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Preface

This paper is a research memorandum on the first phase of the (PhD) research project
'Internal and External Integration of Purchasing in Technological Development Processes'.
Rather than being a final report on a completed project, it is an exploration of the topic at hand,
illustrating some of the foundations of our research, and discussing how we will proceed.
The empirical part consists of small, explorative case studies at some 20 Dutch and Swedish companies.

Supervisors of this project are professor dr Arjan van Weele, Eindhoven University of Technology - Graduate
School of Industrial Engineering, and dr Bjérn Axelsson, Uppsala University - department of Business
Studies. The responsible researcher, drs Finn Wynstra, is affiliated with both institutes.

I would like to thank professor dr Hein Van der Hart, Eindhoven University of Technology, dr Paul Beije,
Erasmus University of Rotterdam, and professor Hakan Hakansson, Nils Kinch, and professor Jan
Johansson, all Uppsala University, for their useful comments and suggestions.

| would also like to thank all the managers that have so generously given their time to this project.

Funding for the project is provided by the Graduate School of Industrial Engineering & Management Science

at the Eindhoven University of Technology, the Dutch Association for Research in Purchasing (NEVI
Research), and the Swedish National Board for Industrial and Technical Development (NUTEK).

Eindhoven / Uppsala, july 1995



Executive Summary

introduction

Two closely related trends -- the firm's increased dependence on its environment, especially in terms of
technology, and the more strategic status of purchasing -- have led to an increased attention for the role of
purchasing in technological innovation, especially in technical cooperation with suppliers (see Lamming,
1993; Hines, 1994, Bonaccorsi and Lipparini, 1994 ; Atuahene-Gima, 1995). However, the research still
seems underdeveloped.

First, most of the research has focused on purchasing's involvement in new product development
projects (see Burt and Soukup, 1985; O'Neal, 1993; Dowlatshahi, 1992, Mendez and Pearson, 1994).
Other important issues related to iechnological development where purchasing can play a role as well, for
example, discussions regarding the technical core competences of the firm, are relatively neglected (cf.
Bonaccorsi, 1992). Consequently, a clear overview of all the appropriate tasks and responsibilities of
purchasing in technical development issues is still lacking (cf. Williams and Smith, 1990; Atuahene-Gima,
1995). Secondly, most of the research in the field has been limited to large-scale assembly industries, like
the automotive industry (Lamming, 1993; Hines, 1994), or the electronics industry (Mendez and Pearson,
1994, Nishiguchi, 1994). Consequently, we know very little about purchasing's involvement in technical
innovation in industries with small series production, process - or unit production. This can be considered a
shortcoming, as research has shown that these different types of production imply different priorities for the
purchasing function (Hakansson, ed., 1982).

In this report, we develop a framework for describing the different tasks that are associated with
purchasing's involvement in technological development./ In doing that, we do not only -consider the
contributions purchasing can make to new product development projects, but also more long-term directed
activities, resulting in a framework that captures the role of purchasing in technological development across a
wide variety of issues.

Before examining this framework , which together with a survey of the existing literature is the main
result of the research so far, we want to briefly discuss the désign of our research, so that the reader is able

understand what the empirical part of our project will involve.

The Design of the Research

In the first year, around 20 interviéws have been done to get a better idea of the current state of purchasing's
involvement in technological innovation in six selected industries, and of the problems that occur (see
chapter 4). The six industries are: the food-packaging industry, the telecommunications industry, the truck
industry, the chemicals industry, utility construction, and electrical power generation. Based on these
expiorative interviews, and on an extensive literature review, we present a framework in which we speciiied a
number of tasks we think form the potential ‘role' of purchasing in technological development .
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The second phase in the research has been o translate a Scandinavian questionnaire, which is
currently being used by a group of + 20 Swedish and Norwegian researchers to analyze industrial firms. The
questionnaire contains questions on the focal firm's five most important supplier- and customer relations, and
technological development. It is supplemented with questions focusing on the purchasing strategies, -
organizations and - processes of the buying parties, where we will draw extensively on the data gathered
from our explorative case studies. The available database gives us the possibility to provide a wealth of
relevant empirical data, also on companies outside the industries we have selected. This could, amongst
others, help us to find out if we have selected industries that are special in any relevant aspect. The second
advantage of carrying out the interviews with the standard questionnaire, is that it provides an excellent way
of getting to understand the situation of the company. The questionnaire contains all kinds of questions
regarding basic information, necessary whenever one is conducting a case-study on that particular company.
Since we want to work with the same companies in the future as we are interviewing now, this is very
beneficial.

Within each of the six sélected industries, we aim to interview one pair of companies both in Sweden
and in the Netherlands, each pair consisting of a customer and one of their suppliers. The information will
also enable us to study the horizontal interdependencies and the vertical interdepencies between the
various relations. What we want to do next is to take one of the companies of each pair , and study their way
of handling technological cooperation with suppliers - especially from purchasing's point of view - more
closely. The aim is to make a diagnosis of the current role of purchasing and suppliers in innovation
processes for each particular firm, compare that with a more or less 'ideal' situation, and make suggestions for

improvements.

Purchasing's Development Role

Purchasing's increasing importance as a source of competitive strength for the individual firm has amongst
others been discussed by distinguishing three different roles; a rationalization role, a structure or network
role, and a development role (Axelsson & Hakansson, 1984).

The rationalization role concerns purchasing's possibilities to contribute to the firm's bompetitive strength by
acting to minimize the total costs of inputs, logistics, and production. This is the most traditional role of
purchasing. Purchasing's structure or network role relates to reducing the degree of supply risk, through
manipulating the number of potential suppliers, and influencing the standardization of their product
offerings. Purchasing's development role implies systematically matching the firm's technological
development with the development of the suppliers and the supplier network. It involves, for instance,
participating in discussions on the appropriate scope of in-house technical development respectively
development in co-operation with suppliers, and generating suppliers' interest in developing products that
the firm needs and wants. Additionally, it consists of carrying out development projects in co-operation with
suppliers, together with other internal functions (Axelsson and Laage-Hellman, 1991).
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