed
on how they prepare a meeting with a supplier of from nationality different than French. Four
groups of purchasersthat in redlity dedt with Dutch, Scandinavian, Spanish and Italian
suppliers were made. They wrote there experiences with those nationalities. The observations
were very interesting and strongly related with the theory. To explore the opportunities to test
purchaser[s$ behaviour in relationships with international supplier an experimenta part on
supplier nationality has been added to the questionnaire. For that the strategic partnership
scenario acts as a basis. Questions were asked on the perception of the trust and commitment

towards those different suppliers.

For the questionnaire as presented to the respondents see Appendix B
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4.5 Hypotheses in the questionnaire

Use

One could state that the French culture is more relationship-orientated and the Dutch attitude
more deal -focused. Therefore, a purchasing portfolio analysisisless used in France than in
the Netherlands.

Dependence

The acceptance of dependenceis higher in the French culture, while the Dutch culture tries to
challengeit. Therefore, the French perceive a higher level of dependence than the Dutch
purchasers. This difference is expected to be expressed in the strategic quadrant and the non-
critical quadrant.

Relationship characteristics

It could be said that the French culture is more rel ationship-orientated and the Dutch attitude
more deal-focused. In addition, the French are expected to show higher levels of trust and

commitment than the Dutch purchasers.

Asthelevel of dependence, trust and commitment differ according to the purchasing situation;
each quadrant incorporates different hypotheses on the level of trust and commitment.

Bottleneck: The buyer is obliged to maintain the relationship. One cannot speak of
willingnessin this situation of supplier dominance. The level of trust and
commitment will be lowest from all situations. No significant differenceis

expected with the Dutch sample.

Non-critical:  In the non-critical quadrant exists a more or lessindependent situation. In a
deal-orientated culture thisrelationship is of no importance. In arelationship-
focused country like France arelationship might be maintained even though
the dedl is of no real importance to the buyer. Therefore a higher level of

goodwill trust and affective commitment is expected in the French sample.

Leverage: Competence trust and cal culative commitment become key issuesin the
situations where the performance of the company is at stake. In the leverage
guadrant the buyer is dominant. Neverthel ess the purchasing company needs
to safeguard the high impact purchase. The relationship-orientation of the

French is expected to involve a stronger connection towards the supplier to
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safeguard quality, delivery, etc. Thisincluded trust, commitment, on both the
performance and the affection level. The French are expected to show higher
scoreson all aspect of the relationship characteristics than the Dutch

purchasers.

Strategic: The strategic quadrant refersto a strong cooperation in which both parties are
strongly dependent on each other. Trust and commitment are essential
ingredients for such areationship (Gelderman, 2003). However, the deal-
focused cultures are expected to see this relationship serving business purpose.
The relationship-orientated French are foreseen to demand more from the
relationship itself. Therefore the French sampleis expected to show higher
scores on goodwill trust and affective commitment than the Dutch

counterparts.

4.6 Results of the Dutch French comparison

46.1 Response
A first email with alink to the web-enabled questionnaire was sent on April 22™ 2005. This
email resulted in 82 answers. A reminder was sent on May 7" 2005. The email was sent the
alumni of DESMA, aMaster in Purchasing at |AE (Institut dCAdministration et Entreprises de
Grenoble). The trainees are originating from different regions in France. The response on the
second round is amost negligible. The reminder added three extra responses to the sample.
Reason for this could have been the bad timing in the month of May. Many companies have
their holidays in the beginning of May, including Memorial Day on the 8. A total number of
85 reactions were received, of which 84 were usable. The sample contained 413 contacts. This
resultsin aresponse rate of resulting in aresponse rate of 84 / 413 = 20,3 %. Thisisagood
result for an internet-survey. The email addresses were not all updated. Of the 413 emails sent

350 are expected to be received by the respondents.

The sample size for the Dutch sample was 216. The French sample is smaller, as expected.
The Dutch one had been sent by ordinary mail and a book was offered for each returned
guestionnaire. The French respondents possibly had difficulties with the length of the
questionnaire; it can be observed that not all respondents finished the questionnaire. It was a
web-enabled questionnaire, divided in four pages followed one after another by a [continued
button. The respondents that stopped the questionnaire dropped of at the end of such a [fopic
pagell] After the respondent($ profile and the question on purchasing sophistication 21
respondents stopped filling in the questionnaire. The 63 interviewees continued both the
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4.6.2

guestions on the scenario and the portfolio use. For the cultura questions another five
respondents dropped off (Figure 4.4). Four respondents did not recognise any of the supplier

stuations, one recognised all of them, but did not answer the questions.

Figure 4.4: Distribution of respondents over the four parts of the questionnaire

Asthe survey isdivided into different topics, the different level of responses can be
maintained. The tests are performed based on the number of cases that provided avalid
answer to the variable. For each analysis the missing vaues are excluded from the test sample
size. This means that different sample sizes appear from test to test. In al test the sample size
of the French respondents exceeds 30, the minimum for assuming a normal distribution.
Although alarger sample would have led to results that are more reliable the test can be

performed without a problem.

Data analysis involved three steps (Salant, Dillman, 1994, Abrahams, 1997):
e Datapreparations. cleaning and organizing the datafor anaysis;
e Destriptive statistics: describing the data, e.g. frequency tables;

e Inferentia statistics: testing hypotheses.

Profile of the sample

Function

In Figure 4.5 the distribution of the responsibilities of the respondents are shown.

The function of buyer appliesfor most of the French respondents. More than 70% of the
sampleis covered by the function buyer or lead buyer. The other functions are under-
represented in the French sample. The Dutch sample follows a different structure. About 60%
of the respondentsis Purchasing Director or Manager. The function structure does not

correspond the expected way with [@ompany sizell The company size will be explained first.
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FR FR valid NL NL Valid

Frequency (84L115 = 69) Frequency Percent
Purchasing Director 3 3.6 66 31.0
Purchasing Manager 15 17.9 69 32.4
Senior Buyer 21 9.9
Lead Buyer 18 21.4
Buyer 31 36.9 35 16.4
Logistic Manager 0 0.0 9 4.2
Supply Chain Manager 2 2.4 4 1.9
Other 15 17.9 9 4.2
Total 84 100.0 213 100.0

Figure 4.5: Function of respondents in the French (FR) and Dutch (NL) sample

Company size

The French respondents are responsible for large organi sation units (see Figure 4.6). Almost
70% answered that they work for an organisational unit of 1000 or more employees. In the
French sample there are hardly any SMEs (less than 100 employees). Thisisin contrast with

the smaller companies that were represented in the Dutch survey.

— 70.0% Nationality
French
Dutch

= 60.0%

] 50.0%
Percent

1 40.0%

1 30.0%

Moins de  Entre 100 Entre 201 Entre 501  Plus de
100 et 200 et 500 et 1000 1000
employes employes employes employes employes

Company size

Figure 4.6: Distribution of company size in the French and Dutch sample




An explanation of this difference could be that the respondents answered the question by the
size of the company they are working for. Although it was clearly mentioned in the
questionnaire to answer this question for the organisation unit [you are responsible forCwith
regard to purchases. The buyers and lead buyers on the other hand are occupied by large
production units worldwide, considering the automotive and el ectro-technical business. The

sectors over-represented in the French survey.

Less easy isit to find an explanation for the behaviour in the Dutch questionnaire. The
respondents are active in the strategic domain of purchasing. More than 60% is purchasing
director or manager. The organisation unit they do business for will often entail the whole
organisation. However, in the answers the opposite is observed. They are working for
relatively small organisation units. In the French case the purchasing manager of a SME
would bear the function of [purchasing managerCinstead of [purchasing director1 This

function title is only expected in large enterprises.

For further analysis no difference is made between a SME and alarger company. This might
affect the results. E.g. in larger companies more portfolio use is expected (see aso Gelderman,
2003). This meansthat the intensity of [ise(in the French sampleislarger than in the French
population.

Industry
Theindustria sectors are taken from the governmental classification of industries. Figure 4.7

compares the French sample with representation in French industry and the Dutch sample. In
Figure 4.7 can be observed that some industries are highly represented in the Dutch sample (in
number of companies, with more than 20 employees): the industry for meta basic and metal
product (17.9%) and the mechanical industry (17.3%). The textile and clothing industry
(11.0%) and the chemical industry (10.5%) also contribute strongly to the total number of
industrial companies. The French sample shows a different figure. The automobile industry is
overrepresented, 20.2%. Closdly followed by the e ectro-technical industry (16.7%). A third
and fourth place are taken by domestic industry and shipbuilding, aviation engineering and
railway industry. Both with a percentage of 7.1, which isfar below the 16.7 percent of the
electro-technical industry.




Industry

Valid
Percent Valid
Frequency in Frequency | Percentage | Frequency | percentage
in French French in French of French in Dutch in Dutch
French Industries Dutch Industries sample sample industry* industry sample sample
Industrie automobile 17 20.2% 549 2.6%
Industries des Electro-technical
equipements et des industry 14 16.7% 2023 9.5% 41 19.0%
composants electriques**
Industrie des equipements | Mechanicals 0 0 0
mecaniques (machine industry) 4 4.8% 3699 17.3% 25 11.6%
Metallurgie et Metal products 0 0 0
transformation des metaux | industry 1 1.2% 3816 17.9% 49 22.7%
metal basic industry 9 4.2%
Chlm_le, caoutchouc, Chemical industry 4 4.8% 2247 10.5% 30 13.9%
plastiques
Industries du bois et du Wood, furniture and 0 0 0
papier paper industry 2 2.4% 1264 5.9% 16 7.4%
Edition, imprimerie, Graphic industry 3 3.6% 1728 8.1% 1.9%
reproduction 4
Industrie habillement, cuir, Textile and clothing . 0 0
textile** industry 0 0.0% 2342 11.0% 7 3.2%
Pharmacie, parfumerie et
entretien 4 4.8% 565 2.6%
Industrie des equipements | Building materials, 0 0 0
du foyer glass and pottery 6 7.1% 1275 6.0% 4 1.9%
Construction navale, 0 0
aeronautique et ferroviaire 6 7.1% 319 1.5%
Industrie extraction de Petroleum industry,
produits eneriques et coal processing 1 1.2% 1.9%
raffinage de petrole industry 4
Industrie des produits o o
mineraux 0 0.0% 1213 5.7%
Eau, gaz et electricite 4 4.8% 234 1.1%
Transportation 8 3.7%
Instrument or optical 3,206
industry 7
Other Other 18 21.4% 12 5.6%
Total 84 | 100.0% 21347 100.0% 216 100.0%

source: http://www.industrie.gouv.fr/portail/une/index_esse.html and Gelderman data (2003)
* companies with equal or more than 20 employees

** compositions of more industries 1118 + 905, and 1224 +1118
*** compositions of more industries 49 + 9

Figure 4.7: Industry composition of the French sample, French industry figures and the
Dutch data

In number of companies the French sample seems not to be representative for the French
population. But when a better look istaken at the turnover ([¢hiffre dlaffaires hors taxesl] see
http://www.industrie.gouv.fr/portail/June/index_esse.html ), the automotive industry and the
electro-technical industries are the dominant sectors. Together they represent more than 25%

of thetotal turnover in French industry.
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The sample was drawn from alumni of de ESA-Master program in purchasing. The
automotive industry and the e ectro-technical industries are fast moving businesses that might
be the first to develop a strong purchasing function. In the basis of traineesthis
overrepresentation can be observed. The sample isin accordance with the importance of

purchasing in the industry.

