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Abstract 

 

 

Recently, increased attention on buyer-seller relationships has drawn a great deal between 

supply chains. In the context of the international electronics supply chains relationship 

learning is complex to achieve. The aim of this paper is to explore the building of long-term 

appropriate relationship by trust, commitment and intercultural communication from supplier 

buyer relationships. Relationship learning in an intercultural relationship is essential for 

survival, in modern supply chain competition. Understanding how social relations is 

recognized as a prerequisite to supply chain success. 
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1. Introduction 

1.1 Problem Statement 

 

Transnationally companies compete with each other fiercely, but with the era of 

globalization, it has shown that the competition is not just companies against companies. 

Competition for the market share is no longer happen on a company level but on the whole 

supply chain level. Who has the most competitive supply chain? There are several ways of 

gaining a competitive supply chain hence we want to examine the supplier buyer relationship 

that everyone has. However not everyone turns these relationships into their completive 

advantage to obtain a competitive supply chain (Lin Y. , 2014).    

 

Apart from pursuing better performance, more profits, and management of s sustainable 

business, the ultimate goal of company’s existence is to provide the services to the end 

consumer on the market (Lin D. , 2000); because the customers’ preference are often erratic, 

there is a tremendous challenge for one company to face of such rapid changes in demand in 

timely manner (Lin D. , 2000). The digitalization has also made the competition more 

intense, the development of information technology enables the buying or selling 

information, products, and service to be done through digital networks. The digitalization 

also support any type of business activities such as business to business and business to 

consumers (Lin D. , 2000). Thus the formation of the supply chain is to respond to the ever-

changing market demand and competition. Both upstream and downstream manufactures are 

closely integrated to form a kind of chain, which allows the information be delivered quickly 

within the chain in order to respond to consumers requests( (Lin D. , 2000) (Lin Y. , 2014) 

(Laaksonen & al., 2008).   

 

The supply chain could be regards as one of the most closely related type of business 

cooperation. Due to the fact that the members of supply chain is no longer a traditional 

buying and selling business transaction, but operate in a business model that is deeply 

interdependent. And this closely interacting models is called supply chain relationship or 

partnership (Sezen & Yilmaz, 2007). As the relationship established, the company also shares 

information or production procedures with each other, which is beneficial for all the parties. 

Therefore, the expected supply chain competitiveness will be much higher than the traditional 

business channel type (Lin Y. , 2014).   
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Although, time has shifted and now it is no longer competition on a company level but on the 

whole supply chain level. The competitive advantages of each supply chain will be 

determined by the integration level of the supply chain member. In other word, suitable 

buyer-supplier relationship among the supply chain members is essential for the supply chain 

integration, which influence the competitive advantages of supply chain (Lin Y. , 2014). 

 

1.2 Case company: Lumigon A/S 

 

Lumigon A/S was a smart phone company that was founded by Lars Gravesen in 2009. The 

company wanted to challenge the big players like Samsung and Apple dominating the Danish 

smart phone market. The name Lumigon is the contraction of the two words: Lumiere and 

Polygon, which means the light and shapes. Lumiere is based on the concept that the phone 

could control the light and the bold design of the phone, hence the Polygon (Lumigon, 2009). 

Lumigon was hoping to be able to create a smart phone what was not been fulfill by 

competitors, such by using the smart phone to control the household applications. However, 

the delay launch of the T1 for couple of times, and the lunch of T2 and T3 was never success. 

Thus with the seven years of deficit, and with more than 140 million Danish kroner loses, 

Lumigon went bankruptcy in 2017 (Kildebogaard , Finans, 2016)  

 

Research Question 

The research topic of this thesis focus on: 1) the relationship between buyers and supplier; 2) 

the construction of suitable type of relationships; and 3) how the social factors like 

communication, culture, commitment and trust affect the choice of relationship. This thesis 

further analyzes the performance that supply chain members may achieve. Thus the research 

question that this paper attempt to answer is: 

 

How intercultural supplier-buyer relationship affect the supply chain performance, a case 

study of Lumigon A/S 
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In order to answer the main research question, this thesis defines the following sub-topics:1) 

Construction of the buyer-supplier relationship; 2) the social factors of communication, 

culture, commitment and trust; and 3) impact of buyer-supplier relationship to a supply chain 

performance. 

 

As for construction of the buyer-supplier relationship focus will be on the external 

environment and internal motivation of the buyer as well the supplier. This section will also 

explore the degree of integration the buyer and supplier have in the relationship and study 

potential benefits and disadvantages of each type of relationship. 

 

Regarding the impact, the social factors have on the construction of certain type of 

relationship. This section will look at the social relations: communication, culture, 

commitment, and trust and how it affects the relationship. 

 

Finally, this paper will investigate the buyer-supplier relationship impact on the supply chain 

performance. What value a suitable relationship can contribute to how the supply chain 

performs. 

  

As an area of interest for the Danish smart phone market, it was ideal to use Lumigon an 

example to analyze the impact of how supplier buyer relationship affects supply chain 

performance. We found the background story of Lumigon and the composition of their 

supply chain incredibly interesting and relevant in today’s competitive market.  

 

We would like to examine the implementation and development of Lumigon supply chain, by 

looking into a first tier supplier, and a second tier supplier. Focus on investigating three main 

areas; 1) the development and implementation of supply chain relationship; 2) the influences 

from social factors and; 3) the impact from the constructed relationship on the supply chain’s 

performance. 
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1.3 Industry Background 

 

Global Smart phone Industry and Vendors 

As this paper is using Lumigon as the case company, thus the global smart phone industry 

background will be introduced in order to understand the complexities involved in designing, 

assembling, and distributing smart phone. In this section, the background of smart phone 

market will be described. Secondly, the introduction of Lumigon will be conducted. Thirdly, 

it will provide an in-depth overview of Original Equipment Manufacturers (OEMs), which 

are the primary suppliers for the smart phone, thus the suppliers that this paper will 

investigate. 

 

Global smart phone Market     

During the past decades, the smart phone technology has been evolving at light speed, thus 

the continuous of the technology advancement, as well as the more features are embodied 

into than ever before, the smart phone industry enjoyed a decade long consumption growth 

(Statista, 2019). The global revenue from smart phone sales increased from 330.4billion US 

Dollars in2013 to 478.8billion US Dollars in 2017 (Statista, 2018).In terms of the units of 

smart phone that sold to end users increased as well from 969 million units in 2013 to 

1536.54 units in 2017 (Statista, 2018). 

 

By looking at the global smart phone shipments market share by vendor, it become clear that 

the one third of the smart phone market was dominated by the two major player, Samsung, 

and Apple. And plus the Chinese companies like Huawei, Oppo, Xiaomi, and Vivo, in total, 

Korean, US and Chinese companies market share account for nearly half of the entire market. 

In addition, one point shall be noticed is that the smart phone industry major player is missing 

the companies from Europe after the fall of Nokia from 2012 (Statista, 2018).    
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Figure 1: Source: Global smart phone shipments market share by vendor (Statista, 2019) 

 

OEMs and ODMs 

The construction of smart phones involves complex coordination between different supply 

chain members. As the market develops and matures, the process of designing, 

manufacturing, distributing, and repairing of smart phone becomes more fragmented 

(Scanlon, 2009). Consequently, the new entrance of player could be from different aspects of 

the smart phone making process. By taking the advantages of economic of scale, the new 

player performs the same takes with many different OEMs. 

 

Therefore explaining and introducing the main players in the smart phone supply chain, 

which are: 

1. Original equipment manufacturers (OEMs) are the companies that typically is the 

owner of a smart phone brand, such as the Samsung, Apple, and Huawei. The OEMs 

might decide not to design and manufacture all the components and processes of the 

smart phone. The OEMs will have the full visibility across the entire supply chain 

(Scanlon, 2009).   

 

2. Original Design manufacturers (ODMs) can be understood as the companies that 

design and manufacturing the smart phone without owning their own brand (Scanlon, 

2009). 
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3. Contract Manufacturer (CM) can be regarded as companies that produce the 

components without performing any smart phone design activities. These companies 

are the structural components providers, and provide the service for assembling of the 

final product (Scanlon, 2009). 

 

Only a small amount of smart phones is design and manufactured by one company and the 

OEM is the main player within this supply chain. As it is up to the OEM to determine the 

type of smart phone that is, need to be created and sold. The OEM might decide to outsource 

all of their processes and procedures. Nevertheless, OEM will still have the general visibility 

across the supply chain.  

 

This paper focus on Lumigon, as an OEM without any manufactures processes. All 

Lumigon’s smart phones are built by their contract manufactures (CM).  The focus of this 

paper is on the OEM Company, Lumigon as the buyer and two CM, the company in Huizhou 

called Qiao Xing Electronics Technology Company Limited and the company in Guangdong 

called Janus Intelligent Group Corporation Limited.   

 

1.4 Motivation 

There are two motivators behind this master thesis. Firstly, it is harder for a hardware 

company in Denmark to be success. Compared to the entrepreneurial successes that Danish 

company archived within the IT software industry, the consumer electronics industry, 

especially the smart phone industry, is facing much more challenges to get the product from 

idea to launch into the market (Kildebogaard, Finans, 2018). In addition, in the era of high 

globalization, the production will likely be aboard and not domestically in Denmark. 

Meaning the coordination with suppliers are critical ensure that the product arrives at the 

right time, and right place (Lin Y. , 2014).  

The financial burden that act as potential threat for a company to success, due to the revenue 

of the product will be only generating long after the first production costs is paid. In 2010, the 

Science Park and Industrial Fund of DTU provided support for hardware-based companies. 

However, after 5 year, 80 companies went through the support program and 350 million 

Danish Crowns were invested to help companies, but only one company was able to start 

raise a turnover (Kildebogaard, Finans, 2018).  
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Secondly, purchasing is the key point for buyer and supplier in the supply chain. The 

decision-making for the buyer will be influenced directly and indirectly. By the level of trust 

and commitment from each supplier. Thus, creating different type of relationship. Moreover, 

the level of the trust and commitment is the influence that happens by daily communication, 

and the culture awareness of buyer and supplier (Yeung J. H., 2009). The construction of the 

buyer-supplier relationship is an important part of supply chain management, research 

showed that the relationship will be reducing transaction cost, and improving the supplier 

integration. However, according to many situations, the type of relationship will have 

negative effects. Thus, this paper is also trying to provide how to map the level of social 

factors with different type of the relationship, as well as the potential disadvantages for the 

type of relationship.  

The impact of the relationship on the supply chain performance through value creation is the 

last motivation that this paper would like to investigate.  

1.5 Master Thesis structure 

This master thesis explores the development and implantation of type of the buyer-supplier 

relationship between the case company Danish smart phone company Lumigon, and its 

supplier in China, while analyzing the change of relationship when considering the degree of 

commitment, trust, communication and culture, and finally summarize the supply chain 

performance and draw general conclusions as well as the suggestions. Thus, this entire thesis 

will be divided into the following three phases:  

1. The first phase is to collecting the relevant literature and theories, summarizing the 

theoretical framework for buyer-supplier relationship development and 

implementation. 

2. The second phase is to analyze the case study and discover findings, understand the 

operation of the relationship between the buyer-supplier relationships, and examining 

the influence of social factors of trust, commitment, culture and communication on 

the relationship, as well as investigating the relationship impact on the supply chain 

performance.  

3. The third phase is concluding the analysis of the case company and discusses the 

challenges and problems. That was discovered during the case analysis, and then this 

paper shall propose the potential solutions for the problems.   
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From the table master thesis structure, the details explanation showed below:  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 2, Source:  Own creation for the structure of the paper 
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Table: Thesis structure  

1. Introduction section consist of the problem formulation, and main research 

questions, the background of the global smart phone industry, motivation and 

purpose of the thesis.  

2. Methodology of is based on the onion chart explaining which the research 

philosophy, strategies, time, techniques, validity and limitation shall discuss. In 

addition, the choice of literature and best practice approach introduced. 

3. Method section demonstrate and explained how the thesis gathering both primary 

and secondary date.  

4. Literature review and analysis, the concept of supply chain, buyer-supplier 

relationship and different type of relationship, the construction of relationship, 

influencing social factors, and supply chain performance shall be understood.   

5. Theoretical framework proposed the theory combination by collection of relevant 

theoretical literature.  

6. Case company presentation and relevant data collection such as the organization 

structure of Lumigon, the composition of the Lumigon smart phone, and the 

financial performance of the Lumigon. 

7. Finding: Apply the theoretical framework to analyze the development of the 

supply chain, and implementation of relationship, the influencing factors, as well 

as the supply chain performance. 

8. Dissuasion of the problems that raising from the analysis, and proposing the 

potential solution.   

9. Conclusion the answer for the research questions, and propose the follow-up 

search directions.   
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2. Methodology 

 

We will be examining the layers of how we approached and structured our paper using the 

‘Research Onion’. In this section, we will cover research philosophy, approaches, strategies, 

techniques and procedures for collecting data. Using the 'Research Onion' model from 

Saunders & et, al. (2012) made up with different layers, where the core of the onion has to be 

measured thoughtfully in relation to the design elements of the outer layers of the research 

onion, to ensure the data collection techniques and analysis procedures are used appropriate 

and coherent in this study. Therefore, going through how the thought procedure was step by 

step along with the executed plan showing how the work of our research and the development 

of results have turned out. 

 

Figure 3, Source: Saunders & al., (2012) research onion 

 

2.1 Research philosophy 

For the first layer of the research onion is 'the view of the researcher' and how the researcher 

philosophy shapes the way of how assumptions are constituted, knowledge and realities are 

furthermore how a research question is being understood. What lens is being used to observe 
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and conduct research through? Before starting this paper, the way we wanted to view the 

research on Lumigon was already affected by the way we choose our lenses. 

 

Positivism is a research philosophy that reflects the principles of adopting a natural scientist 

stance, with preference for observable social reality were at the end of the process would be 

equivalent to “law-like generalizations similar to those produced by the physical and natural 

scientists” (Remenyi & al., 1998, s. 32). Adapting to a more scientific method concerning the 

cause and effect for the result. Testing theories and data with very structured and frequently 

measureable results, often involving a large amount of quantitive sample data and statistical 

hypothesis testing.  

 

Realism, which is similar to positivism, in the sense that it assumes a scientific approach to 

reach the conclusions and results. Realism carries the essence of how the reality is different 

from the mind. Under realism (Saunders & al., 2012) talk about two types of realism which 

both utilizes either or both quantitative and qualitative data.  

 

The first one is direct realism that is factually what is being experienced through one self-sets 

the bar for what portrays the world accurately. The second type of realism is critical realism. 

Whereas the direct realism reflects the world through our senses, the critical realism does not. 

Critical realism argues what people experience are feelings or images of the real world, 

stating that the senses frequently deceive people. Arguing that what is seen are sensations that 

are illustration of what is real, meaning experiences are processed subjectively by the mind.  

 

Nevertheless, to distinguish between the two realisms it is important to know that critical 

realism claims that to experience the world it will be through two steps. First, the artifact and 

then the sensation that conveys it. Then, the psychological process from when the sensation 

meets the senses. Whereas direct realism, is a one step process.  

 

Interpretivism reflects the principle of understanding the difference between individuals and 

their roles as part of society as social actors. With focus on conducting research on humans 

rather than objects, how humans behave and perceive the social world. An interpretivist 

standpoint is very fitting for researches that are in the organizational behavior field along 

with other management fields (Saunders & al., 2012).  
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Moreover, researchers with an interpretivist view emphasis on rich insights studying social 

phenomena, views research as value found. Due to the research is being conducted on a 

particular set of situation of individuals at a specific time. Where research is done through 

qualitative in-depth methods with a small amount of samples.  

 

Pragmatism believes that there is not a one viewpoint to explain a holistic view. In addition, 

pragmatism argues that there might be more than one reality. Therefore, the essential of 

determine a research philosophy is adopted through the research question. Arguing that “If 

the research question does not suggest unambiguously that either a positivist or interpretivist 

philosophy is adopted...” (Saunders, M.; al, et., 2006, s. 110).  

 

Thus, arguing that there is more than one way to see the world. It is possible to work with 

more than one philosophy. Which also results in the pragmatist view included a mixed 

method approach for both quantitative and qualitative research for one study but should be 

credible, reliable and relevant data to support following action. 

 

We have chosen to apply the philosophy of the interpretivist researcher which views research 

as value found therefore what is being researched is a function of a particular set of 

circumstances and individuals at a specific time. Other characteristics of this kind of 

philosophy are that the data collection and analysis involves qualitative data from in-depth 

observations, investigations with a small amount of samples. This philosophy is relating to 

study of social phenomena in their natural environment. With the focus on research among 

people rather than objects.  

 

We approached this research from an inductive point of view, starting the analysis with an 

open mind and a general idea but with some predefined areas of interest (Daymon & 

Holloway, 2011) Supplier-buyer relationships were one of the starting points. Therefore, the 

research goes from a top-down approach, from general ideas until analyzing the data we 

narrowed it to a more specific topic.  
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2.2 Methodical choice 

The second layer is about how shaping the design on the research paper is going to be, laying 

the ground of the research by choosing what method should be taken into account. Going 

with quantitative methods, qualitative methods or even mixing the two of them? We 

distinguish between using four different combinations mono method, multi method and 

quantitative, qualitative. Taking the first one mono method quantitative design is 

characteristic as collecting data through questionnaires and analyzed statistically.  

 

Mono method qualitative design is data collection through in depth interviews. For the two 

alternative combinations, multi method quantitative design features more than one way of 

collecting data, so a combination of for instance questionnaire and some observation. Multi 

method qualitative design again uses more than one way of collecting data, however 

techniques that associates with deep interviews and dairy accounts. 

 

At last, there is a third alternative, which is the mixed methods design. This special 

combination, takes a little bit of both the qualitative and quantitative data meaning that the 

researcher could do the qualitative data first, and use the quantitative data as a follow up for 

observations and analysis. What we have chosen to apply in our paper is the multi method 

qualitative design, where we structured the collecting method with pre-made semi 

constructed in-depth interviews and with some questioner to follow up thereafter analyzing 

and discussing the results. 

 

2.3 Strategies 

Next layer is about the methodological choice were we emphasizes on how we plan to answer 

and present our research question. Among several different strategies, we choose to use the 

case study research. After taking into consideration from different factors, regarding to what 

we want to emphasis the cultural and complex context in differences in a supply chain 

management perspective for Lumigon and their relationship with their suppliers. Therefore, 

case study design was fitting for achieve a greater understanding towards the supplier buyer 

relationship between Lumigon.  
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Using a case study helps to dive deeper into the context of research and understanding of the 

process (Saunders, M.; al, et., 2006) where there is a higher possibility for generating answers 

that are more in depth. In many case studies, there is a tendency to use a combination of 

qualitative with semi-structured interviews and quantitative in form of survey or 

questionnaire. Taking into account that the case study strategy can be distinguished between 

single case vs. multiple case and holistic case vs. embedded case. The choice for single case 

study is due to wanting to have Lumigon as the one critical case that is being represented, that 

gives the opportunity to observe and analyze phenomenon that might not have been 

considered by others before. Hence, it is a single case on Lumigon. 

 

2.4 Time Horizon 

In this layer, we set up the time framework for the whole paper and due to time limitations 

and a short working period in this paper, we have set it to a cross sectional time horizon. 

Limited by the time and use of using Lumigon as case study we applied the sectional time 

horizon, time framework to this paper, to address and examine a particular problem. It is a 

cross sectional time frame which is also called a 'snapshot' where survey or case studies are 

applied as a strategy, for cross sectional studies interviews conducted over a short period of 

time is often used.  

 

2.5 Techniques and procedures 

 

2.5.1 Time: 

The data collection happened over a period of a few months. Proceeding to scheduling 

interview meetings with the Lumigon, Janus and Qiao Xing spread out over the months, 

preferable was that the interviews were carry out with an equal interval so that between each 

interview would not be too far nor too close of each other. With a consistency of time that 

was conducted between each interview, would help to set the same foundation for each 

interview that might rule out bias variants. However, in reality too many variants would have 

to be considered. Nevertheless, as investigators of this study we would adapt to the schedule 

that was available for each interviewee.   
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2.5.2 Structure: Interviews 

In total 6 interviews were conducted, where 2 of them were follow up interviews with the 

same interviewees. Duration was set to one hour plus minus some minutes for the four 

interviews, which makes the foundation. The two follow up interviews were set to 10-20 

minutes.  

 

Subsequently, the interviews were distributed into two pools. The first pool was the 

employees in Lumigon. Second was the pool of employees from the two suppliers. 

Consequently, the questions were tailored to whether it was to Lumigon, Janus or Qiao Xing. 

Therefore, the questions for the two pools were not 100% similar due to the different roles in 

their companies the interviewees had. In addition to the different background and relationship 

they have towards the Lumigon supply chain. Nevertheless, questions regarding the supply 

chain operations, intercultural communication were still present for all parties.  

 

The starting point was the same for every interview, with basic questions about “what role 

they had in the company” and “who they are” to lay the foundation from there on all 

interviews were set up for open conversation and discussion following the semi constructed 

questions. To hear out how things were seen from their side, encouraging interviewees to 

elaborate on answers trying the best to stay objective. Research conducted under a more free 

flow interview opens up for more opportunities to look into data that might not have been 

part of the initial thought for the research case.  

 

During the interview, the set up for the question were not shown to the interviewees prior to 

the interview. Leaving out pre-prepared answers that might have conflicted upon, the natural 

feeling to answer the questions asked in real time. However, we also took in the consideration 

that without the interviewees knowing what questions would be asked, it might have given 

them less time to think over the answers to give full in-depth answers with clear details to the 

questions. However, stuck with the natural given answers even if it could be less constructed 

and detail given.  

 

 In addition, to have a holistic view of the research and the results conducted from this case 

study. By not only looking at how Lumigon’s supplier-buyer relationship is from Lumigon’s 

point of view, instead including the core suppliers of the supply chain members, we assume 

are enough to answer how the intercultural supplier buyer relationship affects the supply 
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chain performance. Thus creating a holistic view on how the supplier buyer relationship is 

viewed from both parties, where challenges might occur and where it works.   

 

The first two interviews with the two employees from Lumigon, was conducted over Skype. 

The third and fourth interview was for their supplier/assembly partner Qiao Xing and supplier 

Janus, which was conducted over a face-to-face interview in China. As previous mentioned 

two follow up interviews were scheduled where one was with one of the employees from 

Lumigon and the other one from the supplier/assembly partner Qiao Xing. The two follow up 

interviews were conducted over phone conference.  

 

2.5.3 Language: 

A challenge when conducting and collecting data, initially we had set it to all English. 

Conversely, it ended up in 50/50. The semi-constructed questions that were prepared were all 

in English. The interviews with the employees from Lumigon were two of the interviews 

were held in all English, whereas the rest of the interviewees’, which were from the two 

supplying companies were conducted in Chinese due to the comfort of the interviewees, 

questions were also orally translated to the interviewees. The last two follow up interviews 

were also conducted in Chinese. 

