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ABSTRACT

It is clear that there is a strong drive for organisations to adopt the shared service
model with the intention to gain some economic benefits. This research also
acknowledges the theory on supplier relationship management, as well as relationship
guality management and how these two bodies of knowledge are connected to shared
service and ultimately how they affect the relationship benefits between buyers and
sellers in business to business environments. With the growing importance to
distinguish one’s business from others to gain competitive advantage, relationships
have become a crucial differentiator. It is important to appreciate whether the shared
service model enhances relationships or not. This research therefore sought to
examine the relationship quality measure elements such as trust, satisfaction and
commitment as well as the relationship benefits; social, psychological and functional

which are impacted by the introduction of a shared service.

The research findings offer some important insights into how the introduction of a
shared service model into an organisational structure impacts these relationship
benefits. When comparing a shared service structure to that of a decentralised model it
was evident that all elements of relationship quality and benefits changed. The results
indicated that once the shared service became the central point of contact and
communication for many of the suppliers, relationship quality and relationship benefits
declined. Further, the results found were that many of the anticipated benefits of

shared service were also not seen or experienced by the suppliers.

This research involved two phases, a qualitative phase component and a quantitative
phase. The qualitative phase involved face-to-face interviews with five significant
suppliers to Sasol, companies in industries such as Civil, Manufacturing as well as
industrial goods suppliers. The quantitatvie phase involved an electronic survey,
distrubuted to all of Sasol's suppliers. The data gathered from these interviews and
surveys, together with the reviewed literature helped to measure the affects of shared
service on supplier relationhships. One hundred and forty questionairres were

processed and data was subjected to a variety of statisical analysis.

This research will add to the limited knowledge of shared service as well as equip
managers implementing shared service with some strategic insights. When

implementing shared service it is imperative to look beyond mere cost savings and to
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also consider the relationhip affects for all concerned when changing the relstionship

dynamics.

KEY WORDS

Shared service (SS), Relationship benefits, Relationship quality management

ii

© 2014 University of Pretoria. All rights reserved. The copyright in this work vests in the University of Pretoria.



DECLARATION

| declare that this research project is my own work. It is submitted in partial fulfilment of
the requirements for the degree of Master of Business Administration at the Gordon
Institute of Business Science, University of Pretoria. It has not been submitted before
for any degree or examination in any other University. | further declare that | have

obtained the necessary authorisation and consent to carry out this research.

11 November 2013

Bradley Noel Hirst

iii

© 2014 University of Pretoria. All rights reserved. The copyright in this work vests in the University of Pretoria.



ACKNOWLEDGMENTS

There are numerous people who | would like to thank for their support and

understanding over the last two years.

To my Lord Jesus Christ, from whom | derive all my strength.

To my supervisor, Brett Kilpatrick: Thank you for your willingness, persistence
and dedication when assisting me through this momentous task. Your constant
affirmation was always encouraging to slog on.

To Sasol and my colleagues and especially my manager Rob Meeding: Thank
you for giving me the opportunity of completing my MBA. | will be forever
grateful.

To all my family and extended family: Thank you for the constant support and
understanding.

To my friends, for all the missed braais/rugby games and good “kuiers”: Thank
you for your understanding.

To my most amazing wife, Charlese: | give my final thanks; without you | would
have never been able to complete my MBA. You have been my pillar of
strength through the past two years. You have not dealt one complaint; only
support, love and compassion. You are, without a doubt, the main reason for

me surviving the past two years; | love you always.

iv

© 2014 University of Pretoria. All rights reserved. The copyright in this work vests in the University of Pretoria.