Secondly, the French and the Dutch sample can be compared. The first obvious differenceis
the absence of the automotive industry in the Dutch sample. The metal productsindustry is
number onein the Dutch data. Also the electro-technical and chemical are dominant. The
metal products industry and the chemical industry are over-represented compared to the Dutch
industry characteristics. The Dutch and French sample compared the el ectro-technical
industries do resemble. In the Dutch data the automotive sector is completely lacking.

Main implications

Difference exists between the Dutch and the French sample with regard to function, company
size and industry. The difference in company size and function can be related to each other. In
alarge enterprise in the automotive and electro-technical industry the lead buyers are expected
to have aresponsibility over large production units. The function of a [purchasing manager(in
small enterpriseis different from the fburchasing manager(in alarge company. One could
think that portfolio useis stronger in large internationad companiesthan in SMEs. The results
of the survey of Gelderman demonstrated that in Dutch companies the portfolio usein larger
companiesis higher (80.5%) than in SMEs (57.4%). So, the French results on portfolio
analysis are anticipated to show more users than the French average. The portfolio useis not
affected by the function of the respondent, as the use-questions focus on company
characteristics.

The representation of industries in the French sample corresponds to the volume of trade
achieved by the business. The dominant industries are not comparabl e to the Dutch sample
with regards of industry type. Both samples however represent the industriesthat are relatively
front-runnersin the purchasing activity (Van Weele, 2005). Therefore, instead of comparing
the samples based on industries, the samples can be approximated by the devel opment stage of
their purchasing activity. This means that both samples present afigure that overestimated

national average.
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Purchasing within the organisation (position, professionalism and orientation)
The respondents were asked to judge statements on the position of purchasing within the

company, purchasing($ professionalism and the orientation of purchasing.

In the original data the question on reporting to top management has been measured on ascale
from 1 to 5. In the French data this has become a yes/no-question. The Dutch data has been
decoded by considering a score of 1 and 2 as [mMoJand scores of 4 and 5 as [yes] All answers
in the middle (n=16) were left out, which resulted in 197 useable answers. Still at-testis
conducted. Thisresultsin asignificant difference between the two means. In the Netherlands
the purchasing function reports more frequently to top management than in French case.
Taking the difference in company sizeinto consideration thisisa surprise. The French sample
consists of mainly large enterprises. From an intercultural perspective this outcome
corresponds to the French centralised, hierarchical organisation and the Dutch decentralised

model. It could also demondtrate a difference in the importance of purchasing.

Figure 4.8 shows the average scores of the Dutch and French respondents on six elements of

[purchasing sophisticationl]

‘ —&— French —— Dutch ‘ Contributes to competitive
position

Skills for cross funtional
teams

Orientation on clerical and
operational activities

Orientation on tough
negotiation and lowest prices

Skills for developing
strategies

Orientation on collaboration

Figure 4.8: Purchasing sophistication comparison of the Dutch and French sample

In the domain of [position of purchasingCa significant difference has been found for:
e Contribution to competitive position (p< 0.001)

The French sampl e believes more than the Dutch sample that top management considers

purchasing to be a valuable contribution to the competitive position of the company.
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For [purchasingls profess onalismJa significant mean difference has been observed for:
e Skillsfor developing strategies (p = 0.033)

The French believe more often than the Dutch that the expertise of the purchasing personnel

is sufficient for devel oping purchasing and supplier strategies.
The [orientation of purchasingCis significant different for:
e Orientation on collaboration (p< 0.001)

In the Dutch sample exists a stronger orientation on collaboration with the supplier thanin

the French sample.
e Orientation of clerical and operational activities (p<0.001)

In the Dutch sample a tendency towards purchasing asa clerical and operational activity is

observed by the time spent on purchasing.
Main implications

The observations on [purchasing sophisticationdo not show direct evidence that one of the
two countries is more [$ophisticated[in purchasing than the other. The emphasis of the French
on the perceived contribution to the competitive position would indicate a better positioned
purchasing function. This might also be explained by the strong technical orientation of the
purchasing function in France. Moreover, engineers are highly valued. [Expertiselis crucial in
French eyes. The skills for devel oping these strategies might be evaluated based on this
[éxpertisel] The Dutch are stronger on the collaboration question. Remarkable isthe
dominance of the Dutch on both collaboration Ad administrative orientation. The existing
ideaisthat aclerical orientated purchasing department devel ops viatough negotiation towards
collaboration with the supplier. These results could mean that the strategies of the Dutch

purchasers might be more differentiated.

Portfolio use
The structure of posing the questions has been changed compared to the Dutch questionnaire.

The original question was [How often is the purchasing portfolio analysis used in your
company?Cwith the possibilities (mever[] [less than once a year[] [dnce a yearCand [More than
once ayear[] The [hever(in this question indicated that no portfolio analysis was applied
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within the company. During a pil ot the respondents had difficulties with the directness of the
Dutch question. The French questionnaire splits the question in three:

1. [Doyouuseit?d
2. Who usesit? (the pilot respondents felt the need to differentiate in users)

3. How oftenisit used?

Use

The tests on use are performed based on a French sample of n = 63 and a Dutch sample of n =
215. A significant differencein use has been observed. The Dutch sample has 73% of

portfolio users. The French sample 55%. These results do not take the size of the company

into account. The 55% can better be compared to the 80.5% of large companies using the
portfolio anaysis in the Dutch sample. Dutch purchasers apply more often a portfolio analysis
than French purchasers. The hypothesisthat French purchaser use less often the portfolio

analysis has been accepted.

Who uses the portfolio analysis?

In the Dutch questionnaire this question has not been asked. It is, however, interesting to know
on which levelsin the organisation the portfolio might be applied. This question was added
after the pilot study. The respondent indicated that only a question on portfolio use was
insufficient. Therefore the question whether it is used in the company was completed with a

variable on who usesiit.

Who uses a purchasing portfolio?

B Purchasing Manager,

65.7% O Lead buyer, 68.6%

@ Purchasing Director,

51.4% O Buyer, 51.4%

| Other, 0.0% B Assistent, 8.6%

O Approvisioneur, 8.6% @ Manager of Logistics,

0,
B Supply Chain Manager, 2.9%

5.7%

@ Purchasing Director @ Purchasing Manager O Lead buyer
O Buyer B Assistent @ Manager of Logistics
@ Supply Chain Manager O Approvisioneur m Other

Figure 4.9: Distribution of the users of portfolio analysis in the French sample
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Figure 4.9 providesinformation on the actua users of the portfolio analysis. The figure shows
demonsgtrates that the portfolio analysisis mainly applied by the more strategic functionsin
purchasing. The lead buyer is most often mentioned. Also the purchasing manager usesthe
portfolio regularly. From the figure can be concluded that they are actual users of the portfolio
anaysis. It would be interesting to know whether the same structure exists in the Netherlands.
Unfortunately this question has not been posed in the Dutch questionnaire.

It can be concluded that the number of companies using a portfolio analysisis low.
Nevertheless, when the tool isused it is applied by purchasers on different levelsin the

company. No significant difference has been proved between the use frequency of the users.

Reason(s) non-use

For atest on non-use a sample size of n = 28 was used for the French and n = 56 for the
Dutch. The respondents were alowed to mark one or more of the listed possibilities. The

listed possibilities were:

It takes too much time to use a purchasing portfolio anaysis;

e Theresults of the purchasing portfolio anaysis are unusabl e;

e Thereisalack of knowledge for applying a purchasing portfolio analysis;

e Thepurchasing director does not want to use a purchasing portfolio anayss;

e The purchasing portfolio analysis does not include enough factors;

The purchasing portfolio analysisisto ssimple for complex decisions.

The results of the data are presented in Figure 4.10.
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Reasons for Non Use —e—French

—&— Dutch

Too much time

Too simple for complex decisions Unusable results

39

Not enough factors Absence of knowledge

46.4%

Unwilling purchasing director

Figure 4.10: Reasons for non-use comparison of the Dutch and French sample

The reasons for not using a purchasing portfolio in the French sample are mainly:
e Absence of knowledge 46.4%
e Too simplefor complex problems 39.3%
* Not enough factorsincluded 17.9%

[Absence of knowledgellisan interna reason for the company not to apply a portfolio
analysis. Thetwo others are part of the perceived limitations of the portfolio analysis. The
connection between those answersis easily made. By absence of knowledge the tool might
appear complex and not appropriate. And visaversa, if the tool isjudged inappropriate for the
purchasing situation the knowledge about the portfolio anaysis will not be developed either.

The magjor reasons for Dutch not to apply a portfolio andysis are:
e Takestoo much time 35.7%

e Absence of knowledge 25.0%

Because of the low sample size on the French group at-test is not recommended. But as the
number of 28 isvery close to the minimum of 30 it isworth to giveit atry. For individual

independent t-test significant difference is found observed for:

e Too much time (p = 0.006)
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Dutch non-users appear to less willing to use portfolio models for time reasons than French
purchasers. With the transaction orientation this can be expected. Dutch are often more
impatient than the French counterparts.

Reason for use

The options for answering the question 'Why do you use the portfolio analysis? are:
e It contributes to the understanding of products and suppliers;
e It contributesto cost savings of purchased products;
e It helpsin identifying the problems and possibilities in the purchasing activity;
e It helpsin developing differentiated purchasing strategies.

For the easons for use[138 French answer could be used and 159 Dutch. The main reason for
the French respondents to use a purchasing portfolio analysisis the role of the tool for the
development of purchasing and supplier strategies (94.3%). A second place istaken by the

reason that the portfolio analysisidentifies problems and opportunitiesin the purchasing
activity (57.1%).

—&—French
—&— Dutch

Reasons for Use

Contributes to understanding
100.0%

Differentiated purchasing strategies

Contributes to savings|
94.3%

Identifies problems/possibilities

Figure 4.11: Reasons for use comparison of the Dutch and French sample

Significant difference is observed at:
e Differentiated purchasing strategies (p= 0.02)

The French purchasers think more often than the Dutch that the portfolio analysisisan

important source of information for the development of differentiated purchasing strategies.
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There are fewer French purchasers that use a purchasing portfolio analysis. But the ones that

use it seem to approve the usefulness of it.
e Contribution to cost savings (p = 0.019)

The contribution to cost savings is more insisted upon by the Dutch users than by the French
users. Thismight be explained by the differencein functions of the Dutch and French
respondents. The Dutch respondents occupy more strategic positions and are able to perceive
cost reductions. For buyers this effect might be less clear. On the other hand, the focus on
money is often associated with the Dutch culture. The deal-focusis supported by a strong

orientation on business results.