 

2.5.4 Transcription  

The procedure for transcribing the interviews were as follow, for the English interviews we 

choose to transcribe directly however leaving small filler words out. For the Chinese 

interviews, we had to translate it to English directly and transcribe it.   

 

2.5.5 Structure: Questionnaire 

Along with the follow up interviews, we had with the two interviewees, one from Lumigon 

and one from the supplier. We also choose to send them questionnaire in addition prior to the 

follow up interviews. Nevertheless, the questionnaire where not the same questions as what 

we stated in the follow up interview. It should be viewed as two separate investigations, 

where the questionnaire simply had supporting questions. The questionnaires emphasized on 

the perception the suppliers and appropriate relationship between Lumigon and the suppliers 

and vice versa. 
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Resources that were being proceeded from the data obtained from the interviews and 

questionnaires, were primary data that we build our case study around. Further we also used 

academic journals for theories as primary source. For the secondary data, it was all based 

around academic journals to support the literature review, curriculum from CBS and other 

secondary data to shape, support and build our paper. We were also being critical around the 

sources that we accessed and used for supporting our primary data. 

 

2.5.6 The interviewees - Listed as in the order they were interviewed   

 

Company: Lumigon A/S 

Name: Po Sørensen 

Date: 31.01.18 

Position: Sourcing and Procurement Manager  

Interview: Skype 

Introduction: Lumigon is the OEM (Original Equipment Manufacturers) and owns the brand 

Lumigon. 

 

Company: Lumigon A/S 

Name: Zheng Lu Ma 

Date: 26.03.18 & 15.08.18  

Position: Technology Manager 

Interview: Skype & Shenzhen City, China 

Introduction: Lumigon is the OEM (Original Equipment Manufacturers) and owns the brand 

Lumigon. 

 

Company: Qiao Xing 

Name: James (English Name) Jin Song Pu 

Date: 19.04.18 & 23.08.18 

Position: Account Manager 

Interview: Face to face, in Donguan City, China  

Introduction: Qiao Xing Electronics Ltd in Huizhou, was founded in 2012 which is a listed 

company mainly engaged in the manufacture and installation of large-scale equipment 
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structures. Providing ODM (Original Design Manufacturing) and CM (Contract 

Manufacturer) services to customers. Focus on manufacturing and producing components and 

full assembly of products. Their customers are main brands such like Philips, ZTE, Huawei 

and Lava in India etc.  

 

Company: Janus 

Name: Shi Chao Xiao 

Date: 20.03.18 

Position: Account Manager 

Interview: Face to face, in Donguan City, China 

Introduction: The Company is the second tier supplier for Lumigon, founded back in 2003. 

They are currently the leading manufacturer (OEM) for the most of Smart phone brand in the 

word. Their business could be divided into three areas: 1) the high precision structural 

components manufacturing for consumer electronics; 2) the high-end equipment 

manufacturing and 3) service for engaging the smart manufacturing. Janus work as a CM 

(Contract Manufacturer) for Lumigon acting as a long-term key supplier for Lumigon due to 

that they were the one who produced two generations of Lumigon’s components.  

 

2.6 Validity and reliability 

 

The validity of the paper is the concerns of whether the research of the study of Lumigon 

measures what it intended to assess. Further external validity concerning the results from the 

study of Lumigon could be a possibility to be applied or generalized for other cases. 

(Wolcott, 1994) Valid criterion for guiding is not acceptable for the quality in qualitative 

studies. Furthermore, raising the question if validity is appropriate or legitimate for 

qualitative studies referring to “understanding is a more fundamental concept for qualitative 

research than is validity” Wollcott (Onwuegbuzie, 2002, s. 9). Validity in qualitative research 

has been operationalized in numerous of ways, thus up to today there is not one definition of 

validity that represents hegemony in qualitative research (Ali & Yusof, 2011).  

 

(Saunders, M.; al, et., 2006) Argues that case study is not unscientific, but is on the contrary 

very worthwhile way of exploring existing theories. Additionally, with the foundation of 
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existing theories it allows the researchers to provide source of new or further discoveries and 

could challenge existing theories.  

 

The reliability of a research study addresses to what extent the study can be replicated with 

the same findings. In general, with qualitative research studies, the reliability is too difficult 

to measure. With the way of conducting qualitative data through in depth semi constructed 

interview, with open dialogue and participants with different dynamics further unexpected 

changes occurring under the conduction of data collection in real time.  

 

Stenbacka in (Ali & Yusof, 2011) argues given that reliability relates to being measurable it 

has no significance in qualitative research, moreover other authors argue that at the way to 

ensure reliability in a qualitative study is by inspection driven by trustworthiness. For 

Lumigon the implementation of all the techniques was carefully in a logical sequence was 

done for trying to achieve a methodological rigor that will conclude in an authenticable 

findings and outcome. The degree of threats for reliability has been considered, both subject 

and participant biased. Bearing in mind, that interviewees could change their mind, have a 

bad day, saying what was in Lumigon’s best. In addition to assuring reliability through 

specific documentation of how the techniques, research and execution process was done. 

Subsequently, that it could be retraced.  

 

2.7 Limitations and de-limitations 

 

In this section, we want to talk about the de-limitations this paper. To begin with, we choose 

not to look into the downstream of the supply chain such as distributors and end consumer 

segment. We purely focus on Lumigon’s supply chain and the relationship, interchange of 

information and products. In addition we want to examine the degree of commitment, level of 

trust, the effectiveness of communication and the level of culture awareness and within the 

with focus on intercultural communication across borders and supply performance.  

 

Also noted that working on this paper with a company as Lumigon, which operates in a field 

where most information is confidential to a certain point. There were not made a confidential 

agreement with the company whatsoever, it was taken into consideration that the companies 
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along with interviewees might have being holding back not allowing entry on confidential 

ground due to information may leak into public.  

2.8 Best Practice Approach 

 

As the attempt to answer the research question, an intensive amount of literature within the 

supply chain, the buyer-supplier relationship, and performance are reviewed. It has come to 

the conclusion that the theories or concept that could cover the thesis scope of the case is 

missing. Aiming to provide an overall framework by combine different theories as the 

foundation. The research question stated the development of implementation of suitable 

supply chain relationship to archive the satisfied supply performance.  

In the process of creating the master thesis framework, the literature is limited to how to 

manage and improve the buyer-supplier relationship. Therefore, this paper proposed to create 

the best practice approach for developing the supply chain relationship. 

By applying the theoretical framework to the Lumigon case, a best practice approach used. 

Which, means that the paper has transferred from theoretical discussion to actual business 

operations practices. Furthermore, by comparing the theoretical foundation with the findings, 

the best practice for developing a supply chain relationship could be possible.  

2.9 Choice of literature 

From the basis of extensive literature review, the thesis carefully selects the constructs and 

concepts, which is this paper consider as the most appropriate for the case that within the 

scope of buyer-supplier relationship construction, social influencing factors that, supply chain 

performance as well as the value creation. However, some scholars focus on the logistics 

provider as the supply chain relationship, as this paper focus on the relationship between an 

OEM and CM, it is not within the scope.  

The construction of the buyer-supplier relationship has been largely based upon on two very 

important theories, the development and implementation of relationship model from 

(Lambert & Cooper , Developing and Implementing Supply Chain Partnerships, 1996), where 

the model suggest external environment and internal motivation will influence the integration 

level of supply chain. Further, (KIM & CHOI, 2015) work on the advantages and 

disadvantages contribute to the framework.  
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The paper also selects the literature of social influencing factors. The trust and commitment 

argues that different level of trust and commitment will result the different type of 

relationship, according to the Laakosonen (2008). With supporting model of intercultural 

communication between the supplier-buyer relationships applying Mintzberg & Heyden 

(1999) concept of organigraphs show casing how the communication flow is between 

partners. Berlo & Janet’s (1998) process of communication model helps identify how the 

communication was, by also applying the concept of perception & communication by Varner 

& Beamer (1995) to explain the cultural filters that the supplier-buyers experience. 

Challenges that steams from cultural differences is explored using Hall (1998) high and low 

context culture along with Hofstede (1980) culture dimensions examine how it effect the 

communication between the supplier buyer relation.  

Last, exploring what competitive advantages steams from collaborations, what value and 

tradeoffs can be obtained when investing in different relationships. The importance of how 

supplier buyer relationships improve the supply chain performances from Tescari & Brito 

(2016) along with arguments from Ireland & Webb (2007). 

3. Literature review 

The main purpose of literature review is to describe the appropriate relationship between 

members of the supply chain and selected key areas within the files of research. Moreover, as 

this paper focuses on the relationship and influencing factors, thus the literature review will 

divide into three main aspects, the development and implementation of supply chain 

relationship, social relations between organization (trust, commitment, culture, and 

communication), and asset specialty. Thus, the paper will arrange the structure of this section 

showed below: 

 

-          Review the nature of supply chain management and its processes. 

-          Exploring the definition and types of relationship. 

-          Exploring the organizational trust and its implications from an organizational perspective. 

-          Understanding the nature of the commitment to inter-organizational relationships impact. 

-          Investigating the culture influence on the supply chain relationship. 

-          Exploring the communication flow at the inter- and intra- organizational level. 

-          Summarizing the interrelationship between buy-supplier relationship, supply chain 

performance, and social relations. 
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3.1 Supply Chain 

 

The rise of the supply chain concept is mainly due to the gradual change of the manufacturing 

environment, for example, rising of production costs, decreasing the resource available, and 

shorter product life cycles, as well as the emerge of global economic markets (Beamon, 

1998). All of this had a great impact on the traditional industry. In comparison with seeking 

the improvement on the manufacturing efficiency by using the management program such as 

just in time delivery, and total quality management, the companies nowadays are more 

focusing on how to produce in a more flexible way to satisfy the customers, which has been 

the main reason whether companies can continue to survive (Lin D. , 2000).  

 

The supply chain could be referred as an integrated manufacturing process. That converts raw 

materials into final goods, and then delivers finished product to consumers. Many different 

business entities lies in the supply chain such as raw material supplier, product manufacturer, 

logistics providers, and retailers, etc… The main purpose is to combine both upstream and 

downstream business entities in a form of chain supply model in an integrated way (Tan, 

1998; Beamon, 1998; Palevich, 1999). According to Beamon, there are two integration 

processes; a) one is production planning, and inventory control and; b) second one is 

distraction and logistics process (Beamon, 1998).  

 

The first process has two main elements the production planning includes the design and 

management the entire production flow, which contains the activities such as purchasing of 

raw material, production, and control. The inventory control focus on the storage and 

management of the goods, raw material, semi-finished product, and finished product. The 

second process determined the collection and delivery of a product from warehouse to the 

retailer’s point. The product could be directly delivered to a retailer from warehouse, 

however it could be also delivered through a distraction center before arrive at retailer’s 

place. 
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The Supply chain management could be regard as the integration and management of 

importance processes between enterprises. It involves the management of product, service 

and information that occurs between the upstream and downstream supply chain member. 

Moreover it serves the goal of creating the value for its customers, the entire process 

includes: acquisition and procurements of raw material, production scheduling, order 

processing, inventory management, distribution, warehousing and customer service (Thomas, 

1996; Palevich, 1999; Lambert D. M., 2000). 

 

Maloni and Bentong suggested that there is an evaluation where companies focus on a shift 

from the functionality integration to the supply chain integration, where he also argues that a 

good buyer-supply relationship bridge the gap between firms and enable companies to reduce 

the number of suppliers (Maloni & Benton, 1997). 

 

Ballou argue that supply chain management should be divided into three dimensions (Ballou, 

Mukherjee, & Gilbert, 2000): 

 

- Intra-functional coordination refers to the cost control of operations and production to 

archive the better production efficiency 

- Inter-functional coordination aims to have better integration among various 

departments within the company to reduce possible conflicts of objectives, such as the 

coordination between the logistics and finance department or planning and production 

department 

- Inter-organizational coordination takes the perspective from entire supply chain, 

where the member of supply chain try to archive the lower producing costs, and better 

production efficiency through some type of mechanism, such as the vender managed 

inventory, or just in time production. 

 

In the context of rapid changing global market environment, and the increasing demand from 

customer, the quick responds is one of the competitive advantages that companies is 

pursuing. Under the concept of supply chain management, timing is one of the important 

factor that could change the market ecology; companies that could react quickly to the market 

demand, and make rapid changes can truly enjoy the success. Thus, the time based 

competition is that most of companies are currently facing (Claycomb, Germain, & Droge, 
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1999; Carter & Narasimhan , 1996). 

 

 

 

 

The Just-In-Time (JIT) is a method that integrate and solve problems, and aims to improve 

the quality, increasing productivity and reducing unnecessary waste. JIT provide a production 

method that is cost effective, and provide the customer with right quality, right time and 

place, and right amount of product. JIT has been used mostly on the processes of providing 

raw materials, manufacturing and distribution in a timely manner (Carter & Narasimhan , 

1996; Haan & Yamamoto, 1999; Frazier, O’Nel, & Spekman , 1988). 

 

JIT could be regard as one of the most important competing strategy under the time-based 

competition, the supply chain that adapt the JIT strategy on the logistic could effectively 

control the inventory and reduce the unnecessary backlogs. Further, even achieve the zero 

inventory effective management. The supply chain members that adapt the JIT management 

affects the member’s organizational structure design and organizational performance, also the 

members with JIT tend to establish a set of performance benchmarking and decentralized, 

integrated organizational structure design (Claycomb, Germain, & Droge, 1999). 

 

In the traditional concept of management, procurement, production, and distribution 

considered as the three main phrase of supply chain management (Thomas, 1996). Regardless 

of the purchasing; production; raw material, or semi-finished components, or the finished 

product from upstream supplier. The in-bound purchasing is crucial for all the member of 

supply, it is a business processes that they need to deal with daily, thus the purchasing or 

procurement is a functional activity, and it linked with the product management as well as the 

information management (Landeros & Monczka , 1989).  

 

For a company, the supplier’s quality level is directly related with its own cost and quality 

level, it only happens that the supplier material or product with high level of quality 

(Landeros & Monczka , 1989). Thus, a company could produce a product that could satisfy 

the customer need, and therefore creates the value for customer. For most manufacturers, it is 

very difficult to produce all the raw materials. Components and production technology that 

are required in the manufacturing process, in order to reduce the risk of self-development, 
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manufactures tend to focus on core competencies. That will obtain the other resources from 

external vendors.  

 

 

Hence, the most fundamental functions of procurement is to ensure that the organization has 

the qualified supplier that able to continue to provide the required raw materials at a 

reasonable price (Hahn, Kim, & Watts, 1990). The procurement plays the role of supporting 

production and operation procedures, so manufacture’s procurement strategy must be aligned 

with its production strategy so that the company could operate effectively (Watts, Hahn, & 

Kim , 1995). 

 

Anderson and Katz provided the sourcing value chain theory that explained the strategic 

procurement has been coming increasingly important on the supply chain organization, where 

it is also the tools for the cost control and profit generation (Anderson & Katz, 1998). The 

theory shared the same view with Watts, that the procurement is to ensure the manufacturer 

obtain the high quality and reasonable priced raw material as right time in order for the 

producer to be able to effectively compete on the market (Watts, Hahn, & Kim , 1995). 

Moreover, other functionality of procurement is to establish a connection with the other 

organization, because one of the procurement capability is to develop a new supplier, and 

improvement of current supplier. One might argue that this type of interdependent connection 

could identify as the supplier and buyer relationship. 

 

Lambert illustrated the supply chain management of integrated and manage by the enterprise 

business flow as showed on the figure below (Lambert, Cooper, & Pagh, 1998). Lambert’s 

framework consists of two flows the information and product flow. The production flow 

demonstrated by simply showing the second-tier supplier, before reaching to the hub 

manufacturer.  

 

According to the Lambert, the manufacturer has the six internal sections, the sales, finance, 

RD, production, purchasing, and administration. The framework shows that downstream have 

two tier as well, the customer, and end user. The framework suggested that the following 

processes should be integrated into the production flow. The first processes is the customer 

relationship management, which gives the structure about how to develop and maintain the 
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relationship. The second one is the customer service management, and it presents the 

company to its customer, as well as the information source.  

 

 

Demand Management is balanced between the requirement from customer and the capability 

that the supply chain member possesses. Order fulfillment means that how a supply chain do 

to understand the customer requirements, ensure the logistics network and delivery the order 

to the users. The manufacturing flow management contains the activities to produce the 

product based on the flexibility of the supply chain.  

 

Supplier relationship management contains the supplier development and maintained. The 

product development and commercialization process gives the structure for making and 

bringing the new product to the market. Finally, the return management is all about the return 

of goods, such as reverse logistics, and avoidance. It also showed the process integration of 

internal procedures as well as the integration between the members, through the consistent 

information exchange, as the result ideal supply chain could have an optimal production flow 

(Lambert, Cooper, & Pagh, 1998).  

 

 

 

Figure 4, Source: Integrating Key Business Processes (Lambert, Cooper, & Pagh, 1998) 
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3.2 Relationship 

3.2.1 Story of SBR 

 

In 1989 trends and changes in the supplier-buyer, relationships were changing according to 

U.S companies during the 1980s. The transformation of the exit relationships, changed to 

suppliers starting to provide more detailed breakdowns and steps of how the production 

processes were. Hence, that increased the companionable tone towards a voice relationship 

instead of a exit relationship (Helper & Sako, 1995) meaning that the voice relationship is 

where the buyer keeps working with the original supplier to resolve a problem, instead of 

having an exit relationship that results in the buyer finding a new supplier when problems 

occurs. Other indications of the changes in relationship aspects in the U.S  were the contract 

lengths increased from an average 1.2 years in 1984, to 2.3 years in 1989 (Helper & Sako, 

1995). 

 

Typologies of supplier buyer relationships were typically based on few dimensions, 

categorizing the relationship between suppliers and buyers. In previous typology, research 

divided it into two major categories: relational attributes and power-dependence attributes 

(Tangpong et, al., 2008; Tangpong et, al. 2015) others defined the supplier-buyer relationship 

at that time, as the simple term contracts were it was either short term or at an arm’s-length 

relationship. 

 

However, at the time it had not yet been defined as 'partnership' relations as today (Helper & 

Sako 1995; Tangpong et al. 2008) talks about the relational attributes that refers to the buyer-

supplier relationship as in a cooperative effort with relational norms and trust. Today’s 

‘partnerships’ are used as tool for governance mechanism in exchange for the relationship it 

can broaden the limited opportunities and lessen the transaction cost that comes along with 

partnerships (Wang & Wei, 2007; Tangpong et al. 2008). 

 

Other Scholars like (Macneil, 1980) viewed supplier-buyer relationships as a variety of 

isolated transactions to relational exchanges. Where the so-called discrete transactional 

relationships were a one-time transactions resulting in the outcome of low a relational type. 
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Whereas exchanging parties emphasizes not on the individual transaction but on transaction-

by-transaction payoffs. Conversely, relational exchange parties are long-term orientated and 

is characterized by high relational norms where partners focus on maintaining beneficial 

relationships and cooperate to continuously create payoffs in the current relationship. Other 

researchers also proposed a two opposing types of the supplier buyer relationships, arm's 

length, adversarial relationship meaning it was a low relational exchange and the close 

cooperative, or collaborative relationship, which is the high relational exchange, meanwhile 

as the 'contracts' increasingly became long-term. With more suppliers having to provide and 

share more information in the supply chain, it becomes a 'partnership' with the suppliers 

(Cox, 2004; Helper & Sako 1995). 

 

As the time changed more and more varieties of relationships types were added to the list, 

Webster (1992) proposed new types of relationships such as discrete transactions, repeated 

transactions, long-term relationships, buyer-seller partnerships, strategic alliances, network 

organizations and vertical integration. Additionally, Lambert et al. (1996) developed a 

framework for what kind of partnerships, proposing three types of partnerships from one to 

three emphasizing the level of involvement of the supplier and buyer. While arm's length, 

joint ventures, vertical integration was outside the frame of the three types of relationships. 

Because a firm has a wide range of relationships but majority of them will not be defined as 

partnerships but rather at an arm's lengths association. 

 

Furthermore, the power-dependence attributes are co-dependent elements the power in the 

relationship is defined as where the party that has less dependency will have the upper hand 

and power compared to the other party. Hence, the dependency is defined as the degree of 

how much the other party needs to maintain the relationship to obtain the necessary resources 

that gains the desired goal for the firm (Cook, 1977; Pfeffer & Salancik, 1978). 

 

Nevertheless, buyer supplier relationships can also be classified into four types according to 

Cox (2001) from a power perspective it can be categorized into four types: independence, 

buyer dominance, supplier dominance and interdependence. He argued that firms should aim 

to leverage and learn how to improve the financial profit from relationships while striving for 

repositioning themselves to improve the power position. 
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Relationship between supplier and buyers has been heavy emphasized in recent years, and is 

attracting a lot of attention. When firms work closer with their key suppliers to obtain the 

wanted goal in their supply chain, Speakman & et, al (1994) talks about the transformation of 

seeing the supply chain as independent and isolated cubes in the old days, but now it has 

moved over to a more inter-dependent inextricably linked entity.  Due to the starting point of 

raw materials from the supplier, go through several value-adding activities that ends in higher 

financial income. Adding that success is not measured by individual transactions, however 

they are evaluated and competing as a network with other companies along the entire supply 

chain. 

 

The supply chain focus is on redundant activities and efforts that can be reduced, cost that 

can be shrunk to the minimal. Therefore, supply chain partners share their information that 

helps to facilitate their abilities to satisfy the end consumers’ needs through closer relations. 

Speakman & et, al. (1998) and Helper (1991) talks about how close relationship often result 

in reduced cost is caused from focus on the supply chain management, that it should 

emphasize leveraging the skills, the knowledge of capabilities of the company this 

competitive network, meaning that managers should acknowledge the importance to forge 

close ties to one’s key suppliers. 

 

Supplier buyer relationships in today's competitive environment with organizations that are 

leaner, requires closer relationships with key suppliers in order to maintain a leadership 

position and to grow (Lambert & et, al. 1996) along with the emerging new variety of deepen 

relations with commitment and trust long term relationships embed business in transactions 

with social engagements. 

 

Factors between the suppliers and buyers is based on cooperative behavior, factors as the 

suppliers ability to do QR (quick responds) for customers; needs, consistency, flexible 

deliveries and quality of production, results in a win-win situation for suppliers. That are 

supposedly assured business along with gaining access to business expertise and knowledge 

and at this level of cooperation in the transaction process it fosters an environment that 

encourages knowledge, for information sharing and makes the flow easier (Khoja & et, al 

2011; Morris & Imrie, 1992). Another important aspect is that the collaboration practices has 

a relation to the assistance that the buyers are willing to give the suppliers, this includes 

levels of technical, personnel and management assistance has increased. 
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Dyer & Singh (1998) argues that when partners are willing to make relation-specific 

investments and combining resources in unique ways, it can lead to possible productivity 

gains in the supply chain. Hence, a network of firms can obtain sustainable competitive 

advantage when they go together to develop relationships. Additionally firms that do 

collaborate can generate relational rents through relational investments, knowledge sharing 

routines, complementary resource endowments and valuable governance. 

 

With the companies jumping onto the bandwagon of sticking to fewer suppliers, and focus on 

closer relationships between buyer and suppliers. Anderson & Jap (2005) discusses the dark-

side phenomenon of close relationships, by pointing out that trust is an important variable. 

Companies might not know if the partner is overcharging without the partners’ knowledge, 

also arguing that long-term relationships can be costly, for suppliers due to buyers might 

expect or demand lower prices in exchange for loyalty. 

 

Corsten & Kumar (2005) found even though both parties benefits on the collaborations there 

would be a bigger inequity in the collaboration from the suppliers part. Arguing that suppliers 

might believe what they receive is less than what they deserve and contributes to the 

existence of suspicion among suppliers. Trust and commitment entails the assumption of risk 

and some form of trust in the relationship, while trust is important in all stages of a 

relationship. Powers & Reagan (2007) argues measurement of the trust can only happen after 

partners have been in the relationship long enough to start evaluating this dimension with 

regard to relationship parity. 

 

It was shown that close relationships has a number of studies that set the failure rate of joint 

ventures at 30% to 50%, arguing that from different studies of psychology have found that 

closer and safer parties of relationships tend to raise annoying issues and generate conflicts. 

While marketing researchers think that partners grow increasingly dissatisfied as the 

relationship persists (Anderson & Jap 2005). Holden & O'Tolle (2004) talks about nowadays 

competing through relationships and networks is very complex but critical for the business 

activities that a firm relies on, due to some firms using their relationships as an active mode 

of competing and recognize their competition's as a core strategic asset.  
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Close and long-term supplier base can help a company advance in gaining a competitive edge 

in an aggressive working environment. It allows the partners to exploit economies that would 

not be realized under a traditional adversarial model (Han et al. 1993). In addition to that, the 

level of trust between the interacting partners is essential and rating trust as by far the most 

important factor summing up a good relationship.  

 

According to Han et al. (1993), trust is developed by a constant and comprehensive exchange 

of information that allows uncertainty to be reduced in the supply chain. Moreover, the main 

advantages are different from the supplier's side to the buyer's side, taking the buyer's point of 

view the advantages from a close long - term relationship with the suppliers is the reliability 

of supply, enhanced delivery schedules, lower production costs and the skills to solve 

conflicts. On the other hand, suppliers find price or production as the ability to offer more 

competitive and stable prices in exchange of reliability, enhanced marketing efficiency. As a 

result to the continuously business the suppliers get from the buyers, instead of acquiring new 

ones, better optimal capacity planning, customer orientation helps the supplier to understand 

the buyers better and prepare for appropriate strategies. 

 

Conversely, (Han & al., 1993)also talks about how the relationships are only appropriate if 

the benefits and advantages outweigh the problems. Due to greed and uncertainty due to 

overdependence, making one party over dependent on exchange partners, this makes an 

unhealthy balance in the relationship as the other party might take advantages of it, when they 

realize that the other party is much dependent and has no other alternatives. 

Several studies of buyer-supplier relationships have identified communication as antecedent 

of trust, and the success of relationship and satisfaction.  

 

The key elements of a strategic outsourcing and relational competencies steam from 

communication. Authors have looked into numbers of dimensions, commitment, trust, 

communication, satisfaction, relationship maturity, power and dependence, which usually are 

considered as key in a relationship. However, out of all the dimensions the element of 

communication is the heart of any organizational relationship and a critical element of the 

function of an organization and the supply chain.  
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Communication is driven by two forces 1) the need to reduce uncertainty, where the lack of 

information could produce certainty 2) the need to resolve equivocality where the information 

is known but ambiguous and open to interpretation (Ambrose & et, 2008) 

The nature of the buyer - seller relationships roots in social psychology, social exchange 

theory and theories of power and dependency that leads to satisfaction. Companies will 

compete to seek ways to compete for reducing costs in the value adding process with focus 

on relationships in a business environment. Dynamics of a relationship should be carefully 

examined to understand the cooperative behavior from the partner. Difficulties can occur 

from lack of communication at all stages in a relationship (Holden & O'Tolle, 2004).  

 

Successful manufacturers have tight coordination and communication with supply chain 

members, on day-to-day operations it enables real-time information to travel immediately up 

and down the supply chain and well-coordinated movement of inventories. Resulting in 

goods delivered quickly and reliably when and where they are needed, quick responds and 

short lead times helps eliminate the bullwhip effect and improves companies’ performances 

(Lee & et, al, 1997; Sanders, 2007). With a solid foundation for effective communication, it 

acts as a function to support and integrate areas with projects (Zulch, 2014; Culo & 

Skendrovic, 2010). Generally, communication is effective when it reaches the intended goal 

and accomplishes the desired purpose, hence effective and good communication is one of the 

main determinants of successful realizations. 

 

Holden & O'Tolle (2004) argues though that too much communication can lead to 

unnecessary costs and be abused by partners. On the other hand, too little communication 

results in information distortion and shows lack of trust and commitment. Hence, the extent 

of communication or lack of reflects the parties’ relational intent and signals the commitment 

to either striving for a discrete or a close relationship. Between suppliers and buyers, 

"communication" is often limited to the role of "information sharing" due to assessing 

information sharing means that communication is measured at some point, while once the 

relations is established there will no longer be the need for seeing communication as a central 

process.  
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Nonetheless, unless communication is viewed as part of the ongoing social interaction in a 

relationship it will be restricted to a subsidiary role. Communication between supply chain 

members is being identified into five stages or lifecycle of a relationship by Dwyer & et, al. 

(1987). Emphasizing as the stages progress over time the quality of the communication and 

amount of information sharing increases as a reflection on increased interaction costs. 

However, it starts with the company identifying the market for possible members of the 

supply chain. So the first stage is the awareness, with interaction and initial transactions to 

explore partners to further increase the interdependence and expansion of the relationship. 

Along with raising the risk-taking comes the commitment where the condition of the 

relationship is stable and mutual investment in maintaining the relationship, last is if parties 

chooses to withdraw or disengage making a dissolution for the relationship.  

 

Whereas, other scholars have set four types of relationships Draft & et, al (1984); Holden & 

O'Tolle (2004) argued that organizational literature has recognized communication as a vital 

endorsement of organizational activities. For a long time it has been viewed as a key variable 

for development of mutual understanding, coordination, behavioral norms and reflecting how 

the relationship is going in the right way or the wrong way. Many factors can be considered 

when diving into what effects the right communication between partners, communication is 

between individuals.  

 

However, with cultural awareness and know-how individuals and companies can prepare and 

maybe encounter how business people from another culture will behave, act and make 

decisions (Gardasevic & Vapa-Tankosic, 2015) this speaks to how the factor culture has on 

how we act, behave and decide in the believe of certain norms. 

I. Defining SBR 

The supplier and buyer relationship is to be considered as one of the most important strategy 

for a company to obtain the resource and enter a new market within a dynamic environment 

(Sezen & Yilmaz, 2007). There is an inter-reaction between the companies from the upstream 

and downstream of the supply chain, and the closely linked in the long term, thus in this 

section, the paper review and discuss the implementation and development of the supply 

chain relationship. Further, discuss the supplier powers and buyer commitments as the 

driving factors for relationship building (Sezen & Yilmaz, 2007).     
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Due to the rapid evolution of information technology and the gradual maturity of the internet. 

More and more enterprises are facing the environment of high level of competition, the 

diverse quality management methods, for example; total quality management, JIT 

management, and flexible manufacturing systems, are designed to improve quality and 

reduce costs to enhance the competitive advantage of the company. In addition, ultimately 

meet customer needs. In the face of such a competitive environment, many companies have 

changed their past hostile attitude towards up and down stream manufactures and retailers to 

establish a supply chain with a shared business objectives, and to a deep level of symbiosis, 

where the a higher level of knowledge and information transfer could occur (Lin D. , 2000). 

 

The relationship is a connection between people, or organizations, and it is mainly to show 

that this connection is a relatively closer cooperation and a willingness to accomplish a 

specific purpose. Supply chain relationship refers to a connection between two independent 

individuals firms in the supply chain that works together to achieve a specific goal and gain 

the profit (Lin D. , 2000).  These two entities are usually supplier, buyers or customers; agree 

to share each other’s information as well as risks within a certain period. Moreover, a well-

performed supply chain will be able to improve the financial or operational performance of 

both parties by reducing the cost and inventory level (Maloni & Benton, 1997). Buzzell & 

Ortmeyer (1995) defines the relationship as that the relationship enable suppliers and buyers 

to maintain an ongoing connection between orders and distributions based on their goals, 

policies and procedures, on their work the “Chanel Partnership Report”.  

 

II. Type of relationship (Type I II III) 

 

Currently there are many different literatures suggesting different type of the supplier and 

buyer relationship. On this section, this paper should able to introduce the different types of 

relationship, and well as the angles of this paper takes.  

 

The relationship between business and business has gradually shifted from traditional short-

term trading models to long term collaborative strategic collaboration. Based on 447 copies 

of questionnaire to the American and Japanese business executives conducted by Bensaou 

(1999).  
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There are six influential factors on the supply chain relationship from both inside and outside 

of an organization: chain members and technology; competitiveness of particular industry; 

supplier capabilities; the nature of the boundary crossing work; relationship between 

operations within enterprise; and the benefit brought by the supply chain relationship 

(Bensaou, 1999). Moreover, the level of specific investments can be used to measure the 

differences in the relationship between buyers and suppliers. Specific investment refers to 

assets that can be transferred to other supply chain members and this kind of investment once 

happened, is difficult or with high cost to transfer to third members (Bensaou, 1999). The 4 

types of relationship could be illustrated below: 

 

Figure 5, Source: 4 types of relationship, (Bensaou, 1999) 

 

Buyer’s specific investments includes both tangible and intangible investments. The tangibly 

buyer’s investments could be the investment on the supplier’s plant and machinery. 

Intangible investment could be the training of personnel or information and knowledge 

shared by both parties of relationship. Supplier’s specific investment also includes factory or 

warehouse buildings as the tangible investment; and intangible investment on personnel and 

information systems to march the buyer’s demand (Bensaou, 1999).  

 

Depending on the level of specific investment by the supplier or buyer, the relationship 

between two parties can be divided into four categories; when both buyers and suppliers have 

high specific investment, the relationship presented as strategic partnership, indicating that 

the relationship between the two parties is very close. And when neither side has a high 

specific investment, it presents as a market exchange relationship, indicating that the 
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relationship is weak, and the transaction cost is very low, so it is easy to find other partners in 

the market. 

 

 In the case that the buyer has a high-specific investment, and supplier is low, this type of 

relationship is called captive buyer, indicating that buyer is subject to the supplier due to high 

investment on things such as equipment that is difficult to transfer. In contrast, when a 

supplier has a high-specific investment and the buyer is low, the relationship is called as 

captive supplier. 

 

When the relationship and interdependent level between the enterprises is not high, or if this 

is only for the short-term benefit, the duration of relationship may be maintained only for a 

short period, it called as arm’s-length relationship. In the case that the companies in the 

supply chain have a high level of interaction have common goals, supporting and learning 

each other, a close relationship will be formed, so there is a clear distinction between the 

long-term cooperation relationship and arm’s length relationship (Maloni & Benton, 1997). 

For companies, a short-term cooperation is to gain profit through the efficiency market 

transactions; a long-term cooperation focus on maximizing profit in a series of transactions 

through good relationship with members of supply chain. Thus Gardner point out that from 

five organizational point of view to distinguish the long-term and short-term relationship 

(Gardner, Noordewier, & Cooper, 1994): 

 

- Planning means integrate the activities of both parties, and smooth control the unexpected 

impacts from environment. The short-term relationship planning is follow by the contract and 

plan separately. The long-term relationship planning considers the overall procedures of both 

parties, in order to be able to maintain a continuous relationship.   

 

- Extendedness means the loyalty to the relationship and long-term expectations. Having a 

clear start, but only maintain a short connection is the short-term relationship. In contrast, a 

long-term relationship has no clear cooperation between the beginning and the end, as well as 

a long-term willingness to cooperate. 
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- Sharing the benefits and responsibilities means that the willingness of both parties to 

sacrifice short-term for the long-term interest. A short-term relationship has a clear 

description of responsibility at the beginning or the cooperation and it may be self-interested. 

However, a long-term relationship accept a short-term hardship but expect to benefit in the 

long-term. 

 

- Systematic operational information exchange means that both parties provide a timely, 

accurate and useful data exchange from operating systems. A short-term relationship define 

clear and measurable performance indicator in advance; a long-term relationship argues that 

it is impossible to define the relationship requirements in advance, thus it is based on trust 

and expectations. 

 

- Mutual operating controls means the willingness to offer the influence power to other 

parties managers on its own organization, in order to establish integrated and effective 

system. Based on this definition, a short-term relationship focus on the final output, and 

ignore the entire process. In contrast, a long-term relationship focus on the integration of 

related procedures such as operating, inspection, and raw material purchasing procedures.   

 

Lenderos and Monczka (1989) looks at the characteristics of partnership from the perspective 

of organization strategy. When an enterprise’s competing strategy is the cost leading strategy, 

then the supply chain that required by the firm must be able to provide: continuous capital 

investment; skills for the improvement, management of human resources, convenient product 

design, and a low cost distribution system, these are mainly for the control of system cost 

structure. When the competition strategy is product differentiation, the supply chain member 

must be able to have strong marketing, special product features, enhance competitiveness and 

excellent coordination ability. 

 

Thus, the companies that follow the product differentiation strategy continues looking for 

highly skilled suppliers to increase their own special competitive advantages through the 

process of cooperation. This is something that traditional supplier that follow the cost leading 

strategy would not be able to provide.  When companies pursue the market segmentation 

strategy, it requires the supply chain member to be able to produce the technology and the 

resources that is the ability to combine the both cost leading and produce differentiation 

strategies in order to profit from the niche market. 
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The advantage of buyer-supplier relationship is that it provides a stable partnership and better 

collaborative performance, and provide back to customers with a products that reduced costs 

and increased values (Sethuraman, Anderson, & Narus, 1988). Thus, it has a positive effect 

for the companies to face the challenges from both stable and dynamic environment. From 

the buyer’s perspective, a positive relationship with other supply chain members are designed 

to archive lower purchase price or cost advantages, and to ensure that a firm has a reliable 

source of supply; and from supplier’s perspective, it is a reliable supply market (Ellram L. 

M., 1995).  

 

As the result, relationship give companies the opportunity to improve internal operations in 

the process of collaboration, as it allows companies to focus on their core competencies, and 

outsource the other functions to the member of supply chain (Ziggers & Trienekens, 1999). In 

a report that analysis the determinants of partner’s strengths, it points out that the factors 

influences the advantage of relationship from the perspective of manufacturers and 

distributors are different.  

 

From a manufacturer's perspective, it is believed that the three main factors effecting partner 

strengths are reputation, financial ability and market penetration. Which include the 

technology capability, professional knowledge on the market, inventory management and 

control capability. Distribution of product turnover rate and product supply capabilities 

includes the product quality, new product development, and complete product line are the 

factors that influence the strength of a relationship (Sethuraman, Anderson, & Narus, 1988). 

 

Buyer and supplier relationship is necessary and beneficial, however it also has the down 

side, because it is costly in terms of the time and effort required, thus a company cannot, and 

should not invest in the relationship with all the suppliers (Lambert & Cooper , Developing 

and Implementing Supply Chain Partnerships, 1996). Because of the resources that a 

company preserve is limited, it is important to ensure the resource are invested into the right 

member of the supply chain. Thus, this paper will use the Lambert model to determine that 

the type of the relationship to determine which one is the most suitable and result in the 

competitive advantage. 
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Figure 6, Source: Lambert type of relationships, (Lambert & Cooper , Developing and Implementing Supply 

Chain Partnerships, 1996) 

 

As demonstrated on the figure above, from Lambert’s point of view the buyer and supplier 

relationship could range from Arm’s length to the vertical integration. The arm’s length buyer 

and supplier relationship could be regards as the two parties have conducted business many 

times over a certain period, with no joint commitment or joint operations. While the arm’s 

length relationship is suitable for many situation, there are also many cases that a closer and 

more integrated relationship could provide benefits to both parties (Lambert & Cooper , 

Developing and Implementing Supply Chain Partnerships, 1996).  

 

Since the joint ventures and vertical integration means certain degree of the ownership across 

two parties, this paper will not focus on these two relationship. Nevertheless, one might argue 

that a very well maintained relationship could have the same advantages of the joint ventures 

and vertical integrations. Thus, the relationship defined by Lambert as a partnership 

(relationship) is a tailored business relationship based on mutual trust, openness, shared risk 

and shared rewards that yields a competitive advantage, resulting in business performance 

greater than would be achieved by the firm individually (Lambert & Cooper , Developing and 

Implementing Supply Chain Partnerships, 1996). 

 

Most of the partnerships that have the common grand and share the same elements, there are 

three types of the partnership that Lambert argues exist: 

 

-           Type I, the members of supply chain consider each other as the partners, where they 

coordinate business activities and planning with limited basis. This type of relationship has a 

short-term cooperation. 
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-          Type II, the members of supply chain not only coordinate the business activities, but also 

start the integration of these activities with a long-term term timeframe.  

 

-          Type III, the members of supply chain fully integrated their activities that consider each 

other as the internal divisions. 

 

3.2.2 Development and Implementation (Driver-Faciltor-Components) 

 

The development of supply chain relationship between buyer and supplier could reduce costs, 

offer better service and enhance the competitive advantage. While the relationship can be 

beneficial, they are not appropriate in all situations. In this section, the determination of the 

type of partnership is appropriate shall be introduced as well as how to develop and impended 

this type of relationship. Thus in this section, the paper will focus on introduce the 

partnership models for developing and implementing the supplier-buyer relationship. 

 

 

Figure 7, Source: The development and implementation of relationship model (Lambert 1996) 
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As demonstrated above, there three main elements of relationship model, components, 

facilitators and derivers. Drivers could be understand as the internal motivation factors that 

exist within both parties. As the facilitators means the surrounding factors that could facilitate 

the relationship to grow and develop the components are an integrated business activities 

from the members of the supply chain (Lambert & Cooper , Developing and Implementing 

Supply Chain Partnerships, 1996). 

 

Driver is derived from inside of parties that believe a significant benefits for one or more 

divisions of organization will received by both parties, and believes it is not possible with a 

good buyer-supplier relationship, the possible advantages as the driver could be understand 

below (Lambert & Cooper , Developing and Implementing Supply Chain Partnerships, 

1996): 

 

-          Assets/cost efficiencies could derived from the integration of the business activities such 

as the transportation, product handling, product packaging, and information sharing. The cost 

reduction could be a very strong motivation factor for the members of supply chain to 

develop the closer relationship. Moreover, a closer relationship could ensure that specialized 

equipment’s and processes will not transfer to a competitor. 

 

-          Customer service could be improved by the reduced inventory, shorter lead times, and 

more accurate and timely information thought the integrated business activities between the 

members of supply chain. 

 

-          Marketing Advantages could be understand as the third reasons for developing a closer 

relationship, because of a closer integration of business activities could enhance the 

marketing mix, lower the entries barriers of new market, as well as provide the accesses to 

new innovation and technology.  

 

-          Profit stability and growth is a strong motivation factors for members of supply chain to 

engage the developing relationship, because a long-term relationship normally means a long-

term volume commitment as well as the joint use of assets.  
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It is clear that the driver is the internal motivation factors for developing and implementing a 

buyer-supplier relationship. However, in the case that the motivation is strong enough, but the 

environment is not supportive, as the result it could be lead to the failure a relationship. On 

the other hand a supportive external environment could enhance possibility of succession of 

relationship by facilitate the integration of the business activities. The facilitator does not 

exist in the short-term relationship, and is the foundation of a long-term relationship. The 

facilitators could be understand from the below: 

 

-          Corporate compatibility means that parties vision, mission and business objectives, which 

is culture, that need to be compatible, there is no need to be identical between both parties, 

but it could not clash. 

 

-          Managerial philosophy and techniques refers to other aspects. Since the organizational 

culture and business objects changes very slowly, but in daily operational activates is carry 

out via the middle managers,  such as the organizational structure, the empowerments 

towards the employees, and the use to the TQM, JIT tools. 

 

-          Mutuality means the ability of both parties manager to think the two side when making 

the critical decisions, as well as the ability to express the willingness of share the sensitive 

information, or joint development a business objective.   

 

-          Symmetry could enhance the probability to success when two parties are demographically 

close. Moreover if the parties are symmetrical in terms of companies’ size, financial 

conditions, productivity, market shared, brand image and companies reputation, a closer 

relationship will be developed. The members will be not be insecure, fear, and defensiveness. 

 

-          Additional facilitators will increase the percentage of success. Unlike the previous 4-

facilitator factors, the absence of the additional factors does not mean that the relationship 

will result the failure. The additional facilitators are exclusivity; shared competitors, close 

proximity, prior history, shared end user.       
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3.2.3 Propensity to partner matrix (Appropriate relationship) 

 

Lambert (1996) introduced the tool that could assess both driver and facilitator, first of all, 

the assessment of driver will help to determine if there are enough force to purse the 

relationship within both parties, and these force might not be all the same with within both 

parties, but the it should be exist in the long-run.  

 

Furthermore, the driver’s assessment will be able to set the expectations for both parties when 

they purse a closer relationship (Lambert & Cooper , Developing and Implementing Supply 

Chain Partnerships, 1996). Facilitator is the assessment of external environments. The 

assessment for both drivers and facilitators attached on the figure the assessment of the 

drivers and facilitators will be able to form the propensity to determine the type of the 

relationships as showed below: 

 

 

Figure 8, Source: Propensity to Partner Matrix (Lambert 1996) 

 

As demonstrated above, the rating system start with 8 pints. The indication from 8-11points 

means that parties should not developing from the closer relationship, they should stay as the 

arm’s length relationship. A high score from 16 points indicating that there is a significant 

benefit for developing a closer relationship, Type III. 

 

Components could be understood as the business activities and process that the develop and 

controlled by the manager of members of supply chain. These activities and processes will 
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significant benefit the supply chain if a closer relationship between the buyer and supplier are 

established and the activities are the same for all types of relationship, but the way these 

activities implementing and controls varies (Lambert & Cooper , Developing and 

Implementing Supply Chain Partnerships, 1996). The components explained below:   

 

-          Planning is the critical components for the success of a relationship. The joint planning 

give a great flexibility and strength to the supply chain, it ranges from the daily production 

plan, to the strategic objective development. 

 

-          Joint operation control means that the mangers from both parties could change the 

operation of supply chain for the purpose of good partnership. 

 

-          Effective communications should be happen on both day to day, and non-routines basis. 

This paper will discuss more about the communication during the next sections. 

 

-          Risk / rewards sharing is the core components for the development of the buyer and 

supplier relationship, which means that not only the profit shared by the parties, but also the 

risks included within the commitment. In other word,  

 

-          A partnership will not exist without the trust and commitment. It is a long-term focus on 

the all elements of relationship, true partner will not fear of been replaced. This paper will 

discussed more about the trust and commitment in the following sections. 

 

-          Contract style means how the volume is governed by the members of supply chain. 

Normally, a closer relationship that will have a very short and very un-specific agreement. 

-          Scope argues that a closer relationship should include more business activities and process 

will make the relationship stronger. The number of key elements such as the value-add 

operation that are covered, the stronger relationship will be. 

 

-          Finical Investment means that the parties will have the activities such as the shared 

asserts, jointly invest on the new technology, exchange of key employees as well as the 

research and development.  
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After the appreciate type of the relationship, and the related components implementation are 

determined, both parties need to have the common agreement on how each components need 

to be placed and managed (Lambert & Cooper , Developing and Implementing Supply Chain 

Partnerships, 1996).   

Moreover, an appropriate buyer-supplier relationship will result an improvement for the 

entire supply chain outcomes such as the higher profit generation, process improvements. The 

outcomes should be within the expectations that set by the driving factors when doing the 

assessment for both parties (Lambert & Cooper , Developing and Implementing Supply 

Chain Partnerships, 1996).  

3.2.4 Potential advantages and disadvantages 

 

Based upon the review above, the distinction of the relationship is cleared. In this section, this 

paper will introduce the advantages and disadvantages for each type of the relationship. Kim 

argues that there are two orthogonal aspects: the relational posture determines the attitude of 

each companies towards the members of supply chain that are cooperative or adversaries; 

furthermore the relational intensity determines how does two firms operating are interlinked 

which are closely tied or in arm’s length situation (Kim & Choi, 2015). 

 

Kim argues that there two type of relationship, which are deep relationships (closely tied, 

cooperative), sticky relationship (closely tied, adversarial), transient relationship (arms-

length, adversaries), gracious relationship (arm’s length, cooperative) (Kim & Choi, 2015). 

Based on Lambert work, this paper argues that it is the same idea behind the different 

terminology, where the transient relationship is the same as arm’s length relationship, the 

type I, type II, and type III share the same idea as the sticky relationship, gracious 

relationship, and deep relationship. 

 

According to sticky relationship the closely tied, but adversarial, the advantages of this type 

of relationship are that the parties consider each other as necessary, so their exchange tie 

persists in the long term, so there are certain level of integration, but the attitude towards each 

other are negative, as it is the necessary evil. In this relationship, the weaker party might need 

forced to have a high level of the asset specific investment, thus in the hostage position (Kim 

2015). We consider this sticky relationship as the type I. 
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The advantages and disadvantages of a deep relationship could be understood as relational 

stability and supplier rigidity. The advantages of this relationship is through highly integrated 

business activities to facilitate the information and material flow. Thus, it could achieve a 

highly efficient operation outcome. Furthermore, it could also mean a stable high volume 

order from buyer to the supplier.  

This type of relationship will requires a huge amount of buyer resources and investment that 

dedicated towards the supplier, which means that supplier is normally unwilling to make 

changes, and after ware of that, the transaction cost will be too high to switch to other 

supplier, the relationship will be taken as granted by the supplier (Kim & Choi, 2015). We 

consider deep relationship as type II. 

 

The gracious relationship have the advantages of supplier innovation, but it has the 

disadvantages as lack of control; in this type of the relationship, the buyer consider the 

supplier as the resourceful, but the leverage buyer has on the supplier is limited, and the 

supplier under the gracious relationship could be the great resource for the innovation (Kim 

2015). We consider gracious relationship as type III.  

 

3.3 Social Relations (culture, communication, trust, commitment) 

 

Toomey (1998) argues that culture is an enigma, meaning that it contains the concrete and the 

abstract components, however also containing a multifaceted phenomenon, pointing out three 

important points.  

 

a) About how the expression culture refers a diverse pool of knowledge, shared realities, 

norms that make up the learning system and meanings in a particular society  

 

b) The shared norms that has been taught through the learning system passes on from 

generation to the next and is transmitted through everyday interactions among the 

people of the cultural group  

 

c) Culture facilitates how the capacity of the group survives and adapts to their external 

environment.  
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Others mention culture is complex. It includes knowledge, beliefs, rules, laws and capabilities 

with a lifestyle that has been acquired by an individual as a member of the society. Culture is 

consisted of experience of organized, created or inherited by individuals of a group, which 

includes the encodements the interpretations conveyed from past generations and formed, by 

the current individuals themselves (Avruch, 1998).  

 

Edgar Schein (1992) and MIT's Sloan School of Management: "A pattern of shared basic 

assumptions that the group learned as it solved its problems of external adaptation and 

internal integration that has worked well enough to be considered valid and, therefore, to be 

taught to new members as the correct way to perceive, think, and feel in relation to those 

problems". (Schein, 1992, s. 12) 

 

Working on a global scale demands more professional expertise and the perception of diverse 

culture know-how, ever since the 1980s 'culture' has become a main concern for management 

where it all started when Japanese companies outperformed Americans, highlighting the 

'Japanese culture' and the Japanese way of management invoked many unexplained formulas 

for their success (Hofstede, 2011). According to Matveev & Nelson (2004) researchers 

explains that workforce increasingly focuses on executing work teams of multicultural 

members arguing that the diversity can improve team performance and hence advancing 

organizational efficiency and effectiveness. With the increasing growing emphasis on how 

the modern workplace of multicultural teams and diverse growth in companies, the 

intercultural communication comes into place, and makes it essential to understand the 

communication process that can develop high performance. (Hofstede, 1980) treats culture as 

'the collective programming of the mind which distinguishes the members of one human 

group from another', systems of values, that are the building blocks of culture. Expressing 

that the culture is equal to what personality is to an individual. 

 

3.3.1 Cultural challenges 

 

Typical challenges for cultural differences among teams (Mavteev and Nelson 2004) would 

cause poor performance as a linear effect. 1) Managing cultural diversity differences along 

with conflicts, 2) the physical distances geographically between members, 3) coordinating 

and control issues, 4) maintaining a stable and consistent communication flow, 5) develop 
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along with maintaining the cohesiveness in the team. Due to managers from different 

cultures’ likely act and responds differently to how they perceive the environmental elements 

differently. Arguing that cross cultural communication competences is a vital component of a 

managers' ability to face common challenges by multicultural teams. 

 

Toomey (1998) shades light upon how the intercultural contact can identify dissonance or 

stress due to the way of doing things and the way of behavior set's the attributes for 

something unfamiliar. Stating examples with how global work places have different way of 

working and approaches towards teamwork, problem solving tasks, different sense of time, 

and different needs. Learning to embrace uncertainty and face vulnerability, which is part of 

intercultural learning process, emphasizing that uncovering diversity and mindful 

intercultural communication enriches the understanding of diverse range of meanings. 

 

Expressing that 'culture' is such a dynamic concept with several different shades of meaning, 

along with 'communication' and subject to different points of view. Though the two 

reciprocally influences each other, the importance of distinguishing between the two concepts 

to understand the relationship between them, that contributes to how intercultural 

communication dynamics. Awareness of one of the principles set the foundation for a good 

supplier relationship, if the synergy that comes from the two parties working together and 

resolving common problems, in the hope of achieving a common goal (Wagner & et, 2002) 

 

3.3.2 Intercultural communication 

 

The complexity of intercultural communication has attracted attention in the international 

environment, the international business culture has become more complex and the function of 

this new world refers to intercultural communication. Authors (Chaney & Martin, 2007; 

Bovee & Thill, 2010; O'Rourke, 2010; Beckers & Bsat, 2014) argue that with the growing 

international business the need for learning 'proper behavior' on an international level arguing 

that as the business starts to realize the culture differences a developed and better 

understanding of why people act in a certain ways. 

 

However, culture differences can make the intercultural communication very difficult due to 

how strong culture strongly affects values, beliefs, norms, nonverbal behavior, way of 
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speaking and how they form relationships to others (Chitakornkijsil, 2010). In social settings, 

behavior that includes the cultural differences such as introductions, exchanging business 

cards, position acknowledgment, status, communication between cultures, dining etiquette 

and receiving or giving gifts. 

 

Common factors that contribute to failure in the international business environment are the 

lack of ability sympathetic skills and adaption to foreign ways of thinking and behavior as 

opposed to technical or professional incompetence. "Cultural communications is deeper and 

more complex than spoken or written messages. The essence of cross-cultural communication 

has more to do with releasing responses than with sending messages. And it is more 

important to release the right response than to send the "right message"” (Hall E. , 1998, s. 

54). 

 

Intercultural communication is a scientific field, with interest in interaction between 

individuals and groups from different cultures and examines the influence of culture on 

people, how they behave, think and act on (Dodd, 1991). Intercultural communication is the 

culture that determines how the individuals encode messages, how they transmit and the way 

it the messages are interpreted. While breaking down the elements of the world of 

communication into three parts: words, material things and behavior. Whereas words 

functions as the medium, material things as indicators of status and power last behavior 

functions as the feedback on how other people feel and includes the techniques for avoiding 

confrontation (Hall & Hall, 1990). 

 

3.3.3 Commitment 

The commitment could be understand as the practice to maintain a relationship (Lin Y. , 

2014). Morgan and Shelby (1994) argue that a successful relationship is based on trust and 

commitment between members of supply chain, and defining relationship commitments as 

partners believe that their relationship is worth, thus to ensure that relationship exist. 

In additional, they also point out that the trust and commitment are important for the 

relationship’s sustainability and satisfaction, shared commitment among the parties is critical 

to achieving value outcomes. Therefore, the companies will continuously maintain and strive 

to develop this important characteristic. Hasuman and Johnston (2010) confirm that the 
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buyer’s commitment towards supplier will enhance the cooperation, as well as a significant 

positive impact on the supplier’s trust. 

 

The nature of commitment is multifaceted, and the existing literature has different 

perspectives and classifications for the idea of commitment. Geyskens and Ganesan argues 

that the commitment could be divided into affective and calculative (Geyskens, Steenkamp, 

Scheer, & Kumar, 1996; Ganesan, Brown, Mariadoss, & Ho, 2010). Further Bansal argues 

there is an additional aspect apart from affective and calculative, and it is called normative 

commitment (Bansal, Irving, & Taylor, 2004) 

 

The most commonly used classification of commitments applied to the buyer-supplier 

relationship research is the separation of affective and calculative commitment (Ganesan, 

Brown, Mariadoss, & Ho, 2010). These two different classification means two different 

attitudes towards the commitment. The affective commitments means the companies 

maintain the relationship because of the positive feedback, and the calculative commitments 

means that the firms maintain the relationship based on the realistic calculation (Jain, Khalil, 

Johnston, & Cheng, 2014) The different orientation of commitment may have different 

effects on behavior (Bansal, Irving, & Taylor, 2004).  

 

An effective commitment is when a buyer enjoys a relationship with the supplier and would 

like to maintain it in the long-run (Gounaris, 2005), where the commitment to the supplier 

has a sense of belonging, and keeps an intimate feeling. Buyer’s effective commitment 

regards supplier as a member of the group, and the emotional and personal attachment is 

developed (Jain, Khalil, Johnston, & Cheng, 2014). 

 

A calculative commitment means that buyer are constrained by the suppliers because of the 

high cost of transfer to new supplier, thus buyer’s prefer with current supplier (Gilliland & 

Bello, 2002). A buyer with calculative commitment replies on supplier for expected high 

conversion costs, loss of benefits, and lack of alternatives, thus buyer reluctant to invest in the 

relationship (Lin Y. , 2014). Jain argue that buyer with highly calculative commitments will 

recognize that the low level of control in the buyer-supplier relationship, and result a 

pessimistic view of relationships (Jain, Khalil, Johnston, & Cheng, 2014). 
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Under effective commitments view, the buyer shares the corporate philosophy with the 

supplier, and enjoys working together. These buyers are good for suppliers, because the 

negative behavior will tend to be ignored by the buyer, which they try to maintain a positive 

working environment. On the other hand, the buyer with calculative commitment due to the 

computational loss or profit, or lack of the alternatives to sustain the relationship, will have a 

serious impact on the development of a closer relationship, and because of this type of 

motivation, there is no space to develop a long-term relationship structure (Lin Y. , 2014).  

 

3.3.4 Trust 

 

Trust is the key driving factors for the developing and implementing of a buyer-supplier 

relationship (Sezen & Yilmaz, 2007). Trust can be defined as an organization within a 

relationship that does not hold any doubts when there is no detailed information on the other 

business activities and process of the other arty, and believe that parties will not act contrary 

to the interests of entire supply chain (Laaksonen & al., 2008). Doney and Cannon pointed 

out that trust is also an important management mechanism because it enables supply partners 

to focus on long-term interests in relationships, and ultimately reduce transaction costs as 

well as enhance competitive advantage (Doney & Cannon, 1997).  Moreover, with the 

development of trust, the possibility of supplier opportunism behavior and target conflict 

between parties is usually reduced, thus lead to lower transaction costs (Lin Y. , 2014). 

 

The complex relationship between trust and commitment poses a major challenge to the 

successes of buyer- supplier relationship coordination, and ultimately affects company 

performance (Laaksonen & al., 2008). In a highly commitment relationship regardless the 

affective or calculative, the speculative risk, insufficient coordination and untrustworthiness 

are highly possible, move rover, it is difficult to monitor each other’s behavior, trust could 

reduce speculation, so companies should match the right level of trust and commitment. 

Based on the different level of trust and dependence, Laakosonen introduced a model to 

understand the connection between supplier and buyers, the model demonstrated below: 
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Figure 9, Source: Matching the deferent level of trust and commitment (Laaksonen & al., 2008) 

 

-          Market based have both low level of trust and dependence, because of the large number of 

market alternatives available, both supplier and buyer pursue a short-term interest, and lack 

of specific investment. 

 

-          Opportunistic means that there is a high possibility of opportunistic behavior, due to the 

high interdependence and commitment as well as the lack of trust could result a great risk for 

the relationship. 

 

-          Recurrent contracting means that under a high level of struts from both parties, the 

specific investment level is low and available of market substitute makes it a low-level risk of 

relationship. 

 

-          Relational contracting is characterized by high asset specific investment, low bargaining 

conditions, and high level of trust; high levels of shared trust are indispensable due to the 

contractual risks in the relationship and uncertainty caused by the high level of 

interdependence. 
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3.3.5 Competitive advantage through value creation 

 

Value is the “cornerstone of business market management because of the predominant role 

that functionality or performance plays in business markets.” (Flint & et, 1997, s. 7). Buyers 

and suppliers that retain partners are essential for a successful future. Long time development 

of relationship possess unique competitive advantage, they are positioned better to take 

advantage of shared resources and avoid high shifting cost. Communication is a key 

component for a successful relationship, trust and commitment is required in the long-term 

focus (Lambert & Cooper , Developing and Implementing Supply Chain Partnerships, 1996) 

Often when examining value creation, it spun from looking at the operational and relational 

benefits along with innovation with the focus on collaboration and integration as the primary 

resource of value (Tescari & Brito, 2016). A better SBR allows for lowered inventory risks 

and cost, reduction in warehousing and transportation costs. There will be a sustainable cost 

saving experience through increased productivity and efficient business processes, faster 

delivery time, improved or more efficient product development and lower manufacturing 

costs. Improved supply chain responsiveness, flexibility for changing demands. (Horvath, 

2001). 

Kasim & et. al. (2012) draws on a framework for value creation in the SCM with different 

common practice for value creations. Value added benefits are a natural progression in 

expanding in the supply chain. An important component for value creation is the networking 

and relationship management between supplier and buyer, these practices would involve 

long-term orientated relationship goals, supplier development activities and a philosophy of 

continuous improvement in the supplier (Krause & al., 1998) that can be lead to efficiency 

and cost savings across a wide range of business processes. Other authors argue the strong 

connection between a positive relationship between the level of SBR and the performance, 

because of benefits of a collaborative communication it results in mutual respect, 

understanding, support and trading agreements (Li & al., 2012).  
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4.  Theoretical Framework 

 

Research question: 

The Impacts of intercultural supplier-buyer relationship on supply chain performance, a case 

study of Lumigon A/S. 

The theories in our paper have chosen based on the emphasis and understanding of what the 

effects of intercultural supplier-buyer relationships has on Lumigon’s supply chain 

performance. In general, this paper argues that there are two directions for the evaluation of 

the supplier and buyer relationship, the first one is the integration of supplier chain members 

and the second direction is the construction of the entire supply chain relationship, which this 

paper argues that there are three aspects that is interdependent.  

 

Therefore, to answer our research question we will be looking into the theories that covers the 

cultural aspect of the supplier and buyer background and their intercultural communication, 

to emphasis their relationship across the supply chain and the strategies that were made from 

the company to achieve their status. 

 

We choose to build our own framework for how we wanted to illustrate and making up the 

supply chain integration and SBR framework, we examine the social relations as we define as 

what the ideal relationship is viewed as or desired for. Construction of relationship we define 

as what is the actual relationship that the company has in reality.  

 

Supply chain performance we have choose to define as the outcome and the gap that's 

between the ideal and actual relationship that is in the company relationship with its suppliers 

that results in a satisfied supply chain. 
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Figure 10, Source: Own Creation, Theoretical framework for the supplier and buyer relationship construction 

 

First, the social relation that lays the foundation of the supply chain relationship, and as the 

result, it will shape the structure of the supplier and buyer relationship, and finally influence 

the performance of the entire supply chain. Including the culture and the intercultural aspect, 

by defining what culture means. Further we examine supplier-buyer relationship with 

Lambert et al. (1996)  relationship model, categorizing relationships into three different parts 

of partnership, and three other modes of collaborations. Furthermore, the supply chain 

integration from individual to supply chain introduce the development and implementation of 

supply chain, and analysis and discuss the connection between commitment and trust, as well 

as importance of communication to understand the culture.  

In extension to Lambert's model we would like to use Choi and Kim (2015) to show how 

relational posture is between two firms when they regard each other (if the partners are 

cooperative or adversaries) and to show the relational intensity which is how much the two 

firms operations are interlinked (weather they are closely tied or arms-length). In addition, to 

Cox’s model of the power matrix between the supplier and buyer and the relationship 

portfolio analysis where Cox puts up the share value of appropriation up against the way of 

working in a matrix. 
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Yilmaz argues that the development of buyer-supplier relationship, the trust and commitment 

play an important role in the long-term relationship. The company need to develop policies 

and plans to induce or maintain specific business activates within the supply chain (Sezen & 

Yilmaz, 2007).    

Buyer’s commitment and trust on the supplier will affect the degree of integration joint 

activities’ and relationship quality, the increase of trust will increase the willingness for both 

parties to integrate (Yeung, Selen, Zhang, & Huo, 2009). Jiang further argues that from the 

relationship quality perspective, the buyer’s trust towards supplier will increase the 

commitment and long-term communication. Thus, the commitment and trust will affect the 

buyer’s decision-making (Jiang, Henneberg, & Naudé, 2011).  

The establishment of buyer-supplier relationship can indeed bring productivity improvements 

and competitive advantages to the entire supply chain; the productivity improvement regress 

to the reduction of inventory and reduction of costs, whiles the enhance competitiveness is 

linked to the increase of market share by accelerate the development of new products as well 

as improve of quality (Lin Y. , 2014). A good partnership will emphasize a direct, long-term 

alliance and promotes mutual decision-making and problem solving. As the result, they 

supply chain will bring positive benefits such as the impacts of the financial performance 

(Ziggers & Trienekens, 1999; Maloni & Benton, 1997; Lin D. , 2000). 

Secondly, we want to examine the way of communication between the two firms and the trust 

that lies within the “partnership”. With including factors of communication, culture, trust and 

commitment. Creating holistic view of how the communication web is spread out, using 

Mintzberg and Heyden (1999) organigraphs to illustrate and analysis how the flow of 

communication is between Lumigon DK, Lumigon CN, Janus and James. Laying the 

foundation on how the day-to-day communication is drawn out, we see how the information 

and interaction is being passed from the sender to receiver.  

 

In addition, examine and using the process of communication by Berlo and Jandt (1960) to 

examine if there is a two-way communication between the partners and to identify how the 

communication is perceived through cultural filters and willingness to collaborate to a certain 

point. Combining the relationship analysis with Ireland & Webb (2007) communication 

model of trust maturity framework.  
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As for the social aspect, the cross-cultural communication we use to analyze the two firm’s 

relationship. Since the two companies are working on a global level where partners are not 

within the same country, complexity arises with even more challenges. As we will present 

through the concept of high and low context cultures (Hall E. T., 1976) supporting element to 

emphasis the culture dimensions by (Hofstede, 2001) we want to look at when looking at the 

intercultural communication between the two firms.  Further analyzing how the interlink age 

between the Lumigon employees works among themselves and with the partner companies. 

The dynamics that are in the relationship between both companies, using the perception & 

communication model by (Varner & Beamer, 1995).  

 

Thirdly, examining the competitive advantage that comes from collaborations, in addition to 

choice of partnership and what partnerships might be the most appropriate for Lumigon’s 

supply chain. Using (Ireland & Webb, A multi-theoretic perspective on trust and power in 

strategic supply chains, 2007)to analyze what kind of advantages that close supplier buyer 

relationships brings in.  

5. Case Company 

5.1 Case study 

 

The case study we want to make, it is taking a deeper look into Lumigon’s supply chain, the 

key players such as the 1st tier supplier the assembly factory and the second tier supplier as 

for components. How the relationship with Lumigon has an impact on the performance. We 

have chosen not compare our case study with other companies.  

Lumigon company story:  

“The company's name, Lumigon, is a marriage between two words: 'lumiére' and 'polygon' - 

light and shape. The two words reflect the fundamental principles that the company was 

founded on.” 

Lumigon is the first Smart phone Company in Denmark to design, develop and produce their 

own smart phones along with accessories. Designing and manufacturing high-end consumer 

electronics. IT entrepreneur Lars Gravesen founded the Danish Smart phone company in 
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2009 with headquarters in Copenhagen where the designing of products and software took 

place, while the production and manufacturing is in China.  

Lumigon had two teams, one in Denmark and one team in China. In China, Po from Lumigon 

had three employees under her there, one that help with sourcing products; one software 

engineer and a mechanical engineer that worked with Mr. Ma as well. In Denmark, were Mr. 

Ma who is the mechanical engineer, electronic engineer, three sales people, two in finance 

and four designers and last sourcing and procurement manager Po (Appendix Interview 1. 

P1).  

