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ABSTRACT

This study explores the impact of cultural resembéaon the management control system
(MCS) of supplier relationships. Although MCSs aomtingent on situational characteristics
and this contingency fit is associated with goodfgrenance, it remains unclear whether
cultural resemblance between manufacturer and suppbntributes to the speed of MCS
change, so that temporary misfits due to changiraymstances are less likely to occur. To
illustrate this effect of cultural resemblance orC$! dynamics, we perform a twofold
longitudinal case study of similar automotive mamtdirer-supplier relationships that differ
with respect to cultural resemblance. Findings stiwat in case of high cultural resemblance,
the speed of increasing the level of managementraois higher. That way, upcoming
contingency changes are appropriately anticipagedrbincrease in the level of management
control, already before contingencies actually geanConsequently, a MCS misfit and
potential decreasing operational performance aoéad. Oppositely, in case of low cultural
resemblance, adjusting the MCS to changing circantsts requires more time. This leads to
a temporal MCS misfit that contributes to escatatiperational difficulties, until the MCS is
changed. Furthermore, the case data show threeamisols by which cultural resemblance
enhances management control according to earlretinfys in the literature: increased
communication on the initiative of the supplier,oper information exchange and trust
enhancing signals. Finally, our findings show thila¢ manufacturer influences supplier
decision making to install a manager of the martufac's choice and that way influences the

supplier’s culture.

Keywords: Management control; Trust; Performance; Orgaromati culture; Competing
Values Framework; Supplier relationships; Manufdaoty Contingency theory; Case

research; Automotive



INTRODUCTION

This study explores the impact of cultural resembéaon the management control of
supplier relationships. Management control systéM€Ss) are contingent on situational
characteristics and this MCS fit is associated wgtod performance (Donaldson, 2001).
Consequently, it is worthwhile to investigate vates that influence the speed of MCS
change, so that temporary misfits due to changingumstances are less likely to occur
(Kamminga & van der Meer-Kooistra, 2007; van Veearkg 2006). Since the buying firm’s
MCS is the material artefact of its underlying argational culture (Rousseau, 1990),
organizational culture might be such a variablerfidan & McKinnon, 1999). Yet, despite
calls for further research on the role of this abke in MCS design, studies on organizational
culture, especially in inter-organizational relasbips (IORs), are scarce (Chenhall, 2003;
Scheytt & Soin, 2006; van der Meer-Kooistra & Vdesan, 2000). This paper aims to fill
that research gap. In particular, we focus on #wek to which a supplier’s culture resembles
the buyer’s culture. In strategic alliances, c@tufifferences between interacting parties may
negatively influence performance (Dekker, 2004jalmd, 2002; Kale et al., 2000). Yet,
whether this influence is associated with an immpactMCS dynamics remains unaddressed.
Therefore, the aim of this paper is to illustrateether the degree of cultural resemblance
between buyer and supplier affects the MCS fitrimes of changing contingencies.

To that end, we propose a theoretical contingeraapéwork, set up from the position
of the buyer. First, this framework visualizes #gsociations between contingency variables
influencing risks, and management control techrsqgeverning these risks (Das & Teng,
2001; Dekker, 2004). Second, the framework inclutles dynamic association between a
contingency fitted MCS and operational performa(i@enaldson, 2001). More specifically,
we propose that if a supplier is incapable of aepWith changed contingencies, a misfitted
MCS temporarily aggravates performance, until th@Svis changed towards a design fitting
the changed contingencies and risks and therefontributing to performance. Third, the
framework represents the impact of supplier cultteaemblance on the MCS. Provided that
we take on the position of the buyer, this variabldefined as the degree to which a supplier
culture is hierarchical or developmental and redemla developmental buyer culture.
Whether an organizational culture is hierarchical developmental depends on the
organization’s preference for the values contrabue flexibility and external focus versus
internal focus of the Competing Values Model (Quii®88; Quinn & Kimberly, 1984;
Quinn & Rohrbaugh, 1983).



Supported by this conceptualization of organizatiamlture, we propose that supplier
cultural resemblance is associated with a MCS theinges fast enough to fit changed
contingenciesind that way contributes to operational performance

We study this proposition for supplier relationsairiess studied phase of the supply
chain, namely manufacturing (Cooper & Slagmuld@)4£ Langfield-Smith & Smith, 2003;
Scannell, Vickery & Drdge, 2000). As organizationalilture is found to affect the
management control of outsourceerviceproviders (van der Meer-Kooistra & Vosselman,
2000), we propose that this variable also impdwsMCS of suppliers performing outsourced
manufacturing activities More specifically, this paper presents a twofaliddepth
longitudinal case study of “manufacturer-supplielationships” (MSRs) between a Volvo
Cars facility (VCG) and two of its high value-addedt-in-sequence module suppliers, that
are similar except for the degree of cultural rdsiamce to VCG. Case research is strong in
illustrating the impact of MCS fit on performandeecause it allows studying an extensive
MCS of individual supplier controls (Ittner et a@l999; Dekker, 2004). As culture needs to be
observed more than measured (Schein, 1996), astadg makes it possible to move beyond
static quantitative cross-sectional studies andloegp the dynamics of MCSs and
organizational culture in all its richness (Baskiéry 2003; Harrison & McKinnon, 1999;
Henri, 2006). To structure and interpret the lamgjihal data in relation to our theoretical
framework, we use the temporal bracketing and masaesearch methods (Rowe, Birnberg
& Shields, 2008). Finally, the automotive indussits our case research, because that sector
is characterized by high levels of component outsag and extreme competitive pressure.
As a result, manufacturers initiate continuous vpment projects with suppliers, which
require appropriate MCSs to organize and managediagion (Alford, Sackett & Nelder,
2000; Carr & Ng, 1995; Scannell et al., 2000).

The case findings confirm our theoretical propositby illustrating the impact of
resembling organizational cultures on the timing MCS changes and hence the fit-
performance association. In case the suppliersi@ilresembles VCG’s culture, upcoming
contingency changes are appropriately anticipatethtreased management control, before
the contingencies actually change. Consequently)JGE misfit and potential decreasing
operational performance are avoided. Oppositelhafsupplier’'s culture differs from VCG’s
culture, adjusting the MCS to changing circumstan@guires more time. This leads to a
temporal MCS misfit that contributes to escalatopgerational difficulties, until the MCS is
changed.



Furthermore, the case data show three mechanismghlph cultural resemblance
enhances management control according to earliainfys in the literature: increased
communication on the initiative of the supplier,oper information exchange and trust
enhancing signals. Finally, one of the MSRs showegekry specific management control
technique, namely deliberately influencing supptiecision making to install a manager of
VCG'’s choice and that way influencing the suppseculture. As these findings benefited
from conceptualizing organizational culture via tBempeting Values Model, our study
demonstrates the usefulness of applying this mbmtetiescribing organizational culture in
gualitative studies (Bhimani, 2003).

The remainder of this paper is organized as folldwshe second part, we provide a
thorough literature study to explain and motivabe tresearch question. The third part
proposes a theoretical contingency framework, wigjgides the case analysis. In the fourth
part, we briefly discuss the details of the cas¢howology. The fifth part forms the actual
case study and describes how VCG’s MCS on two neoduppliers evolved during periods
of changing contingencies. In the sixth part, wecdss these findings. Finally, we conclude
this paper by summarizing the main findings andhliggpting some avenues for further
research.

LITERATURE STUDY

Organizational culture is important to the businessimunity, because it affects all
aspects of organizational interaction, intra-orgational as well as inter-organizational
(Henri, 2006). On the one hand, enhanced globa&lizanade companies develop multi-
national operations in offshore entities with diéfiet cultures (Chenhall, 2003). On the other
hand, increased global outsourcing made every @stablish relations with suppliers from
different countries with different organizationalltures (Harrison & McKinnon, 1999).
Consequently, better cultural understanding resudtsbetter supply chain performance
(Whitfield & Landeros, 2006). Nevertheless, resbairto organizational culture has been
limited, so that this variable is very promisingstady (Chenhall, 2003).

Culture is often defined as the shared valuesetseind assumptions that shape and
guide social systems and communication processe®ifgy 1985). Prior research, mainly
focusing on the difference between US and Asiamuces, found that differences in these
values impact characteristics of MCS design, like degree of formality in monitoring and
evaluating (e.g. Snodgrass & Grant, 1986; Ueno & WRO3; Vance, McClaine, Boje &
Stage, 1992). Like national culture, organizationdture refers to shared values, beliefs and



assumptions in organizations that shape and guiteah behaviour and its artefacts
(Zammuto & Krakower, 1991). These artefacts arevialble structures and procedures that
result from a firm’s culture, such as the MCS (Rem#, 1990; Scheytt & Soin, 2006).
Consequently, organizational culture influencesdésign and use of formal (or mechanistic)
management controls (Chenhall, 2003). For exantpénri (2006) finds that firms of the
flexibility dominant culture type use more perfommea measures and use these measures to
focus organizational attention, support strategicislon-making and legitimate actions to a
greater extent than firms of the control dominanituwre type. Also informal (or organic)
controls are affected by organizational culturesaoese these controls are grown out of shared
values and norms that are shaped by frequent attena meetings and management attitude
(Merchant, 1998; Ouchi, 1979). For example, trygiears higher in firms of the flexibility
dominant culture type than in firms of the contloiminant culture type (Ellonen, Blomqvist
& Puumalainen, forthcoming).

Given that a manufacturer's MCS on a supplier fecaéd by the manufacturer’s
culture, the supplier's culture, in particular tthegree of resemblance to the manufacturer’s
culture, might impact the functioning of the MC8dications for this proposition result from
prior alliance research. Indeed, studies found thdtural differences make an alliance
difficult or impossible to manage (de Rond, 2003hi& & Lui, 2005). Conversely, shared
values positively influence the level of trust beem alliance partners (Gulati, 1995; Luo,
2002). Furthermore, cultural differences betwediarate partners may negatively influence
performance (Dekker, 2004; Ireland, 2002; Kalelgt2D00). Yet, these results all relate to
organizational culture effects in (strategic) altas. Hence, the effect of organizational
culture on MCS design in other types of IORs, IM&Rs, remains unaddressed (Chenhall,
2003; Scheytt & Soin, 2006). Nevertheless, also BI8Ruire an appropriate MCS design, on
which organizational culture has an important dffehich justifies further study (van der
Meer-Kooistra & Vosselman, 2000). Furthermore, ppaftiance research addressed the effect

of cultural differences on MCS design and perforoeaseparately. However, MCS design

! By defining a company’s MCS as an artefact ofdtganizational culture, we consider culture andibrio be different, yet related,
constructs. However, some scholars look upon orgéinnal culture differently, namely as part of MES. For example, Merchant (1998)
speaks otultural controlto refer to a specific type of management conbuwilt on the organizational culture and similamtioat Burns &
Stalker (1961) describe asganic control Nevertheless, the influencing role of organizagiaculture on management control, as defined in
our paper, is widely accepted. Chenhall (2003)ef@mple, defines culture, both national and omgitnal, as an important contingency
variable influencindoth organic and mechanistic contrptsesides inter alia technology and strategy. Alspirical studies like Henri
(2006) and Ellonen, Blomqvist & Puumalainen (fodiméng) on the impact of organizational culture oanagement control, consider these

constructs separately.



also affects performance, depending on the degfeéit mn situational characteristics
(Donaldson, 2001).

More specifically, contingency theory proposes thafit of the MCS design and
situational contingencies, such as task uncertanty environmental uncertainty, results in
higher operational performance, whereas a misfitafises performance (Donaldson, 2601).
Although this association forms the underlying asggtion of contingency studies on inter-
organizational MCSs (Dekker, 2004; Kamminga & vam Weer-Kooistra, 2007), empirical
evidence on the validity of this assumption is tedi Furthermore, there is little research on
variables that influence the speed of MCS changé¢hat temporary misfits due to changing
circumstances are less likely to occur (van Veelk€)i2006). Yet, this research is justified,
as a MCS misfit and associated decreasing opestiparformance might harm any
manufacturer, until the misfitted MCS is changedaaods a more appropriate design (Dekker,
2004; van Veen-Dirks, 2006). Therefore, any marnufac is interested in variables
contributing to the avoidance of such a performatheerease by preventing a MCS misfit.
Organizational culture, in particular the degree soifpplier cultural resemblance to the
manufacturer’s culture, might be such a variable thuits impact on the functioning of the
MCS (Harrison & McKinnon, 1999). Hence, further dyuis required on what role
organizational cultural resemblance plays in theSMit-performance association (Harrison &
McKinnon, 1999; Henri, 2006).