All four observed differences support the idea that the Dutch are deal -orientated and the
French relationship-orientated. The Dutch are more focused on money and time aspectsin the
use of a portfolio tool. The French see the strategic gain of the portfolio by insisting on the
complexity of supplier management and differentiation in purchasing strategies.

A comment should be added to the variable @bsence of knowledgell This question assumes
that (knowledgells evaluated in the same way by the Dutch and the French. This might not be
the case. Theimpression exists that the Dutch type of knowledge is procedura, focusing on
the [how[the portfolio might be applied. The French might apply a more declarative approach
on knowledge. Thistype of knowledge insists on what goes behind the concept of a portfalio.
Technical expertise determines [knowledgell The French will more easily admit the absence
of knowledge. The question posed in the questionnaire therefore might not be interpreted the

same way by the Dutch and the French respondents.
Main implications
This part of the survey provides the information to respond to research question one and two.

Research question 1: Are there differencesin the Anglo-Germanic (Dutch) and the Latin
(French) use of portfolio strategies?

The survey shows that a smaller number of the French purchasers uses the portfolio analysis
than among the Dutch purchasers. In the Netherlands 74% of the companies use the portfolio
analysis. In French enterprises this percentage is 55%. The difference is even expected to be
larger. The French sample consists mainly of large companies. It islikely that portfolio
analyses are more often applied in larger companies. To compare the Dutch and the French
results the French level of use should be reduced. Another reason why the actual difference
might be even larger is the background knowledge of the respondents. The French sample was

taken from the database of alumni of the DESMA-program (a master in purchasing). That
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would mean that all respondents knew the tool in advance. The sectors being overrepresented
in the sample have more developed purchasing organisation. Therefore, the results for the
French portfolio use in the data analysis should be reduced. This means that the actual
differenceislarger than the 19% in this dataanalysis. Therefore it can be concluded that
French purchasers use the portfolio analysis less often than their Dutch colleagues.

It isdifficult to generalise these findings from the Dutch and French sample to the level of
Anglo-Germanic and Latin countries. If the explaining factors are based on characteristics that
can be attributed to the Latin countries one might expect that the other countrieswill also
apply the portfolio analysis less often. Considering the Anglo-Saxon background of the
portfolio analysisit might be expected that the Anglo-Germanic countries apply such an

approach more often than Latin countries

Research question 2: Why do Dutch and French purchasers use portfolio strategies?

The main reason for French purchaser to apply the purchasing portfolio analysisisthe
development of differentiated purchasing strategies (94%). The same reason was dominant for
the Dutch respondents (69%). The contribution to cost savings was significantly less applied
to French than to Dutch purchasers.

The mgjor reasons for not using a portfolio analysis anong Dutch purchasers are the time that
isrequired to apply thetool (too much time, 36%) and the absence of knowledge (25%). The
main reasons for the French purchasers to use a purchasing portfolio analysis are the absence

of knowledge (46%) and the simplicity of thetool (to smple for complex problems, 39%).

Initially theses results correspond to the national profile that was developed on the French and
Dutch purchaser[s behaviour. The time constraint fits well in the deal-focused attitude
expected in the Netherlands. The French that would be more concerned with the relationship
itself might think a relationship cannot be [daught[into a matrix.

Purchasing Strategies: Dependence and Trust & Commitment

In the four scenarios the question has been asked whether the respondent recognised the
stuation. The ones that answered this question negatively are excluded from the analysis. In
the French questionnaire this was a yes or no-question. The Dutch survey used afive-point
Likert-scale. For comparison possible the Dutch answers have been recoded. The answers 1
and 2 are interpreted as [Mol] 3, 4 and 5 as [yes[] Paralel tests have been performed excluding
3 from the [yesCanswers. The same significances have been observed, with one exception for

cal culative commitment. This exception will be addressed in the text.




The tests are performed with the following sample sizes:

Leverage Strategic
French W =50 French W =57
Dutch M =154 Dutch N = 183
Routine Bottleneck
French M =159 French M =32
Dutch M= 164 Dutch W= 152
Supply Risk
Dependence

The perceived level of dependence is measured by a single item. The purchasers are asked to
indicate the level of the buyer[$ dependence (the perceived dependence on supplier X) and
supplier[($ dependence (the perceived dependence of supplier X on purchaser[$ company).
Figure 4.12 and Figure 2.3 display the results on the single item measurement of dependence.
The supplier(s and buyer(s$ dependence is the average score of the respondents that recognised
the scenario. The net dependence is the average score of supplier(s dependence reduced by the
average buyer[s dependence. The net interdependence is the sum of both supplier(s and

buyer[s dependence.
Supplier's Buyer's Net Inter
Scenario dependence | dependence | dependence dependence
) 2 D-© @ +@
Bottleneck 2.15 3.67 -1.52 5.82
Routine 1.93 1.46 0.47 3.39
Leverage 2.98 1.86 1.12 4.84
Strategic 3.03 3.98 -0.95 7.01

Figure 4.12: Dependence in the matrix for the French sample
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Supplier's Buyer's Net Inter
Scenario | dependence | dependence | dependence dependence

@ 2 1 0@ 1H+@
Bottleneck 2.13 4.01 -1.88 6.14
Routine 1.91 1.74 0.17 3.65
Leverage 2.86 1.97 0.89 4.83
Strategic 3.26 4.24 -0.98 7.5

Figure 4.13: Dependence in the matrix for the Dutch sample

No striking differences are observed between the two samples with regard to the dependence
levels. Perceived dependence is a constant factor in the survey results. No significant
differences have been observed. Thiswould mean that the situations in which the purchasers
operate are perceived equally. This supports the concept of the Kraljic-model. Figure 4.14

shows the distribution of dependence over the four portfolio quadrants.

Bottleneck

French sample

Bottleneck

Dutch sample

Routing

Strategic Strategic Routine

—e— Supplier's dependence

—#— Buyer's dependence

Lewverage Leverage

Figure 4.14: Behaviour of buyer s and supplier s dependence in the Dutch and French sample

High buyer[s dependence can be observed in the bottleneck and strategic quadrant. Buyer($
dependenceisin accordance with the Kraljic-model. In both cases the buyer[s$ dependenceis
significantly different from the non-critica and bottleneck quadrant (In Dutch and French
sample al p = 0.000). Although the non-critical and leverage quadrant score low in buyer($
dependence, the perceived buyer[s dependence is higher in the leverage quadrant (py. = 0.044,
per = 0.034). The buyer(s dependence is related to the supply risk in the purchasing domain.
Thisfulfils the expectation.
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The supplier(s dependence is expected to be low in the bottleneck and strategic quadrant. This
expectation is confirmed by the observations. The dependence scoresin the strategic and
leverage quadrant are significantly different from respectively bottleneck and non-critica
quadrant, with a significance of p = 0.000 for both samples. In the Dutch sample the supplier
dependence increases from the leverage to the strategic quadrant with a significant difference
of p=0.000.

Figure 4.14 follows the expectation pattern of the Kraljic-model in that sense that the expected
dependencies levels are confirmed. The picture observes for both samples that the buyer is
dominant in the leverage quadrant, while the supplier has the lead in the bottleneck quadrant.
The non-critical quadrant isin the Dutch case equally distributed in terms of dependence. The
French non-critica activities appear to be dightly dominated by the buyer. The picture of the
strategic quadrant is interesting, asit does not show a sign of balance in the dependence levels.
The strategic quadrant is dominated by the supplier. Thisis not conform the literature of
power in the Kraljic model (Cox, 2001, Van Weele, 2005), but support the findings of
Gelderman (2003). The Dutch data show the same pattern. [The results may shed a different
light on the buyer[s view on issues of power and dependence: even satisfactory partnerships
are dominated by the supplier((Gel derman, 2003, p.256).

The hypothesis on different dependence levelsisrejected, no significant difference can be
found. Although no differences are observed between the two samples with regard to

dependence levels, the scores on the relationship characteristics show a different picture.

Trust and commitment

The fact that no differences have been observed in the level s of dependences strengthens the
results that appear from the relationship characteristics. It can be assumed that the situations
are perceived equally in terms of buyer($ and supplier[s dependence. This subsection explores
whether the behaviour in these situations are similar as well. The power and dependence level
is expected to relate to certain relationship characteristics. The respondents were asked to
judge the following sentences on a scale one (completely disagree) to five (completely agree).

0 Webedlievethat supplier X will keep his promises and agreements (competence
trust)

0 Webedievethat supplier X will not misuse his position and actually takes our interests

into consideration (goodwill trust)

0 We are doing business with supplier X, mainly becauseit is pleasant working with

this supplier (affective commitment)
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0 We are doing business with supplier X, mainly because too much time, energy and
expense would be involved in terminating the relationship with this supplier

(calculative commitment)

Figure 4.15 lists the average scores of the French and the Dutch sample on competence trust,
goodwill trust, affective commitment and cal cul ative commitment. A t-test was performed on

the individual items.

Mean Mean
Leverage French  Dutch difference | Strategic French  Dutch difference
Competence Competence
trust 3.62 4.08 *%.0.46 | trust 3.68 4.21 **.0.53
Goodwill trust 3.44 3.89 **.0.45 | Goodwill trust 3.14 4.03 **%.0.89
Affective Affective
commitment 1.94 3.12 ***.1.18 | commitment 1.81 3.57 **x.1.76
Calculative Calculative
commitment 2.64 2.17 **0.47 | commitment 3.14 3.22 -0.08
Mean Mean
Routine French  Dutch difference | Bottleneck French  Dutch difference
Competence Competence
trust 3.21 3.71 **%.0.5 | trust 3.34 341 -0.07
Goodwill trust 3.1 3.48 *-0.38 | Goodwill trust 2.72 3.2 -0.48*
Affective Affective
commitment 1.83 3.11 *+%.1.28 | commitment 131 2.71 -1.4%xx
Calculative Calculative
commitment 2.75 2.32 0.43 | commitment 3.16 3.13 0.03

Mean differences are calculated (French) O (Dutch)
* Significance p < 0.05
b Significance p < 0.01
rkk Significance p < 0.001
Figure 4.15: Average scores and mean differences for the French and Dutch sample

In the bottleneck quadrant significant differences (p< 0.05) are observed for, in descending
order of the mean differences:

Affective commitment - 1.40

Goodwill trust -. 48

The French purchasers score extremely low on affective commitment. They aso have less

confidence that the supplier will take their interests into account. Due to the difficult position
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of the buyer the general scores of affection are low. Affective commitment even extremely

low (1.31 on ascalefrom 1t0 5).

In the non-critical quadrant asignificant differenceis observed for (in descending order):

Affective commitment -1.28
Competence trust -5
Goodwill trust -.39

A test was performed for the resultsincluding and excluding 3 from recognition. When 3 is
not interpreted to be a [yes[] then a significant differenceis also observed for caculative

commitment (mean difference: + .52).

Significant are the differencesin scenario 3, the leverage quadrant for all four factors.