The CEO saw the potential for smart phones on the market that combined the creativity and 

high functioning daily features. He felt that the market lacked smart phone players that could 

offer the latest and greatest technology to the consumers. Therefore, the thought of 

developing a premium smart phone with innovative features for those who wanted to be 

unique was his call. Lars had already had many experiences within successful software 

startups such as DanTeam, Zyb and Excitor. DanTeam along with Zyb was sold to Vodafone, 

while Excitor was sold to Solition in Japan.1 

Vision: “We design and produce high-end consumer electronics.”  

Mission: “We are dedicated to creating products that are unique in design, innovative and 

functional. When we develop new products and features, we have people’s everyday 

problems and challenges in mind.” 

Launching the T phone: 

The company launched their first phone announced in 2010 however, with continuous delay 

from the company’s side. The sale were expected to be in the first quarter of 2011 however it 

was announced that it would be the following year but no date specific, even though the 

anticipation was high. Jyske Banks equity analyst Robert Jakobsen explains the delay itself is 

not such a terrible thing, however the company has to be open about it. The more a company 

is open about such a thing, the better. It could give a better understanding if the company was 

improving certain things on the phone (Andersen, 2011). Later in the end of 2011 no 

announcement were made for the launch of the T1 phone that was anticipated. “The 

development of a new phone from scratch is a very complex process and under the way there 

                                                            
1 Lumigon.com/our-story.html  



Master Thesis Copenhagen Business School 15-01-19 

63 
 

have been a few technical difficulties that had to be resolved.” Says Pekka Kotiranta sales 

and marketing’s director from Lumigon (Jensen, 2011).  

With the start of the 2012 Lars the CEO for Lumigon made an announcement, promising that 

the phone would be on the ready in February. Due to difficulties says the CEO “Yes, it has 

been a tough battle. We have had to fight with the Chinese suppliers and patent cases and 

people stealing our ideas. However, especially we have had to change platform under the 

way, which we had not calculated” Lars Gravesen where the financial account was set to 17 

million Danish crowns in R&D cost (Nielsen, 2012). It shown that it was not even the T1 

phone however, the T2 instead that would be released.  

Fast forward toward 2017 after Lumigon had tried launched three phones, but only two made 

it to the market, the T2 and the T3 around April in 2017 however the result with a loss on 125 

million Danish kroner in five years span of time (Jensen, D.; Madsen, M., 2017). 

Unfortunately, on the 31st of August 2017 the company was announced bankruptcy 

(Simonsen, 2017). 

5.2 The process of making Lumigon smart phone 

 

In this section, the process of making a smart phone is presented, in which aims to provide an 

overall picture of Lumigon smart phone supply chain, furthermore to between understand the 
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case company. In general, the smart phone consist of the following components as showed 

below:  

Figures 11, Source: Components composition of smart phone 

The development of smart phone could be divided into 4 different phase, the design phase, 

prototyping phase, mass production phase and certification phase.  

First the design phase, it is initially developed within Lumigon Denmark and the Chinese 

independent design house HTT company was hired afterwards. 

1. Determination of the mainboard solution as the first step, that Lumigon need to decide. In 

this section, the process of how a smart phone should be introduced, thus to provide an 

overall picture of the Lumigon supply chain. For Lumigon T1, T2, and T3 were using the 

mainboard solution from Mediateck (MTK), and last developing model Lumigon T4 was 

using Qualcomm mainboard solution.  

2. Determination of Industrial design (ID) and Mechanical design (MD): from the 3D print of 

the mainboard, the MD need to convert into the six viewing angles, and decide the basic 

dimensions of smart phone. Furthermore, MD need to create the guideline for the ID.  

3. Structural modelling is the next step, Both Lumigon and HTT first need to collect the date, 

which allow the MD to start modelling the frame of smart phone. The conception of 

disassembly, which need to decide the material usage of the frame. The determination of 

appearance surface is the next, and followed by the first prototyping to confirm the looks of a 

smart phone.  

4. Reviewing and finalizing the modelling date, each visible component need to identify the 

materials.   

5. Refinement of structural design, at this stage the detailed arrangement of each component 

should be decided, such as the AMOLED screen from Samsung, and camera from Sony, and 

the loudspeaker from AAC, etc. 

6. The quotation drawing date compilation is the next step, where the potential supplier for 

manufacture and assembly will be selected, the potential supplier selection will occur. In this 

stage, the Qiao Xing and Janus will be joint to the project.   

7. After the suppliers are selected, the CMs will produce the prototypes for the verification. 

Then the process would be repeat several times before search an ideal result.   
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8. After the prototype approved, the trial production should be conducted to identify the 

potential problem before mass production. Normally, the verification of the trial production 

shall repeat several times.  

9. The mass production of smart phones and smart phone certification are the last two steps 

before it could lunch to the market.   

5.3 Lumigon Financial performance 

 

The main purpose of this section is to present the Lumigon financial performance.  

 

Figure 12, Source: Chart, Lumigon gross Profit, and profit before tax from 2009 to 2015.   

 

Up to the end of the 2016, the annual gross profit of Lumigon is minus 27.8 million Danish 

Crowns (kr.), which means that the total deficits of Lumigon, after seven consecutive years, 

the total deficit researched 140 million kr as the above chart showed. In which, that one might 

questioning the financial health of Lumigon.  
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As a smart phone company, Lumigon had invested heavily, which reflected on the fixed 

assets that Lumigon hold was increased from 9 million kr. to 13 million Danish Crowns. 

Moreover, the capital that invested into Lumigon was 30 million kr. and dropped to 4 million 

kr. alone (Appendix Financial statement). Thus, we concluded that Lumigon could not 

financially sustainable without the constant capital investment.  

7. Analysis 

7.1 Development and implementation of supply chain 

 

As introduced on the literature review part, that there are three main elements of the 

partnership model developed by the (Lambert, Cooper, & Pagh, 1998). Thus in this section, 

the paper will analysis and discuss the drivers, facilitator and the components of the model by 

the assessment of Lumigon, and its suppliers, which will mainly be the Qiao Xing and Janus. 

The drivers considered as compelling reasons to pursue a relationship, and the facilitators are 

the supportive environmental motivation factors that enhance the relationship to grow and 

develop (Lambert, Cooper, & Pagh, 1998). The components are the joint business activities 

that the manager controls to build and sustain the relationship, and the outcome is the 

reflection of the performance of the relationship.  

As the Lumigon’s purchaser manager stated that since Lumigon could not have a long-term 

cooperation relationship with all the suppliers, thus Lumigon should only focus on putting the 

critical resources into few suppliers (Appendix interview1.P1). As discussed and introduced 

on the previous section, this paper will focus on a one first tire supplier, the assembly factory 

Qiao Xing, and a second tire supplier, Janus the structural supplier. Thus in this section, this 

paper start will exam the relationships of between Lumigon and Qiao Xing, as well as 

Lumigon and Janus. Afterwards the drivers of relationship will be assessed as well as the 

facilitators. Finally, this paper will analyze the components that formed the relationships.  
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7.1.1Development of the Lumigon supply chain relationship 

 

Based on the (Appendix Questionnaire Qiao Xing), and (Appendix Questionnaire Janus), the 

relationship type of the Lumigon supply chain could be concluded below:  

 

Figure 13, Source: Relationship matrix based on both buyer and supplier assessment (Lambert, 1998)  

The first element of the Lambert’s relationship model is the drivers, which is strategic factors 

that result in a competitive advantage, and set the expectations of the supplier and buyer 

relationship (Lambert 1998).  

- Drivers assessment from supplier aspect  

Based on the assessment, the result is 19 points for Qiao Xing, which shows a strong 

motivation for developing the type II relationship with Lumigon II. As well as Janus, the 

assessment for driver showed the score pint is 15 points; both suppliers believed that there are 

benefits that will exist with developing a long-term relationship with Lumigon. Therefore, the 

detailed analyzing of the drivers is important.   

 Suppliers see the relationship as a strong factor that improve the asset and cost 

efficiency. Where both Qiao Xing and Janus see that the 70% probability that a strong 

relationship substantially improve utilization of asset as well as the cost reductions of 

the entire supply chain. For Janus and Qiao Xing perspective, that the costs saving 

could be a motivation factor for the Lumigon to have a long-term relationship. Qiao 

Xing is the hub and the platform company for the entire supply chain.  
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Thus, Qiao Xing is ensured a reliable supply of the smart phone product. Previously 

the process of raw material handling is that the raw material and semi-finished 

components need export to Hong Kong, and then import to mainland China again in 

order to get the tax incentive. Naturally, it is a great waste for the Lumigon in terms of 

money as well as the time. As the manager of Qiao Xing express that:”so if Lumigon 

want to purchase raw material in China from Denmark, all material must be shipped 

to HK and then return to china mainland again. That is a huge waste both for the 

effectiveness and for costs. Especially for mobile phone industry, it has high demand 

in efficiency and timeliness. “(Appendix Interview 3. P1).   

 

After a certain period, the trust was build, Lumigon decide to have Qiao Xing as the 

platform company to handle the purchasing, because Qiao Xing has the companies 

present in both Hong Kong and mainland China. The process is that Lumigon 

negotiate with the price, delivery time, and quality requirements. Qiao Xing handle 

the order process and the financial payment. Thus, a cost reduction for the Lumigon in 

terms of the saving of handling of the order, the cost of warehouse facility and staffs. 

From the Janus perspective, they also believe that a closer relationship could help 

with the reduction of the production costs, as stated that:”it is when after our 

evaluation that it is not possible, or with great risk the manufacture the components, 

we made the suggestion on the design change, and then ask their approval.” 

(Appendix Interview3. P2). 

 

 The customer services such as reduction of the inventory level, better tracking of the 

production process, and accurate product delivery time could be consider as the 

second driving factor (Lambert D. M., 2006). On this area, Qiao Xing suggest that a 

long-term relationship have a 100% positive impact on the services, and further urges 

that there service level is above the industrial level as the supplier of Lumigon. Qiao 

Xing has done excellently with better trace of delivery, order delivery accuracy, and 

the improvement on the process, this because that Lumigon product is highly 

customized, thus unlike the standard product and process, supplier needs to adopt 

special requested from Lumigon (Appendix Interview 3. P2). However, Janus only 

stated that contribution to improve of service level only have done half way, 50% 
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only, and level is below industrial average, as they experiences a lot of challenges due 

to the design problems (Appendix Interview 2. P10). 

 

 Market advantage is other important drivers for the supply chain member as both 

investigated supplier agree that building a suitable supply chain relationship could 

have probability of 75% gaining the competitive advantage. In addition, as far as Qiao 

Xing consider that it is above the average industrial level. However, it is not the case 

for Janus, since they feel 75% is below average. The strong relationship could not 

only increasing the marketing portfolio, but also help to lower the barriers of new 

market entry (Lambert D. M., 2006). Ideally, Janus build the product based on the 

Lumigon’s drawing which should be a good completed and matured design solution 

(Appendix Interview 3. P1), and moreover Janus expected to be grow from 

cooperation with Lumigon by having the access to technology, as well as the new 

innovation, as the automotive industry example stated by Janus (Appendix Interview 

3. P10).  

 

 The positive impact of buyer-supplier relationship on the profit improvement is 

probably strongest drivers for Janus and Qiao Xing. As the Janus’s Xiao stated that: 

“.we will be not be able to move into the mass production stage, there will be no big 

quantity order come from the customer. Therefore, for a project with no big quantity 

order, which means that the project could not bring a high profit to the company, no 

big sales revenue. Therefore, we will lose the motivation for this project. Thus, for us 

we will do lot of things just to increase the possibility for customer to increase the 

sale numbers” (Appendix Interview 3. P4). .However, since both supplier believed 

that on 50% probability that relationship impact on the profit and it is below industry 

level.  

 

- Drivers assessment from buyer aspect  

As showed on the assessment (Appendix Questionnaire-Lumigon 1, Appendix Questionnaire-

Lumigon 2 ), from Lumigon perspective, a type II relationship with Qiao Xing should be 

persuade, since it scored 17points with the assessment, and a type I relationship should be 

developed with Janus, because the assessment showed a point of 13. Thus, Lumigon believed 
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that by having a long-term relationship with both suppliers, there is a mutual benefit for them. 

Therefore, a detailed analysis on the Lumigon driver assessment on supplier is essential.  

 From the Lumigon assessment of drivers, where they stated that a relationship with 

Qiao Xing could have a probability of 50% that could reduce the cost, and increase 

asset efficiency. However, it is much lower with Janus, where the probability is much 

lower at 25%. Although, Lumigon could perceive that the cost reduced by cooperating 

closely with supplier on the area such as the packaging, and shipping optimizing 

(Appendix Interview 5. P2). Specially for using Qiao Xing as the sourcing platform as 

a tool for managerial efficiencies. However, as Lumigon point out that there is a total 

price for it, when the goods leave Qiao Xing (Appendix Interview 5. P2). However, it 

is the other case with Janus, where Lumigon regard reduction of cost indeed 

happened, but it is in comparison with other big company with industry, such as 

Foxconn. Moreover, Lumigon argues that the reduction of cost is because of the Janus 

has lower managerial cost (Appendix Interview 5. P5).  

 

 In terms of the customer service improvement, Lumigon sees both Janus and Qiao 

Xing had provided an excellent service, and above industry average. As the 

Lumigon’s technical manager think that Janus is good at on-time delivery and 

tracking of productions (Appendix Interview 5. P5). Apart from on time, delivery and 

better tracking of movement, Qiao Xing do look for the feedback actively to improve 

the customer service. (Appendix Interview 5. P3). 

 

 Lumigon assessment of the market advantage is different compare two supplier, 75% 

probability and 0% for Janus. Lumigon think that relationship with Qiao Xing lead to 

substantial marketing advantages, as Lumigon puts: “there are a lot of resources that 

we could not get on hold without the Qiao Xing. So through the Qiao Xing, we are 

able to get new technology and new innovation” (Appendix Interview 5. P3).  

 

 As for the profit and growth stability aspect, in Lumigon’s opinion, both supplier 

perform above average level, where Qiao Xing at 50% probability, and 75% 

probability. Although, both supplier performance is to be consider good. However, 

Lumigon as a small Danish company do have a weak control over the supplier.  
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As the technical manager stressed: “in one hand that Qiao Xing did to contribute to 

the profit stability, because other Qiao Xing important customers will jump into the 

production schedule and thus create the production delay, this happens a lot during 

the last couple of months. But in general, the on time delivery is good.” (Appendix 

Interview 5. P3). 

Although, the assessment of the drivers conducted separately, and it was from a selfish 

perspective (Lambert D. M., 2006). From the assessment from both supplier and buyer, it 

become obvious that supplier had a higher expectation from the buyer-supplier relationship. 

In the case of profit stability, both Qiao Xing and Lumigon have the same opinion on the 

profit stability, but Qiao Xing argues that they performance better compare to Lumigon. 

Janus assessed cost/assets efficiency, and marketing advantages with an average percentage, 

but this is disagreed by Lumigon, where its assessment showed a very low percentage. 

These differences would be interpreted as the double counting. Profit is greatly influenced by 

the cost, service and marketing (Lambert D. M., 2006), and since suppliers had evaluated a 

high level performance on the cost reduction, service improvement, and market advantage, as 

the result, they would expect a high level of profit increase. According to the assessment, 

both buyer and supplier argues that the relationship had a low-level impact on the profit.  

From the assessment, and interview with suppliers, one of the issue must be noticed. It is the 

pressures that supplier received from Lumigon on the cost, service and quality level. Thus, 

this create a confusion that whether the cost reduction, service improvement, and quality 

level that assessed are because of the suitable relationship between buyer and supplier. These 

benefits for buyer is through Lumigon’s purchasing manager’s hard barging or competitive 

bidding, or direct pressure from the Lumigon’s CEO. As the Qiao Xing’s manager Pu stated 

that: “One more things, the CEO of Lumigon, he had a very rigor demand that the smart 

phone need the best quality, and all the functions, however they have a very little resources to 

archive this (Appendix Interview 6. P2). 

However, it is clear that relationship had the impact on the customer service improvement. 

Because normally, the customer service is favored by the buyer company, but it is not a 

strong driver for the supplier (Lambert D. M., 2006). However, both Lumigon and suppliers 

consider the customer service as the biggest improvement area for having the closer 

relationship.   
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- Joint assessment on the facilitators  

The above analysis gives clear motivations for Lumigon and suppliers to develop a closer 

relationship, it reflected on the assessment that the type I and Type II relationship should be 

developed. However, as Lambert argued that without a proper environment to facilitate the 

process for relationship building, it mostly would fails, so it is the foundation (Lambert D. 

M., 2006). Further, because it is the corporate environment, it could not be developed, 

facilitator only exist or not exist (Lambert D. M., 2006). Thus in this section, facilitators of 

relationship building will be analyzed: Corporate compatibility, Management philosophy and 

techniques, mutuality, and symmetry.  

 

As the Lambert’s model suggested that the facilitator should assessed together and agreed on 

the result. However since Lumigon company filed for the bankruptcy, and did not 

reorganized, thus it is not possible to assess together, let along the geographical issue. This 

paper found that through the assessment was done separately; still both Lumigon and supplier 

have the same opinion that the relationship from the facilitator perspective should be type I. 

 

 Corporate compatibility is the first facilitator, which looks into the corporate value 

and cultures, it is important, that value and culture not necessary to be identical, but it 

could not be clash. In this topic, the supplier opinion is divide with buyer. Lumigon 

argues that there is 50% probability that two parties mesh the culture and business, 

but Qiao Xing and Janus think there is 0%. Although Lumigon agrees that in terms of 

the company size that Lumigon is small compare to Qiao Xing and Janus, but the 

value of pursuing the quality is the same and as well as willingness to change( 

Appendix Interview 5. P2). On the other hand, that Janus and Qiao Xing feel that 

Lumigon’s commitment was lack, especially during the end period of cooperation 

(Appendix Interview 6. P2).   

 

 Management philosophy and techniques compatibility is other critical facilitator to 

develop the relationship, and it is because that the organization culture changes in a 

very slow speed, and the strategies that set on the top of the corporate, so both culture 

and strategy reflected by operating managers philosophy and techniques (Lambert D. 

M., 2006). Based on the assessment the feedback is that Lumigon does not have the 

similar degree of management philosophy and techniques, with a Qiao Xing a 0% and 
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Janus 25%.  It is important to notice that Qiao Xing stated that the lack of motivation 

and the team work from Lumigon. As the buyer company, and the project owner, 

Lumigon should have driver the project forward. Often Qiao Xing is the driving force 

for the project development. In addition, the lack of the support for a highly 

challenging project, every often as Qiao Xing stressed that they had the difficulties to 

reach the right people (Appendix Interview 6. P2). Because smart phone industry is at 

a fast moving pace and a very competitive industry, the slowdown of information 

flow have a very negative impact (Appendix Interview 6. P2). From the Lumigon 

perspective, it had come to the same conclusion as the Qiao Xing and Janus.  

 

Lumigon suggests that the low level of similarity of management is due to the nature 

of company. In one hand Lumigon is a Danish design company with a relatively small 

number of employee, and thus the management style and system are still developing; 

but another hand, Qiao Xing and Janus are the top manufactures within the smart 

phone industry, with a abandon of resources, and fully developed management system 

and process (Appendix Interview 5. P3; Appendix Interview 6. P1).  

 

 Mutuality is about that the buyer and supplier ability to take the two side thinking 

during the decision making process (Lambert D. M., 2006). Lumigon think that it had 

25% of probability. Qiao Xing and Lumigon have the skills and attitude for 

relationship building, and 50% with Janus. From supplier perspective, Qiao Xing 

argues that is 25% with Lumigon, and Janus think there is none. As both Qiao Xing 

and Janus stated they appreciated and respect the effort made by the China office 

(Appendix Interview 6. P2, Appendix Interview 4. P9). However, in terms of the 

Danish headquarter, supplier had different view, these could be due to the low level of 

two side thinking, and unwilling to admit the mistake (Appendix Interview 6. P3). As 

the Lumigon assessment on the supplier suggested that buyer company received the 

support from the supplier, and it dropped at the ending phrase of the cooperation. 

Especially the appreciation of Janus’s two side thinking, and able to advise for the 

production (Appendix Interview 5. P6).  
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 Symmetry argues that when supply chain members are similar in terms of the 

company size, market share, and financial strength and so on, then chance of success 

is increased (Lambert D. M., 2006). As argued above, the Lumigon as a small Danish 

company, and Janus and Qiao Xing as the top manufacturer within industry, there is a 

low level of company size, market share. Nevertheless, as Qiao Xing and Janus stated 

that they have a deep understanding of Lumigon’s brand reputation, which reflect the 

demand of the quality level required (Appendix Interview 6. P3; Appendix Interview 

5. P6)  

 

In addition to the above two facilitator, the assessment also includes the five additional 

facilitators, which means that the absence of these additional facilitator does not imply the 

fail of relationship building. As the assessment showed that there is no shared competitor, 

close proximity, prior history and shared end user among Lumigon, Qiao Xing and Janus.   

 

The assessment of facilitators were conducted by the mangers from three firms with insight 

working experiences, thus managers were able to provides a comprehensive picture of 

environment. As the analysis showed above, that the Lumigon’s supply chain is in the 

situation where more managerial resources are necessary for the relationship building with 

Janus and Qiao Xing.   

7.1.2 Implementation of the Lumigon supply chain relationship 

 

While manager might think that it is the ultimate goals to have the type III relationship, but in 

really it is about finding the right and appropriate relationship depending on the combination 

of driver and facilitator (Lambert D. M., 2006).  

 

As the analysis of the drivers and facilitators on previous section suggested a closer 

relationship should be developed. Lumigon and Janus should pursuing the type I relationship, 

and Lumigon and Qiao Xing should pursuing the type II relationship. The different type of 

relationship suggest that the different degree of integration of different business activities and 

process, and the implementation of the relationship should be the management established 

and control (Lambert D. M., 2006). Although within the Lumigon supply chain, the type of 

relationship with Qiao Xing and Janus is different, the components are the same but should 

be managed and implement differently. As it introduced in the previous section, and 
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according to the lambert, the components include planning, joint operating controls, 

communications, risk/rewards sharing, trust and commitment, contract style, scope and 

financial investment. However, this paper argues that the communication, as well as the 

trust/commitment belongs to the social relation factors. Thus in the following section, the six 

different components will be analyzed.  

 

Joint planning is a critical element to archive the effective relationship, the scope of the 

planning could range from the simply sharing the existing plan to develop a joint strategic 

goals, and the benefit of having the joint planning are the adding flexibility and strength to 

the relationship (Lambert D. M., 2006) reference.  

The joint planning style of Lumigon supply chain relationship could be understand as 

regularly scheduled, as the purchasing manager of Lumigon stated: Well, it’s about 

planning…., because the phone is so complicated and there are so many factors play into 

this. You have to at least give it a two months extra time even though they said they would be 

fixed at this time. Because there is always, always issues with something. So that is what you 

do, you plan your launch day or the promotion day based on the information you get on the 

most difficult supplier” (Appendix Interview 1. P17). Further, the content of joint planning is 

performance jointly, but often Lumigon is found in an uncomfortable position when there is 

conflict occurring with the producing process. Therefore, Lumigon’s schedule will be pushed 

aside by the other supplier’s important customer (Appendix Interview 5. P4). 

Joint operating controls suggest that Lumigon, Qiao Xing and Janus should be able to alter 

the operation and process of each other, which should not only be to encourage the changes, 

but also to empower the changes without prior approval or notification. Joint operating 

control consist of two element: measurement and ability to make changes. In terms of the 

performance measurement, Lumigon is jointly develop with its supplier, and focus on the 

supplier’s performance, according to purchasing manager:“…. then you have to have the 

yield rate of the phone they produced. Because we had a third party, to check the phone after 

they were being assembled and then when they shipped them to Denmark we also made a 

double check, just to be sure they work and before they can come out to the customers, and . 

So we will keep it at a yield rate and say it can not be above this, otherwise we will have a 

meeting with factory and talk about what is wrong here. (Appendix Interview 1. P4),  
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Furthermore, the Lumigon’s China offer employee could make the change with Qiao Xing 

and Janus production process without approval form supplier, but Lumigon do not have the 

ability to make change on supplier system (Appendix Interview 5. P4).  

At the heart of a relationship, it lays the concept of shared destiny, which often refer as the 

mechanisms to share the risk and reward. One of the sign that a strong relationship is that 

parties are willing to take a short-term sacrifice for the competitiveness of the entire supply 

chain (Lambert D. M., 2006). From the loss tolerance perspective, both Qiao Xing and Janus 

have a low level of tolerance for loss, thus supplier did not willing to take a short-term loss 

(Appendix Interview 5. P5). In addition Lumigon argues that there is no reward sharing, but 

only the risk is shared with supplier, as the purchasing manager stated: “we share the risk, we 

understand if the design is too complicated or the components are too complicated to make 

we would understand and give them more time, but rewards, No!” (Appendix Interview 1. 

P14).  

Contract style is the govern style for the relationship, the period and coverage is critical. The 

Lumigon contract is project based, and normally last for six months (Appendix Interview 2. 

P5). In addition, it is the purchasing order that issued from Lumigon to Qiao Xing. Which 

Qiao Xing as the plate form company that issue the purchasing order to second tier supplier, 

in this case Janus (Appendix Interview 5. P6).  

 

Therefore, a very specific contract is missing. This causing the issue with Qiao Xing and 

Janus, because when the supplier failed to deliver, it put Lumigon under a high level of 

pressure, as the purchasing manager stated: “….because they couldn’t get it right even with 

ZhengLu supporting them. ZhengLu said to me, “What we are asking them to do, was almost 

impossible” we were putting pressure on them. I said to ZhengLu “Then they shouldn’t say 

from the very beginning that they could do it they cannot promise us, they can do it and they 

couldn’t.” We didn’t understand, all of a sudden they couldn’t do it, because from the very 

beginning they say they could do it.” (Appendix Interview 1. P12). 

 

Scope of the business activities of each firm is other component that managers should be take 

into consideration. Lumigon relationship activities with Janus and Qiao Xing only account 

for a little part of their business, the value added step from Janus part is few, and Qiao Xing 

had a multiple value added steps for the supply chain. Thus, scope of business activities are 

limited, as the purchasing manager answers the question regarding to the sharing of 
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information and, it stated that: “No, we didn’t do that. Because it was not necessary, if the 

supplier was very big and important to us we would share it, but if it was less important, we 

would not share it (Appendix Interview 1. P13).  

Investment is other aspect that influence the relationship, the exchange of the financial assets, 

technology; key personnel could reflect the degree of the relationship. The there was a certain 

degree of the investment from Lumigon to supplier, in terms of the component specific, and 

Lumigon also encourage of supplier to make the investment to accommodate the Lumigon 

production requires, by committing a big volume of purchase(Appendix Interview 2. P8). 

Further, Lumigon suggest that they had invest the personnel to facilitate the communication 

between Lumigon, Qiao Xing and Janus (Appendix Interview 1. P13).  

According to the above analysis, the paper argues that the relationship competent level 

between Lumigon, Qiao Xing, and Janus could be concluded as having a low level of 

planning, some level of joint operating controls, low level of risk/reward sharing, low level of 

contract style, and low level of business scope, and medium level of investment.    

 

7.2 Potential trade off with Lumigon supply chain relationship 

Although the purpose of developing a closer buyer and supplier relationship could bring the 

benefits such as the reduction of cost, improvement of the service and gain the competitive 

advantages as Lambert model suggest (Lambert D. M., 2006). (KIM & CHOI, 2015) Argues 

that different relational outcome trade-off is associated with the relationship types. Thus in 

this section, this paper will analysis the advantage and disadvantage of the Lumigon 

relationship with Qiao Xing, and relationship with Janus.  

7.2.1 Pains and gains with Lumigon and Qiao Xing Type II relationship 

From the previous analysis, the paper identifies that Lumigon and Qiao Xing relationship as 

Type II from Lambert relationship model. Which Kim and Choi could suggest as the deep 

relationship, because Lumigon and Qiao Xing relationship could be understood as closely 

synchronized in the operations through an intense information and product exchange, and 

stay highly responsive towards each other.  

Although Qiao Xing argues the lack of the inputs from Lumigon Denmark. However, the 

relationship still managed through the communications and coordinated production activities 

to achieve a volume production. Consequently, Lumigon had high level of the dependent on 
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Qiao Xing both operationally and strategically. Furthermore, this type of relationship will 

require a huge amount of buyer resources and investment that dedicated towards the supplier, 

as the manager of Qiao Xing stated: “Lumigon has a very high-end mobile phone positioning. 

If they’re going to buy accessories, the supplier has not readily available inventory in store. 

Thus supplier needs to arrange their staff and material resources to develop new product 

according to Lumigo’s requirement. (Appendix Interview 3. P2).” Thus, supplier is normally 

unwilling to make changes, and after ware of that the transaction cost will be too high to 

switch to other supplier, the relationship will be taken as granted by the supplier (KIM & 

CHOI, 2015).  

As in the case of Qiao Xing, the company is the supplier of the Philips, and the production is 

strictly following the Philips production procedures, which Lumigon is heavily relied on it, 

(Appendix Interview 2. P12). The interaction between two companies happened daily and 

across all the levels, and Qiao Xing was sharing its supplier resources to Lumigon.  

However, from the Lumigon, Qiao Xing was not cooperative and rigid in behavior, which 

could be showed on the Lumigon’s demand on the inventory level report, and had the 

difficulties to obtain the demand report, because Qiao Xing was unwilling to change the long-

term practice (Appendix Interview 1. P9). Because of Qiao Xing’s is the expert on the smart 

phone production, thus Lumigon had to allow the supplier’s rigidity.  

7.2.2 Pro and Cons with Lumigon and Janus Type I relationship 

 

As the analysis from the Lamberts relationship model, the Lumigon and Janus relationship 

could be understand as the Type I, and the paper argues that it reflect the sticky relationship, 

due to the fact that the relationship between two companies are closely tied, but with lower 

level of integration then the type II relationship. 

 

Lumigon and Janus do have a long-term relationship and have regarded each other as 

necessary. There was a certain level of the business activities integration between two 

companies. As one of the advantages, Lumigon could use the buying power to demand an 

aggressive cost reduction on Janus, as the investment and order from Lumigon is big amount. 

Furthermore, Janus and Lumigon had the business activities integration, but the Lumigon 

practice on information asymmetry and animosity had the negative impact on the parties from 

building a sense of trust and commitment.  
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From the Janus point of view, that the refusal of the open book account to share the cost 

structure with Lumigon is the response to the situation where Lumigon do not have 

information on to which level the Janus earn its profit, and the relational rents distribute 

proportionately or not (Appendix Interview1. P10).   

 

Disadvantages of this type of the relationship could the lack of synergy that associated with 

concerted efforts to generate surplus benefits as well the as the fair distribution. Thus, 

Lumigon as the more powerful party in the relationship, naturally start to be mindful towards 

the Janus behavior. The power imbalance, the opportunistic behavior is inviable to happen. 

After accumulating the understanding of the Lumigon product requirement, and demand 

quantity, Janus had once hold the product delivery as the tool to get the payment paid 

(Appendix Interview 3. P10).  

7.3Social Relations 

 

This section examines the social relations that make up the underlying foundation for the 

buyer-supplier relationship between Lumigon, Janus and Qiao Xing. The analysis will be 

discussing and analyzing the intercultural communication between Lumigon and their supply 

chain members, using (Mintzberg & Heyden, 1999)organigraphs and (Berlo & Jandt, 1998) 

process communication model. Cultural awareness will be examine through (Hall E. T., 

1976) High and low context concept and (Hofstede, 2001) cultural dimensions. Commitment 

and trust we will use (Laaksonen & al., 2008) model for trust vs. dependency model to 

proposition the supplier buyer relationship. 

 

7.3.1 Communication 

As many scholars and researchers has described communication works as glue that holds 

together the flow. (Mohr & Nevin, 1990) Stresses that problems that happened a lot between 

dealers were the decision making process where the involvement of the other party were 

absent or rather being excluded. Suggesting that the conflicts that later arise were all due to 

ineffective communication which lead to misunderstandings, incorrect decisions, strategies 

and leaving a mutual feeling of frustration for both parties.  
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In addition to if, there is already a conflict or disbelief present in the relationship between the 

members in the supply chain, it can be harder to call for open communication and maybe 

dangerous for the relationship if the sudden open communication conveys threats or other 

forms of coercive powers that lets the other part in disadvantage.  

 

7.3.2 Defining the communication between partners 

Communication between partners are essential, Lumigon working with their 1st tier suppliers 

along with their partners in the assembly factory is essential and key players for the company 

to finish and push the final product out on the market. Furthermore, for the longevity of 

Lumigon’s whole supply chain that operates across border. Cross-cultural communication is 

exceptionally abstract, complex, more than spoken or written messages. Therefore, 

understanding the importance and practice of intercultural communication and how it could 

unfold is very crucial.  

 

Firstly, examining how Lumigon is currently communicating with their suppliers, to illustrate 

how the companies really work together, using (Mintzberg & Heyden, 1999)  organigraphs 

concept, which also is another word for organizational chart. The organigraphs differs from 

normal organizational charts because it introduces new components, called hubs and webs 

that reflect the way people organize themselves, in an untraditional organizational form. 

Mintzberg & Heyden (1999) helps to let people understand their company work together, 

where processes and people connect.  
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Figure 14, Source: Own creation based on Mintzberg & Heyden (1999) organigraphs 

 

The whole organigraph is maps that do not show individual members of the organization or 

positions, however provides an overview of the company's periphery, how everything is 

connected to the company and outwards. The organigraphs provides answers to the 

interactions among three flows people, products and information.  

 

Additionally, managers can utilize it as a stimulating tool for conversations about how to best 

manage their operation, what strategic options to make the best out of it. Further, to see how 

Lumigon is connected with their suppliers. Drawing out the assumed flow drawn from data 

obtained from primary and secondary resources. As we see in the picture above, we see three 

different flows that are mapped out between the hubs and chains.  
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The first is the information flow / communication flow where Lumigon HQ (Head Quarter) 

in Denmark, Lumigon China, Po the manager, Mr. Ma the technical manager, the two 

suppliers Janus and Qiao Xing are all acting as hubs meaning that they are the center of 

where information is being passed back and forth serving as a coordinating center. The chain 

is the process from when materials entering the factory to be transformed into parts 

(components) in Janus which are combined into subassemblies or final assembly at Qiao 

Xing.  

 

The web that shows the network and how everyone is connected along with the 

communication flow is shown in the webs that are illustrated as above. Is the movement of 

information, people, etc it connects in all sorts of ways. The communication between the 

partners will be assumed out from the interviews from the different key players in Lumigon’s 

supply chain. From the aspect of how the communication flows was driven from the different 

members in the supply chain. 

 

The process of communication: 

Po the sourcing manager talks with the team they have in China along with Mr. Ma who also 

acts as the middle person between the Danish department and the Chinese team of three in 

China. Decisions are top-down decided in Lumigon. The CEO has the last word. When the 

suppliers find issues, it will be reported back to the Chinese office. They will summarize the 

information to either Mr. Ma or Po. Since the Chinese team does not have the power to make 

the decisions. It will be relayed to the Danish office, even if there are Lumigon employees at 

the production sites in China (Appendix Interview 5. P5). Extending the communication 

process and slowing down the efficiency, because the information has to go through multiple 

persons.  

 

The assembly factory Qiao Xing acts as the middle person between Lumigon and the supplier 

Janus in the communication process often. Nevertheless, Lumigon China, Po and Mr. Ma 

also do communicate directly to the suppliers depending on what time it is on the day, since 

China is 7 hours ahead of Denmark. When Po or Mr. Ma is not available Lumigon China will 

step in. As Po and Mr. Ma is stationed in Denmark so “if it was just a single isolated problem 

it would be on email, and I would CC the team in China so they could follow up for me” 

(Appendix Interview 1. P5).  
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It could be a bit challenging when issues occurred. Therefore Lumigon China would act as 

the linkage from time to time though Lumigon China had no decision power.   

 

Po expressed the importance of daily communication with all the teams in China, including 

the suppliers, because it would help to grow and strength the relationships. Daily 

communication would occur using group chats or E-mail, Wechat, Whatsapp and Skype 

different digital platforms. Lumigon and their supplier did not have a common system were 

communication and other information could be exchanged for the supply chain members. 

Although, they use FTP (File Transfer Protocol) is a client server only (Appendix Interview 

2. P7). 

 

Mr. Ma had day-to-day communication which would be by talking on the phone, with the 

suppliers and the team in China. Mr. Ma would mainly be communicating with the engineers 

from the suppliers’ side. Where he would visit the suppliers once a month due to his expertise 

area for mechanical design, followed by using the same digital communication channels as 

Po had stated, in regards to different situations they would use different digital platforms.  

 

Although, Po and Mr. Ma communicate directly with Janus and Qing Xiao, in the 

organigraph it can be seen how the China team sometimes acts as a small hub, for making 

sure that information/problems ends in a closure or to convey what Janus or Qiao Xing has to 

inform Po, Mr. Ma or in other cases to the HQ.  

 

It is from our knowledge that the China team will have to relay information or decision 

makings from the HQ or Po and Mr. Ma. Nevertheless, despite the daily communication Mr. 

Pu from Qiao Xing describes the communication in technical support as being dragged “The 

communication in technical support is like this, and it drags on for a long time.” (Appendix 

Interview 3. P5).  At the producing phase when issues occur due to defects in the design 

drawings, Lumigon sends employees from the software field or sales person when Qiao Xing 

is asking help from technical support. Production processes are dragged out because they 

have to get hold of the HQ in Denmark. A span off 1-2 days will go by before Lumigon 

comes back with answers. The slow response time, created a bottleneck problem when 

arrangement of the product production has set into work.  
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Mr. Shi from Janus describes the communication as “In reality, it did not work well. Because 

they are a foreign customer, naturally there are barriers” adding that difficulties as “the 

communication is not great, because of the time different, the bad communication method” 

(Appendix Interview 4. P8-10). Conversely, Lumigon experienced frequent feedback from 

the supplier “Yes, majority of them were very fast in getting back to us if they found a mistake 

in one of our drawings or if they couldn’t make it on time” (Appendix Interview 1. P6).  

 

Suggestions for changes for the phone design from the suppliers side, often occurs if the 

design is not realistic or achievable for instance one example that occurred was regarding the 

design and the desired function of the phone. When the idea was proposed to Janus, Mr. Shi 

stated ”The originally the current smart phone have the design where the bottom is glued, 

however it also required to be waterproof. From our experience, we know that it is not 

realistic” (Appendix Interview 4. P2). The glue would not hold the bottom together, if the 

phone were used in an environment that expects the phone to be waterproof.  

 

This information of design changes will be communicated to Po and Mr. Ma directly in 

Denmark. Otherwise the Qiao Xing will communicate through China team however the 

problem is that “The China office do not got to make the final decision” that leaves it to 

waiting for the information to be passed on to either Po or Mr. Ma before it gets back to the 

CEO or the HQ in Denmark (Appendix Interview 4. P2). The suppliers and the China team, 

do not communicate with the CEO directly, it has to be through Mr. Ma or Po.  
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Figure 15, Source: Own creation based on Mintzberg & Heyden (1999) organigraphs 

 

Then there is the product flow, in a smaller scale. Given that, in this organigraph only the 

first tier and second tier suppliers of Lumigon are shown, it starts with Janus receiving raw 

materials, which they manufacture into components. Janus provides the components to Qing 

Xiao that ensures the full assemble of the finished product/component of the phones. In other 

cases, parts of the components are sent as sample to the HQ or the finalized phone for 

approval. Lumigon is only sending products back to Qing Xiao in cases of disapproval or re-

modifications on samples that are required.   

 

Lastly, the financial flow/transaction flow. Examine this will be an important point later on. 

Therefore, for the financial flow we wanted to highlight the interconnected flow of the 

product and the financial flow as shown above. Payments would go through Qiao Xing who 

would wire the money to Janus, so the production of components could start. The payment 
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“... should be 50% deposit at the start of project, and 50% balance at the end of the project... 

Janus should not start the project without payment.” (Appendix Interview 4. P7).  

In some situations payments were delayed, that would cause Janus to delay the start of the 

project as well. Thus, the product flow is standing still as long as the financial flow does not 

move. Leading to issues such as productivity, slow processes, distrust later on in the supply 

chain process and relationship that will be explored later on in this paper.  

 

7.3.3 Intercultural communication between the supplier-buyer relationship 

 

Diving deeper into how the supplier-buyer communication flow is, by using a communication 

model to specifically focus on one or two problems that all parties have mentioned briefly. 

Applying it into the context of (Berlo & Jandt, 1998) ten components of communication 

model to try solve problems by finding out a more effective way of communicating than 

currently. Conversely, the first eight components is a very linear model, if the two last 

components are not present, the communication is shown as a one-way process. Indicating a 

one sided aspect of the supplier buyer relationship, if the communication in the relationship 

were not a two way process it would be hard to categorize it as a partnership.   

 

The first situation was the customization and gold painting the phones. Second, was 

alignment common goal. Applying the process of communication model by Berlo & Jandt 

(1998) to gain a better understanding and how the communication of the first example 

Lumigon’s wish to have their phones, gold painted. 
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Figure16, Source: Process of communication model by Berlo & Jandt (1998) 

 

Lumigon or the representatives from Lumigon, would in this situation would be the source 

who is the person/or group, with the idea/thought (encoding) the process of putting an idea or 

thoughts into a symbol, as in translating and forming the thoughts into words. Would be 

Lumigon’s idea or thought on that the visual design for the next phone should be “gold 

painted”, that process of ideas and thoughts are the process of encoding the thought process 

of ideas into words expressed as the final result is called the message. The purpose of the 

message has now being formed.  

 

The next step is in what form will the message be delivered, Lumigon will have to choose a 

way to transmit the encoded message to their suppliers. What is need is a media a channel to 

get through with the encoded message. Both Po and Mr. Ma have said in the interviews that 

daily communication occurs through different digital platforms, face-to-face situations would 

occur when they travelled to China to visit the suppliers or other agendas, monthly etc. 

Assuming it was via digital communication and not the traditional face-to-face form, 

proposing that the next generation of phones should be gold painted were done over one of 

the digital platforms. That the parties used on a daily basis to be in touch, hence the message 

would have been either through a group meeting over the phone, Skype or Wechat etc.  
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Noise is the component referring to anything that can distort the source encoded messages 

noise can come in several forms. Distinguishing between what is called external and internal 

noise. External noise refers to noise around you, conversations, music etc. For instance if 

Lumigon is on a Skype conference with Janus or Qiao Xing and while formulating the 

encoded message, in the background conversations from other people talking over the phone, 

that would be the so called ‘background noise’. While internal noise refers to the mental or 

physical state, the source or receiver is in, being tired, hungry or thoughts and feelings 

interfering with the message when transmitting it or receiving it.  

 

Lumigon approach their suppliers Janus and Qiao Xing who are the receivers with the 

encoded message of a desired design on the phone painted in gold or diamonds on. 

Subsequently, the two receivers will have to decode the message that Lumigon has 

communicated to them. The importance of this component decoding is that since it is a much 

more active process in comparison to encoding the message, because of the receiver is 

actively involved in the communication process to decode and to dispense meaning to 

symbols that are received into what the receiver might perceive as the final result of the 

message.  

 

With the understanding of what is being communicated to Janus and Qiao Xing, they will 

have to execute a form of action, which is the receiver response. Since the supplier, buyer 

relationship is and should be a two-way communication process there will of course be a 

feedback from Janus and Qiao Xing to Lumigon.  

 

Feedback Mr. Pu from Qiao Xing explains with the request from Lumigon about the gold 

painted phones, it is possible but answering, “We all know that gold is very soft. When we do 

a cell phone check, we can't see the scratch with the naked eye or from a distance, but if we 

use a magnifying glass or under strong light, it would be a bit embarrassing” (Appendix 

Interview 3. P10). Indicating that the desired result cannot be achieved but follows through 

with the request and push from Lumigon’s side. However, the minor scratches were not the 

only thing. Because of the gold paint, it weaken the performance of the antenna signal on the 

phone and made the signal drop significantly. Caused by metal elements that was in the gold 

paint that directly impacted the antenna performance (Appendix Interview 2. P5). 
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Then the communication becomes a two way process, since the suppliers have given a 

feedback on the desired idea that Lumigon had with action and explanation. Then the loop 

goes on and on, that is the basics for how we look at the communication for the supplier 

buyer relationship. Further by looking at the conflict that comes along the development of the 

communication between the parties.  

 

Context is the last part of the whole communication process. Culture can be the context here 

given that culture has its own lens of how thinking, and perceiving the self in society adds to 

how humans recognize and to what extent the source and receiver have meanings for 

communicated symbols that are alike and similar understanding of the culture where the 

communication is being exercised (Berlo & Jandt, 1998) 

 

The context is essential, the situation with the Lumigon as the source have to react to the 

feedback from the receiver the suppliers. What is the context here that even with the 

encoding, decoding of the messages from source to receiver that, in the end the desired 

request was executed and the creating a conflict between the supplier and buyer. 

As Mr. Pu explained that gold is a soft metal, so minor scratches is inevitable. The cultural 

context shifts the setting and lens of the sourcer and receivers perception. Mr. Ma opened up 

about possible misunderstandings or confusion “for example the engineering area. If you are 

talking about the culture in Europe, the engineer in Denmark at least the one I worked with 

they will be very clear about no. In saying that design or that idea does not work, they will 

keep saying no. But in the Asian engineer they will not say no, or their no is not clear 

enough.” (Appendix Interview 2. P5) 

 

Here we put in the cultural context when examine the communication model experiencing 

that the suppliers did not signal or give a feedback that were a clear “no” or maybe as Mr. Shi 

from Janus states they did, reject the requests that they found unachievable. Another case 

where customization was required “Yes, we did said no to our customer. The example could 

be that one of the request that to make the back plate of smart phone to be pure gold, and 

then diamond encrust, which requires make a small holes on surface of back plate of smart 

phone. We are not able to make the product for Lumigon this is more a workmanship then the 

industrial product. Our company is not professional with this kind of work.”(Appendix 

Interview 4. P4)  
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Mr. Ma explains when asked if a rejection would not occur directly “Yeah, not directly deny 

the customer.” The phone was made, however not to the expected result from Lumigon’s 

side, but suddenly it was clear that the antenna signal dropped as a result of the impact from 

the gold paint had metal elements in it which weaken the signal for the phones antenna 

drastically. Mr. Ma also emphasized they knew from the start, that the gold paint would affect 

the signal performance. “They use black, white, blue - they never use gold. Maybe the 

painting guy didn't know why, but they tell us based on their experience they don't' use gold. 

But then we pushed, then they used the gold. They don't know or maybe the specific engineer 

or the project manager he didn't know. ”Says Mr. Ma (Appendix Interview 2. P5-6).  

 

This kind of misunderstanding / miscommunication affects the relationship, because Qiao 

Xing expressed that:”it felt that the supplier was not able to meet their 

requirements”(Appendix Interview 3. P10) meaning that Lumigon would start feeling 

distrust in their suppliers work. ”Good relationships mean increased productivity and profits. 

Bad communication leads to conflict, inefficiency, and loss” (Mead, 1990, s. 2-3) 

 

Mr. Pu explains that the standard for the process of gold plating is set to as long as there is no 

visible scratches on the surface then the product is acceptable, due to the materials form that 

is the highest standard gold can meet. Nevertheless, “Lumigon was unwilling to 

confirm….required the supplier ship the material to Denmark for gold-plating. When the 

material returned to China, we opened the box and still found lots of scratches that couldn’t 

be used entirely.” (Appendix Interview 3. P10) 

 

The miscommunication in the context is the cultural filter, Mr. Ma states that when asking the 

suppliers to do gold paint “They use black, white, blue - they never use gold. Maybe the 

painting guy didn't know why, but they tell us based on their experience they don't' use 

gold”(Appendix Interview 2. P5-6). If both parties had communicated more effectively, the 

process of the gold paint would not have started. The production cost, shipping cost would 

not have been wasted. Due to the standard Lumigon wanted for their gold phone were not 

achievable. Cultural misunderstandings that happens in relation to business activities abroad 

can be destructive to a company’s supply chain relations. (Varner & Beamer, 1995) 
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This goes back to the context of culture that adds into the communication, on how messages 

are perceived. (Varner & Beamer, 1995) Explains about perception and communication how 

communication is the perception of both verbal and nonverbal actions and giving meaning to 

these actions. With the cultural context from Berlo & Jandt (1998) using Verner & Beamer 

(1995) perception model of communication distinguishing between members that shares the 

same or similar values, attitude, experience, actions, expectations and story together – for 

those who do not share a common ground meanings, therefore the mental perceiving of 

things turns out to be different. When people encounter something unknown or different from 

the receivers own understanding four different scenarios happens according to Verner & 

Beamer 

 

1. Since it does not fit with anything that is known to the person, it could mean 

nothing, it can be assumed as nothing. The signal or message has been 

perceived but the choice is not to attend it.  

2. Assuming it is close to something similar that fits with what the person’s 

cognitive ability have. The message / interaction have been categorized 

mentally however the meaning that has been assigned to it may not be the 

correct meaning behind it.  

3. Choosing to perceive the signal as something unfamiliar therefore, not 

matching anything that the person know of, therefore rejecting it.  

4. Is the option to adjust the mental state so it can accommodate the new 

information and give it new meaning. Constantly taking in new signals / 

information revising and increase categories.  

 

 

Figure 17, Source: Perception model of communication by Verner & Beamer (1995) 
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The model shows different scenarios how behavior is based on experience and understanding 

from a human’s mental data bank. If the same or similar experience or knowledge in the data 

banks are the same, generally leads to acknowledgment of perceptions of close meanings. It 

is easier to interpret meanings behind others behaviors more accurately when sharing the 

common experiences or values. (Lumigon and the suppliers are Chinese, but the HQ is 

Danish). It could be assumed that when the suppliers Qiao Xing and Janus said no, Lumigon 

might have perceived it like the second scenario shown in the model.  

 

Assuming that the signal the supplier sent was meant as it gold painted phones were not 

something they do usually due to the soft material it is evitable to get scratches on the phones. 

However, because of the cultural context/filter, it was not communicated completely as a 

clear “no” in Lumigon’s eyes. When Janus explained that, they use different colors, however 

not gold. “They tell us based on their experience they don't' use gold.”Says Mr. Ma 

(Appendix Interview 2. P5-6).   

 

It can be assumed that it might have been perceived differently, that Lumigon had seen what 

the supplier had told them as was mixed or misunderstood signals. On the other hand, the 

suppliers thought that they had stated clearly that they do not use gold because “We all know 

that gold is very soft” (Appendix Interview 3. P10). That might not have been communicated 

in a verbal action but a non-verbal behavior. The “no” could have been in the underlying of 

the message that Janus had tried to say. 

 

Which from the suppliers’ aspect seem clear as water, that they never use gold do to the 

materials soft form and stating from their experience that they do not use gold for phones. 

Conversely, Lumigon perceiving the suppliers answer differently as shown in the conception 

model.  It is not about  who is right or wrong, but to examine how the messages was 

interpreted due to the cultural context and filter, how culture makes up for the underlying 

foundation of how messages are encoded are seen and responded on.  

 

However an example of Mr. Ma then also talks about the complexity of phone design is not 

just in one field, that “if we push to ask "can you do the chip" on the mechanic they say 

"properly no" if we try to insists, push them. Then they say "okay we can change it" but when 

they do the change they will do some impact to other performance.”(Appendix Interview 2. 

P5) seeing it from the cultural lens where your behavior is built on values that belongs to 
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different perceptions of the world accordance to categories learned from the culture around 

oneself. The difference in how the suppliers and Lumigon perceived these signals differently. 

 

Understanding the ‘why’ of culture is something that many companies fail to do when 

operating abroad (Varner & Beamer, 1995). The importance of understanding meanings in 

cultures, the meaning behind how people and why they act and what they value. If the goal is 

to have good communication with another culture, good relationships comes good 

communication. Understanding this will allow companies such as Lumigon to see the way 

they act to be comprehensible and even predictable that reduces uncertainty and conflicts that 

could have high cost.  

 

7.3.2 Culture 

 

Adding another layer to the analysis, with some of the culture dimensions that Hofstede 

(2001) presents. Such as power distance, individualism vs. collectivism and long- and short-

term orientation. In addition using Edward T. Hall (1976) concept about high vs. low-context 

culture to underline how people in a culture communicate to one another in the social 

relations. With the case about gold paint on the phone, the foundation of the communication 

was laid out previously. Now through the lens of the culture dimensions and the concept of 

high vs. low-context culture, it is important to see the underlining reasons for what might be 

the reason for what they do.  
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Figure 18, Source: Chart, Hofstede Insights 2019 

 

Above chart is outlining Denmark and China’s degree of each dimension that Hofstede 

presents. The focus will only be on three of the dimensions shown below, in this case of 

Lumigon and the suppliers Janus and Qiao Xing.  

 

7.3.3 Power Distance 

Is the dimension that talks about how the power is distributed unequally, thus every country 

has power and inequality the fact is to what degree is it for the two countries that will be 

examined. China scores 80 (Hofstede Insights, 2019)meaning that there is a high power 

distance, that society believes inequalities between people are acceptable in a high degree. 

Emphasis on hierarchy with subordinate and superior relationship where subordinates are 

expected to do as told (Hofstede, 2001). The importance of addressing titles to superiors and 

a formal working environment.  

 

On the other hand, Denmark is quite low on the scale in comparison to China. Denmark 

scores 18 (Hofstede Insights, 2019) meaning that the mindset of Danes believes equal rights, 

independency and accessible superiors. Power is much decentralized and managers count on 

experience of their team members, informal atmosphere in the companies with direct and 

open communication. Examples like how Po from Lumigon works with her team members. 
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When addressed it is on a first name basis. Employees are open for critic and expect to be 

consulted. Lumigon is a Danish company but from the  

 

Individualism vs. Collectivism 

This dimension is about the degree of interdependence of members of a society has, the sense 

of self whether it is defined as “I” or “We”. With the numbers switched China scores a 20 

(Hofstede Insights, 2019) on the dimension which tilts towards collectivism where the 

members of the society act in the interest of the group and not necessarily in act of their own 

interest. In addition to relationships, prevail over task and work.  

 

Denmark scores high on the dimension on individualism with 74 (Hofstede Insights, 2019), 

the preference for the individual focus “I”. A more relaxed social framework where 

responsibility for the individual is more emphasized. Danes are incredibly straightforward in 

communication hence the small talk is kept at a minimum. 

 

7.3.4 Short vs. Long term orientation 

 

The dimension that examines the importance of how each society views present and future 

challenges. China scores 87 (Hofstede Insights, 2019) which is high on this dimension 

meaning the society is more long term orientated culture, where the willingness to persevere 

and work for a long time to achieve success is strong. It clearly shows through Chinese 

negotiation process where time and efforts are required to build trust and long-term 

relationships and focus on long-term results. “I would come to China we would go out and 

eat and talk, discuss and sort of having a good time… It was about being social with them” 

(Appendix Interview 1. P8) Po from Lumigon shows that the relationship had to be build up, 

in addition to getting on the god side by investing time and effort to reach future goals with 

the suppliers. “We would praise them and we would tell them how good they were…and tell 

them we are definitely going to choose you next time, when we are making the next phone, 

promising this and that.” (Appendix Interview 1. P8). Focusing on their relationship between 

the key suppliers by meeting them every time when she travels to China.  
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While Denmark is in the other end toward the short-term orientated culture scoring 35 

(Hofstede Insights, 2019) are more averse to change with focus on the present, members of 

the society values tradition and prefers immediate gratification than long-term fulfillment.  

 

7.3.5 High vs. Low context cultures 

 

The concept that Edward T. Hall has formulated is a tool to examine cultures by 

distinguishing the basis of the role of context in communication. Countries with high context 

cultures are members of society that are intimate connection between each other. In addition 

to social hierarchy structured society, these cultures rely on information is internalized in the 

person or in the physical context whereas little is in the coded message. Hence, information is 

shared through simple yet with deep meaning behind (Kim & al., 1998). Much alike how 

Hofstede explains how collectivistic cultures work, where the group is before the individual, 

in these cultures where hierarchy is present. 

 

While low context cultures are with highly individualized members of the society with little 

involvement with others members in society. These cultures rely on including vast 

information in the explicit coded messages with a much more direct expression. (Hall E. T., 

1976) 

For instance, Po from Lumigon had to explain that sometimes at meetings she would have to 

strategically not involve a colleague due to their straightforwardness. “When coming from a 

low context culture where information and thoughts are expressed more direct it would clash 

when your partners are from a high context culture “So I had to actually not include one of 

the electronic engineer in most of the supplier meetings because he was too blunt, he was too 

honest. If they did not do their job well, he would tell them and it was not very nice tone he 

had. Because he didn’t understand, because in Denmark you just honest tell each other how 

it is, you can’t do that in China.”(Appendix Interview 1. P5).   

 

Po from Lumigon expressed how she juggled with how she acted in the different cultural 

settings “I had to be very diplomatic with my boss, with the CEO because he was always 

demanding things to be speeded up, cheaper prices and faster deliveries. So I had to handle 

him by saying to him “Yes, it is going to be fine, and they will be on time” and then tell China 

you know “Do the best you can” because otherwise it we would clash.”(Appendix Interview 
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1. P5). Presenting an understanding and a cognitive knowledge about how the different 

cultural behaviors would perceive and responds on certain stimulus. 

 

It is clear that Lumigon as a Danish company that are influenced by the individualistic 

characteristics that expresses open and direct communication and sees member of the supply 

chain equally. With short orientation goals, seen in how it is a project-based work. That 

Lumigon do with suppliers and key suppliers that normally last around 6 months to one year. 

(Appendix Interview 2. P4). Not to mention how Po from Lumigon talking about how her 

colleague would face this culture barrier or difference when communicating while since, she 

herself is Chinese and understands the culture along with the language. The thing was her 

team in Denmark that experienced the challenges. The way of handling conflict would clash, 

as she, states continuing from the previous statement about not including the colleague 

because suppliers did not do as expected (Appendix Interview 1. P5). 

 

Surrounded by cultural barriers as she states what is necessary to keep the relationship going. 

"So it was a matter of being diplomatic with China and my boss and also the Danish team. 

Even when I was at a Skype meeting and asked to translate. I would not translate 100% 

correctly, if you know what I mean.”(Appendix Interview 1. P5).  

 

The behavior at meetings Mr. Shi from Janus describes as not motivating nor efficient, due to 

meetings with discussion not ending in any actual solutions while, comparing to “This is very 

different compare to our domestic customer. For example, the Huawei people, they would 

have a meeting as long as a day without the dinner, they need to have an actionable solution 

that is agreed by both parties. This an effective meeting.”(Appendix Interview 4. P8-10). We 

see the difference in how the cultures differ in view point and in their work as well.  

 

The culture dimensions from Hofstede and the concept of high or low context culture, do give 

a foundation for how they and why they communicate the way they do. Culture do dictate 

how to behave, the way humans behave in different cultures is how they value situations. 

Values do act as drivers for how we behave and act. Cultural priorities motivate business 

behavior (Varner & Beamer, 1995).  Mr. Shi points out the ideology Janus and Lumigon had, 

seems different. “We think that the Danish people have the different way of thinking. 

Especially with Lumigon, that the boss make the final decision... In some case that is 

extremely difficult to archive the desired level such as the level of product colour aberration, 
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the level of the polish. From our experiences, it is not realistic, but the boss of Lumigon, Lars, 

he refuses to accept and insist to have the result as they requested.” (Appendix Interview 4. 

P8-10). Hence the importance of setting common goals and alignment, even when Mr. Ma 

points out there have been discussions for trying to get develop a relationship together, “we 

try to develop each other we try to cooperate with the supplier of course, we need to share 

the common goals” (Appendix Interview 2. P10). Mr. Ma also adds that they do discuss and 

set up project plans and goals after brainstorming (Appendix Interview 2. P7). Relational 

stability is build compliance with practice, goal alignments and values (Kim & Choi, 2015).  

7.3.3 Trust & Commitment 

Contractual, Competence and Goodwill Trust 

The trust could be regards a necessary factor in combing two parties, because of the trust can 

mitigate risks and ensure the benefits that may be obtained in the future, in order to maintain 

a competitive advantage, companies should build trust with their partners (Sezen & Yilmaz, 

2007).  

Aulakh summarize the roles of inter-organizational trust: the first one is that trust is a 

deterrent to the speculative behavior of partners, because in the cooperative relationship, the 

partner may sacrifice the goals of both parties for the self-interest. The companies will 

consider of the long-term benefit and abandon the short-term opportunisms gains; the second 

roles is that trust is a connection that is voluntarily pay attention to the interests of both 

parties, but the internal operational controls (Aulakh, Kotabe, & Sahay, 1996). Also because 

of the existence of the trust within the relationship, the communication between the 

manufacturer and its supplier is smoother. Trust also leads to a higher level of information 

sharing, enabling timely responses to both procurement and delivery process, and reducing 

unnecessary conflicts, such positive interaction ensures the quality of supplier’s products as 

well as the strengthen the relationship between parties.  

Laakosonen divided trust into three types, the contractual trust, competence trust and good 

will trust (Laaksonen & al., 2008). Since the contractual trust is based on the assumption that 

the supplier will perform the agreement with Lumigon. However, as Mr. Ma points out that: 

“other Qiao Xing important customers will jump into the production schedule and thus create 

the production delay. (Appendix Interview 5. P3)”. The same practice were adapted by 

Janus, thus this paper argues that the contractual trust between Lumigon and supplier is low.  
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However, the competence trust focuses on the ability of partners to implement the agreement, 

thus Lumigon had a high level of competence trust towards to its supplier, due to the fact that 

the selected supplier of Lumigon were usually the top companies within that industry. As the 

Mr. Ma stressed: “we have many choice, we prefer that the supplier will also be the 

knowledge supplier they should carry on all the engineering technology, they should know 

the process. They are probably better than us at least in their field,.. we can educate the 

supplier, we can tell the supplier what is right, but we prefer more that the supplier tells us 

what is the right and wrong. (Appendix Interview 2. P2)”. 

The goodwill trust emphasis on the intent of supplier’s execution under the agreement, 

therefore the level would be in the middle, supplier have been showed the goodwill, when its 

payment was paid in time, as Janus has been emphasis (Appendix Interview 2. P10).  

7.3.4 Level of commitment between Lumigon and suppliers 

As discussed previously organizational commitment is that the organization wants to 

maintain a value relationship, so the meaning of the commitment comes from the 

organizational perception regardless the affective or calculative view, that is important to 

keep the relationship, and to invest the established relationship to facilitate the exchange of 

information and resources (Laaksonen & al., 2008).  

As the OEM company of a smart phone supply chain tend to reduce the number of suppliers 

and establish long-term relationships with them, which in turn increases the transaction costs 

of replacement member when cooperation breaks down, therefore, in order to build a closer 

and stronger relationship, the commitment between members is essential and indispensable 

for Lumigon.  

From the Lumigon perspective, the commitment represents a guarantee of some degree of 

resource, financial or procedural support and time from both parties. it also helps Lumigon to 

indirectly eliminate the possible transaction costs, thus it create s dedicated relationships 

between upstream and downstream members. For Janus and Qiao Xing, the most basic 

purpose of the organization’s function was to ensure the customer always had a suitable 

source of supply. That could provide a continue delivery for the production, and for 

Lumigon, it is critical and need to ensure that supplier development program could bring the 

best supplier list (Lin D. , 2000), and strive to increase the efficiency and ability of suppliers 

to make sure that both long-term and short-term supply of needs of manufacturing.  
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As the facilitator’ assessment of Lambert model suggested, that both Janus and Qiao Xing 

suggest they have a high the commitment on the relationship idea, and for Lumigon argues 

that the lack of commitment from the suppliers (Appendix Questionnaire –Qiao Xing). 

However, it could be explained as that the trust level between supply chains members could 

influenced the level of commitment. Because that the appropriate relationship could be 

archived, as long as the Lumigon and suppliers are more willing to continuously cooperate 

with each other, and improve the performance to meet the desired level of other parts. 

Furthermore, for the members of supply chain, the establishment of trust is like a process of 

mutual adaptation and mutual learning, which could be considered as a manifestation of high 

commitment. The organization’s commitment contains potential risks and some degree of 

sacrifice, unless there is trust as the common background, the promises is not easy to achieve 

(Garbarino & Johnson, 1999; Lin D. , 2000; Lin Y. , 2014)  

It is clear that supply chain relationship exists between the two members to work together and 

achieve a specific goal or benefits, which often mean financial or operational performance 

(Lin D. , 2000). Long-term relationship is built though trust, commitment, and efficient 

communication among the members of the supply chain, mover over a vision for the future is 

shared (Lin D. , 2000) . 

7.3.5 Matching the relationship with the degree of commitment and trust 

The complex relationship between trust and commitment creates significant challenges to the 

success of buyer-supplier relationship, and ultimately affect company performance. In a 

highly interdependent relationship with Qiao Xing and Janus, the risk of speculative, the lack 

of coordination, and untrustworthiness was very high, and it is difficult for Lumigon to 

monitor (Appendix Interview 1. P3). As the trust can reduce the speculation, so Lumigon 

should match the right level of trust and commitment. Laakosonen divided the companies’ 

relationship into four different degrees: market based opportunistic, recruiting contracts, and 

relational contracting relationship (Laakosonen 2008).  

This paper argues that the opportunistic relationship could match with the level of 

commitment and trust between the relationship of Lumigon and Janus. The risks are caused 

by high level of investment and lack of trust between companies. Especially when Janus 

raised the question that Lumigon should honor the payment term, and even Janus made the 

mistake and do not send the invoices, as the Janus stressed: ”there was the moment that the 

distrust between two companies, and naturally, there was no good cooperation. As 
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mentioned, the time order is that Lumigon did not pay the deposit, and then we delay the 

project. (Appendix Interview 4. P11)”. 

Furthermore, with the level of commitment and trust between Lumigon and Qiao Xing, 

relational contracting is suitable, as there is high asset specificity, low bargaining conditions, 

and a high degree of trust. High level of shared trust is indispensable due to the contractual 

risks and uncertainty in the relationship. 

 

Trust and commitment go hand in hand. However, trust is the driving factor that develops the 

supplier buyer relationship and deepens the commitment that comes from both sides of the 

relationship. With the relationship growing from communication and cultural understanding 

between partners interdependence between partners tend to grow. Uncertainty is bound to 

occur, therefore the complex relationship between trust and commitment makes up for a 

crucial challenge for successful relationship harmonization and eventually the company’s 

performance in the supply chain (Laaksonen & al., 2008). 

Problems can be overcome by learning and understanding partners, through intercultural 

communication. The impact on the relationship can cause the trust and commitment to 

vanish, if communication is neglected. With increased mutual understanding through 

communication trust with be developed, the SBR’s opportunistic behavior decreases, goal 

conflicts declines and visibility toward partners’ predictable actions increases causing lower 

transaction cost (Laaksonen & al., 2008).  

 

Previously, it was already breifly mentioned with how the financial flow was delayed 

sometimes, which not only would cause a disruption in the product flow but also the 

communication flow. “So there was this 50% down payment was not paid by Lumigon, as the 

result it is rather awkward and intense tension between Janus and Lumigon” (Appendix 

Interview 4. P8). The trust between the two partners is already weaken, Mr. Shi emphasizes 

that they had a business build on business with Lumigon, “From our perspective, that in the 

supply chain we think it is important to maintain the business is the trust. And this trust 

should be built on the on-time payment. If the company want a strong support from the 

supplier, then one precondition is that the customer respect the payment on time. And keep 

the commitment, the customer will receive a full support from supplier.” (Appendix Interview 

4. P7).  
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Creating a problem endlessly for both the financial and product flow to go through, if there 

were no continuous financial flow the production of components would not start nor be 

delivered. It would then not reach the assembly factory to be fully assembled. However, it 

also displays the trust level and the commitment that the parties show for the mutual 

relationship. According to Laakosonen et. Al (2008) when looking at the level of trust and 

interdependence between Janus and Lumigon they show lack of trust but has high 

interdependency on the relationship and the supplier. Hence, Lumigon and Janus can be 

placed in the matrix where the trust level is low, as we have seen it in the challenges that the 

relationship has faced throughout some examples of situations when communicating.  

 

Hence, the importance of a cognitive understanding of cultural awareness plays a role, for a 

stable and smooth supplier buyer relationship. First, is the trust which the partners have 

experienced due to communication difficulties, Mr. Ma has expressed the frustration on the 

situation regarding the gold painting phones episode. “You see my point? When they say yes, 

in one field. But they didn't tell us. oh, we didn't know this other impact, to the other 

performance” (Appendix Interview 2. P5). In addition to how the communication was 

perceived between the partners due to cultural barriers. Po says after being confronted with 

the defects of the desired request for the design of the phone, it was not achievable “Then 

they shouldn’t say from the very beginning that they could do it they cannot promise us, they 

can do it and they couldn’t.” We didn’t understand, all of a sudden they couldn’t do it, 

because from the very beginning they say they could do it.” (Appendix Interview 1. P6). 

Which lead to misunderstandings and can weaken the trust that was initially put into the 

relationship, resulting in placing the relationship in a low trust position.  

 

Research proves that effective communication lays the foundation that supports and 

integrates other areas (Zulch, 2014). Po had emphasized the importance on open dialogue and 

honesty “The key to success with suppliers is asking them to have an open and honest 

conversation, dialogue with them. Because I told many of them. We signed an agreement with 

them, that they should be 100% honest with us, if there is any problems, tell us and we will 

help them to solve it together.” (Appendix Interview 1. P6). Trying to build the relationship, 

the trust is an important element.  
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 However, Mr. Pu points out despite the commitment that Janus had towards Lumigon when 

helping solving problems by using their knowhow “Another point is that they are biased. 

They do not believe in Chinese companies. They think they are professional… Lumigon not 

only have such fatal mistakes in critical design, but also doesn’t provide solutions when they 

receive feedback from us. As a result, once there are the problems unsolved we will not 

provide production. Lumigon finally let us mass production, in accordance with our way of 

production, they bear all the consequences” (Appendix Interview 3. P7-8). The 

communication have not been able to go through and align a common focus and efficiency.  

Mr. Shi points out the significance of the trust of agreements where “the lack of the record 

since the most communication are done orally, we had difficulties to track back. Because 

when we or Lumigon make some commitment in oral, we do not have it in record they might 

not admit made such commitment Therefore, we had to ask all the team member to keep all 

the agreement with writing record.” (Appendix Interview 4. P8-10)  

Second is the interdependency displaying how high of a dependency Lumigon have on Janus 

and Qiao Xing “We couldn’t change suppliers, because the time is too long to make a 

custom-made mobile part, it takes a very long time… I couldn’t change to another company, 

because that would at least take three to four months, extra time, and that we did not have. 

We had to push them, work with them all, or try to help them solve whatever issue there 

were.” Says Po (Appendix Interview 1. P4). This includes the switching costs so Lumigon 

shows high dependency on the supplier; it causes pressure on the relationship when the level 

of trust is rather low. As Mr. Ma states that the transaction cost for changing supplier “Very 

high, we need to invest in molding again… a new supplier will take a long time to be familiar 

with the process. let along the cost of trial and error.” (Appendix Interview 5. P5).  

 

Lumigon has an opportunistic relationship with the suppliers Qiao Xing and Janus. 

According to (Laaksonen & al., 2008) trust and interdependence model, the trust between the 

partners are low, as stated examples that were conducted from the interviews. The 

Interdependence is rather high and makes it hard for Lumigon to seek alternative suppliers in 

that market they are currently operating in. Laakosonen (2008) mentions how the high 

dependence but lack of trust can cause financial damages due to the opportunistic behavior of 

how the relationship would turn out, without investing much or committing into the 

relationship.  
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8. Value Creation 

 

Value creation in this paper is defined as the supplier buyer relationship’s payoff, the benefits 

that the relationship offers in exchange for mutual investment. Value creation leads to 

potential relational network that opens up for opportunities, offering different forms of 

resources that can be pulled as part of the company’s competitive advantage. Value creation 

can come from different sources, it can derive from tangible or intangible capabilities which 

either the supplier or the buyer processes which the other party can benefit from.  

Tescari & Brito (2016) sees relationship value as the value captured between the supplier 

buyer relationships. Relationship value can be distinguished as intrinsic value and relational 

value. Intrinsic value is the benefits and sacrifices that come along with a normal 

relationship, resources and capabilities. When Lumigon initiated a relationship with for 

instance Janus or Qiao Xing they agreed on working together, a set of standard economic 

benefits can be derived from the relationship. However, it is limited when Lumigon is 

working in an arm’s length relationship with Janus, resulting in general economic 

transactions with no sense of joint commitment or joint operations (Lambert & Cooper , 

Developing and Implementing Supply Chain Partnerships, 1996). Relationships that steam 

from intrinsic value can motivates the partners in the supplier buyer relationship to engage 

more in the partnership, that will lead to mutual benefits that translates to relational value 

creation (Tescari & Brito, 2016).   

Relational values are resources that are beyond the company’s frame, which are unique in a 

way that is obtained through the length of the relationship that generates and contributes 

developments of a certain characteristics. Relational value lead to a closer collaboration 

between the supplier and buyer will promote the quality of the supplier buyer relationship. 

Allows companies to achieve success and benefits to members of the supply chain. 

Additionally, leading to improved assessment and potential productivity, social transactions, 

where commitment, honesty and trust reduce uncertainty between partners, honesty overrules 

suspicion, which strengthens the relationship leading it to an increase of value within the 

bond. More so, joint product development and logistics improvements increase the efficiency 

for both partners (Tescari & Brito, 2016).  

Lumigon do gain access to for instance Qiao Xing and Janus pool of resources. The first pool 

of resources is their suppliers and network. Meaning they introduce Lumigon to other 
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component suppliers for certain customized parts. Allowing Lumigon to obtain a bigger 

network, this goes back to the way how it is culturally perceived, Mr. Shi from Janus explains 

“Yes, sometimes we do introduce. We will pull the suppliers from our resource pool to better 

assist our customer. We do provide more value added activities. We will not charge. In 

China, a lot of resources are free to share. Especially with the very personal resource that 

will not create the cost to our companies” (Appendix Interview 4. P4).  

What Janus and Qiao Xing does, is investment in the relationships with Lumigon, according 

to (Hofstede Insights, 2019) Chinese have a strong will to grow and stick to achieve long-

term results. Possibilities for a network of relationship that can be leveraged and use the 

resources for the company’s competitive advantage (Tescari & Brito, 2016). Additional Qiao 

Xing does also help with knowledge sharing with advice, suggestions regardless of if the 

problem is within their expertise (Appendix Interview 4. P2). 

Lumigon also benefits from Qiao Xing, in the aspect of human resources and the professional 

knowlegde Janus can provide within their field (Appendix Interview 3. P7).  Mr. Pu from 

Janus explains that their connection with Lumigon was established through Qiao Xing. “As a 

Danish design company, the resources were limited for them, thus Qiao Xing will offer our 

connection to Lumigon, to introduce couple of potential suppliers, so Lumigon and Qiao Xing 

could assess these suppliers capabilities together, because the a big proposition Lumigon 

components is customer made, thus it is important that these suppliers are very capable” 

(Appendix Interview 6. P1).  

Qiao Xing and Janus is already working in a close relationship. Their value creation is where 

“the benefits obtained by the parties increase over time, thereby leveraging the 

representativeness of the relationship within each other’s business, which consequently 

results in greater value capture” (Tescari & Brito, 2016, s. 6) creating a centralized 

partnership between all three companies, working towards a represent sources of competitive 

advantage that can make Lumigon’s supply chain stronger.  

More so, Qiao Xing has enabled possibilities to Lumigon “Well, there are a lot of recourses 

that we could not get on hold without the Qiao Xing. So through Qiao Xing, we are able to 

get new technology and new innovation,” says Mr. Ma (Appendix Interview 5. P2). This is a 

small example on advantage that has come with dedication to the SBR however, as Tescari & 

Brito (2016) ; Leuschner & al., (2013) states that trust, commitment and long term orientation 

is a requirement for this kind of strateic connection. The effects of a efficient collaboration 
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reflects in the value creation of the supplier buyer relationship. Given that buyers and 

suppliers can track the performance imprevements accordingly to how much value the 

partners intend to obtain from the SBR. 

Exploring an example of relational value Qiao Xing’s specialty is manufacturing however, 

they acquired new skills and more production experience through cooperation with different 

customers (Appendix Interview 3. P7) when the collaborations exceed beyond simple 

transactions and take one-steps further to grow and develop the suppliers, it will lead to 

relational value creation.  

 

Figure 19, Source: Own Creation displaying the social relations impact on SBR performance 

The fundamental social relation that affects the supplier buyer relationships are the culture 

that dictates the way humans act, feel and view the norms, values in society. While the 

communication acts as the medium between relationships holding everything together like 

glue. However, culture affects the way people communicate.  

Recent studies argue failures of some multinational businesses where based on three 

significant factors according to Beckers & Bsat (2014).  

 

-  Lack of intercultural skills and capability  

- Failure to communicate effectively in a global setting  

- Failure to apply the appropriate etiquette in business negotiations. 

 

Previously, the intercultural communication between Lumigon and their supplier have shown 

to meet challenges, conflicts, miscommunication, increased cost in regards of the “gold 
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painted phone”, increase in uncertainty etc. due to cultural filters and different perception of 

signals. Overcoming intercultural challenges, is important to equip actors in the relationship 

with the right tool. 

“Individuals much be competent in verbal and nonverbal behaviors intercultural 

communication skills require message skills, behavioral flexibility, interaction management 

and social skills.” (Jandt, 2001, s. 44) 

Trust and commitment is affect by the communication and culture, depending on how the 

relationship did it will reflect the trust and commitment in the supplier buyer relationship. 

With the delayed payments and misunderstandings. “And this is also our first assumption is that 

customer from Denmark should respect the payment in time. ”The trust and commitment is 

expected to decline between Lumigon and their suppliers due to these kinds of situations, that 

puts both partners in a hard spot. “From the trust perspective, all the members in the supply 

chain should commit towards one goal, thus Lumigon should actively fulfil the agreement. 

For this case, it had a very negative impact on the cooperation” (Appendix Interview 4. P7).  

Janus compares Lumigon to how “the Japanese customers they grow the supplier to have the 

capability in the event that the supplier is not quailed. They will oversee the entire 

process..”(Appendix Interview 4. P7). Adding that Japanese companies understands that the 

supplier’s competitive advantages steams from continuous improvements following the 

Japanese philosophy called Kaizen suggesting that emphasis should be on fixing or 

modifying problems before they develop (Colenso, 2000).  “The buyer is very important in 

the supply chain, because the success and failure of a supply chain to compete depends on 

the buyer... A healthy supply chain should ensure that all the members benefit from the 

market. And for us, it is important to introduce the product to the market with a very high 

volume” (Appendix Interview 4. P7).  

When suppliers develop with the buyer, it can be a great knowledge for the companies that 

are in the relationship to achieve and create relational value. Nevertheless, it seems like 

Lumigon and their suppliers are still not at the stage where they can reach a supplier buyer 

relationship that provides these relational values and benefits. “There was the moment that 

the distrust between two companies, and naturally, there was no good cooperation. As 

mentioned, the time order is that Lumigon did not pay the deposit, and then we delay the 

project”(Appendix Interview 4. P8) 
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Practices that support the common activities for strengthen, the relationship Lumigon would 

have to focus on goal setting, supplier audits, supplier training, and performance 

measurements. (Kasim & Al., 2012).  

Authors argues that communication, culture and cross functional orientation are the key to 

development and associated with integrated SCM that a significant factor for successful value 

creation in an integrated SCM practice seen from a collaborative point of view (Paulraj & al., 

2008; Mello & Stank, 2005; (Kasim & Al., 2012).  

Concluding that effective communication, appropriate culture and cross-functional team are 

fundamental for encouraging value creation. Due to effective communication will lead to 

proper supply chain structure and governance, resulting in the best way of success. Along 

with cultural practice that supports value creation for the supply chain and with challenges 

that might occur in the supply chain, which can be overcome by having a cross functional 

orientated team that can provide the required responsive action to solve the problem (Kasim 

& Al., 2012). 

8. Discussion  

8.1 Summary of analysis  

As the finding showed from the analysis, Lumigon start making the smartphone with the 

mission of creating products that are unique in design, innovative and functional. However, 

with the constant delay of the very first smartphone showed that there was potential issues 

with getting the product that ready to sales. As the result that the Lumigon T2 was released as 

the first Lumigon smartphone that is available to the market. And the T3 followed by the T2 

that made the noise on the smartphone market,, however due to deficit kept growing from the 

past seven years of operating, the total amount hit 140million kr, with this huge financial 

burden, Lumigon announced the bankrupt at 31st of august 2017.  

The supply chain of the Lumigon was broadly based overseas, especially the majority of the 

supply chain members are located in China. The Lumigon smartphone in the design phase 

was heavily relied on the independent design house of HTT, which is a critical supplier that 

was not covered by this paper.  And during the prototyping phase, the Qiao Xing and Janus 

were strategic supplier to the success of the entire supply chain.  
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Thus, the findings of the how intercultural supplier-buyer relationship was based upon on the 

relationships between Lumigon and Qiao Xing; as well as the Lumigon and Janus. As the 

analysis concluded, the suitable relationship between Lumigon and two case supplier are 

different. According the assessment of the drivers and facilitators, the relationship between 

Lumigon and Qiao Xing could be categorized as type II. The motivation of Lumigon and 

Qiao Xing had a high level of motivation to develop a closer relationship, however with the 

level of facilitator suggest that environment of Lumigon and Qiao Xing is not supportive. 

Furthermore the finding suggest that the relationship between Lumigon and Janus could be 

regard as type I, where the motivation of both companies to develop a relationship is 

moderate, and with low level of supportive environment.  

Furthermore, our finding suggest that Lumigon and Qiao Xing relationship would be 

potential facing the supplier rigid issue that the Qiao Xing is too familiar with the Lumigon 

product, and thus lack of the flexibility. As for Lumigon and Janus relationship, our finding 

suggest that Lumigon should be aware of the supplier opportunistic behavior.     

Our findings suggest that communication, trust, commitment and culture dictate what type of 

relationship supplier and buyer construct. Type of relationship will lead to a different 

transactions or social relations. Understanding the social factors can help the relationship to 

position the partnership into a relationship (Lambert & al., Developing and Implementing 

Supply Chain Partnerships, 1996). The result of relationship supply chain members strive for 

are the trade off a close and long term collaboration.  

Social relations are the underlying factor that drives the act and responds, when forming 

relationships. The importance of how Lumigon can strengthen their supplier buyer 

relationship through the understanding social relations. Can affect the choice of relationship 

development and affect supply chain performance 

Problem and issues of Lumigon supply chain  

During the analysis of the Lumigon case, our paper discovered the several issues that 

Lumigon supply chain raised. In this section, we will explain in details, and the solutions 

should be offered in the conclusion.  
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Financial burden  

As the cash flow of Lumigon is based on the constant investment from the investor, such as 

the 30million kr cash injection in 2015. Thus is create an uncertainty of the financial security 

of the Lumigon. This raised the concerns with Qiao Xing as the sourcing platform company 

for Lumigon. This practice is that Lumigon place the order to Qiao Xing, and the order on 

behalf of Lumigon, Qiao Xing issue to the specified Chinese domestic supplier. And for the 

payment-terms that is 30% in advance when a purchasing order is issued, and remaining 

balance should be paid 30days after Lumigon received the goods. There were two financial 

burden that Qiao Xing were bare. First, the balance payment that Qiao Xing paid to the 

supplier at the time Qiao Xing received the goods, thus Qiao Xing is paying the supplier in 

advance. Further, Qiao Xing only get paid when the goods arrived at Lumigon warehouse 

30days after, thus the inventory burden was passed to Qiao Xing from Lumigon.   

When should supplier engaged in the project?  

The Lumigon supplier selection is based upon on the fact that the supplier is more 

knowledgeable then Lumigon, thus Lumigon could reply on the supplier competence to 

create the ideal product.  

However, this approached was challenged in the real life practice. Janus as the structurally 

components manufacturer, and Qiao Xing as the assembly factory was not engaged during 

the development phase, which was mainly designed by the Lumigon and HTT. Because of 

fear for the information would be leaked. Qiao Xing and Janus was not included during the 

development. The issues was discovered by the Janus and Qiao Xing afterwards, which 

Lumigon was hoping to rely on the supplier’s know-how to solved the issue. However, 

suppliers argued that they should engaged in the early phase of development. The dilemma of 

when the supplier should be engaged become the critical issues.  

8.2 Best practice approach for buyer-supplier relationship building 

The analysis of this paper was conducted by the thesis framework, aiming to understand how 

a buyer-supplier relationship could influence the supply chain performance. In this context, it 

become clear that not all the possible factors and variables that could affect the outcome of 

finding is included, which lead that our framework might not be able to apply to all the future 

cases on the buyer-supplier relationship development and implementation, the evaluation of 

the influencing social factors, and the supply chain performance.  
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Lambert suggest that a suitable relationship between the buyer and supplier is influenced by 

the internal motivation factors, as well as the external facilitators. Internal motivator that 

could go under the social factors as well. Furthermore, lambert argues that the type of the 

relationship could be reflect on the business components integration. The higher level of the 

business activities integration the closer level of relationship that companies will achieve. 

However, the Lamber’s model missing the social factors that influencing the internal 

motivation, and external environment. Furthermore, the other limitation of Lambert is that 

supply chain outcome was not specified.  

The second step of the paper framework is to look into the different social factors that 

influencing the relationship. With reference to Laakosonen, the degree of trust and 

commitment could be match with the type of relationships. The higher level of trust between 

supply chain members could have positive impact on the willingness to develop a 

relationship, and the higher level of trust could result a higher level of commitment among 

the supply chain members.  

Our findings suggest that communication, trust, commitment and culture dictate what type of 

relationship supplier and buyer construct. Type of relationship will lead to a different 

transactions or social relations. Understanding the social factors can help the relationship to 

position the partnership into a relationship (Lambert & al., 1996). The result of relationship 

supply chain members strive for are the trade off a close and long term collaboration. 

Social relations are the underlying factor that drives the act and responds, when forming 

relationships. The importance of how Lumigon can strengthen their supplier buyer 

relationship through the understanding social relations. Can affect the choice of relationship 

development and affect supply chain performance.  

Other studies such as; (Horvath, 2001) explores the supplier buyer relationships that 

contribute value to the supply chain. (Lambert & al., 1996) process for relationships are 

developed and managed in the most beneficial. (Kim & Choi, 2015) explores the 

relationships that supplier buyers can have and what strategies should be considered. (Dyer & 

Singh, 1998) Different forms of inter organizational relationships that can gain competitive 

advantage. 
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Best practice of buyer-supplier relationship model  

 

 

Figure: Illustration the best practice for buyer-supplier relationship 

 

The best practice for buyer-supplier relationship demonstrated. In order to apply the 

framework, it is important to follow two arrows. The first arrows showed the integration from 

individual companies to the supply chain, and the second arrows showed how the buyer-

supplier relationship interdepends. The social relations focus on the commitment and trust of 

individual company, and the communication and culture focus not only the individual 

company, also how it influences the other members. Further, the social relationship decides 

that the best and appropriate relationship between the supply chain members. Moreover, each 

type of the relationship could have the trade off, thus the potential challenges lie ahead. The 

supply chain performance as the outcome of the relationship could gain the competitive 

advantages for the entire supply chain.  

Findings in the case of Lumigon A/S were appealing due to suggesting that the type of 

relationship companies have determines a supply chain’s longevity and success.  
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9. Conclusion  

Our thesis set out to investigate the intercultural supply chain relationship in the smartphone 

industry, thus the purpose of thesis should be able to answer our research questions: How 

intercultural supplier-buyer relationship affect the supply chain performance, a case study of 

Lumigon A/S?” 

According to paper’s finding and discussion, the affection of the intercultural supplier-buyer 

relationship could be divided into three aspect, the social factors, construction of relationship, 

and the value creation.  

From the development and implementation perspective, the relationship between Lumigon 

and supplier were identified. The type I relationship for Lumigon and Janus, and type II 

relationship for Lumigon and Qiao Xing. As the relationship could have the benefits of 

improving the asset and cost efficiency, reduction of inventory level, market advantage, and 

profit improvement. However, if the companies are compatible within the following area, 

corporate compatibility, management philosophy and techniques compatibility, mutuality, 

and symmetry, the development of the relationship will be smoother.   

After the determination of the type of the relationship, the paper analysis business activities 

integration between different companies, which reflect the relationship that Lumigon and 

supplier, had in practice. The paper further argues that these business components have the 

direct impact on the supply chain performance.  

Our conclusion showed that the joint planning is regularly scheduled. There were some level 

of joint operating controls, the risk and rewards sharing is missing in the among the supply 

chain. The govern style is the main type pf contract. The scope of Lumigon business was only 

a small fraction of supplier’s total business. Furthermore the specify asset from Lumigon 

towards supplier is medium. In addition to the above, the type of relationship could propose 

the challenges as well, thus Lumigon should have aware of the Qiao Xing’s rigid behavior, 

and Janus’s opportunistic move.   

The social relations proposed other aspect that influence the supply chain performance, thus 

this paper finds that the trust could affect the Lumigon’s behavior towards the suppliers, and 

the higher level of trust could increase the higher level of commitment. The higher level of 

trust and commitment could result a closer relationship, further influence the supply chain 

performance.  
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Managerial recommendations  

From the previous discussion section, the paper identified some questions that Lumigon was 

facing. Thus in this section, paper is trying to offer the managerial recommendations to these 

issues. The paper acknowledges that the proposed recommendation could be difficult to 

follow in practice.  

- Lumigon could create a common platform or system to share the financial information 

or the inventory level. Qiao Xing would then have a better understanding towards the 

different situations.  

 

- Lumigon could have engaged with Qiao Xing and Janus at the development stage, so 

that the supplier’s knowledge could contribute to the project, avoid the extra costs 

during the production stage. The fear of information leaking could be solved by 

increasing the trust between Lumigon and suppliers.   

 

- Increasing in trust, goes back to the importance of incorporate the understanding of 

intercultural understanding through workshops and active communication in cross 

cultural work environments. To achieve closer and more trustworthy relationships.  

 

- Leadership style do matter a lot for an organization. It could be focused on because it 

reflects how it affects the way of culture in a company.  

 

- Lumigon could also focus on the understanding of communication styles, 

incorporating rules for their own company for appropriate behaviour, disciplinary 

action Supply chain governance  

 

Limitation of the study: Including other complementing factors to gain relational benefits 

from supplier-buyer relationship. Finally, future studies, we suggest to look into supplier 

buyer governance and social relations could contribute to a successful relationship.  
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