The preferable method for such research is an pthdgualitative case study, for three
reasons. First, the relationship between MCSs agdnizational culture can not be depicted
as a simple matter of cause and effect (Henri, 2@afheytt & Soin, 2006). Second, case
research copes with two important concerns on mmoounting studies using Hofstede’s
(1984) values (Baskerville, 2003; Chenhall, 2003rri$on & Mckinnon, 1999).0n the one
hand, Hofstede observes culture from the outsideiclw challenges mainstream social

sciences that try to understand culture by beirthimi On the other hand, Hofstede’s value

2 This paper uses Donaldson’s (2001) categorizati@ontingency theory elements. As a result, cudgassumes a contingency approach
to fit instead of a congruence approach, whichhacevery different approaches to fit with respecttte link between fit and performance
(Gerdin & Greve, 2004). More specifically, the camgnce approach assumes that a MCS fit on contiiegis the result of a natural
selection process. Consequently, only the besbpeifig firms survive and are therefore observabbng point in time. As there are no low
performers, the congruence approach has no iniertg link with performance. The contingency aggmh, however, assumes that both
high and low performers exist, because more ordessessful MCS fits occur for extended periodsnoé. Hence, the goal of the
contingency approach is to study performance fatitas that depend on the interaction between t8& Mnd its situational contingencies
(Gerdin & Greve, 2004; Luft & Shields, 2003).

3 Although previous accounting studies used Hofstediges to measure national culture, we arguethieatoncerns mentioned here are

valid for any study on culture, including organieatl culture.



dimension conceptualization does not allow anclgoh culture in time, so that dynamics
remain unexplored. Consequently, more qualitatesearch is called for that moves beyond
static quantitative cross-sectional studies andloegp the dynamics of MCSs and
organizational culture in all its richness (Baskiéry 2003; Harrison & McKinnon, 1999;
Henri, 2006). Third, prior survey research on th&eni-organizational MCS fit-performance
association was unable to study extensive MCSs fwitnal and informal control techniques
on individual suppliers (Anderson & Dekker, 2008nér et al., 1999).Consequently, more
case research is called for that investigatesagssciation in practiceAs we are not aware of
any case study that investigates the associatietvgelen organizational culture, MCS design
and performance in MSRs, our paper answers bo#ares calls by means of an in-depth

longitudinal case study of two MSRs.

THEORETICAL FRAMEWORK AND RESEARCH PROPOSITION

To illustrate the impact of organizational culturakemblance on MCS dynamics in
practice, we propose a theoretical contingency émmork for supplier relations in the

manufacturing phase of the supply chain, whichlmafound in figure 3.1.

Insert Figure 3.1 About Here

On the left hand side of the framework we includgmpier cultural resemblance,
which represents the degree to which the supplienlture resembles the manufacturer’s
culture. Despite our in-depth qualitative case tudur research requires a model of
organizational culture to effectively compare twdteres and assess the degree of cultural
resemblance. Therefore, we conceptualize orgaarzticulture by means of the Competing
Values Model (CVM) (Quinn, 1988; Quinn & Kimberl¥984; Quinn & Rohrbaugh, 1983), a

model suited for representing organizational celtiHoward, 1998) and used in earlier

“ Ittner et al. (1999) and Anderson & Dekker (208&idy and find the MCS fit-performance associatignmeans of a survey. Yet, both
surveys only investigate a limited set of manageroentrol techniques. Ittner et al. (1999) focussapplier selection and monitoring, the
latter being captured by supplier certification &ace-to-face contact. Anderson & Dekker (2005klabformal management control in the
form of the supply contract. Moreover, both stugieknowledge the limitation of only reflecting aage inter-organizational practices
instead of closely examining individual supplientrols.

5 The only case studies looking into the fit-perfamoe association are van Veen-Dirks (2006) andkil&ik2002). Yet, van Veen-Dirks’
(2006) study on the alignment between productionrenment characteristics and MCS design remaitisinvthe boundaries of one
organization and is based on complementarity th&@opversely, Heikkila (2002) does study IORs, foatises on customer relations; in
particular the demand chain structures that fitBjgecustomer situations.
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accounting studies of Bhimani (2003), Dunk & Lys¢f©997) and Henri (2006). Despite its
limited use in management control research, thislehds appropriate for organizing and
interpreting a wide variety of organizational pher@ma, such as values, organizational forms
and decision-making effectiveness (Quinn & Kimbgfl984). Hence, it must be clear that we
do not use the CVM to quantitatively measure orgaional culture, but to represent
organizational culture, while taking into accoustrichness and dynamics via case research.
That way, we follow Bhimani (2003), who first deibas a cultural change programme and
new process based target costing system qualitgtive. based on interviews and archival
data, and later interprets these findimggerms othe CVM.

In essence, the CVM assumes that different orgaore cultures do not result from
different sets of values, but from different emmsasn a limited set of values. These values
are grouped in two dimensions with two competintues at the poles. These dimensions
should not be interpreted as a dichotomous sptilvéen the values at the pole, but as a
continuum of these values (Henri, 2006). The ftghension consists ofontrol versus
flexibility and represents a firm’'s preference for controfbifity and order versus a
preference for flexibility, change and spontaneithat way, it involves a continuum from
mechanistic to organic processes (Quinn, 1988)e second dimension comprisegernal
focusversusexternal focusand represents the continuum of a company’s focuactivities
occurring within the firm versus outside the firrAn internally-oriented firm expends
resources to optimize existing operational equipnserd practices. An externally-oriented
firm, on the other hand, scans the environmenssess relative strengths and weaknesses vis-
a-vis competitors, suppliers and customers, andemathanges to the firm accordingly
(McDermott & Stock, 1999). The two dimensions résul four types of organizational
culture: hierarchical (control & internal focus)rogp (flexibility & internal focus),
developmental (flexibility & external focus) andiamal (control & external focus). As each
type is an ideal, a firm has a combination of défé cultures, although one type may be
dominating the others (Quinn, 1988; Quinn & Kimlgerl984; Quinn & Rohrbaugh, 1983).
Therefore, we refer to the notion dbminant typein order to capture thposition of an

organization in the CVM (Henri, 2006). For exampém organizational culture of the

5 A similar distinction is made with respect to mgement control (Burns & Stalker, 1961). In partiyl'mechanistic controls rely on
formal rules, standardized operating proceduresramithes”, while “organic systems are more flegillesponsive, involve fewer rules and
standardized procedures and tend to be richertai @henhall, 2003, p. 131-132). Hence, the MC8rghnizations with a control culture
is likely to be characterized by a strong emphasisechanistic formal controls, while the MCS afamizations with a flexibility culture is

likely to be characterized by a strong emphasierganic informal controls (Henri, 2006).
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hierarchical dominant type most closely resembites hierarchical ideal type because of a
large focus on control and internal activitieand only a small focus on flexibility and
external parties. That way, trominant typepositioning makes it possible to compare
organizational cultures that are qualitatively sddrrom the inside instead of measured from
the outside. A second advantage ofdbeninant typgpositioning is the possibility to integrate
cultural dynamics. As the value dimensions are inootns, a change in culture can be
modelled as a change in dimension positions arfdfafsom one dominant type to another.
Yet, as the dominant type terminology would ovedl@arr argumentation, it is dropped in the
remaining of this paper. Still, all organizatioralltures should be interpreted as dominant
types.

Despite the clear advantages of qualitative reseanentioned previously, this
methodology limits a full study of the CVM. More esgfically, a twofold supplier
relationship study of a single manufacturer corffim@r investigation to two culture types.
The first one is the manufacturer’'s culture, whie second one is a substantially differing
supplier culture, of which the influence can betcasted to the influence of a resembling
supplier culture. As a qualitative study benefitesinfrom cases diverging as much as
possible, a comparison between two culture typ#eratig on bothvalue dimensions seems
most suited. Consequently, the most appropriate peoisons are hierarchical versus
developmental and group versus rational. From theseparisons, the one between
hierarchical and developmental culture already destrated its ability to shed more light on
different perceived success of a new managemepuatiog system in the study of Bhimani
(2003). Therefore, we opt for the same two cultypes, of which the developmental type is
chosen as manufacturer culture. This choice isthasethe expectation that the influence of
different degrees of supplier cultural resemblamece developmental manufacturer's MCS is
larger than on a hierarchical manufacturer's MCSné¢¢, we define supplier cultural
resemblance as the degree to which a supplierreuisuhierarchical or developmental and
resembles a developmental manufacturer culture.

The constructs in the centre of the framework \igaathe associations between
contingency variables influencing risks, and managet control techniques governing these
risks! The degree to which the level of management cbrit® the level of risks is

conceptualized by means of the degree of fit canstiMSRs are subject to performance risk

" In the model, all contingencies interactively detime both risk types (cf Kamminga & van der Meadlistra, 2007; van Veen-Dirks,

2006). As a result, the model simultaneously dsgle¢ associations between contingencies, risksremdgement controls.
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and relational risk. Performance risk is the praligiof the supplier interrupting the supply
chain and damaging the common goal. This goal isufie&turing as many products of the
order book as possible, on time, with good qualitgl at the lowest possible cost. Relational
risk implies the probability of the supplier actingpportunistically by not openly
communicating or minimizing operational snags (DasTeng, 2001). These risks are
increased by four contingencies. First, task uagey relates to the complexity and added
value of both the delivered product and its opereti processes (Woodward, 1965). Second,
task interdependence refers to the degree to vd@ghential subactivities of the value chain
have been split up and made dependent on each (@bkker, 2004). Third, environmental
uncertainty regards general market uncertaintied ancertainty about unknown future
contingencies (Langfield-Smith & Smith, 2003). Rbnrelational stability aim concerns the
manufacturer's aim of continued future interactiomgh the supplier to build bilateral
commitment (Cooper & Slagmulder, 2004). MCSs cantiavo types of control, namely
formal and informal control techniques (Langfieldki8 & Smith, 2003). Formal controls are
explicitly set up to coordinate the MSR and includgcome controls and behaviour controls.
Outcome controls involve the measurement and etratuaf operational outcomes against
pre-defined targets. Behaviour controls concernci§gag, monitoring and evaluating
compliance with pre-specified planning, procedumeses and regulations (Dekker, 2004;
Merchant, 1998; Ouchi, 1979). Informal controls ace explicitly designed, but are grown
out of shared norms and values (Merchant, 1998hDd®79). Especially trust building has
emerged as an important informal control instrumentinter-organizational MCSs (e.g.
Dekker, 2004). Sako (1992) distinguishes three gypieinter-organizational trust building,
namely building contractual, competence and goddwikt® Besides trust building, MSRs
are governed by clan control (Ouchi, 1979). Basedlwared norms, values and a common
goal, suppliers are motivated to achieve that Bals & Teng, 2001) because of inter-
organizational social pressure exerted by the natuifer (Bijlsma-Frankema & Costa, 2005;
Speklé, 2001).

8 Contractual trust is based on the expectationttfeasupplier will keep promises and comply withegnents made, whether these are
contractually stipulated or not. Competence trasicerns the expectation that the supplier posséssesgcessary technical and managerial
competences to deliver the order as agreed. Gdddust regards the expectation that the supphiares an open commitment, with the
willingness to perform activities that are beneficb the MSR, but possibly neither in the supfsiérterest nor required by the contract
(Sako, 1992).
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To incorporate the fit-performance associationaad operational performance on the
right hand side of the framework. Since productligués emphasized more than timeliness
and cost as supplier evaluation criterion (WatarkeF, 1996), we use this performance
indicator to evaluate operational performance.drtipular, we measure product quality by its
most important evaluation metric in MSRs, namelscpatage of defects (Gunasekaran, Patel
& McGaughey, 2004). In automotive industry, thisIK® expressed in “parts per million”
(PPM), i.e. the number of products claimed to bieciere by the manufacturer out of one
million products delivered (Lowe, Deibridge & Olivel997). The arrow to performance
depicts the fit-performance association. A MCSefitton MSR contingencies and risks is
associated with good operational performance. Quely provided that the supplier is
incapable of dealing with changed contingenciesisfitted MCS is associated with poor
operational performance (Kamminga & van der Meeoiktra, 2007; van Veen-Dirks, 2006).
However, since that kind of misfit over time resuilh escalating control problems, further
damaging operational performance (Dekker, 2004)h suisfitted MCS is changed towards a
more suitable design (van Veen-Dirks, 2006). Thiyggamics are also captured by the fit-
performance arrow and further justify our choiceddongitudinal case study. In essence, we
assume that MCSs are equilibrating and returndtalle situation after being disturbed (van
Veen-Dirks, 2006) In contingency terminology, this change is call€ttuctural Adaptation
to Regain Fit” or “SARFIT” (Donaldson, 2001): proed that the supplier is incapable of
dealing with changed contingencies, a misfited M@OS8ly temporarily aggravates
performanceuntil the MCS ischangedtowards a design fitting the changed contingencies
and risks and therefore contributing to performance