Affective commitment -1.18
Calculative commitment + .47
Competence trust - .46
Goodwill trust -.45

In this case too the French feel lesstrust towards their supplier. Also the affective commitment
is performs poorly. Calculative commitment on the other hard shows a positive difference,
which means that the French sample shows more cal culative commitment than the Dutch

sample.

Significant differences between the French and the Dutch in the strategic quadrant are:

Affective commitment -1.76
Goodwill trust -.88
Competence trust -.52

The difference on affective commitment islargest in the strategic quadrant. Mainly caused by
the increase of Dutch commitment in strategic partnership. Also Dutch goodwill and
competence trust increase in this scenario. French average scores remain about the same

compared to the leverage quadrant. Goodwill trust even decreaseslittle.

To be ableto interpret these differences they should be related to the behaviour of the
relationship characteristics over the different quadrants.

Figure 4.16 gives an overview of the mean scores of competence and goodwill trust, and

affective and cal cul ative commitment.
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Bottleneck —e— Competence trust

—— Goodwill trust
—A— Affective commitment

Calculative commitment

Strategic Routine

Leverage

Figure 4.16: Behaviour of relationship characteristics over the different quadrants in the

Dutch sample

The data of Gelderman follow a specific pattern in the distribution of characteristics over the
quadrants. Bottleneck scoreslow on dl characteristics. Competence trust (p = 0.000),
goodwill trust (p = 0.011), affective commitment (p = 0.001) and cal culative commitment (p =
0.000) are al significantly different compared to the non-critical quadrant. Except for
calculative commitment, the aspects differ significantly (p = 0.000) from the bottleneck to the
drategic quadrant.

Calculative commitment seemsto appear in the positions where the buyer does not have much
choice. In the strategic and bottleneck quadrant these aspects score high. Probably calculative

commitment isless thought of in situations that lack buyer[s$ dependence.

Also affective commitment is related to the buyer[s dependence. A high scorein the strategic
quadrant, alow scorein the bottleneck quadrant. The differences between strategic and
bottleneck towards the other position is significant (all p= 0.000). No difference is observed

between the non-critical and leverage scenario.

It seemsthat the level of trust and commitment increased along the sequence bottleneck O
non-critical Oleverage Ogtrategic. The levels of trust are close to each other, while showing
more competence trust than goodwill trust. Bottleneck and non-critical attitude significantly
(Peompetence = 0.004, ooawint = 0.011). The level increase towards the leverage quadrant (Peompetence
=0.044, gooawin = 0.000). The levels stay the same going to the strategic partnership.
Apparently, in case of an important purchase, associated with high profit impact, trust stays
equal (in the leverage as well asin the strategic position). Only the cal culative commitment
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increases (p = 0.028) due to the increased dependence on the supplier. Affective commitment

isrelative low, but increases in a strategic partnership.

The French show a dightly different pattern. Figure 4.17 providesinsight in the French
average scores.

Bottleneck

—o— Competence trust
—&— Goodwill trust
—&— Affective commitment

Calculative commitment

Strategic Routine

Leverage

Figure 4.17: Behaviour of relationship characteristics over the different quadrants in the

French sample

The French show far lower levels of trust and commitment than their Dutch counterparts. This
explains for alarge part the differencesin the t-tests. When considering the behaviour of the
characteristics over the quadrants, the eye catcher isthe low level of affective commitment
that the French purchasers feel towards their suppliers.

Within the figure less differentiation can be observed between the scenarios than in the Dutch
sample. A clear difference can be found between the bottleneck and the strategic quadrant. In
the strategic quadrant is concerned with a significant higher score for competence trust (p =
0.010) and goodwill trust (p = 0.023). The same aspects are significant between bottleneck
and leverage (respectively p =0.039 and p = 0.000). Also in the French datatrust isrelated to
the high profit purchases. No significant differences in relationship characteristics are
observed between bottleneck and non-critical, and non-critical and leverage. From leverageto
drategic thereis a significant increase in calculative commitment (p = 0.028). The same
behaviour was observed in the Dutch sample. The differences between the scenarios are not as
clear asin the Dutch sample. The Dutch seem to keep more to the theoretical pattern than the

French.
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The reason that the quadrant might be less differentiated could be the smaller sample size.
This behaviour could aso be explained by the less clear differentiation between strategy. In
the [purchasing orientationCof the French the orientation on collaboration, tough negotiation
and administrative tasks was equally distributed. This could mean that there exists no clear
differentiation between the strategies. Thisis supported by the overview of the relationship
characterigtics. The differences between the quadrants are not significant in most cases. Less
differentiation on purchasing strategies might be explained by the relationship orientation or
the stage of development of the purchasing function in French companies.

When comparing the average scores between the low and high scores of the dimension profit
impact and supply risk, the Dutch and the French sample show similar results. On supply risk
thereisasignificant difference in buyer(s dependence (p = 0.000), supplier(s dependence (pn.
=0.000) and calculative commitment (py. =0.000, per = 0.026). When the supply risk ishigh
the purchasers assign more cal cul ative commitment. This can be explained by the higher level
of dependence that isinvolved in such arelationship. Thereis no easy way to switching of
supplier.

With regard to profit impact both samples correspond to significant differences between the
upper and the under leve of the matrix on buyer(s dependence (py. =0.001, per = 0.007),
supplier(s dependence (p =0.000), competence trust (py. =0.000, per = 0.003) and goodwill
trust (pn. =0.000, prr = 0.034). The Dutch sample demonstrates a so a difference concerning
affective commitment (p = 0.000). Trust seems to correspond to the importance of the product.
The more precious the product to the core process of the company, the more confidence in the
supplier they need develop. Thisis essentia for a secure flow of production, profitability, of
the buying company. Theory says that commitment results form trust. This pattern cannot be

observed from these data.
Main implications
The presented results enable to answer to research question four.

Research question four: Are there differences between the Dutch and the French perception of
power in managing the buyer-supplier relationship?

First the perceived levels of dependence will be discussed, followed by the perception of the
relationship in terms of trust and commitment. The dependency levelsin the four quadrant are
perceived equally by the Dutch and the French respondents. The hypothesis that the
dependenceis more easily accepted in the French purchasing situation has been rejected. The

absence of perceived dependence supports the general application of the Kraljic-matrix.
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4.6.7

Although the purchasing situations (scenarios) are perceived equally on dependence levels, the
perceived relationship characteristics are for three fourth different. The score on the
relationship characteristics have acompletely different picture for the Dutch and the French
case. However, the difference turned out the other way around than was expected. The most
striking result is the difference on [@ffective commitment] The question can be asked whether
thisisthe actual or the desirable answer. The study has been performed in a controlled way.
The questionnaire is based on thorough literature review. The has been validated in the Dutch
survey. The trandation was conducted in cooperation with several French expertsin
purchasing management. The results should therefore be considered seriously with regard to

the explanation of the surprising results.

Generally speaking the level of trust and commitment of French purchasersis below the Dutch
scores. This means that the hypothesisis rejected that the French purchasers are more
relationship-orientated than the Dutch.

Thiswould mean that the characteristics of national culture do not apply to the purchasing
situation. This might be explained by the characteristics of the purchasing situation. A
purchasing professional culture seemsto overrule national characteristics. Nevertheless the
Dutch attitude and the French attitude are different.

On the other hand, the distrustful behaviour of the French purchasers might also bein
correspondence with the professiona level of purchasing and supply management in France.
The portfolio andysisis less often applied, the differentiation between the relationship
characteristics within the matrix are not strongly differentiated. This might point at a different
focusin purchasing. In the pilot session was mentioned that the rel ationship with the supplier
was orientated on the short term, focusing on cutting direct costs and therefore on mistrusting
the supplier in al itsmoves. In that case the higher scores on trust and commitment of the

Dutch purchasers reflects the purchasing organisation instead of a cultural attitude.

Another explanation could be the fact that the automotive industry is over represented in the

sample. Thisindustry is know for the tough negotiation with their suppliers.
These possible explanations will be explored during the focus group discussions in Chapter 5.

Nationality of the supplier

The fourth part of the questionnaire aimed at exploring the cultural dimension in the way
French purchasers address their suppliers. The relationship characteristics of the scenariosin
part two are used to revedl the attitude the French purchasers have towards suppliers of

French, Dutch, Italian or German origin. Many respondents did not answer the last part of the
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guestionnaire, othersfilled in the recognition question, but not the actual answered to the
guestions. The respondents that did not recognise the relationship with the nationality in

question are excluded from the examination. The sample size for this part of the questionnaire

isfor &

French supplier N =47
Dutch supplier N=17
Italian supplier N =28
German supplier N =38

For this exploration a star plot can be made to observe possible differences. Few irregularities
can be observed. The trust of French purchasersin their Italian partners shows alow score.
Both competence and goodwill trust fall behind.

Competence trust

Calculative commitment Goodwill trust

—e—French supplier

—a— Dutch supplier
Italian supplier
German supplier

Affective commitment

Figure 4.18: Trust and commitment towards suppliers of French, Dutch, Italian and German

nationality

The four countries can be split to their cluster origin. France and Italy represent aLatin
culture, while the Netherlands and Germany stand for an Anglo-Germanic culture. The figure

that follows from the means does not provide uswith topics of discussion.
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Competence trust
4

Calculative commitment

Goodwill trust

—&— Latin supplier

—#— Anglo-Germanic supplier Affective commitment

Figure 4.19: Trust and commitment towards suppliers of Latin and Anglo-Germanic origin

Theresult of this part of the questionnaire isthat the nationality of the supplier does not
influence the perception of the relationship.

4.7 Conclusions and answering research questions one, two and four
The difference in size and function are interrelated. The French sample represents mainly

large companies, while the Dutch sample aso included SMEs.

As presented in Chapter 2 (Research design) cultural studies are vulnerable for other plausible
explanations that can explain the results obtained. Thregts to the internal vaidity are
especialy higher when the context of the measurement cannot be controlled (Abrahams,
1997). The sample characteristics are different with regard to company size, function and

industry.

The French respondents are mainly lead buyers and buyer, while the Dutch respondent was
most of the time purchasing director or manager. This corresponds to the [dompany sizellof
the sample. In the Dutch sample the companies are smaller. The function of [purchasing
manageror purchasing director(is different than in large enterprises. The French sample
represents mainly large companies. This difference was expected to affect some of the results.
E.g. portfolio is expected to be higher in larger companies. The interpretation of the results
considers these differences. The Dutch sample shows a different pattern of industrial sectors
than the French group. Neverthel ess the industries can be compared based on the [Strategic
importanceJof the purchasing function. The overrepresented industries are the leading

industries in purchasing development.

Another socia threat that might have influence the resultsis the socia desirable behaviour
pattern. Oudenhoven (2001) observed difference between actual cultura characteristics and
desired cultural characteristics. Such an intercultural comparison risks to measure the level of
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desired behaviour on trust and commitment. The questionnaire is focusing on purchasing
drategies and only introduces a cultural perspective at the end. In this way the researcher tried

to achieve most reliable answers.
The results of this chapter can provide an answer to research question one, two and four.
Arethere difference in the Dutch and French use of portfolio strategies?

Y es, the French use less often a purchasing portfolio analysis than Dutch purchasers. Over the
whole sampl e this difference is made between a percentage of users of respectively 55% and
74%. In the Dutch samplethe level of use within large companies was 80% to 57% in small
companies. The French sample represents manly large companies. The percentage of 55% is
expected to be higher that the general average. The results from the level of [purchasing
sophisticationCcannot directly explain this differencein use.

Why do Dutch and French purchasers use portfolio strategies?

The main reason for both the French and the Dutch purchasers to apply a portfolio analysisis
the generation of differentiation purchasing strategies. The French believe this stronger even
than the Dutch. Another important reason for the Dutch is the contribution a portfolio makes
to cost savings.

The reason not to use a portfolio analysisis for both nationalities the absence of knowledge
about the tool. The Dutch and French differ significantly on the time constraint and the
complexity of purchasing reality. The Dutch non-users believe it takes too much timeto apply
the portfolio analysis. The French think that the tool istoo simple for supporting the complex

stuationsin supplier management.

Are there differences between the Dutch and the French perception of power and dependence

in managing the buyer-supplier relationship?

No difference has been observed on the perceived levels of dependence. This supportsthe
general application of the Kraljic model. However, the relationship characteristics associated
with the purchasing situations differ considerably. The French purchasers show less trust and
commitment towards their suppliers than the Dutch purchasers. Especialy [@ffective
commitmentreaches amost the minimum. It is surprising that the results are opposite to the
hypotheses built based on existing intercultural literature. The results might show that the
professiona characteristics are more important in the purchasing context than the national

cultura aspects. Thiswill be explored in the focus group discussions in chapter 5.
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5 Focus Group Discussions

5.1 Introduction
The outcomes of the survey result in interesting points of discussion. A difference has been
observed in portfolio use, but what can explain this difference? What can explain the inverse
outcomes on relationship characteristics? Were the initial hypotheses based on nationd culture
appropriate for the purchasing situation? These questions have been addressed to two groups
of purchasers. Both focus group discussions have been conducted with purchasers that
followed amaster in purchasing. One group represented only French purchasers from different
industries and regions. The second group was international. This discussion was based on the

experiences with French and Dutch purchasers.

The focus group discussion was introduced by a short outline of the exploratory study. The
most important results were presented. The respondents were asked to reflect on some of the

results:
e Portfolio use
e Trust and commitment: relationship-orientation versus deal-orientation

e Theinitia hypotheses: is national culture the explaining variable in the international

business context?

Thefirst two subsections will present the results of the two focus groups. The chapter

concludes with a discussion of the resultsin line with the outcomes of the survey.

5.2 Focus group: DESMA-course, Grenoble
The first focus group was organised at the dnstitut dCAdministration des Entreprises de
GrenoblelIAE Grenoble). The participants were following courses of amaster in purchasing
(DESMA). Eleven of the group members wanted to participate in the group discussion. They
represented different industries and work in different regionsin France.

Portfolio use

The participants of the discussion observed that the sort of tool that under study could explain
differencesin portfolio use. The portfolio anaysisis associated with consultancy work instead
with day-to-day purchasing in production companies. The reason mentioned was that the

purchasing task in a French company is still rather administrative. The purchaser does not
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focus on the managing the buyer-supplier relationship. This group indicated that in France,
purchasing is still more associated with [orderingl] A portfolio analysisis applied at strategic
level. The group thinks that the purchasing director might apply such atool. The actua buying

processis not asformalised asis expected in the Netherlands.

Two out of eleven participants applied a purchasing portfolio analysis. Thisintroduced a
discussion on the maturity of the purchasing organisation in France and the Netherlands. The
participants are convinced that the French purchasing function is less mature than in Northern
European countries like the Netherlands. Purchasersin France often have atechnica
background. The education on the purchasing domain is low. Often purchasers are replaced
from other departments, like production. They are not acquainted with tools like the

purchasing portfolio analysis.
Relationship characteristics: trust and commitment

The results do not surprise the participants. Due to the pressure in the market they fed obliged
to move away from the affective aspects of the buyer-supplier relationship. The relationship
takes place between companies, not between people. In addition, the idea exists that low
affection is appropriate in the business context. One of the participants said that she would
always distrust suppliers. Only one of the participants mentioned that his company applies a
more partnership-orientated approach. He compared his company(s approach with the Dutch
results of the survey. He explained that when the purchaser trusts the supplier you receive trust
in return. Only 10% of the companiesin France daresto apply such a strategy. Most
purchasers focus on a fixed price: the one-hit strategy rules. He is convinced that the long-
term focus leads to a more comfortable and fruitful cooperation. The group concludes that a

partnership-orientated relationship is preferred, but considers this as a utopia their business.
Hypotheses

Differences exist between the relationship between people and the relationship between
organisations. The first one might be rather relationship-orientated, but the business
relationship is very rational. The French orientation on relationship is associated with alow
level of professionalism. Only when businessis not arranged properly, they have to be settled

by a good relationship.

The image of the Dutch isthat they are highly commercial. Thisisinterpreted by a strong
business focus with human approach of the supplier. Time and the deal areimportant, in doing

s0 the Dutch get things done.
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5.3 Focus Group: EIPM, Archamps
The second group consisted of 12 practitionersin amaster of purchasing at the European
Ingtitute of Purchasing Management (EIPM). The nationalities represented were French,
Dutch, German, Swiss and Polish. This discussion focused more on the rel ationship aspects of
the study. The aim was to explore the possible drives that explain the low levels of trust and

commitment of the French purchaser.
Trust and commitment

The French participants indicated that arelationship is an important element in business.
However, it isaways subordinate to results. The priority focuses on the deal itself.

One of the participants explained that the French make a clear distinction between the
personal life and the business context. The relationship is part of persond life. In business the
French are tough negotiators, with aneutral and task-orientated attitude. What happensin the
business relationship does not affect the personal relationship. Even if thereis no dea for the
French counterpart the lunch stays a pleasant gathering. The topics that are discussed at the

table are: family, art, persond interests, etc. It is mot done[to mix personal life and business.

The clear separation of private and business context |ead to a valuable recommendation to the
Anglo-Germanic cultures. The impression exists that business devel ops during the informal
meetings. The contrary istrue. For French and Italiansit isinappropriate to address business-
related topics during lunch. Thisisasdtrict rule for the purchasers who want to be successful in

Latin countries.

However, different orientations can be observed according to industry. In industries associated
wit national pride, e.g. beverage and food for the French, business is more rel ationship-
orientated. They can be very stubborn and the beat about the bush in negotiation talk. The
business context itself looks friendlier and is less goa-focused. The other participants agreed
that large differences exist on industry level. Thisis based on organisation and industry

characteristics.
Professionalism

The Dutch have been sailors and traders for centuries. They are well trained in the negotiation
process. The Dutch are very process-orientated. Little space of freedom existsin the
relationship. Despite the high level of education the Dutch are perceived to be narrow-minded.
The French are said to be more comfortable to deal with. They are more easy-going and more
relaxed.
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The orientation is different. A connection was mentioned with the maturity of the purchasing
function. There seemsto exitsalife cyclein therole of relationshipsin business. In former
days business was based on trust. At a certain moment business professionalizes. People
started to develop strategies and they challenged with their relationships. Partners felt cheated
and trust disappeared out of the business context. The next devel opment stage in the maturity
process reintroduces the focus on relationships. They are indispensable for well performing
cooperation. In this stage professionalism is expressed by choosing which relationshipsto

develop into a strong partnerships.
Role of national culture

Knowledge on cultural behaviour in society cannot directly be copied to the business context.
In larger companies oneis expected to play aong with the [gamel] Such games do not exist in
personal life. In small businesses the participants expect to observe more emotion-driven
behaviour based on national culture. In the need of [professionalismCithe national cultureis
expelled and replaced by a globa attitude. Thisfocus, as explained before, is subject to the
type of industry, the kind of suppliers and clients a company workswith. E.g., the IT domain
isvery professional, while governmental institutions focus more on the context and personal
contact.

Cultural behaviour is associated with education. In Italy one learns to be focused on
friendships. The structure of society isinforma and oneis educated in that structure. The
German society is very forma leading to more strict behaviour. The Dutch are extremely
process-orientated. Therefore, national culture seemsto affect business culture. The fact that
freedom of speech is one of the most important rights of the Dutch, resultsin an outspoken
business attitude. The less professionaized the company (small) and industry the more
national culture affects business. As mentioned before, heverage and food(ds more
(firiendshi p-focusedCand automotive can be considered [global business]

5.4 Analysis
Although the sample of focus groups is small, the two groups agreed strongly on certain
aspects determining differences in behaviour. Four aspects become clear during the focus

discussion are:

The perceived differencesin the maturity of the purchasing function in the Netherlands and
France. The French approach is perceived | ess professionalized. The first group says that
purchasing is still mainly an administrative task. The processisless strategic and not as
strongly formalised asin the Netherlands. A less mature purchasing organisation could explain

the low percentage of use. This corresponds to the positive relationship between portfolio use
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and [purchasing sophistication] On the other hand, the survey demonstrates that the Dutch
purchasing function is more administration-orientated than the French is.

If thislife cycle of relationship-orientation is true this would mean that the French are till
more competitive and the Dutch consciously focus on specific relationships. Thiswould be an

interesting hypothesis for further research.

In the French context personal relationships are strictly separated from the business
relationships. Thisargument can explain therationa approach of the French in there business
relations. Apparently, the national characteristics affect the persona behaviour, not the
business behaviour. The French are rationd in their business attitude. Therefore, low scores of
trust and commitment have been observed. Especially affective commitment is hardly
involved in the French purchaser(s attitude. This hasimplication for practitioners. The well-
known [iunchOshould not involve business. In addition, personal contact is not affected by the

outcomes of the business negotiation.

The behaviour of people in the private context cannot directly be copied to the bus ness
context. National cultureisamajor factor in the relationship between people. Other behaviour
is observed in the buyer-supplier relationship. This would mean that general intercultural
studies could not be applied in the intercultural business context. The behaviour of French
purchasersisrational. The Dutch are commercia. The background of the purchasing function
seems to have a strong effect on the actual business behaviour. Thiswould indicate that
professional culture isadominant variable in business. Nevertheless, purchasing professional
culture differs between Dutch and French purchasers. Asindicated by the participants of the
focus group nationa culture can affect professional culture. It isinteresting to observe that this
corresponds with the observations of Ulijn and Kumar (2000) on corporate culture. They
differentiate between atight and loose nationa culture. Applying this approach to the

professional domain would provide an overview likein Figure 5.1.

North-West Europe Latin Europe

Figure 5.1: Effects of professional culture based on Ulijn and Kumar (2000)

This figure would indicate that professional cultureis stronger affected by nationd culturein

Latin Europe than in Anglo-Germanic Europe. This would mean that French professional
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culture is more affected by nationa culture than the Dutch professional culture. On the other
hand, French seem to separate business and private life more strictly than the Dutch do. The
role of professional culturein business behaviour is a challenging topic further research. One
of the mgjor questions would be how to identify this business culture. How does national
culture affect professonal culture? This can lead to specific recommendations to apply in

purchasing practice.

The orientation on results or relationships depends on the industry. The industries associ ated
with nationd pride seem to be more relationship-orientated than industries that are considered
more competitive. It seems asif these industries of national pride are related to along history.
For example, the participants of the focus groups indicated that the beverage and food industry
is more relationship focused than the | T-industry.

5,5 Concluding the round tables and answering research question five
Two focus group discussions have been conducted. One group consisted of French purchasers;
the other group were purchasers of French, German, Swiss, Dutch and Polish origin. The

groups were asked to discuss the topics that surprised in the results of the survey.
The results of the discussion focused on four main aspects:

e The perceived differences in the maturity of the purchasing function in the
Netherlands and France.

e Inthe French context personal relationships are strictly separated from the bus ness
relationships.

e Thebehaviour of people in the private context cannot directly be copied to the
business context.

e Theorientation on results or relationships depends on the industry.

The reflections of the focus group discussions provide the necessary information to respond to
research question five.

Research question five: If thereis a difference in the use and application of purchasing

portfolio strategies, to what extent can these differences be explained by national culture?

The results of the survey pointed out that difference exist between portfolio use and the
relationship characteristics in the Netherlands and France. The hypotheses based on studies of
nationa culture have been rgected. The focus group discussions support that culturein
businessis different from national culturein society. This meansthat the differencesin

purchasing practices cannot be explained by national culture directly.
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However, culture plays an important role. Research should focus on the role of professional
culture. There are professional traits that are determined by the background of the profession.

National culture can affect the development of professiona culture.

In addition, the maturity of the purchasing profession can be an explanatory variable of the
observed differences. This difference has been indicated during the focus group discussions,
but not supported by the survey results. The level of [purchasing sophisticationCrelatesto the
position, the purchasing orientation and the professionalism of the purchasing function. These
characteristics most probably affect the culture of the purchasing function.

Therefore, the answer to research question five point out that nationa cultureis not the
dominant factor in the behaviour of purchasers. Nevertheless, new insight have been provided

for the characteristics of the purchasing profession.
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6 Propositions for further research

6.1 Introduction

This exploratory made the first stepsin the inter-cultural aspects of purchasing. Purchasers are
confronted with suppliers from al over the world in every day practice. The portfolio tool is
not applied in the same way in the Netherlands and France. The results demonstrate that the
standard intercultural models of national cultures cannot be applied to the business context of
the buyer-supplier relationship. The immediate question is: if it is not nationa culture, what
are the influencing factors? How can research be devel oped on the intercultura purchasing
situation? And how should practitioners deal with intercultura issuesin day to day practice?
This chapter addresses the follow-up of the exploratory study on portfolio use.

The study performed is of explorative nature. There are severa directionsin which research
can be developed based on the results of this study. First, it isthe opportunity to develop the
current research focus: portfolio management. Secondly, the aim of the study can be adapted
based on the experiencesin this orienting exercise. This means that the study works out what
cultura aspects affect the business context. Moreover, how can practitioners use the available
knowledge for developing their strategy? Third, the role of power and dependence is evident
in the buyer supplier relationship. The existence appears not to be perceived differently, but
the expression of it changes from cultural context. In what way isit different? Each following

subsection will be dedicated to each of the propositions of further research.

6.2 Large scale survey on portfolio use

This explorative study reveded that there are cultural factors influencing portfolio use.
Portfolio useis associated to purchasing sophistication. Purchasing sophistication leadsto
better company performance (Gelderman and Van Weele, 2005). Portfolio use provides an
interesting focus for further exploring other cultures. The results of the explorative study that
has been performed the format needs to be adapted.

[Culture[needsto be investigated in alarger context. Thisinfluence of professional culture
seems to be stronger than national culture. Nevertheless, the professional cultures differ
between countries. The focus group discussions emphasi sed that nationa culture is affecting

the professional behaviour. This means that the model needs to be expanded. This explorative
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study orientated strongly on the survey of Gelderman. Further research should develop a
different format.

For adevelopment of an intercultural research in the use of purchasing portfolio models, itis
important to better control the context of the questionnaire. Cooperation between different
countries can be set up that work on the same time. In this way the sample groups can be made
more comparable than in this research. A discussion would be necessary about the population
for study. What industries are included? In the discussion appeared that the industry is an
important determining for the level of in-formalism. One could decide to explore oneindustry.

Alternatively, different industry categories could beidentified to compare characteristics.
Elements that are of interest in further research are;

Thelevel of purchasing sophistication in the different countries (Gelderman, Van Weele,
2005, Gelderman, 2003)

e Portfoliouse
e Useintensity
e Usefrequency
e Users

 Reason for use and non use

The reasons of use and non-use applied need to be explored in an intercultural context. As
Gelderman (2003) extracted the reasons from case studies, the same can be recommended for
an intercultural comparison. Areal option included and what implication on cultural
interpretation do the factors have? Maybe it is even more valuable to develop thispart in
interviews, case studies and expert meetings. There the research is ableto figure out the
incentives and motivations for applying a portfolio anaysis. Maybe these specific cases can

differentiate between different levels of culture.
For the support of the Kraljic-model the perception of the scenario context isimportant:

e Dependence
e Trust and commitment

The relationship characteristics MrustCand [@ommitmentheed to find more differentiation in
the relationship attitude. Especially in this part of the questionnaire, information on different

cultura approaches can be tested. Trust and commitment are essential ingredients. However,
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these aspects are genera for the any business rel ationship. Specific buyer-supplier relationship
characteristics should be studied to develop a modd to test the influence of culture.

Such aresearch can create value by performing this research on alarge scale and in different
countries at the same time.

6.3 Cultural dimensions in the buyer-supplier relationship

Another way to develop the cultural dimension in the purchasing domain involves the use of
the dimensions of Hofstede in identifying the structure purchasing professional culture. This
general study can be used to explore the effectsin the buyer-supplier relationship. Ulijn,
Weggeman (2001), Ulijn et a. (2001), Ulijn (2001) have developed a questionnaire based on
Hofstede focusing on the innovation culture in a Dutch-German cultural comparison. The
interesting point of these studiesisthat the general national characteristics are used to develop
knowledge on a specific profession. From this point of view afocus on the buyer supplier
relationship isworthwhile. General national characteristics are not helping the practitioner.
Therefore, what rules are needed in an intercultura buyer-supplier relationship? Especially
because one tend to speak of an international business culture. What specific (cultural) issues
are of importance in intercultura buyer-supplier relationships? An example that was provided
during the focus group discussions. The general impression exists that French deal business
over lunch. Apparently the oppositeistrue. For a successful relationship, one should not
address business affaires during the informal moments. These are val uable recommendations
for the buyer or marketer abroad.

This research can be based on the difference in buyer-supplier relationship based on the
Krajic-modd. The distinction between the levels of dependenceis essential, asthe related
supplier strategy changes a ong with the importance of the product and the characteristics of
the supply market. The behaviour of the involved purchasing manager will change depending

on the cultura background.

For studying the attitude in the different buyer-supplier relationships, the scenarios of Kraljic
can be used, with the question to judge situation characteristics based. These sentences are
rephrased from the questions of for example Hofstede (1997) and Ulijn, Weggeman (2001)
that regard the specific domain. The result would be an overview of the cultural dimensionsin
the specific situation of the buyer-supplier relationship. This could lead to an overview of

practical implications and recommendations for purchasers.
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6.4 How practitioners should address the differentiated relationships

From a practitioners point of view it isclear that cultureis part of daily lifein internationa
buyer-supplier relationships. Their interest is how to actually deal with it. The persona long-
term approach is more or less clear, but what are the tactics for devel op this strategy?

(Hendriks, 2002, p.1). Theintercultural character of the relationship complicates these tactics.

In this explorative study became clear that perception isan important ingredient for confusion
in a Dutch-French relationship. This [perceptionCheeds to be specified by introducing the
supplier perspective in the research focus. More specific information on the complexity of the
stuationsis needed. Is the situation between a Dutch supplier and a French purchaser different
from a situation in which the nationalities are inversed? The portfolio matrix can be used to
explore the different situation a purchaser can encounter. In the explorative study only the
buyer[s perspective was measure to explore the strategy forming process. To be able to
develop a strategy the perception needs to be anticipated. The supplier develops a matrix as
well. Thiswould lead to amodel looking like Figure 6.1
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Figure 6.1: Buyer s and supplier s perspective

The purchasing might consider a supplier strategic while the supplier considers the buyer to be
[ui sancell This demands another strategy than when both the buyer and the supplier consider
the relationship Strategicll One of the interviewees was trying to develop a similar approach
in order to position the buyer[$ position with regard to the supplier(s perception of the
relationship.
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This research can address a specific situation or be developed for amore general tool. The
general aim isto make it valuable for the purchaser focusing on supplier relationship
management. The gain will not only liein the relationship with externa suppliers, but also
within the company. The globalisation of large compani es demands governance that
overcomes cultural boundaries within the same organisation. For be more effective in the

internal purchasing organisation culture is an indispensabl e devel opment area.

6.5 Power

Culture and supplier relationship management come together in the crux of buyer-supplier
dynamics: power. The results of the exploratory study show that the existence of dependence
is perceived in the same amount. The reaction to it, however, isfar different. Although both
seem to have the same basis the way of expression transfer a different message. There where
the French have a hierarchical organisation of society, they seem to be relational in the contact
itself. The context, organisation, market position, function, determines the position in the
relationship. The buyer and the supplier in person can be easier with each other. For the
Dutch, in contrary, the position in the relationship exists by what is explicit in the relationship.
There seems to be more competition. In line with these expression differences, knowledge on
the origin of power isatopic that could help purchasers in understanding the behaviour in the
devel oping buyer-supplier relationship. French and Raven introduced in 1959 a framework for
socia power. Although this model Ciis focusing on the relationship between individuasin a
company structure, there exists alink with perception actors have of their [Source[Jof power.
They define power as the ability of one party to influence the attitudes and/or behaviour of
another. In an intercultura context these assumption can cause misinterpretations. Thefive

sources of power described by French and Raven are:

Coercive power

e Reward power

e Legitimate power
e Referent power

e Expert power
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The Dutch and the French culture do have adifferent origin of power. While the French rely
strongly on a power position that is based on expertise and legitimate power, the Dutch system
works with referent power. A study of the origin of a perceived power position in the buyer-
supplier relationship can revea important knowledge for practitioners aswell asfor scientific
research in applied cultura management.
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Conclusions




7 Conclusions

7.1 Introduction
In the introduction became clear that the intercultural context of the purchasing activity
deserves more attention. The study aimed at exploring the influence of culturein the
development of purchasing portfolio strategies. The three domains elaborated on are the
[purchasing portfolio analysisCand the role of power in the development of the strategies.