TABLE OF CONTENTS

A B S T R A T et e ettt a et e et e e e ara s I
KEY WORDS ...t e e et ettt e e e e e e e bbb e e e Il
DECLARATION ...ttt ettt e e e e et ettt e e e e e e e e e tabb e e e eeaeas 11
ACKNOWLEDGMENTS ...ttt et e e e e et e e e e e e eeeans v
LIST OF FIGURES. ... ettt e et e e e e e e eaeans Vi
LIST OF TABLES ... e Vi
CHAPTER 1: INTRODUCGCTION .ot 1
1.1 INEFOAUCTION .. 1
1.2 Research ProbIlem ... e 1
1.3 Research ODJECHIVES ........cooeiiieieee e 4
CHAPTER 2: LITERATURE REVIEW ...t 5
2.1 T 1o o 18 Tox 1o o PR 5
2.2 Relationship Quality Management............ooooooiiiii e 5
2.3 SNAIEU SEIVICE....cciiiiiiiiiiiiiiieeeeeeeee e 8
2.3.1 Supplier Relationship ManagemeENnt ...............uuuuuurmreiuimreieieieieieieinieinr———————.- 10
G I = Vot T T 1 1 12
2.4 Relationship Quality Management in a Shared Service Environment ............ 13
2.5 The Formation of Relationship QUAlItY ...............euviviiiiiiiiiiiiiiiiiiiiiiiiiiiins 15
T RS o Tor = | = o1 - 1 15
2.5.2 INfOrmMation EXCRANJE ... ...uuuiiiiiiiieieieieiieie e areeeseeeees e aersrersrersrssnrnrnnnrnrnres 17
TR T = To [U]=T o Ty VAo I o] | = Lo PP 18
2.6 The Drivers of Relationship Quality ...........ccccoiiiiiiiiiiii e, 19
12200 0t I 11 PSSP 20
P2 G T o 111 121112 =T o1 SO 21
2.6.3 SALSTACHON ...ceiii i e 22
2.7 Relationship BENefits. ..., 23
2.7.1 FUNCHONAI BENETIES ....eiiiiiiiiiieee et 24
2.7.2 PsychologiCal BENEILS ..........uuuiiiiieiiiiiiiiiiiiiiiiiiieieieieieieieierererererersrerersrsrsrersrsrsrnrnrnrsrnne 24
2.7.3 SOCIAI BENEFIES ... 24
2.8 Relationship Benefits and Shared Service............ccccciiiiiii, 25
2.9 (O] o111 1=3 o] o [ 26
CHAPTER 3: RESEARCH QUESTION AND HYPOTHESES........ccccooivviviiieeen, 28
3.1 RESEArCh QUESHION ... e e 28
CHAPTER 4: RESEARCH METHODOLOGY ....cciiiiiiiiiiiiiieeeei e 30
4.1 T 1o T 18 Tox 1 o] o PSP 30
4.2 RESEAICH DESIGN. ... 31
4.2, 1 PRASE L (A) i ieieee ettt ettt b e e e b e e e e e 32
4.2.2 PRASE L (B)iiiiieiieiiiiii ittt nees 33
4.3 Data ANAIYSIS .....cooeieieieeee e 34
4.3.1 DeSCrPLVE SEALISTICS ...oiiueeteeiieeee ittt e e e s st e e e e e e s eanbneeeeae s 35
4.3.2 Reliability and Validity ..........coooiiiiii e 36
4.3.3 Independent SAMPIES T-TeSt....coiiiiiiiiiie e e e e e 37
B34 P-VAIUB ..ottt e r e e e e e s e e e e aae s 37
4.4 Potential Limitations to the Study .........ccooiiiiiii e 38
CHAPTER 5: DISCUSSION OF RESEARCH RESULTS......ccoiiiiiiiiieeei e, 39
5.1 T 1o o 18 Tox 1 o] o PSP 39
5.2 PRase 1 RESUILS ......ccoiiiiieeie e e e e 39
5.2.1 Phase 1 Semi-Structured Interview RESPONSES.......cccuvveirieeeeiiiiriieeeee e e s ssineeeeeee e s e 40
5.3 DeSCriptive StatiStICS .....vvvvieiiii e 42
5.3.1 Shared ServiCe: GENEIAL ........oo ittt e e e e 43
5.3.2 Shared Service DiSAUVANTAGES .......uuiiiaiiiiiiiiiiieie e ettt e e et e e e e e s arbaeeeaae e e eaes 46
5.3.3 Shared Service AdVANTAgES..........uueiiiii ittt a e aaeaeeeaa e e e aaes 48
D i T UST e 51
\

© 2014 University of Pretoria. All rights reserved. The copyright in this work vests in the University of Pretoria.