Finally, the arrow from supplier cultural resemhdarto MCS represents our research
proposition: supplier cultural resemblance is pesiy associated with the speed at which the
MCS changes, so that the MCS keeps (or quickly ineyaits fit in case of changing
contingencies. Indeed, White & Lui's (2005) sunay alliances in the construction industry
provides significant evidence that cultural diffeces between partners make the alliance

more difficult to manage. In particular, an orgaian will expend significantly more

9 Consistent with economics theory, contingency théargely depends on the assumption of equilibristipulating that organizations
utilize the MCS best suited for the MSR, i.e. th€#/fitting the MSR’s risks. Yet contrary to economicontingency theory assumes that
also misfits occur for extended periods of timef(l&Shields, 2003). Obviously, the outcome of saciisfit could be the end of the IOR.
Yet in that case, the change towards a MCS fitivegnew level of risks does not occur. Consequegtitly kind of “equilibrium” without
MCS dynamics is not interesting for our researdter&fore, we abstract from the possibility thatrit@nufacturer changes suppliers. In
terms of research methodology, this abstractiguisnto operation by studying a MSR in an indusitnywhich manufacturers are not

inclined to switching suppliemuring the manufacturing phase.
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managerial time and effort on interacting with atpar, which is very different in terms of
organizational culture, in order to avoid or mitg&ffects of miscommunication and conflict
(White & Lui, 2005). Transposing these findingsatdISR setting learns that a difference in
cultural resemblance between manufacturer and supgl associated with a difference in
time and effort needed to control the supplier. aepecifically, more supplier cultural
resemblance increases the speed of extending nrapageontrol, because the manufacturer
can evaluate suppliers with cultural similaritiester (Bierly Ill & Gallagher, 2007). That
way, time is saved, which otherwise would be lostrging to understand why people act the
way they do (Aquilon, 1997). As time has becomeimportant source of competitive
advantage in manufacturing industries, a lot of leasgs is put on high awareness of time
requirements and rapid decision making (Bierly&ll{Gallagher, 2007; Heikkila, 2002; Stalk,
1988). In contingency terminology, this advantageans that when a MCS misfit is changed

faster, performance picks up more quickly (Donatd<t901).

RESEARCH METHODOLOGY

Case study research

An explanatory case study (Yin, 2003) suits stugyiur research proposition, as it
involves refining existing inter-organizational nagement control theory from a dynamic
perspective. More specifically, our case reseaetks “to establish the plausibility of a
specific theoretical perspective by demonstratisgcapacity to illuminate some previously
unappreciated aspect of management accountinggaa@keating, 1995, p. 69). Indeed, the
goal of this study is to refine inter-organizatibneanagement control theory by illustrating
the impact of supplier cultural resemblance ondyreamics of MCS design in MSRs.

Several inter-organizational management controk cetsdies (e.g. Bhimani, 2003;
Cooper & Slagmulder, 2004; Dekker, 2004; Kammingav& der Meer-Kooistra, 2007)
demonstrate that MCS design can be adequatelytigatsd by means of case research.
Furthermore, organizational cultures, subsequemieur of companies and the influence on
the functioning of the MCS are very complex. Theref an in-depth study is needed to
discover how different parties respond to a sitrati change and whether organizational
culture has any effect on that response. Bhimd@803) work clearly demonstrates this, as
mainly the qualitative evidence provide insighttle actual reasons behind the influence of
culture on perceived accounting system successhwhas found by means of a survey. This

observation not only justifies the choice for aecatidy, but also forms the reason why more
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of this research is requested (e.g. Chenhall, 20&&ker, 2004; Henri, 2006; Langfield-
Smith & Smith, 2003; Scheytt & Soin, 2006; van taer-Kooistra & Vosselman, 2006).

As theory refinement needs a clear theoreticatistapoint combined with openness
to discover unexpected findings (Keating, 1995), weposed a theoretical contingency
framework to guide the data collection, but simétausly used data collection techniques
allowing sufficient openness. The collected datas wengitudinal, because such data can
reflect changes in MCS design and operational padiace, which are needed to illustrate the
impact of supplier cultural resemblance on the dyina of the fit-performance association
(Luo, 2002). Only by means of a longitudinal studsg are able to answer the call for more
research on MCS dynamics (Anderson & Dekker, 2@&kker, 2004; 2007; Ittner et al.,
1999; Scannell et al., 2000; van der Meer-Kooi&tNosselman, 2000).

Like most inter-organizational studies, the unit afalysis is one dyadic relation
between manufacturer and supplier (van der Meelidfi@ & Vosselman, 2006). Dyer &
Singh (1998) explicitly propose this “relationakw”, focusing on the manufacturer-supplier
dyad, as opposed to the “industry structure viemd &esource based view”, when analyzing
cooperative strategy and sources of inter-orgainizat competitive advantage. Furthermore,
we analyzed the relation after the manufacturer dexded to outsource the manufacturing
activity. In other words, we addressed neither thake-or-buy decision nor related
commercial negotiations, but collected data fromgtart of production onwards.

Case company selection

The selection of the case companies was influerimedwo selection concerns:
theoretical suitability and open and flexible ascssenior management.

First, we chose the Belgian Volvo Cars Gent (VC@ppction facility of the Swedish
Volvo Cars Corporation (VCC) as manufacturing cesmpany. On the one hand, we chose
automotive, because this industry is consideredeadsetter in supplier relationships (cf
Womack et al., 1990). Due to the high level of comgnt outsourcing, extreme competitive
pressure and resulting continuous improvement pi®j&vith suppliers, this sector needs
appropriate MCSs to organize and manage supplietions (Alford et al., 2000; Carr & Ng,
1995; Scannell et al., 2000). Furthermore, ouraederegarding MCS dynamics requires a
MSR that heavily changes and is not terminated tu@otential unsatisfactory supplier
performance. The manufacturing phase of an autematipply chain fulfils this need. For
example, the manufacturing and delivery proces$esuppliers drastically change, when a

manufacturer starts producing a new car model. Mae manufacturer facilities are not
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inclined to switch suppliers because of a lack abacity and sufficient supply quality at
potential replacing suppliers. On the other han& ehose VCG, because exploratory
interviews learned that this manufacturer is cogr@d a “best practice” by financial analysts,
suppliers and umbrella organizations. For exampld) respect to suppliers’ capability for
build-to-order, VCG’s supplier park was evaluategktbin a comparative case study, also
including supplier parks of e.g. Ford, General Mstand Audi (Howard, 2006). In addition,
VCG was subject to extremely changing supplierti@hia due to the introduction of two extra
car models. Furthermore, VCG’s culture is of thevallepmental type with a focus on
flexibility and external parties. Besides theoratisuitability, exploratory interviews with
VCG management showed remarkable openness, interthst research topic and willingness
to cooperate.

Second, we chose the production facilities of tky@G’s first-tier module suppliers
as supplying case companié®8esides willing to participate, these high valdeled just-in-
sequence suppliers met our theoretical suitability requients. In particular, the suppliers
are similar with respect to the four contingencyiakales, while they are very different with
respect to their culture. More specifically, onegier’s culture is of the developmental type,
resembling VCG'’s culture, while the other’s cultiseof the hierarchical type. That way, our
choice enables us to adequately investigate thecteffif high and low supplier cultural
resemblance on MCS dynamics, whikeeping contingency effects on the MCS constant.
Obviously, these contingencies must considerabingh over the period under study, so that
we can study the effect of supplier cultural reslamée on MCS dynamics following a
contingency change. Yet, the change in contingsnkbaés to be similar for both suppliers
under study to preserve a constant external effeet time.The introduction of two extra
models at VCG met these requirements, as both isupiaced similar changes in their

situational characteristics.

% For reasons of confidentiality, we call these piaiibn facilities “Supplier Automotive Gent 1 (SABaNnd “Supplier Automotive Gent 2
(SAG2)". The mother company headquarters are edew as “Supplier Automotive 1 (SA1)” and “Supplfutomotive 2 (SA2)".
Concerning the delivered product, it suffices towrthat both suppliers deliver a high value-addediufe. Examples of such modules
supplied to VCG are seats, cockpits, engines,tars, bumpers, exhaust systems, door modules heelsv For the same reason, the case
description only refers to “X”, “Y” and “Z”, instehof people’s full last names.

™ In order to reduce stocks and preserve maximuxibflity at VCG, components are delivered both jirstime (JIT) and in-sequence.
Just-in-time delivery means delivery when the farwhich the components are intended, has cone\W8G's final assembly line. In-
sequence delivery implies delivery in the same madethe cars on VCG’s production line. Supplietvering just-in-time and in-sequence

are also called just-in-sequence (JIS) suppliers.
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Data collection

The data gathering consisted of 21 semi-structurgdrviews with high level
managers of VCG, SAG1 and SAG2terviews were held in three rounds between Fefrua
2006 and December 2007. First, all VCG managersived with suppliers were interviewed,
including responsibles for quality, logistics, Istit engineering, material planning, IT, HR
and purchase. That way, we got a general impressionCG, its suppliers and its MCS.
Second, we interviewed SAG1 and SAG2 managemenpalticular, we asked them to
describe the history of the VCG-SAG relation. A®sult, we got the suppliers’ impression of
the relation with VCG, its history and its MCS,tire form of retrospectivdata. Third, we re-
interviewed high level VCG managers specificallydtved with both suppliers for several
years. After asking them the same question, thelgddheir view to the retrospectidata of
our study. Table 3.1 provides an interview data reamy, describing the organization and
position of the interviewees, the number of intews, the duration of the interviews and the

interview dates.

Insert Table 3.1 About Here

The interviews aimed at building a trusting relatand developing a dialogue with the
interviewees, which permitted them to discuss tb&in concerns. All interviews were tape
recorded electronically and structured by an ingsvvprotocol with open-ended questions,
based on the theoretical framework. This appro#lowed covering all framework constructs
(i.e. theory attachment), while at the same timeserving openness for new findings (i.e.
theory detachment). Interviews lasted between thuseters of an hour and two hours and a
quarter, with an average duration of approximatelg hour and twenty minutes. Afterwards,
all taped interviews were transcribed and sent badke interviewees for feedback and final
approval. The feedback was transcribed as we#nitgw transcripts were written in prose, as
to avoid offending interviewees by literally traribing their words on a very sensitive topic.
Furthermore, by writing in prose, we were ablerntwniediately write out certain parts of the
interview that were not entirely clear on the taps. the interviewees approved the final
transcript, we received absolute certainty on thi#tem documents and all interpretations

made during transcribing.
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Data analysis

The data analysis followed a structured iteratippraach. Already during interview
transcribing, a first analysis was performed byhhghting parts of the transcript and writing
down comments and related personal ideas.

Then, both transcripts and personal notes formeda#sis for a second analysis, which
was completely done by hand. This analysis stavitdwriting the case studies, for which all
transcript extracts were ordered chronologicalllge Thost important techniques to enhance
theoretical sensitivity during the coding processavasking questions (who?, what?, when?,
where?, why? and how?) and making comparisonsu&ir& Corbin, 1999). Also the tape
recorder was used, to capture facts and findingsirgp up during the analysis. As with
interviews, these tapes were transcribed and fustuglied. The coding process resulted in a
document, containing an elaborate sample of ordemegitudinal data, which was used for
writing up the case studies.

The coding of organizational culture required a cfffie approach, because our
theoretical framework and therefore also our casdystake on the research position of the
manufacturer. This manufacturer knows its own oiggional culture from the inside, but
can only asses a supplier's culture from the oatdig considering supplier behaviour,
resulting from the supplier's cultural values. Yedgveral supplier characteristics are
associated with supplier culture and indicativedopplier behaviour (Burton & Obel, 2004).
Hence, from a contingency point of view, the manotdeer might use the following
contingencies as an adequate means to assess hersupgulture: structurg, sizé®

ownership® and nationality. The more a supplier is structured as a bureaucilacger,

2 Structure refers to the degree to which a suppl@ganization is structured as a bureaucracécfow, 1970), which is characterized by
a well defined authority hierarchy and high formation, i.e. a large preference for rules and @garis (Burton & Obel, 2004). The more a
supplier is structured as a bureaucracy, the ntorenderlying cultural focus lies on control antemal processes (Burton & Obel, 2004;
Zammuto & Krakower, 1991).

3 A supplier's size is positively associated witk thvel of procedure formalization and control sepation. In addition, larger suppliers
have a management style that is less personalrdrepeeneurial and are less willing to cooperatth wkternal parties. Consequently, large
suppliers’ cultures are characterized by a gredfaters on control and internal processes than otibfléy and external parties (Burton &
Obel, 2004; Chenhall, 2003; Miller, 1987; Park &ddon, 1997; Shan & Hamilton, 1991).

4 privately owned suppliers have a different culzmenpared to publicly owned suppliers. Family firars often in the business for
generations and have developed sound relationgfiipsll stakeholders. Furthermore, family firmst fess pressure on short term
performance, so that the adoption of good long fekestments stays assured. So in terms of the GA/Mivately owned supplier is likely
to prefer a developmental culture with a focus xtemal stakeholders and flexibility towards futperformance increasing opportunities
(Padgett & Mukherjee, 2006; Stein, 1989).

15 A supplier's country of origin is associated witth organizational culture. When supplier headararare located in a country with strong

uncertainty avoidance and high power distancethieetwo cultural values predominantly affectingamizational structure (Hofstede, 2001),
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publicly owned and from a country with strong unagty avoidance and high power
distance, the more the associated supplier cultuma the hierarchical type. To illustrate
VCG’s usage of these contingencies, tablé®*3vides a sample of exemplary interview
guotes out of our case data. Following our manufactresearch position, we use the same
contingencies to assess SAG1's and SAG2’s cultuterms of the CVM. Given the insights
on a supplier’s culture, a comparison with the niacturer’'s culture, also in terms of the

CVM, determines the degree of supplier culturaéneislance.

Insert Table 3.2 About Here

Finally, we used the temporal bracketing and vaearesearch methods to structure
and interpret the case data in relation to theiegency framework (Langley, 1999; Rowe et
al., 2008). Temporal bracketing means dividing tihee length of a longitudinal case study
into time periods, so that there are continuitids egents within a time period and
discontinuities of events between time periods.t Maay, temporal bracketing is suited for
making comparisons of organizational change betwtime periods. The variance (or
synthetic) method implies transforming originalalfitom a story with events to a collection
of variables that synthesize critical componentstitd events. These variables are the
variables from our theoretical framework, whichoall analyzing how change in an
independent variable, i.e. MCS fit on risks, causkange in the dependent variable, i.e.
operational performance (Langley, 1999; Rowe e28I08).

The case study and following discussion were apgtofor publication by VCG,
SAG1 and SAG2, without having to make changes.

the supplier has a preference for a strong bureayarith high formalization in a strict hierarchidence, the associated supplier culture is
of the hierarchical type with a focus on internahtcol (Aquilon, 1997; Burton & Obel, 2004; Lachm&tedd & Hinings, 1994).

6 When interviewees refer to “Volvo”, they actualiean “Volvo Cars Gent” or (as we put it in the JéxtCG”. The indication

“I*number]” refers to a certain supplier, which nans not mentioned for reasons of confidentialtgt, for clarity, we provide the
characteristics of these suppliers: [*1] = suppligth hierarchical structure, large, publicly ownédanerican; [*2] = supplier with horizontal
structure, small, privately owned, German; [*3]upplier with hierarchical structure, large, publiowned, American; [*4] = supplier with

horizontal structure, small, privately owned, Belgi[*5] = supplier with hierarchical structurerda, publicly owned, American.
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CASE STUDY

The case study section of this paper contains pants. First, we describe VCG. We
highlight organizational characteristics and bebawi define VCG’s culture, and present
VCG’s resulting supplier MCS. Second, we introdie® module suppliers with different
cultural resemblance to VCG. We discuss the chariatits used by VCG to assess their
culture and resulting behaviour. Third, we indicitevhat extent the introduction of two new
Volvo models changed the contingencies of both keprelations. Based on the difference in
supplier cultures, we propose different MCS dynamleourth, we present the analyses of

these dynamics, as result of the temporal bradketi variance on actual case data.

Volvo Cars Gent

Volvo Cars Gent (VCG) was set up in 1965 as thgelsirassembly unit of Volvo Cars
Corporation (VCC), a Swedish automotive OEM thatduces cars since 1927. In 1999, VCC
became part of the Premier Automotive Group, inclgdlaguar, Aston Martin and Land
Rover, owned by Ford Motor Company, the world'sdhiargest car manufacturer. In 2005,
VCG employed 5.025 people, had a turnover of aBdi billion and produced 258.479 cars.
VCG'’s organizational structure is horizontal ané ttounterpart of a bureaucracy with an
authority hierarchy in vertical levels. This st@ is associated with VCC’'s Swedish
nationality, as Sweden is characterized by low poadvgtance and uncertainty avoidance. In
Sweden, people are considered equal, which resulés preference for empowerment and
collaboration in a horizontal structure. For exampal VCG superior leading a team is called
“a coach” to stress his stimulating and supportiadfyer than controlling, role. Furthermore,
the Swedish culture is a “we” culture, in whictefidships are established; also in business. In
these friendships, honest open communication andiahgooperation are preferred above
avoiding uncertainty and refusing unselfish aseista VCC'’s size sustains bringing this
culture into the company. Despite being part ofd=oiPremier Automotive Group, VCC
remains a relatively small autonomous company wiitly two major production facilities. As
a result, VCG formalization is limited and does tohder the entrepreneurial spirit of
employees at all levels, who freely interact withlleagues and coaches at VCG, vaad
suppliers.

Based on these characteristics, VCG's culture mlosely resembles a developmental

culture with a high focus on flexibility and extetroriented values. Naturally, some focus on
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flexibility is obvious in an automotive setting Withigh flexibility requirements due to
numerous model variants, fluctuating demands amtiraous product and process changes.
Yet, VCG'’s high focus on flexibility is visible ihow the OEM deals with these requirements,
namely by valuing empowerment. Instead of sevecelgtrolling employees, VCG grants
them decision-making power to solve process chaagesproblems themselves based on
their own expertise and lots of collaboration. A®sult, VCG strongly values fairness, which
means that employees are not penalized for makimistake, but evaluated based on their
behaviour in trying to resolve it. When employe@emy communicate, quickly solve the
problem and work on avoiding it in the future, V@@ngratulates them with their way of
action and does not punish them. In other wordsG\iglieves in human relations and values
a spontaneous flexible response to situationalgdsat all company levels more than lower
level obedience to control from the top.

The same flexibility orientation holds for VCG’sspuin-sequencé suppliers. Instead
of considering these supplier relations to be tyrlsusiness and focusing on the own internal
operations, VCG largely focuses on external suppliie search of continuous collaboration.
The OEM finds that manufacturer and suppliers strfer a common goal, which is
manufacturing as many products of the order bogtoasible, on time, with good quality and
at the lowest possible cost. As a result, VCG aersi the suppliers as part of the “Volvo
family” and openly communicates with them on boifficulties and possible improvements.
This supplier interaction occurs not only indivitlyabut also jointly via the “Suppliers Team
Volvo Cars” (STVC). The purposes of this suppliearn, which meets monthly, are creating
openness and sharing competencies, by the exclohmgermation and real life experiences,
in order to improve the performance of all partids. the STVC is actually run by the
suppliers, VCG signals her placeaimongsuppliersnsteadof abovethem.

Nevertheless, these suppliers are subject to aidmable amount of management
control. Yet, this control bears the stamp of VC@udture. With respect to formal control,
VCG frequently checks up on supplier outcome bymsea# several quality and logistic KPIs,
of which parts per million is the most importanurthermore, the OEM controls supplier
behaviour by means of a syllabus (agreements regpridasic routines of operational

business), frequent supplier follow-up and suppl@npany visits.

In order to reduce stocks and preserve maximurratipeal flexibility at VCG, components are deligdrboth just-in-time (JIT) and in-
sequence. Just-in-time delivery means delivery wthercar, for which the components are intendes chane onto VCG's final assembly
line. In-sequence delivery implies delivery in #@me order as the cars on VCG's production linppfers delivering just-in-time and in-

sequence are also called just-in-sequence (JIp)istp
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Although these controls reflect VCG’s mechanistimtcol, they are influenced by
VCG's focus on flexibility. For example, whether Blmposes a penalty for causing a line
stop (standard formal procedure) is always firgiotiated with the supplier and then based on
an assessment of the supplier's response to the.i3he empowerment and corresponding
fairness values that underlie this behaviour towasdppliers correspond to VCG'’s values
towards employees. Concerning behaviour controlGM®t only visits suppliers for control
purposes, but also for collaboration. This coopenatoincides with open information sharing
from VCG and the suppliers in order to stimulatexitble problem solving and creative
continuous improvement based looth parties’ expertise.

Yet, VCG’s organic preferences are even more \asiblthe importance attached to
informal supplier control; more specifically, trustilding and clan control. First, VCG builds
contractual trust based on prior positive expeesnso that the OEM trusts suppliers to
execute oral and written agreements. Second, V&8 #lsts suppliers to possess the
necessary competences to deliver the goods agedcamnd act on changes or improvements
as promised. This competence trust is primarihtbon past performance and suppliers’
process certifications. Third, VCG continuously Idsigoodwill trust, i.e. the trust that the
supplier openly and honestly communicates (eveantial) delivery problems, which impact
VCG and other JIS suppliers. This trust is incrdalsg frequent interaction, and resulting
bonds of friendship, with supplier managers, soiready working with VCG for more than
ten years. During this interaction, VCG continugushares and promotes its norms and
values, so that supplier managers are trusted tawkthat VCG values honest open
communication more than opportunistic problem caimoent. In addition, familiarity with
the common goal and VCG’s norms and values dritlirag goal makes suppliers feel related
to VCG, like in a team or clan. Consequently, eargplier manager faces negative personal
feelings, when confronted with (opportunistic) ralsts harming that goal. As JIS suppliers
face daily operational snags requiring problem isglvthey are highly subject to this social
pressure. On top of these bi-directional inform@iteols, VCG uses the STVC to effectively
structure the clan, so that both informal contewks strengthened and extended towards all JIS
suppliers. By means of socializing activities likejoint lunch, the STVC magnifies bi-
directional trust and creates multi-directionalstramong all JIS suppliers. The STVC also
builds trust via frequent information and knowleddering, joint decision making and joint
problem solving. Based on this trust, VCG and thpptiers quickly and openly work on
solutions for problems by helping each other, iadtef placing blame and negotiating

penalties.
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Additionally, the STVC clan strengthens VCG'’s sbgeessure on suppliers, because
important supplier errors are reported and disalusseSTVC meetings. The presence of all
suppliers, towards which supplier managers are watteble, increases potential negative
personal feelings and that way also the level ofat@ressure.

In sum, VCG’s MCS shows the OEM'’s focus on flextgiland external suppliers.
This MCS benefits from a resembling supplier cdtthat leads to corresponding behaviour.
For example, VCG’s STVC would not work without thalingness of suppliers to open up
facilities during visits and share technical anchagerial knowledge. In the next section, we

introduce two module suppliers with a different @egof resemblance to VCG’s culture.

Module suppliers SAG1 and SAG2

SAG1 and SAG2 are two suppliers delivering highueehdded modules from a
facility in VCG’'s supplier park. Their productionrqresses involve complex core
competences, which add considerable value to thdules. Because of JIS delivery, their
interdependence with VCG is high. If one suppliestutbs the continuous delivery flow, not
only VCG but also other JIS suppliers suffer. Irditidn, both suppliers must be highly
flexible due to pull production and heavily fluctury automotive demand. Together with the
risk of VCG being closed down or VCC Purchase resog the module, this demand
fluctuation results in high environmental uncertgifor the suppliers. Yet, as VCG is aware
that the interdependence considerably impacts pedice, the OEM strives for long term
relational stability with both suppliers. Contraty the supply relations with VCG that are
similar, SAG1 and SAG2 have very different cultyurediich VCG assesses by addressing
their characteristics as described below.

The Belgian module supplier SAG1 was founded in6188 the joint venture of two
automotive suppliers entering a new, yet relategdjriess, in response to VCG’s decision to
outsource the particular module. One year later,Bblgian plant manager, Mr Z, had set up
four similar companies supplying the same moduletbher OEMs, so that a mother company,
SA1, was founded. In 2005, SA1 produced modulesQifacilities world wide, with about
1.000 employees; despite the impressive growth siilé a very small scale in automotive.
All these years, SA1 has been led by Mr Z. Altholghnever owned SAG1 or SAl, he
considers SAL to be his own and receives full autoous decision making power to act as
SAl’s owner. Consequently, SA1 resembles a priyaieined company and Mr Z's business
attitude completely permeated SAGL. That attitsdenie of friendly relationships with lots of
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spontaneous bi-directional communication and collation atall levels with SAland VCG.

As a result, SAG1 is part of a horizontal compatiycture, despite Belgian culture’s high
level of power distance and uncertainty avoidamtence, SAG1 has full responsibility for
the organization of current production processed e planning of upcoming project
changes. Naturally, SA1 highly influences SAG1 pitbn, for example with respect to
continuous improvement, but always in a climate ofdirectional collaboration and
agreement. Especially Mr Z frequently visits SAGgonally to offer assistance, since SA1
headquarters are located near SAG1 and Mr Z fagldyhconnected as SAG1'’s original
plant manager. That way, he makes sure that SAfB&le focus on its customer VCG is
adequately supported by SA1 at all times. In suAGSs culture most closely resembles a
developmental culture.

SAG2, however, has a completely different cultlreis supplier was set up in 2000
as the production facility of SA2, a global Amencautomotive supplier founded in 1943 and
guoted on the American stock market. In 2005, Sperated 79 facilities in 25 countries on
six continents with approximately 19.000 employeB&spite the American culture of
medium power distance and uncertainty avoidance&’sSétructure is a bureaucracy with a
hierarchy and high formalization, in which SAG2 yiilas responsibility for production and
delivery according to strict rules and procedurepased by SA2. This means that functions
like finance and HR are centralised and that SAG#®&1t manager only concentrates on
budgeting and reporting. Furthermore, the SAG2 petidn process is designed and installed
by SA2 engineers without SAG2 involvement. Takegetber, these characteristics point at a
hierarchical culture, focusing on controlling cunr@rocesses, instead of responding flexibly
to operational difficulties and improvements, iaiéid by external collaboration and often in
need of financial investments.

Contingency changes

The previously described JIS supply relations redethe situation in 2005. Yet, these
circumstances followed a considerable change inirogencies in 2004. Before 2004, VCG
operated in two shifts, manufacturing around 150.€érs per year of two models (Volvo S60
and V70) on the P2 platform. In 2004, VCG starteadpction of two extra models (Volvo
S40 and V50) on another platform, P1. This substiyrchanged JIS supply relations. First,
the level of task uncertainty increased, becausdyation volume almost doubled (to around
250.000 cars per year), production activities becamore complex, headcount increased and

a third night shift was introduced. Second, tasterslependence heightened due to an
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explosion of model variants and a considerableeg®e in JIS supply flexibility. Third,
fluctuating demands for four Volvo models addedhe level of environmental uncertainty.
This demand dependence followed the extended ptioducapacity for two models of which
commercial success was uncertain. This uncertgotyadditional pressure on operational
performance, so that suppliers were inclined topkeperational difficulties in-house and
solve snags themselves. VCG’s vulnerability towattds kind of opportunistic behaviour
augmented. As JIS suppliers started to play a mgpertant role in VCG’s supply chain, the
automaker’s striving for long term relational stapiincreased. Consequently, suppliers’ fear
for retaliation, resulting from disclosed opporami reduced. In other words, the two extra
models substantially changed situational charestiesi and increased performance and
relational risk of JIS supply relations. Henceorder to preserve the MCS fit, VCG's level of
management control must be increased.

Dependent on the degree of supplier cultural resmmab, we expect this MCS change
to differ. As SAG1’s developmental culture corresge to VCG’s culture, we expect VCG’s
MCS on SAGL1 to need less time to adjust to changingumstances. Oppositely, SAG2’s
hierarchical culture substantially differs from V@Gdevelopmental culture. Hence, we
expect VCG’s MCS on SAG2 to need more time to ddjus

Case analysis of relation dynamics

The case data concerning SAG1 and SAG2 were bettketo time periods based on
changes in the influencing variables, i.e. the ll@fecontingencies, risks and the MCS. The
substantial increase in the level of contingeneied risks demarcates periods 1 and 2, while
different changes in the MCS demarcate periods 8.tdo facilitate within and between
period comparisons of the different variables, tb#owing analyses are organized by
headings corresponding to the time periods. Cardistith the variance method, we interpret
the case events in terms of the variables in therdtical framework in order to compare the
variables. Figure 3.2 and figure 3.3 show a timelihat summarizes the results for each
variable per time period from 2003 to 2006 for SA&@1d SAG2 respectively. Notice that
performance is expressed in average parts peromil(PPM) over the period under
consideration. The level of this quality measurevisualized by means of a graph at the
bottom of each figure. The high-low categorizatianthe tabular part of the figure results

from comparing the average PPM with a pre-defiaegdt.
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Insert Figure 3.2 & 3.3 About Here

SAG1
Period 1 (September 1996 — December 2003)

From the start of production in 1996, SAG1l showedcansistently positive
performance level. As VCG's values of an open ¢altative focus on JIS suppliers fitted Mr
Z's business attitude and SAG1's culture, SAG1l oesled by developing (personal)
relationships that allowed the sharing of inforroatat all company levels and the building of
trust. Mr Z and SAGL1 felt part of the “Volvo familywhich resulted in bi-directional
collaboration. For example, when VCG experiencedstntial difficulties with a newly
designed automatic pallet transportation systenS#6&1 modules, SAG1 proposed to help
redesign the delivery system, despite full VCG oesbility for logistics. In particular,
SAG1 assisted in designing a new system that iedwditomatic truck loads via a “carp&t”
automatic transport at VCG via a conveyor bridgé additional labels by SAG1. It must be
clear that these changes required considerabladialainvestments from SAG1, especially
for the carpet. Yet, Mr Z readily offered assiserand considered the investment obvious,
given his strong relation with VCG. Hence, duridg tperiod 1996-2003, SAG1 became
entirely aimed at satisfying all VCG needs as qyics possible, irrespective of the cost.

These cultural values and corresponding behaviadenVCG built high competence
and goodwill trust. For example, SA1 set up a depant that collected difficulties of a
certain JIS production unit, quickly proposed aiioh and then distributed both problem and
solution to all SA1 facilities. The same approaeidifor continuous improvement. When a
process or product amelioration was realised artio JIS facility, this improvement was
always shared with all JIS units via SA1l. When &epbal improvement was developed
centrally, SA1 always first consulted VCG. Yet, mh€CG approved the innovation and
SAG1 implemented it, SA1 spread it to other JIStsunBased on the open relation with
SAG1, VCG was familiar with this approach and there trusted SAG1 to perform to the

18 This “carpet” is a kind of platform on which SA@laces finished modules in-sequence. The cargé¢dsrically motorised and
automatically loads the modules into a truck. At&/& similar carpet is installed that automaticaliyoads the truck. As the modules are in-

sequence, they are directly transported by a camiaydge to the module build-in station of the V@&sembly line.
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best of their ability at all times and to openlynwaunicate both internally with SA1 and
externally with VCG. For example, when SAG1 adaptesl outbound stock balance, VCG
was informed and asked for their approval. Bestdest building, also social pressure was
considerable present, especially on Mr Z. Mr Z BtrdX, a VCG supplier expert, developed a
personal friendship, which resulted in the joirgation of the STVC together with two other
supplier plant managers. As Mr Z even chaired theGfor about one and a half years, it
must be clear that his support, and therefore isseptibility to social pressure, were very
high.

VCG’s formal controls mainly focused on outcome KP({primarily PPM) and
compliance with delivery rules and regulations dray in SAG1’s syllabus.
Period 2 (January 2004 — March 2005)

To preserve a MCS fitting the increased level sk riresulting from the contingency
changes in January 2004, VCG had to raise the t@vwlanagement control. With respect to
formal control, VCG set up cross-functional workgps one and a half year upfront to control
the VCG-SAGL interface (e.g. information exchange Egistics) and make sure the supplier
would be capable of handling the new module suppihe main type of information for this
project phase behaviour control was an electrdoiwdhart (Excel file) clarifying the project
phases and formulating related questions, to wiiielsupplier had to provide the answer. In
addition, the supplier also had to score the pssy@n every question, ranging from green
(question completely in order; no further sub-qgest to or from VCG/VCC) over orange
(question not in order; issues need to be dealt aitsub-questions need to be answered; yet
no problem considering phase deadline) to red (ouresot in order and some problem; e.g.
answer to (sub-)question unknown or insufficierfoimation available). Every month, the
supplier plant manager had to deliver an updatiheflowchart to VCG and VCC. When a
guestion was marked red, VCG/VCC addressed thelisugm this problem during the next
“launch readiness review” meeting at VCG. The peablwas discussed and a solution was
agreed upon. Hence, the flowchart’s main goal wéasrining VCG/VCC engineers of the
supplier's project preparation progress and staties, for this behaviour control to work
properly, the supplier's answers and scores hdmbmestly reflect reality. At SAG1, this was
not an issue, as the supplier strongly valued amemmunication and even considered the
flowchart a very helpful tool for thewn planning and project follow-up. Consequently, a
green score on a flowchart question regarding eyagldraining on new procedures really

meant that SAG1 had communicated all new procedanesstrained all (new) employees
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involved. That way, VCG effectively controlled tMCG-SAGL interface during the project
phase.

SAG1’s open relationship with lots of interactioreated opportunities for VCG to
exercise additional behaviour control on SAG1'siinal production processes. During the
project phase, SAG1 regularly invited VCG and VC@nagers to SAG1 to explaend
discusshow changes to internal processes were made.afettd, SAG1 management really
anticipated VCG questions and prepared the answeedvance. Also VCG shop floor
employees were invited to SAG1, as SAG1 considé@rgdportant for them to know SAG1
activities and meet SAG1 employees, with whom tleyld interact.

Mr Z and some SA1 managers always attended thegs,wo show SAl’s attention
for the upcoming changes. Despite substantial exists, these changes were implemented in
two phases, because SAG1 considered the risk @ihglete line change too high. In addition,
SAGL1 installed extra production capacity to cop¢hwnterruptions, which always occur
when production processes are radically changedthémumore, SAG1’'s plant manager
attended monthly VCC and SA1 R&D meetings. As alltethis manager already responded
to potential production difficulties during the dgs phase and received VCC information
first hand as quickly as possible. That way, he e positioned to assist SA1 and supervise
SAG1's new production lay-out, so that all openadibprocesses and procedures supported
production of the new modules. Moreover, SAG1 managnt even anticipated on serious
failures harming VCG delivery. An illustrative expla was the installation of an extra carpet
to load trucks. Until 2004, SAG1 only possessed @ar@et, so that in case of a carpet failure
VCG delivery would inevitably halt. Due to the clgaal contingencies, SAG1 managers
themselveassessed the risk of stopping the VCG line due darpet failure as unacceptably
high. Therefore, they demanded SAl financial resesifor an additional carpet. As Mr Z
was aware of the highly interdependent productiovirenment and the social consequences
of a VCG line stop on SAG1’'s management and thregputation, he almost instantly granted
SAGL the resourced needed. So, without an actupktéailure having caused a VCG line
stop in the past, SAG1 installed an additional omely to prevent VCG delivery from
suffering from a potential carpet failure in theanged circumstances. Taken together, these
signals built additional competence trust, on tbphe considerable level VCG developed in
the past.

Hence, VCG’s MCSmmediatelyfollowed the increase in risk based on behaviour
control and trust buildingctually taking placebeforethe contingencies changed. That way,

VCG preserved a MCS fit, which was expected toa8nssAG1's performance based on the
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framework. And indeed, after the start of produtti8AG1’'s new module delivery did not
run into substantial problems, so that its perfarogalevel remained outstanding.
Period 3 (April 2005 - ...)

Following the 2004 situational changes and resmltdifficulties at certain JIS
suppliers (other than SAG1), VCG extended its b&mimal control on SAGL to fit the new
production environment. Although already implemenite practice, the following extensions
were confirmed in 2005: registration and evaluatwdriwo logistic KPIs, namely line stop
minutes (i.e. number of minutes that a supplierseawstoppage of the VCG assembly line)
and dropped cars (i.e. number of cars dropped ¥@®'’s line planning, because a supplier
is unable to deliver the requested part), strigliagtion of the penalty system (including the
negotiation policy) and more frequent supplier oute and behaviour follow-up. Combined
with the very high level of informal control, VCGsed these extended formal controls to
govern the high level of risks. Hence, consisteitih Wheoretical expectations, SAG1 retained
its excellent performance.

SAG2

Period 1 (January 2000 — December 2003)

From the start of production in 2000, SAG2 was aengplary supplier with
performance well above target. VCG’'s MCS appeand the supplier’s risk with basic KPI
(primarily PPM) follow-up, a clear syllabus and abstantial level of competence trust,
mainly based on previous good performance. VCGdgall trust, however, was low. On
the one hand, SAG2’s start-up and production didcneate large problems, for which open
and honest communication combined with collaboeagixoblem solving were needed. On the
other hand, SAG2’s plant manager was completelynawk to VCG, as he was only sent on
secondment from another SA2 facility and did nogagge in STVC meetings. Because of
limited interaction, VCG neither got the opportynib share norms and values, nor establish
personal relationships with SAG2 management, sbalsa social pressure possibilities were
limited. Because nothing disturbed SAG2 deliverg&left the supplier alone.

Period 2 (January 2004 — June 2004)

Following the contingency and risks increase inuday 2004, VCG had to raise the
level of management control to preserve a MCSHiwever, neither formal nor informal
controls were considerably heightened. With resfmetdrmal controls, VCG did set up cross-

functional workgroups and required SAG2 to reporbjgct progress by means of the
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electronic flowchart, but got deceived. While SA&2information provision to the
workgroups and SAG2’s answers and scores on thecfiart questions told VCG that all
necessary changes were made and issues were gethvegl, the supplier actually neglected
implementing the changes. Furthermore, the suppégher communicated the changes in the
organization, nor trained the employees. The faat SAG2 did not participate in the design
and implementation of the new production systent,siply received all installations from
SA2 engineers, contributed to this negligence. Sh@agers, for example, had no contact
with SA2 engineers, not to mention the VCC R&D dépant. Consequently, VCG approved
an operational plan that did not reflect realityddhat way missed out on additional project
phase behaviour control. Furthermore, VCG consti&SAG2 to be manageable by a less
experienced quality engineer based on the competenst in SAG2.

However, VCG did not receive any signals that SAGRld be able to effectively
handle the heightened supply requirements. For pkaiCG did not get the impression that
SA2 had worked hard to prepare SAG2. SA2 engineadsimplemented the new production
system at SAG2, successfully produced a couplesifrhodules, but then left. VCG neither
received news about an extra production or qualitgineer to ensure production quality in
the new substantially more complex production systin fact, SAG2 communication was
limited to the strictly necessary and did not imi@unviting VCG to SAG2 and discussing the
upcoming changes with all people involved. Thus,3/Gad no grounds to build additional
competence trust in justification of lower projeatorkgroup thoroughness and the
appointment of a young quality engineer. VCG’s guaitld trust and social pressure
possibilities on SAG2 were not heightened eithet @@mained low. Hence, VCG’s MCS did
not follow the increase in risks and evolved intsfin Based on the framework, we expect
this situation to deteriorate SAG2’s performancajch is exactly what happened. After the
start of production, SAG2 struggled to fulfil thgraements made during the project phase
and damaged VCG’s competence trust.

Period 3 (July 2004 — August 2004)

VCG responded by installing extra outcome contriikg, third party inspection and
taking a picture of every module. Furthermore, veha control sharpened by daily supplier
company visits of a VCC/VCG team led by a VCG expdfir X. This team aimed at
collaboratively solving snags during supplier revianeetings. Nevertheless, VCG’s
collaborative behaviour control was hampered by A@pportunistic behaviour. Instead of

responding openly and honestly to VCG concernsamedpting the assistance offered, SAG2
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management initially kept VCG staff away from tBsues. By continuously telling problems
were taken care of, while in reality multiple issueemained, the plant manager further
damaged goodwill trust. Moreover, SAG2’s poor perfance made it clear that the supplier
already deceived VCG during the project phase Isyoding information. This deception
carried on, until VCG monitored every detail of SA& output and operational process.
Those controls proved VCG’s remaining competenast tundeserved, as SAG2 was unable
to improve. Instead, all middle level managers ,de#ving the plant manager to handle the
situation alone. Finally, this manager also lostG/€ contractual trust by continuing to
promise solutions, while in reality VCG kept suifey.

Period 4 (September 2004 — December 2004)

At that time, Mr X demanded active involvement fr@A2. As a result, SAG2 got a
new interim plant manager from another facility aypkrational assistance. That way, VCG
tried to reinstall a sufficient level of trust irAG2, because as long as the level of informal
control did not fit the heightened level of risketframework predicted difficulties to remain.
As the first plant manager was replaced by a ndarim plant manager, who received SA2
assistance and initial VCG trust, performance wagseeted to pick up. Besides heightened
informal control, the extra outcome controls andlydaupplier visits were retained to
contribute to the renewed MCS fit. Nevertheless, tlew plant manager was unknown to
VCG, so that his starting level of trust, basedpoavious interaction and reputation, was
minimal. In addition, he only becanmaterim manager, rendering social pressure unsuited as
control instrument. Moreover, the fact that he obécameinterim plant manager reflected
that he did not like being detached to SAG2. Ireotlvords, VCG only restated little trust in
SAG2, so that the informal control insufficientlittéd the increased risks and continuing
difficulties could be foreseen. Indeed, despitdight performance increase and improved
VCG access to SAG2's shop floor, SAG2’s performapagress was too slow. Especially
the interim plant manager turned out to prefer aslsing symptoms with technical solutions
instead of investigating causes together with VO@8Bis even worsened certain operational
issues. Consequently, also this plant manager lyuiokt VCG’s trust and left, leaving the
VCG-SAG?2 relation astray once again.

Period 5 (January 2005 — March 2005)

However this time, Mr X acted differently by choogiand promoting a plant manager
himself, in particular Mr Y, who VCG knew very welBecause of his outstanding
relationship with VCG, he started with high levas trust and VCG back-up in putting
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pressure on SA2. In addition, his managing attitfiled VCG’s goal of tackling problem
causes instead of symptoms in an open and collamravay. In terms of management
controls, VCG increased the level of trust and algmiessure bynstalling a plant manager in
which the starting levels of these controls werligantly high to fit the MSR’s risk. First,
VCG reinstalled contractual trust, because the r@mturer was confident Mr Y would not
make promises that he could not keep. Second, V@&vkie would openly communicate
problems, prohibiting him from keeping promises madbecause he had never acted
opportunistically before. Third, VCG was familiaittv Mr Y’s management style and desire
to look for problem causes together, which contelduo their competence trust. Although he
had to prove this type of trust during the firstipe of his appointment, joint problem solving
was a genuine issue with previous plant managersributing to the inability to create a
turnaround. Fourth, Mr Y was more aware of SAGRpact on VCG production and more
familiar with VCG norms and values than previousanpl managers. Many years of
experience, a personal relationship with VCG marade.g. Mr X) and a good reputation
made Mr Y sensitive towards social pressure. Mageothe STVC now played a role of
importance as well. SAG2’s first plant manager wa$/ sent on secondment and did not
engage in STVC meetings, while the second one e@sdcupied trying to restructure SAG2
and not interested in the STVC due to his temporgatute. Mr Y, however, already
consistently participated in overall STVC meetiagsl chaired the IT workgroup. That way,
the STVC contributed to VCG's trust in Mr Y and ieased social pressure of both VCG and
JIS suppliers. These heightened informal contritieds the high risk for the first time and
formed the reason to deliberately choose Mr Y. ldetite framework predicted performance
to improve, which it rapidly did. Within months ®r Y’s appointment and much quicker
than anyone could have imagined, SAG2 realisechaiderable turnaround.

Period 6 (April 2005 - ...)

Consequently, VCG rapidly cut back formal contrdfsfact, VCG lowered all extra
controls from the moment SAG2 showed substantigbravements, building sufficient
competence trust. Hence, formal control was puk lbadasic control resembling the period
2000-2003; yet slightly extended, as VCG continuedistering line stop minutes and
dropped cars, reiterated the penalty system antskggplier outcome and behaviour follow-
up more frequent due to the new production enviemmThe level of informal control,

however, was many times higher, with high leveldraét building and social pressure. As
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VCG used this combined MCS to govern risks in thevrproduction situation, SAG2

regained its outstanding performance already ogne later.

DISCUSSION

Previous case findings confirm our theoretical psifoons. First, VCG's
developmental culture strongly influences the siegpCS, as suggested by Chenhall (2003)
and Scheytt & Soin (2006). More specifically, VCAQ®WCS shows the OEM'’s focus on
flexibility and external suppliers by means of argainfluences on formal controls, an
important role for informal controls and the inktibn of the STVC, which builds a clan and
extends informal control to all JIS suppliers. Setothe functioning of the MCS benefits
from a resembling supplier culture, which suppgntspositions of Harrison & McKinnon
(1999) and Henri (2006). When module supply comimmes and risks increased in 2004,
VCG’s MCS needed to follow this increase in ordempteserve a MCS fit, associated with
good operational performance. VCG's MCS on SAGIsugplier with a similar culture,
changed very rapidly, contrary to the MCS on SA&2upplier with a hierarchical culture. In
fact, VCG’s MCS on SAG1 was heightened during thejgzt phasebefore the start of
production, so that the risk increase in Januaf42fasimmediatelysubject to more control.
Oppositely, SAG2’'s MCS only grew about six moné#fter the production start-up and then
needed six more months and three attempts to tieed Hn the new situation. That way, our
case confirms alliance research findings of WhiteL& (2005), associating this timing
difference with a difference in partner's culturasemblance. Third, the case clearly shows
how high cultural resemblance contributed to VCG’sespef MCS change. As argued by
Bierly Il & Gallagher (2007), VCG was able to emate SAGlearlier than SAG2i.e. during
the project phase, by means of thmeechanismshat enhance management control. Although
these mechanisms result from our case data, thaegspond to earlier findings in the
literature, which supports their external validity.

First, VCG’s external focus resulted in increasathdviour control by means of
setting up cross-functional workgroups and reqgirthe supplier to communicate via an
electronic flowchart. The fact that the supplieargl manager filled in the flowchart himself
followed VCG's focus on flexibility. As SAG1's delapmental culture resulted in honest
answers and even appreciation for the flowchargefuiness, VCG successfully increased
behaviour control on SAG1. SAG2'’s hierarchical ardt however, resulted in answers and
scores that did not reflect reality. That way, V@ed to increase behaviour control on
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SAG2. In other words, SAG1’'s resembling cultureghé&tned the effectiveness of VCG-
SAG1 communication by reinforcingroper information exchangewards VCG'’s flowchart
control technique. A similar positive influence otiltural resemblance on the level of
behaviour control is proposed by Aquilon (1997) and (2002).

Second, VCG was able to increase behaviour conttoBAG1'’s internal processes
due toincreased communicatiorAlthough also this effect of cultural resemblanise
documented in the literature by Chen, Chen & Meifid198) and McAllister (1995), our
results add that not VCG, b&8AG1took theinitiative for the increased communication.
Because of its developmental culture, SAG1 offeopgortunities to strengthen the open
personal relationship with VCG by inviting VCG maeas and shop floor workers. During
these visits, VCG met SAG1 and SA1 managers, whawstd and discussed upcoming
changes and instantly answered expected VCG questi®o besides socializing, VCG
controlled SAG1 activities and made suggestionsirfggrovement by interacting with well
informed supplier employees at the supplier fagiliwhich are VCG's preferred
circumstances. SAG2, however, did not invite VC@spanel to the supplier facility during
the project phase, as SAG2’s hierarchical cultuce bt focus on VCG involvement and
VCG did not demand such visits.

Third, VCG’s trust building in SAG1 and SAG2 subwtally differed. Consistent
with prior literature (Das & Teng, 1998; Luo, 200¥)CG built more trust in SAG1 based on
SAGL1's resembling cultural values. This culturademblance eased cultural blending, so that
socialization between VCG and SAG1 was strengthemebvalues and norms were shared
more easily. The resulting inter-organizational ifa@rity helped building trust. Similar
insights can be found in the literature. For exan@ulati (1995) finds that lower cultural
inconsistency between alliance partners leadss® éguity based alliances with more trust.
For MSRs, this means that VCG will have more cagiick in its ability to predict supplier
behaviour, if both parties’ cultures are more rdslarg (Bierly Il & Gallagher, 2007; Park &
Ungson, 1997). In the VCG-SAG1 relation, this cdafice resulted from several competence
trust enhancing signalsSupported by SAG1’s large focus on VCG and rasupiinteraction,
these signals confirmed that the supplier was nglkio invest in the relation (van der Meer-
Kooistra & Vosselman, 20045A1, in particular the “owner” Mr Z, provided SAG4ith
considerable attention and financial resource®pe avith unforeseen difficulties and to keep
monthly contact with VCC’'s R&D department. So besidenhancing behaviour control,
SAG1’s cultural resemblance facilitated trust bmigd (Luo, 2002). From SAG2, however,

VCG did not receive any signals to increase trumstact, when SAG2 got into a position to
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signal competence, i.e. when there was full runpirafduction and SAG2 ran up against the
first difficulties, SAG2 damaged VCG’s competenoast by showing a lack of preparation
and learning capacities. The same holds for VC@islevel of goodwill trust, which entirely
evaporated when SAG2 acted opportunistically byusiely timely communication and
openness on issues that VCG wanted to discuss.

Taken together, VCG’s MCS on SAG2 was not changebeastart of production, so
that it got into misfit and contributed to a de@ean performance, as proposed by the
theoretical model. Indeed, comparing SAG2’'s dege®ICS fit and performance provides
considerable evidence of the fit-performance assioci, underlying previous inter-
organizational MCS studies like Dekker (2004). 1802, SAG2 struggled after starting
module production and delivery for two new extrawbomodels. As VCG’s MCS no longer
fitted SAG2's heightened risks, the MCS aggravatedformance, so that operational
difficulties seriously escalated. As a result, V€@anged the MCS design towards a design
fitting the level of risks. Supported by the newntingency fit, operational performance
rapidly picked up. Therefore, we conclude thatW@&G-SAG2 relation effectively illustrates
the fit-performance association. That way, we supeparlier findings of Ittner et al. (1999)
and Anderson & Dekker (2005), stipulating that a $/@tting situational characteristics
benefits performance. Nevertheless, our longitudaeta on several periods refine their
findings with respect to the actual dynamics of fitgerformance association. Operational
difficulties followed a MCS misfit resulting fromhanged contingencies, while operational
improvements only set in when the MCS fitted thev rsguation. Furthermore, the evolution
from MCS misfit to MCS fit did not occur immediagebut took VCG several attempts.

VCG's final attempt implied actively and delibergténfluencing supplier decision
making to install a plant manger of their choieeparticular Mr Y, who VCG already trusted
highly because of many years of experience and Sirwa@lvement. In addition, Mr Y was
susceptible to social pressure due to his persoglation with VCG managers, good
reputation and active involvement in the STVC. Tival, we conclude that VCG created an
adequate environment for the turnaround by spedificchoosing Mr Y and instantly
installing an informal control level that fitted ehnew situation and revived SAG2's
performance. A close examination of our data le#irasthis informal control increase via Mr
Y coincided with Mr Y initiating achangein SAG2’s culture. As head of SAG2, Mr Y
lowered SAG2’s hierarchical structure. To that eémelegliminated the level of shop floor team
leaders and started to frequently visit the shoprfhimself to discuss issues directly with

shop floor workers. These changes are associatbedMviY managing SAG2 like it was his
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own company. Mr Y worked day and night to resoleeurring problems and to search for
their causes in open collaboration with SAG2 shoprfworkers and VCG staff. Previous
SAG2 plant managers neither put in that much efioot allowed large VCG involvement
due to a different management style. This style mlmd with SA2’s tight job description,
which was in line with SA2’s American culture. Mr, Yiowever, was well aware of the
difference between SA2’s culture and his own bussnattitude. Therefore, he deliberately
reacted against SA2’s cultural influence and sk@l&AG2 from it as much as possible.
VCG'’s pressure on SA2 to finally resolve SAG2 preithn difficulties and to support Mr Y
in changing SAG2 helped Mr Y to successfully introd his values in SAG2. To that end, he
pushed through his business attitude on his newpgad middle level managers. That way,
Mr Y initiated a shift in SAG2’s culture from a hachical culture towards a developmental
culture. Thus, assisted by the CVM conceptualiratdd organizational culture, our case
demonstratesultural dynamics on which further study was called for by Baskievf2003)
and Harrison & McKinnon (1999). Furthermore, outadaonfirm that the relation between
organizational culture and management control isangimple matter of cause and effect
(Henri, 2006; Scheytt & Soin, 2006). In fact, wedithat VCG’s MCS influenced the degree
of SAG2’s cultural resemblance by adapting the Bapg culture via its plant manager Mr Y.

Still, this influence on SAG2's culture was theukof a substantial difference in
organizational culture, on which VCG had no conttéhdeed, given VCG'’s developmental
culture, the OEM was lucky to work with a developriad supplier as SAG1, but just as well
had bad luck to work with a hierarchical supplisrSAG2* Consequently, the awareness of
the influence of supplier cultural resemblance ba speed of MCS increase might have
helped VCG. Indeed, comparing SAG2 and SAG1 MCSanhyos illustrates that SAG2’s
lack of control was associated with SAG2’s low atdl resemblance. Given awareness of
this association, VCG managers might have respohgethticipating slower MCS dynamics
when contingencies changed and installing additioremagement control.

Yet, to that end, VCG first needed to be awareheirtown values, the values on

which the suppliers relied and resulting differesycas proposed by Ireland (2002) and

9VCG lacked this control, because the OEM was esponsible for supplier choice, on which the VC@&hase department decided.
Consequently, VCG had no other choice than to watt the supplier appointed by VCC and deal withatganizational culture.

20 Based on previous case study and case analysighit seem that we have a preference for a devsofal culture with open
collaboration, linked to a relatively small scalésptely owned horizontal organization. Yet, trehit the case. The point at issue is that
VCG has a developmental culture and therefore eifsp®CS with certain behaviour towards suppli€Bgepending on whether the
supplier’s culture resembles VCG’s development#lce, this MCS will change faster. Thus, given VE€@evelopmental culture, VCG’s

MCS is better off with a supplier like SAG1, whibks a resembling developmental culture.
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confirmed by Henri (2006). VCG employees considetteeginselves as a family, also with
respect to suppliers, on which they strongly fodusie the STVC. A supplier like SAG1,
with a resembling culture, responded to this behavby acting as part of the family. A
supplier like SAG2, with a different culture, thdugf VCG as the customer, which was not
allowed to get involved in the supplier’s functingi Assessing this kind of supplier values
would have benefited VCG’s awareness of culturdledénces. In that respect, our case
confirms the usefulness of applying the CVM for aésng organizational culture (cf
Bhimani, 2003; Henri, 2006). Based on the CVM mouet were able to clearly distinguish
the difference in cultural resemblance between SA@gvelopmental culture and SAG2’s
hierarchical culture, compared to VCG’s developrakntlture. That way, VCG managers
have a specific means to assess a supplier's defjoedtural resemblance.

Besides demonstrating the need for VCG awarenessa osupplier's cultural
resemblance, the SAG2 case also shows the impertain’CG awareness on the role of
informal control, especially in times of importamhanges. During SAG2's problem
escalation, VCG managers were not sufficiently awadrthe fact that they needed to heighten
informal control on SAG2 byeinstalling more trust andnstalling social pressure. Despite
VCG emphasising the reliance on personal relateomsinformal control, they really ignored
this part of their MCS on SAG2. Consequently, tiheyeded two unsuccessful attempts and
faced increasing delivery problems, before thewdaively increased informal control on
SAG?2 via its plant manager to fit the level of EslSo, without awareness on the reliance on
informal control, the importance of increasing mf@l control is underestimated, either when
contingencies drastically heighten risks or whes shpplier damages trust by making errors
or acting opportunistically. Furthermore, this agrsgss needs to be present at all levels of
manufacturer and supplier management interactirilg @ach other. Only that way, informal
control, especially trust building, will not resutt time losses when difficulties arise. As
argued in the literature (Bierly Il & GallagherQ@7; Heikkila, 2002; Stalk 1988), these time
losses must be avoided to stand up to the fieraapettion in the current economic
(automotive) environment.

CONCLUSION

This paper contributes to the inter-organizatiomalnagement control literature by
exploring the impact of cultural resemblance on th@nagement control of manufacturer-
supplier relationships. Although MCSs are contirigem situational characteristics and this
contingency fit is associated with good performafidenaldson, 2001), it remains unclear
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which variables contribute to the speed of MCS gearso that temporary misfits due to
changing circumstances are less likely to occun (Waen-Dirks, 2006). Further research on
these variables is justified, as a MCS misfit anssoaiated decreasing operational
performance might harm any manufacturer, until thefitted MCS is changed towards a
more appropriate design (Dekker, 2004; van Veeks)iP006). Organizational culture, in
particular the degree of supplier cultural resemédato the manufacturer's culture, is
proposed to be such a variable due to its impat¢herdesign and use of the MCS (Chenhall,
2003; Harrison & McKinnon, 1999; Merchant, 1998nwder Meer-Kooistra & Vosselman,
2000). Also in strategic alliances, cultural difiaces between interacting parties make the
alliance difficult to manage (de Rond, 2003; Whé&e Lui, 2005) and may negatively
influence performance (Dekker, 2004; Ireland, 2082je et al., 2000). Hence, further
research is called for on the role of organizationadtural resemblance in the MCS fit-
performance association (Harrison & McKinnon, 198&nri, 2006), especially for other
types of IORs, like MSRs, for which this type okearch remains scarce (Chenhall, 2003;
Scheytt & Soin, 2006). The preferable method farthstesearch is a qualitative case study,
aiming to obtain an in-depth insight into the cagmpanies’ cultures and compare the impact
of different degrees of supplier cultural resemb&on the dynamics of MCS design in times
of changing circumstances (Anderson & Dekker, 2@&enhall, 2003; Henri, 2006; Scheytt
& Soin, 2006).

Therefore, we studied changes in two similar higlug-added just-in-sequence MSRs
that differ with respect to cultural resemblancetlie manufacturing phase of the supply
chain, relatively under-explored in the inter-orgational management control literature
(Cooper & Slagmulder, 2004; Langfield-Smith & SmitR003). More specifically, we
investigated the relations between a Volvo CardlifigdVCG) and two module supplier
facilities (SAG1 and SAG2) in the automotive indystharacterized by competitive pressure
and continuous improvement (Carr & Ng, 1995). Tiineeinter-organizational management
control theory, we proposed a theoretical contiegeframework including the dynamic
associations between supplier cultural resemblaM@S design, degree of MCS fit on
contingencies and risks, and operational performamhe real contribution of our case study
followed from its longitudinal design, because otilis design allowed effectively exploring
the impact of cultural resemblance on the timing\l@S changes and the impact of fit on
performance in the course of time, following a seveontingency change. The theoretical

proposition was that supplier cultural resemblaiscpositively associated with the speed at
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which the MCS changes, so that it keeps (or quicklyains) its fit in case of changing
contingencies.

Our longitudinal data, which are structured an@rnpteted by means of the temporal
bracketing and variance methods (Rowe et al., 2q08yide substantial evidence supporting
this theoretical proposition. The functioning of 88 MCS benefited from a resembling
supplier culture, as proposed by Harrison & McKinr{@999) and Henri (2006). As SAG1's
culture resembled VCG’s culture, upcoming contirggerchanges were appropriately
anticipated by increased management control dutiegproject phase, before contingencies
actually changed. Consequently, the higher levaeihahagement control immediately fitted
the risks increase at the start of production amtributed to sustaining good performance.
Oppositely, SAG2’s culture differed from VCG’s aule, so that adjusting SAG2’'s MCS to
the changing circumstances required more time.ahtiqular, SAG2’s level of management
control only grew about six months after the stdrproduction and then needed six more
months and three attempts to get fitted on the siavation. As proposed, the resulting MCS
misfit contributed to escalating operational difiiees, until VCG changed the MCS. In sum,
this twofold case study illustrates the substamtigdact of resembling organizational cultures
on the timing of MCS changes in MSRs and therefsupports prior alliance research
findings of White & Lui (2005). In addition, the M&SAG2 relationship provided
considerable evidence of the dynamic fit-perforneaassociation, as assumed by e.g. Dekker
(2004). By showing that operational difficultiesliéoved a MCS misfit, while operational
improvements only set in when the MCS fitted thes is@uation, we support and refine earlier
findings of Ittner et al. (1999) and Anderson & Rek (2005).

Furthermore, the case clearly showed how high mlltesemblance contributed to
VCG'’s speed of MCS change. As argued by Bieri\&liGallagher (2007), VCG was able to
evaluate SAGlearlier than SAG2 based on three management control eimganc
mechanismsAlthough these mechanisms result from our case, da¢y correspond to earlier
findings in the literature, which supports theirtegral validity. First, VCG increased
behaviour control on SAG1, because SAG1'’s resemld@velopmental culture led pwoper
information exchangdowards VCG’s flowchart control technique (Aquijof997; Luo,
2002). Conversely, SAG2’s hierarchical culture fecanswers and scores that did not reflect
reality. Second, SAG1's resembling developmentdiucel made the supplier invite VCG
managers and shop floor workers to control SAGIlviies and make suggestions for
improvement. Consequently, VCG’s behaviour conttnl SAG1’s internal processes was

increased due tancreased communicatio(Chen et al., 1998; McAllister, 199%)n the
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initiative of the supplierThird, VCG built more trust in SAG1, the suppligith resembling
culture, consistent with prior literature (Bierl & Gallagher, 2007; Das & Teng, 1998;
Gulati, 1995; Luo, 2002; Park & Ungson, 1997). Twtt end, VCG received several
competencerust enhancing signal¢van der Meer-Kooistra & Vosselman, 2004) due to
SAG1’s large focus on VCG and resulting interaction

Finally, the VCG-SAG2 relation showed a very specifnanagement control
technique, namely deliberately influencing suppliecision making to install a new plant
manager (Mr Y) of the manufacturer’s choice dmat way influencing the supplier’s culture.
The first finding made us conclude that VCG creaadadequate environment for SAG2’s
turnaround by specifically choosing Mr Y and indharincreasing the level of informal
control to fit the new situation. The second firglilearned that Mr Y initiated a shift in
SAG2’s culture from a hierarchical culture towasadgevelopmental culture. In other words,
VCG’s MCS influenced the degree of SAG2'’s cultuedemblance by shifting its culture via
its plant manager. That way, our case demonstratdtiral dynamics, as called for by
Baskerville (2003) and Harrison & McKinnon (199%9daconfirmed that the relation between
organizational culture and management control isangimple matter of cause and effect
(Henri, 2006; Scheytt & Soin, 2006). Obviously, gbe findings benefited from
conceptualizing organizational culture via the CVhE this model clearly distinguished
SAG1's developmental culture and SAG2'’s hierardhazdture and allowed culture to shift
by means of the notion of dominant types. That veay,study contributes to the literature by
demonstrating the usefulness of applying the CVMdescribing organizational culture in
qualitative studies, as proposed by Bhimani (2003).

Besides researchers, also manufacturer managemagttt mse the CVM and
associated supplier characteristics as a meansessasupplier cultural resemblance. Yet, to
that end, managers first need to be aware of tperitance of such assessment. Undoubtedly,
this awareness forms an important lesson of thidystor VCG and other manufacturers. In
particular, they should be aware of the influentsupplier cultural resemblance on the speed
of MCS dynamics, in case contingencies change. Wast, slower MCS changes can be
anticipated and responded to by installing add#iaontrols. To that end, the manufacturer
needs to be aware of the own values, the valuewtoch the suppliers rely and resulting
differences, as proposed by Ireland (2002) andicoatl by Henri (2006). Finally, the SAG2
case also shows the importance of awareness orolef informal control, especially in
times of important changes. During SAG2’s problessadation, VCG managers were not

sufficiently aware of the fact that they neededheéaghten informal control on SAG2, so that
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they needed two unsuccessful attempts and faceekisiog supply problems. Hence, only by
being aware of the reliance on informal controls tbontrol type, especially trust building,
will not result in time losses when difficultiess®.

Although the case study method was specificallysehofor its methodological
qualities for studying the dynamics of an extendd@S, we acknowledge studying only two
supplier relationships of one manufacturer hammgseralizing our findings. First, it is
uncertain whether a different manufacturer, whettrenot with a differing culture, would
lead to similar results. For example, it remainslear whether manufacturers without a
supplier team, which provides the opportunity talduypersonal relations with supplier
managers, are able to choose supplier managengitoatdvantage. Second, we have no idea
to what extent our findings hold for other typesM®Rs than the two high value-added JIS
MSRs in our case. Third, theoretical suitabilitydeaus chose two MSRs that extremely
diverged with respect to supplier cultural resembda so that a comparison would lead to
substantially different insights. Yet, at the satime, these extreme MSRs might not be
representative for other MSRs. Fourth, we do natcidy know to what extent the learning
curve impacted the performance of SAG1 and SAG2wdmmtingencies changed. Before the
changes in 2004, SAG1 successfully completed &gam 1996 and a new Volvo model
introduction in 2000, while SAG2 only successfullympleted the start-up in 2000. Also the
turnaround of SAG2 performance in 2005, after Mitovk over, might be influenced by
organizational learning. Fifth, we abstracted frgmevious supply chain phases, like
procurement and R&D, so that it remains uncleawlat extent these supply chain phases
impact the supplier relationships during manufantur Nevertheless, the limited
generalizability immediately offers a first aveniog future research, which could compare
our findings to other MSRs between other comparbesh in the automotive industry and
others like consumer electronics.

A second avenue for further research might be sigdea real-time longitudinal case
study, instead of a retrospective case like in gaper. Although finding access to study
contingency changes, MCS dynamics and potentialatipeal difficulties at the moment of
occurrence will probably be a big challenge, theaatiage is clear. Real-time data, especially
from interviews, are more accurate. Although owrdgts data came from both VCG and
supplier managers, and were triangulated with perdoce data, we admit that managers’
opinions on events were probably biased two yefies the events occurred. Moreover, the

retrospective research design prohibited us framniwewing the initial SAG2 managers, so
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that their perceptions on the events were not abigl A real-time study could cope with
these limitations.

A third avenue for further research could investigdne effect of cultural differences
between other culture types of the CVM. Our studguked on the comparison between
hierarchical and developmental culture, followirtg explicative power in the study of
Bhimani (2003). Hence, whether comparisons betwsher culture types, like group versus
rational or group versus developmental, fit ourotieéical model and lead to similar results
remains unknown. Moreover, this future researchastr might benefit from introducing a
completely different conceptualization of organiaaél culture, for example based on the
“Organizational Culture for Diversity Inventory” €DI) (Cooke and Szumal 199@/hitfield
& Landeros, 2006), and investigate whether thiseptualization leads to different results.

Fourth, further research might take on the positrihe supplier, contrary to this
paper’s position of the manufacturer. Insights frantulture assessment from within the
supplier, instead of an assessment from the outsiight shed more light on the role of
cultural resemblance in MSRs. For example, priseaech found that buyer and supplier have
different perceptions about their relationship (J& Reve, 1982). In case that perception
difference also concerns each other’s culturejghimnfluence MCS dynamics.

A fifth research avenue could examine the impadupfplier cultural resemblance on
the level of risks. This theoretical associationswet included in our model due to our
conceptualization of risk, namebbjectiverisk, inherent in a given MSR and influenced by
four supply contingencies (Das & Teng, 2001). Toigective risk is not associated with
supplier cultural resemblance. Yeubjectiverisk, i.e. the manager’s estimate of objective
risk (Das & Teng, 2001), might be. Because of aglol@vel of supplier cultural resemblance,
the manufacturer might perceive the level of risigher, given the same level of contingency
variables. By way of illustration, consider the VE&AG2 relationship in 2004. Assuming
that VCG was sufficiently aware of the culturalfdiences (which in reality was not the
case), VCG might have perceived SAG2 as unableleguately cope with changes imposed
by the manufacturer, which would have increasecgeed performance risk (McAfee,
Glassman & Honeycutt Jr., 2002). In addition, VC@mh have perceived SAG2 as unable or
unwilling to openly interact and communicate witlC8&, which would have augmented
perceived relational risk (Luo, 2002). It must bleac that our study was unsuited to
investigate the association of supplier culturademablance and perceived risks, as we
examined events as objectively as possible afey ttcurred. Our focus lied on inherent

risks only, in order to gain an understanding & éxistence of these risks in the absence of
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any management controls (cf Anderson, Christ & 8#eda 2006). Nevertheless, the
association between supplier cultural resemblamuk subjective risks is worth studying,
maybe by means of a survey, which could ask matwicstaff to grade their perceived
risks on a (e.g. seven-point) Likert-scale. Subsatiy, this survey would allow a quantitative
analysis of the potential mediating impact.

A sixth and final avenue for further research migliemine other potential MCS
influencing variables not addressed in this stddyo of those variables might be relationship
length and fair benefit sharing, already proposedbée influential by Dekker (2004),
Gietzmann (1996), Tomkins (2001) and van der Meeoitra & Vosselman (2000).
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FIGURE 3.1

Theoretical contingency framework for MCS design oMSRs
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TABLE 3.1

Interview data summary

Organization Interviewee Number of Duration Date
interviews (in min.)
VCG Engineering Director & Material Planning & Lagics Manager 1 (joint) 122 8/02/2006
Supply Chain Control & Coordination Manager 2 63; 10/02/2006; 29/05/2006
Logistic Engineering Manager 1 68 10/02/2006
Supplier Support & Purchasing Manager 3 92;95; 18 15/02/2006; 18/04/2006; 21/11/200
Material Planning Manager 1 73 15/02/2006
Supplier Quality Assurance Manager 2 44; 96 12/0026; 29/05/2006
Human Resource Manager 1 50 15/02/2006
Finance Manager 1 a7 15/02/2006
IT Manager 1 67 13/03/2006
SAG1 CEO SA1 1 68 17/12/2007
Plant Manager 1 67 17/12/2007
SAG2 Plant Manager 3 106; 74; 116 13/03/2006; 12@%6; 26/11/2007
Human Resource Manager 1 51 29/03/2006
Quality Manager 2 125; 121 29/03/2006; 18/07/2007
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TABLE 3.2

Exemplary interview quotes concerning contingencieassociated with supplier culture

Contingencies

Interview Quotes (Source: VCG manags)

Structure

At [*1], the organization is ordered iligss with a hierarchy. The JIS facility is putame pillar or another, for example in the pillgpe@ations, next to the
pillar Purchase and the pillar Sales. So, when gungehurts in the other pillar, the JIS facilitg$no hold on that. At [*2], however, people sagotir
business is Volvo. Everything you need to do fat fhurpose, you must do. Do you have to go to Sm&@® to Sweden. Do you have to go to Germany? (
to Germany. Do you have to call a supplier to yghop floor? Do that. Do whatever it takes.” So, wittee plant manager has some arguments, people tist
him. [...] Such approach is impossible in a pileganization with a clear hierarchy. In such orgation, the JIS facility is a small grain in the bilock of
Operations; not to mention that the facility woghl to the block of Purchase or Sales. The JISitiabids little or no meaning. At [*2], however, &pt
manager is a business manager, who has his busineé$ss authority over it. He receives freedoentérprise. [...] The plant manager receives more
opportunities to think out-of-the-box; out of hisrent system. In a pillar organization, a planhager is only expected to be occupied with thefadflity's
current operations.

b0

Sweden is flat. The reason for that is that Swed@npanies aim for a horizontal structure, in Wwhégeryone is equal before the law. [...] Volvo fietween
the Swedish and Belgian culture and is therefaite Just like in family firms, there is a quickknf of information and a quicker building up ofagbnships.

American companies are very hierarchical; Gernmampanies a bit less, although all the big onesvothe American pattern. That leads to a climatsyhich
the last link, the JIS facility, is considered @essary evil to supply modules. So, people aredingthat link as much as possible. At [*2], thagening is
different: “If we install a JIS facility, we are g to make some kind of customer service centie &fur quality, our engineering and our supporthe JIS
facility will be enormous. That way, we are goilogset up our satellite facility, positioned neateshe customer, as good as possible.”

Size

The supplying small and medium-sized entezpris fifteen years ago now belong to big multioradils. That has little effect on local operatiamddtions that
still go by the same contacts, but has a hugeteffethe settlement of potential difficulties, thieh costs are attached. While previously suchlprob could
be settled locally, those conversations are now Yiel a different structure. And in a large unwjetitganisation, it can take weeks or months tatgeugh the
organization and arrive at the right person.

Volvo, me included, feared that this approach \atftastic service would change, now that we haddik together with a gigantic American organizatigVe
expected that when Volvo would now have a quesfi@ would not answer with a simple “No”. Still, evexpected they would analyse the question, lockt
was in the contract, check up on what they hadraily committed and verify whether they now fulidl those commitments.

A couple of JIS facilities belong to large Ameriagroups, which are even larger than Volvo. Coneetiy, these local facilities must implement thenstard
application of the group. Volvo can not ask a tonhf those suppliers, because they follow their path and, that way, try to shield off their temjtoThey do
not want to learn from the smaller suppliers anehaballow the smaller suppliers to learn from théfet, this goes against the philosophy of the Bepfeam,
which purpose is to make all suppliers cooperage g®up.

Ownership

A family firm has a broader picture. Rermore, people in a family firm meet personallg &equently keep in touch with each other. Fomepd, [*2] holds
a yearly general assembly in Germany. [...] Thekmion was that they want to be a combinatiorhefdtrength of a professional international mutioreal

with the characteristics of a family firm, namehegd of work and openness in culture.
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If  am in a meeting with a family firm, there Wélways be someone of the family present; oragtisomeone who has something to say in the fafigt
gives the signal to the customer: “This is howiit bie. Yes, we are going for it.” That is the mags. And that works faster. That leads to morekléty,
because the culture and structures are there fgup

Previously, [*4] was a family firm. [...] The familgharacteristic led to the fact that Volvo only Hadtall the owner to get something done on a iteisaue.
In that case, everything had to give way to Volad averything immediately had to be put in ordertli@ customer Volvo. That service was alloweddst ¢
anything. Dealing with Volvo's issue became firsbpty, without any discussion.

Nationality

Apparently, national culture plays &rm the organizational culture of the local J&8ility and its mother company. Another factor paigly influencing
organizational culture is the size of the orgamizatSuch factors influence the organizationalureltand that culture influences the speed at wihietelation
can switch to a friendly relation. [...] As a resutir relation is smoother with a German family fitlnan with a big French multinational.

The art of situational leadership fits in a cutlike the Swedish one, which also influences Vaud where an executive is called “coach”. Thatalg “we
together”. In American companies, there is no sibnal leadership, but domination. There, an exeeus called “boss”. That signals: “you alone”. TAn
American supplier will usually choose the businggsgroach. The supplier only verifies an outsidestjoe by means of the contract. And when the qoessi
judged as not their responsibility, the case isetb A Swedish supplier, however, rather choosefindly approach. So, when a question enters the
company, the supplier will only be satisfied whiere is a solution for the question. For the seppii does not matter whether the question ig thei
responsibility or not.

[*5] is the house of distrust, while Volvo aspitée complete opposite. At Volvo, any employee tede decisions. At [*5], one needs five signatukthe top
management. The reasons for that are the facf*8jas a very large organization and the fact tft&] is an American organization, which only workg the
rules. According to me, [*5] has loads of peopléting books full of rules. [...] Volvo, however, engyls the consultation model with cooperation angbihel
each other.
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FIGURE 3.2

High cultural resemblance VCG-SAG1 MCS fit and perbrmance consequences over time
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FIGURE 3.3

Low cultural resemblance VCG-SAG2 MCS fit and perfemance consequences over time
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