Issues of interest were the cultural factors that influence the process. The study consisted of:
1. A literaturereview;

2. A survey among French purchasers, based on the comparable survey of Gelderman
(2003) in the Netherlands;

3. Focus group discussions that interpreted the results.

The concluding chapter will first summarise the main findings of the study. Then the
methodol ogy will be discussed. The chapter concludes with recommendations. These
recommendations are orientated on the academic perspective aswell as on the implications for

business practitioners.

7.2 Aims and expectations
The study explores what cultural influences affect the development of differentiated
purchasing portfolio strategies. A comparison was performed between a Dutch and French

sample of purchasers on the following aspects:
e Portfolio use;
e Purchasing sophistication;
e Perception of power and dependence;
e Trust and commitment.

The basi ¢ expectation underlying this study was that national cultures provide an explanation
for differencesin [isel)] [dependenceland [frust and commitment[] Thisideais based on the

main intercultural studies of Hofstede, Trompenaars, Hampden-Turner, and Ulijn et . These
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studies deal with national (NC), corporate (CC) and professional cultures (PC). National
cultureis the dominant factor in comparing studying cultura differences between countries. A
detailed review of intercultura literature resulted in two main hypotheses on national
differences:

« Relationship-orientation versus deal -orientation;

e Acceptance versus challenge of the power situation.

7.3 Main findings

The most remarkable conclusions of the study are:

1. Itisprobablethat French purchasers use less often a purchasing portfolio anaysisto

develop their purchasing strategy than Dutch purchasers.

2. The French areless relationship-orientated than their Dutch colleagues are. Thisis
interesting as this opposes to the initial hypothesis that the French are more
relationship orientated.

3. The explanation found for this phenomenon during the focus group discussions was

the clear separation business affaires and persona relationships.

4. Rather professiond than national characteristics seem to influence differencesin
business attitude. Nevertheless the professiona purchasing cultureis differentin

France than in the Netherlands.
Ad 1. Portfolio Use

The survey demonstrated that French purchasers use less often a portfolio analysis than Dutch
purchasers. This conclusion originates from both the survey and the focus group discussions.
The sample characteristics of the survey differ with regard to function, company size and
industry. Nevertheless, the samples can be compared with regard to portfolio use. In the
French sample 55% of the respondents use the portfolio analysis versus 74% in the Dutch
sample. The French sample consists of mainly large companies. Among large companiesin
the Netherlands the portfolio use percentage increases to 80%. The industries represented in
this report are not the same. However, both samples represent the industries that are leading in
purchasing development. The large difference provides reasonabl e support to believe that
French purchaser apply less often a portfolio analysis than Dutch purchasers.
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An explanation for the different percentages of users can be the maturity of the purchasing
function. In the eighties the purchasing domain started to develop in the Anglo-Saxon
countries. Countries like France this process began later. In the focus group discussion several
participants mentioned that French purchasers consider their purchasing organisation less
developed than in a countries like the Netherlands (i.e. Anglo-Germanic countries). The

maturity of the purchasing function might contribute to the lower scoresin use.

Another explanation could be that the tool itself is of Anglo-Saxon origin. In genera thereisa
preference not to apply the [American way[l The French are more focused on Francophone

material.
Ad 2. Relationship-orientation versus deal-orientation

The main hypothesisin this study was that the French have a relationship-orientation and the
Dutch a dedl-orientation. These characteristics might correspond to the individua relationship
between people. But for the buyer-supplier relationship the data demonstrate the inverse. The
French are tough negotiators, showing very low levels of trust and commitment. Especially for

affective commitment is no place in a buyer-supplier relationship.
Ad 3. Separation of personal and business context

The purchasers in the focus group agreed on these results. They say that private and business
are strictly separated in France. In the small talk the conversation is personal and Hiriendship-
orientatedC] During the negotiation the French are purely rational . These two worlds are not to
be mixed. The business negotiation might result in adead end; the personal relationship is not
affected. With Dutch partners this difference is not made that clearly. These resultsimply that
adifferent focus needs to be applied in further research. The standard works on intercultural
difference between people cannot directly be adapted to a business context. The focus now
changes from national culture to an internationa business context with strong professiond
influences. In this exploratory study the focus group discussions turned out to be an

appropriate mean to get afeeling for business practices.
Ad 4. Dominant professional culture

The nationa characteristics apply to the persona relationship. What can be said about the
business culture? The hypotheses based on national studies do not apply to the buyer-supplier
relationship. It seemsthat the professiona culture is more important for understanding the

behaviour in the business context. The French purchasing cultureis orientated on engineering.
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In the Netherlands the purchasi ng profession demonstrates a more commercial orientation.
This could explain the outcomes of the survey. The French rationalism dominates in the
buyer-supplier relationship. There isless relationship-focus. The Dutch purchasers are more
commercial in their attitude and behaviour. This might explain the stronger focus on the
relationship characteristics like trust and commitment.

The orientation of a professional culture might be subject to nationa influences. In France for
example the status of an engineer is high. In addition, statusis an important element in French
culture. This provides another concept of what is a [goodCpurchaser. Therefore, it could be

that national culture affect professional behaviour indirectly.

Another factor for professional culture might be the maturity of the purchasing function. In
small, starting companies the personal relationship is important in supplier management.
When the company grows, processes heed to be standardised. The devel opment of purchasing
drategiesinvolves a stronger deal-orientation. In afurther stage of development the company
realises that for more strategic products the relationship with the supplier iscrucial. The
company [feturnsCto arelationship-focus. This approach is more specific and well-organised.
Thisisahypothetical model based on the observations in the survey and the explanations
provided by purchasers. Further research could explore the relationship between rel ationship-
orientation and the devel opment stage of the purchasing function.

7.4 Answering the research questions
The literature review, the survey and the focus group discussions aimed at answering the
research questions. The research questions will al be discussed leading to the overal research

guestion.

To what extent do cultural differences affect the use of the purchasing portfolio

analysis and the devel opment of differentiated purchasing portfolio strategies?

Research Question 1: Are there differencesin the Anglo-Germanic (Dutch) and the Latin
(French) use of portfolio strategies?

The survey demonstrates that a smaller percentage of the French purchasers uses the portfolio
analysis than among the Dutch purchasers. The percentage of the Dutch purchasers applying a
purchasing portfolio model is 74%. Among the French purchasers this percentage is 55%. The
results are more representative for automobile and electronics industry than for other

industries.

The numbersrelate to mainly large companies. The result found in the survey might even

provide afavoured image of the real numbers. The respondents were alumni of aMaster in
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purchasing and were al acquainted with the tool. The sectors being overrepresented in the

sample are more devel oped with regard to purchasing.

It isdifficult to generalise these findings from the Dutch and French sample to the level of
Anglo-Germanic and Latin countries. One of the findingsisthat national cultureis not the
dominant factor influencing in perception of the buyer-supplier relationship. The study
observed that professional culture might have a stronger effect on the buyer-supplier
relationship than national culture. Without any knowledge on the purchasing culture in other
Latin-European and Anglo-Germanic countries nothing can be concluded about their

behaviour in the buyer-supplier relationship.
Research Question 2: Why do Dutch and French purchasers use portfolio strategies?

In the survey of Gelderman (2003) the reasons for use and non-use became clear during case
studies. The same categorisation was maintained for comparison. The main reason for French
purchaser to apply the purchasing portfolio analysisis the development of differentiated
purchasing strategies (94%). The same reason was dominant for the Dutch respondents (69%).
The contribution to cost savings was significantly less applied to French than to Dutch

purchasers.

The major reasons for not using a portfolio analysis among Dutch purchasers are the time that
isrequired to apply the tool (too much time, 36%) and the absence of knowledge (25%). The
main reasons for the French purchasers not to use a purchasing portfolio analysis are the
absence of knowledge (46%) and the simplicity of the tool (to smple for complex problems,
39%).

Initially theses results correspond to the national profile that was developed on the French and
Dutch purchaser[s behaviour. The time constraint fits well in the deal-focused attitude
expected in the Netherlands. The French that would be more concerned with the relationship
itself might think a relationship cannot be [¢aughtCinto a matrix. However, the survey
demonstrated that the French are not as relationshi p-orientated as expected. They involvelittle

trust and commitment in the buyer-supplier relationship.

Research Question 3: What is the role of power and dependence in the use of portfolio
strategies?

In development of the purchasing portfolio models an increased attention for power and
dependence can be perceived in literature. Managing the power distribution effectively in the
buyer-supplier relationship is the core of supplier management. A portfolio analysisis used to

identify the purchasing positions with regard to products or suppliers. The aim of the portfolio
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analysis became managing the distribution of power and dependence in the relationship. The
analysisitself providesinsight in the current position. The desireto maintain the identified
situation or devel op another power situation is based on the perception of dependence in the
relationship. It isexpected, based on intercultural literature, that French accept inequality of
power more easily than the Dutch. This expectation results in the hypothesis that the French
purchasers would perceive less dependence.

Dependenceisdirectly related to [frustCand [commitmentl] Trust and commitment are
prerequisites for being comfortable with dependence. These characteristics of the relationship
can develop from an emotional and arationa perspective. This approach resultsin four forms

of trust and commitment that are measured in the survey:
e Competence trust
e Goodwill trust
e Affective commitment
e Cadculative commitment (based on Gelderman, 2003)
In the survey the level of dependence, trust and commitment has been measured.

Research Question 4: Are there differences between the Dutch and French perception of

power and dependence in managing the buyer-supplier relationships?

The French and Dutch respondents have been asked to indicate their perceived level of
dependencein four purchasing situations. These four situations corresponded to the four
guadrantsin the Kraljic mode (bottleneck, non-critical, leverage and strategic). No difference
was observed between the Dutch and French sample. The hypothesis on different perception
of dependence has been rejected. The results support the concept of differentiated purchasing
portfolio strategies. The perception of the power distribution coincides in both countries with
the assumed distribution in the Kraljic model. Based on an equal perception of the purchasing
situations the corresponding behaviour can be compared.

The relationship characteristics in this study are trust and commitment. The respondents were
asked to judge the four kinds of trust and commitment in the different scenarios. According to
intercultural studies a difference has been made between emotional and rational forms of trust
and commitment. The results show that French purchasers are less emotionally involved than

the Dutch. And the French show in general alower level of trust and commitment.
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Research Quedtion 5: If thereisa difference in the use and application of purchasing portfolio

strategies, to what extent can these differences be explained by national culture?

The main hypotheses on differences between the French and the Dutch sample were based on
intercultura studies. The main hypotheses assumed that the French are more rel ationship-
orientated while the Dutch are more deal-focused. This main hypothesis has been rejected.
Moreover, not only rejected, the data show the opposite. The French appear to be less

rel ationship-oriented than the Dutch by showing significant lower levels of trust and
commitment. In search of an explanation of these opposite results the role of professiona
cultureisimportant. In discussions with purchasers of different nationalities thisideawas
supported. Respondents state that the French show a different behaviour in the persona
context than in the business context. Thiswould indicate that general intercultural studies are

only applicable to relationshi ps between people in their daily life.