LT RS OT0 )1 41100111 ¢ = 0| A 53

5.3.6  SALISTACLION ....eeiiiiiiiii et e e nnaees 56
5.3.7 FUNCHONAI BENETIES ...oiiiiiiiiiiiiii e enaee s 58
5.3.8 Psychological BENETILS .......ccuuiiiiiiiiiieiiee e 61
5.3.9  SOCIAI BENETIS ..ottt a e e e 63
5.4 Pre-Shared Service vs Post-Shared Service Testing ..., 65
5.5 Reliability and Validity ... 66
5.6 Paired SAmpPIe T-TeSIS. ..uuuiiiii i e e e e 68
5.7 Paired Sample T-Tests (Grouped).........coooeeiiieiiiiiiee e 70
5.8 (0] o1 1113 o] o 1 71
CHAPTER 6: DISCUSSION OF RESULTS ..ot 72
6.1 INEFOAUCTION L. s 72
6.2 Review of the Research ODbJectives............ooooviiiii, 72
0 N 1Y/ 10 11 1= TS £ 72
T o 1Y/ 10 11 1= TS £ 74
G T 1Y/ 10 11 1= TS 1S 75
T 1Y/ 10 11 1= TS £ 77
T 1Y/ 010 11 1= TS LS 78
T 1Y/ 010 11 1= TS LS 79
CHAPTER 7: CONCLUSION ..., 81
7.1 T 1o o 18 Tox 1 o] o PSP 81
7.2 = Y T o 0T TSP 82
7.3 Management RecommendationsS..........ccooieeeiiiiiiiiiiiisi e e 84
7.4 Recommendations for future research ...........cccccoceeii i, 86
7.5 (@70 o Tod (11 o] o [0 PP PPPPPPPPPPP 86
REFERENCE LIST oottt a e e e e e aaees 87
APPENDICES ... ..o 96
Appendix 1: Drivers of Relationship quality table................cco 96
Appendix 2: Research Survey (raw survey qUEeSHIONS)..........eeeeeeeeiiviiiiiiiineeeeeeeeviiinnn 98
Appendix 3: Final RESEAICh SUIVEY .......coooiiiieeeeeeeee e 106
Appendix 4: DeSCriptive STAtISTICS........coeeeieeeeeeee e 109
Vi

© 2014 University of Pretoria. All rights reserved. The copyright in this work vests in the University of Pretoria.



LIST OF FIGURES

Figure 1: Adapted Conceptual Framework ..........ccooeeeiiiiiiiiiiiiieeeeceeeicene e 15
Figure 2 Drivers of Relationship QUality ............coovvviiiiiiiiiiiiiee 20
Figure 3 Relationship quality's evolution into relationship benefits..............ccccvvvnnnnnnn. 27
Figure 4: Research MOAEl ..........oouiiiiiiii e 30
Figure 5 Comparative graph of all nine sections means (Pre vs. Post shared service) 70
Figure 6 The nine dimensions grouped into their three categories.............cceeevvvvvvnnnn. 70
Figure 7 Comparative graph of consolidated group means (Pre vs. Post shared

SEIVICE) . 71
Figure 8 Results of Shared Service StUdY.........ccceeiiieiiiiiiiiiiicie e 83

vii

© 2014 University of Pretoria. All rights reserved. The copyright in this work vests in the University of Pretoria.



LIST OF TABLES

Table 1: Drivers of Relationship Benefit Definitions ..............cvviiiiiiiiiiciii e, 19
Table 2 List of titles and industries used in the Phase 1 (A) study ...........ccccccvvviininnnnns 31
Table 3: Sections Of QUESTIONNAINE.........uvuiiieiiiieeee e eee e e e e et eeeate e e e sba e eaens 34
Table 4: Key for Description of Answers from Questionnaire............cccccevvvveeeeieeeeeeennnns 43
Table 5: Key for Description of INfOrmation...................eueiemiiiiiiiiiiiiiiiiieeees 43
Table 6 Descriptive statistics, mean and skewness — Pre SSC General...................... 44
Table 7 Descriptive statistics, mean and skewness — Post SSC General .................... 45
Table 8 Descriptive statistics, mean and skewness — Pre SSC Disadvantages........... 46
Table 9 Descriptive statistics, mean and skewness — Post SSC Disadvantages ......... 47
Table 10 Descriptive statistics, mean and skewness — Pre SSC Advantages.............. 49
Table 11 Descriptive statistics, mean and skewness — Post SSC Advantages............ 50
Table 12 Descriptive statistics, mean and skewness — Pre SSC Trust ............cccvvveeees 51
Table 13 Descriptive statistics, mean and skewness — Post SSC Trust.............ccceeeees 52
Table 14 Descriptive statistics, mean and skewness — Pre SSC Satisfaction............... 56
Table 15 Descriptive statistics, mean and skewness — Post SSC Satisfaction............. 57
Table 16: Descriptive statistics, mean and skewness — Pre SSC Commitment ........... 53
Table 17 Descriptive statistics, mean and skewness — Post SSC Commitment........... 54
Table 18 Descriptive statistics, mean and skewness — Pre SSC Functional ................ 59
Table 19 Descriptive statistics, mean and skewness — Post SSC Functional............... 60
Table 20 Descriptive statistics, mean and skewness — Pre SSC Psychological........... 61
Table 21 Descriptive statistics, mean and skewness — Post SSC Psychological ......... 62
Table 22 Descriptive statistics, mean and skewness — