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Abstract

Since each company can be considered only as a segment of the supply chain, cooperation among all the
segments is inevitable. Through cooperation, supply chains can gain competitive advantage and achieve better
performance. Competition has shifted to the level of the supply chain. Nowadays, buyers engage in specific
types of processes at their suppliers in order to strengthen their cooperation and to improve their performance.
It is especially noticeable in automotive industry.

Extant literature on types of cooperation among companies within supply chain provides the foundation for the
study. The data collection was conducted through questionnaire. Questionnaire was sent to manufacturing
and business companies of all sizes (small, medium and large enterprises) with the representation in the Czech
Republic within following sectors: automotive, food, clothing industry, electronics and pharmaceutical industry.

The results show how the companies develop their cooperation with suppliers and what is significant in
different sectors. Majority of the companies prefer close cooperation with suppliers, some of them participate
on streamlining of the supplier’s processes and effective sharing of information via information technology
systems.

Keywords: Cooperation, Czech Republic, supplier development

1. INTRODUCTION

In recent years, it is especially noticeable the short product life cycles, ever-increasing competition, individual
customer requirements which change over the time and, last but not least, cost competitiveness. Today,
companies must be able to mix this cocktail individually for each customer, otherwise they will quickly lose its
competitiveness in the market.

For that reason, it is inevitable for the companies in the supply chain to cooperate closely otherwise the flows
of products, information and payments would not be efficient [1], [2]. Through cooperation with suppliers,
supply chains can gain competitive advantage and achieve better performance by gaining synergic effect.
Therefore, supplier integration goes beyond the buying and selling activities and emphasize the importance to
involve suppliers in different processes, for instance product development [3].

This paper outlines what types of cooperation and supplier development are important for the companies in
the Czech Republic. Moreover, it focuses on companies that are directly involved in streamlining of supplier’s
processes and show what the motivation for such involvement is. Authors define two research questions.

RQ1: Do the companies participate in supplier development? If yes, how?

RQ2: Are the companies directly involved in streamlining of supplier’s processes? If yes, how?

2. SUPPLIER DEVELOPMENT
2.1. Literature review

In sectors where manufacturing know-how is crucial for the final product such as automotive or electronics
industry, companies are highly dependent on their own knowledge in order to produce innovative products.
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Moreover they have to rely on know-how of their suppliers otherwise they would not be able to compete with
other companies. [4], [5].

Since each company in the supply chain concentrates on the specific manufacturing process, companies can
only produce innovative and competitive products using innovative parts from their suppliers. [6], [7] In order
to be sure for the companies that they receive a competitive and innovative part for their final product, they
tend to supervise the supplier’s processes.

In today’s global competitive environment, companies go further. They engage in supplier development as a
reaction to competitive markets. Companies access to supplier development differently. It starts with an
informal supplier evaluation and a request for improved performance. On the other hand companies invest in
the training of the supplier's personnel and in the supplier's operations. [8], [9]

Carter emphasized that strong relationships built through collaboration may block competitors from accessing
key sources of supply. It means that the buyer company can gain a technological exclusivity for a period of
time until the supplier decides to cooperate with other companies. [10]

Supplier development is described as activities initiated by a buying company to strengthen the competitive
capability of its suppliers. In practice, supplier development activities vary significantly, buying companies use
different approaches to enhance their suppliers’ performance and capabilities.

Li classified these endeavours into four categories. Asset specificity represents transaction-specific
investments in the supplier by the buying company. Joint action represents in-depth cooperation between
buyers and suppliers on certain activities that are important for improving the performance of both parties.
Performance expectation represents buyers’ expectation of suppliers’ performance improvement. Trust too is
an important factor. [11]

2.2. Data collection

The data collection period was established to five months during the second half of 2015. Questionnaire was
sent to approx. 800 selected manufacturing or business companies belonging to all sizes (small, medium and
large enterprises). Target group are companies with the representation in the Czech Republic within following
sectors: automotive, food, clothing industry, electronics and pharmaceutical industry.

Questionnaire was sent to the companies from described sectors, from different regions in Czech Republic
electronically. Since the questionnaire encompasses the wide range of questions concerning the strategic
decisions of the company, authors selected carefully the key informants. Thus, the recipient of the email is
logistic or supply chain manager (if this role is not held within the company, it is sent directly to the CEO).
Questionnaire response rate is around 5 %. Every company is contacted by email that includes cover letter,
instruction sheet and the questionnaire. To increase the response rate as well as to send the questionnaire to
the right person, pre-notification calls were made. Managers were invited to participate and authors offered
them a copy of the questionnaire’s results.

However the response rate is low, we received enough questionnaires in order to make a conclusion, moreover
some companies are willing to continue with the research and cooperate on semi-structured interviews.
Although most companies understood well the questions, there were some discrepancies in a few
questionnaires. Moreover some companies were not able to finish the questionnaire due to different reasons.
Some of the questionnaires had to be discarded.

2.3. Results

Recipients were asked about the cooperation with suppliers. From 40 companies, only 7 companies stated
that they do not participate on supplier development. The majority of them (4 out of 7) belong to the food
industry. One of the companies belongs to the automotive industry.
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Table 1 Participation on supplier development

Yes 33
No 7

If the company confirmed the participation on supplier development, we asked about how they develop the
cooperation with suppliers. Each company could mark more than one possibility. Table 2 shows the results.
Regular meetings with suppliers, personal or online meeting are the most frequent across all studied industries.
Employee training and effective sharing of information is other preferred way to cooperate. Less presented
types of cooperation as efforts to involve suppliers on savings and vendor-managed inventory were confirmed
across industries as well.

Table 2 How the companies develop relationship with suppliers

Involvement in R&D 6

Regular online meetings 18
Regular visits at supplier 23
Employee training 12

Efforts to involve suppliers on savings

Capital investments

Effective sharing of information 10

Vendor-managed inventory

Other techniques

Some companies not only cooperate with suppliers but they are directly involved in streamlining of supplier’s
processes. This trend is especially noticeable in automotive industry (3 out of 7 companies confirmed direct
involvement) and pharmaceutical industry (2 out of 4 companies).

Table 3 Direct involvement in streamlining of supplier’s processes

Yes 7
No 88

The companies that confirmed the involvement were asked how they are involved. Each company could mark
more than one possibility. Most of them apply lean management principles, know-how sharing. Involvement of
own employees or involvement of external consulting companies are frequently marked as well. All companies
confirmed financial investment in their suppliers.

Table 4 How are the companies involved?

Know-how sharing

Training and development of employees

Involvement of own employees

Involvement of external consulting companies

I S N S

Financial investment

Lean management principles

e Total quality management

e Justintime

e Kaizen

- W | = W

e Radical change and redesign of processes
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The motivation for involvement in streamlining of supplier processes is the long-term cooperation with the
supplier or strategic partnership. The results of the motivation for cooperation shows Table 5. Each company
could mark more than one possibility. There was not found any specific motivation that would be typical for
concrete industry.

Table 5 What is the motivation for this involvement?

Development of supplier with long-term cooperation

Strategic partnership

Insufficient financial capital of partner

Motivation of financial savings

Motivation of increased quality of supplied parts

S~ [ | O OO O

Motivation for partner’s development and stabilization

The companies stated the benefits that bring such involvement. All of them confirmed increased on-time
deliveries, majority of them claimed increased quality of deliveries and faster delivery cycle time. Another
benefit of such involvement is supplier stabilization. The results are shown in Table 6.

Table 6 What are the benefits of such involvement?

Faster delivery cycle time

Increased quality of deliveries

Increased on-time deliveries

Decreased buying price

Decreased expenses on salaries at supplier

g O W [N O O»

Supplier stabilization

3. CONCLUSION

This paper confirmed the importance of the cooperation in the supply chain. Supplier development is one of
the ways how companies can strengthen their position on the market and bring innovative products. As a result
of closer relationship with the suppliers, companies can improve their performance. Cooperation with suppliers
allows them to provide their customers with shorter time of delivery since the supply chain becomes more
flexible.

The results of the questionnaire sent to the companies from different sectors in the Czech Republic show that
Czech companies constantly work on the relationship with their suppliers, more frequently they regularly visit
their suppliers or meet them online, train supplier’s employees or share the information with them. The benefits
of such cooperation are better quality of deliveries, lower costs of deliveries or more flexible supply chain.

Some of the Czech companies participate on streamlining of supplier’s processes with different methods and
motivation. Most of them apply lean management principles, know-how sharing, involvement of own
employees or involvement of external consulting companies. All companies confirmed financial investment in
their suppliers. The benefits of such involvement are increased on-time deliveries, increased quality of
deliveries, faster delivery cycle time or supplier stabilization.

Since the study confirmed the necessity of future research on cooperation with suppliers, the authors have
already started in-depth interviews with participating companies from automotive industry to reveal how the
involvement in streamlining of supplier’s processes influence the company’s performance.
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