The observed differences are not in accordance with the expected differences explained by
nationa culture. From the focus group discussions resulted that cultural aspects of society
cannot be copied to the business context. Does this mean that an international business culture
exists? No, the idea of ageneral international business culture is not supported. Difference has
been observed between the professiona purchasing culture in France and the Netherlands. The
professiona cultures can be affected by characteristicsin nationa culture. The French
purchasers have atechnical background and appear to be very rational in their relationship
management. The more commercial Dutch purchasers demonstrate higher levels of trust and
commitment towards their suppliers.

The answers to the sub research questions provide the information for answering the main
guestion.

To what extent do cultural differences affect the use of the purchasing portfolio analysis and

the devel opment of differentiated purchasing portfolio strategies?

Different behaviour in portfolio use and levels of trust and commitment has been observed
between French and Dutch purchasers. The difference cannot be explained by characteristics
of nationa culture. Professional culture appears to have a major influence on the behaviour in
the purchasing environment. Thisis contrary to the expected differences derived from national
differences. If it istrue that professonal culture isdominant in the buyer-supplier relationship,
adifferent model needsto be explored in order to revea a pattern in the purchasing attitude.
Firgt, further research needs to test the influence of professional culture on the buyer-supplier
relationship. Secondly, the composition of purchasing culture should be defined. The focus
group discussion resulted in two possible dimensions that could affect the professional culture:
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nationa culture characteristics and the maturity of the purchasing process. National culture
could indirectly influence business behaviour. E.g., the technical background of French
purchasersis supported by the importance of engineering and expertise in French society. The
maturity of the purchasing process could affect the professiona culture by the position and
orientation of the purchasing function in the company. [Purchasing sophi sti cationcould
influence the amount of relationship-orientation and the [ lowedevels of commitment and
trust.

7.5 Reflection on the methodology
The study involved three forms of data collection: aliterature review, a questionnaire and
interviews. The interviews can be divided in three orienting interviews and two focus group
discussions. Three different forms of information provide complementary information on the
studied topic. The exploration of literature was performed parallel to the orienting interviews.
When continuing with the questionnaire it might have been an ideato discuss the
questionnaire with the interviewees involved. This feedback was provided in apilot study of

the questionnaire.

A large part of the study continued the work of Gelderman. The questionnaire hasinitially not
been developed for conducting a cultural comparison. Nevertheless, the questionnaire
provided a useful structure in addressing intercultura aspects of the buyer-supplier
relationship. Perceived dependence levels, trust and commitment are the main ingredients for
exploring the buyer-supplier relationship with partners of adifferent cultural background. This
guestionnaire has been agood basis for exploration. However, it is probable that more aspects
affect the buyer-supplier relationship. The proposed exploration of the professional culturein
the buyer-supplier relationship demands arenewal of the researched variables. To continue
research in this field the relationship characteristics could be extended.

The samples show different distribution over functions and industries. The question rises
whether the Dutch and the French sample can be compared. The French and Dutch industries
do differ considerably in their structure. Nevertheless, in the current composition both the
groups represent the advanced industries in the purchasing domain. Therefore, even if the
industries are not similar, the [$trategic importancellof the purchasing activity is similar. With
regard to [Strategic importancethe samples can be used for comparison. The function of the
respondent differsaswell in both cases. This observation isin contrast with the size of the unit
the respondents are responsible for. In the French sample the function of the respondentsis

concentrated around the buyerCand the [liead buyerJand the company sizeislarge (more than
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1000 employees). The Dutch sample represents mainly [purchasing directorsCiand [purchasing
managersl] The company size is small. The expectation isthat portfolio tools are more often
used in larger companies than in smaller companies (Gel derman, 2003). This means that an
overrepresentation of users could be anticipated in the French sample. When taking this
difference into account the score of portfolio use for French companiesis still far below the

Dutch scores.

A response rate of 20,3 % is good. The group of alumni addressed has a personal connection
with the school that performed the questionnaire. Thereis alarge difference between the first
and second wave of emails. The second wave resulted in avery low response. The day and the
week gppeared to be badly chosen. The difference between the sample sizesislarge as well.

Nevertheless the French sample was large enough to perform the statistical analyses.

Although the study aims at exploring the intercultural context in the purchasing activity, the
study is limited to purchasing in The Netherlands and France. First, alarger study could be
performed, involving more nationalities. Secondly, the study focuses on use of the portfolio
analysisin both countries. It would have been interesting to explore other means of
developing a differentiated purchasing strategy. E.g. what means do the French non-users
apply to develop their purchasing strategies? Alternatively, how do they apply the portfolio?

7.6 Recommendations

7.6.1

The study has been initiated being atopic of interest in scientific research and in the
purchasing activity. After performing the study the results can now be interpreted for

development in academic research and application in purchasing practice.

Reflection on theory

The hypotheses that have been devel oped based on existing intercultural studies do not
respond to the observed pattern in the buyer-supplier relationship. The study has been
performed in acontrolled way, based upon existing literature in the purchasing domain as well
asintheintercultural domain. An explanation for this discrepancy could be that the current
intercultural knowledge addresses the rel ationship between people. The indirect assumption
was that this behaviour could be copied to the behaviour of someone in a business
environment. From the discussions that were performed (IAE, IEPM) resulted that private and
professiona life are strictly separated in the French case. The attitude in the relationship
between the individualsis of adifferent nature than the relationship prescribed by
organisations. The discussions reveded that the persona relationship corresponds to the
existing profilesin intercultural studies. E.g. the French attach importance to the informal
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7.6.2

aspects of the relationship. One of the purchasersin the discussion caled it [friendship-
orientationl] The Dutch are in that sense much cooler and distant. In the business relationship
the French tend to be more rational and tough negotiators than the Dutch. This is supported by

the results of the survey.

Intercultural literature differentiates between national (NC), corporate (CC) and professional
culture (PC). Possibly, nationa culture is not the dominant factor in the business context. How
can the results be classified in the existing cultural framework? A dominant professional
culture could be expected in the purchasing activity. Especialy in asituation where asales
person isin contact with a purchaser the different aims, backgrounds and professional attitude
can create alarge cultural gap. The explorative study has been conducted among purchasersin
France and purchasersin the Netherlands. They represent the same [professionl] Nevertheless,
the professiona culture for purchasersin France is different from the purchasing profession in

the Netherlands. This cultural dimension should be explored in more detail.

The Musiness culture[will definitely be affected by the industry one is operating in. An
industry like the automotive industry (onethat is overrepresented in the French sample)
operatesin ahighly competitive market. The margin is minimal and the supply market
provides the possibility for tough negotiation. The behaviour of the purchasers in automotive
industry will be different from their colleaguesin the beverage industry. In France thisisa
sector that belongs to the national pride and the structure in the supply market is not clear The
informal structure and the devel opment of supplier relationships by persona contact is part of
daily life. Therefore, it can be concluded that a general view can be given for a pattern on
national leve, but differences exist from industry to industry. For more practical applicationin
these domains the study needs to be specified for these industries.

The study has a so explored the levels of perceived dependence. This hypothesis was not
supported in the study. The dependency levels as describes by Gelderman were the same. The
trangdlation of power and dependence to actual behaviour has not been elaborated upon in this
study. Another study could focus on the ways that power is addressed in the buyer-supplier

relationship. Hierarchy isatopic of interest when dealing with implicit and explicit power.

Reflection on practice

The results of this research reveal that a buyer-supplier relationship should not be addressed
with an approach based on national culture differences. The exploration of the cultural
dimension leads to an important role of professional culture in the development of purchasing

strategies. Thiswasin contrast with the expected influence of nationa culture.

134



When a purchasing managers are aware of these differences they can anticipate on behaviour

of the supplier.

1. Managers can be aware of the differences within their global operating company. In
international acquisitions and mergers purchasing departments with a different
cultura history need to cooperate or are even merged. It becomes clear with this study
that thisintegration involves more than connecting the departments to the same
information system. In the Dutch and the French case the department have a
completely different way of working. The commercial and more technical approach
arelikdy to collide. The background of the profession does not correspond to a same
way of working. A manager might not be aware of such a cultura difference, thinking
both are [purchasingCldepartments. If amanager is not aware of this discrepancy, he

might make the mistake to force cooperation.

2. The study provides a'so more general recommendations for the Dutch purchaser
facing a French supplier and visaversa. The role of a separate business and personal
rel ationship influences the effectiveness of the relationship. In the Netherlands the
idea exists that the French ded is settled during the lunch or dinner. However, this
study observed that it is (ot donelto talk about business during the socia parts. This
means that the extensive lunch that is often included in the French meeting belongs to
the persona sphere. One talks about the country, family and personal interests. It
might be true that a personal level of trust isbuilt in the socia contact, but the
business context applies other criteria. The French are tough negotiators. The
interaction between the dyads has not been devel oped yet. It would be agreat help for
business practitionersif specific recommendations could be provided on both the
supplier(s and the buyer(s point of view. How can apurchasing manager anticipate
cultura issues depending on the purchasing situation and the cultura background of

the supplier?
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Epilogue

Five years of study made me wonder whether | was finally ‘equipped’ to enter the ‘ rea
world’. Packed with alarge amount of information | started this interesting journey of
nine months. Looking back on the Master Thesis project, | realise that this project has
been a beautiful and valuable experience.

During the first month, | realised that my equipment was not directly applicable to the
direction | was going. During five years of ‘ Industrial Engineering and Management
Science' one has been taught to design solutions for business issues. This Master Thesis
however focused on academic research. For sometime| felt like | had been educated to
swim the breaststroke and that my examination demanded the crawl. Academic research
involves a completely different gamma of knowledge and skills: an interesting and
challenging extension of my study basics.

| discovered that research is subject to many different interpretations. During this nine-
month project | realised that *good’ research depends on the attitude of the researcher, the
research design and the methodology. The highlight was the annual |PSERA-conference.
During this conference | attended about 25 presentations of research projects
demonsgtrating the variety of topics, methodologies and quality. | now think that a critica
and analyticd view isindispensable for both researchers and business practitioners.

Academic research demands guts to open new domains, brainsto develop ‘good’ research
and communicative skills to transfer the message. Only few facets of the possibilities have
been explored during this Master Thesis. Neverthel ess, these nine months have activated a
completely new domain to me.

The process of the Master Thesistook mainly placein France, in the capitd of the Alps.
My stay in Grenoble reflected the international dimension of my research topic. | have
even been subject to the phenomenon of my study. The view of researcher is dependent on
his background. Not only | discovered what academic research is about; | also saw that
France and the Netherlands value a different focus. The French approach is deductive. The
Dutch focus values a strong methodology and empirical data.

During the Master Thesis three stimulating/dedicated supervisors supported me. Each of
them brought an enormous amount of knowledge from his research domain. They
represented different nationalities and favoured different approaches. | appreciated the,
literdly, al-round introduction in the world of research, long-distance communication and
process management. | think that the composition of this team contributed to the intensive
learning processthat | have valued so much.

This Master Thesis opened new worlds to me. With the equipment of five years Industrial
Engineering | made an inspiring and challenging journey. Complete new domains
revealed to me. | came back with even better experiences and more ideasthan | could
have imagined beforehand.

Mirjam Kibbeling
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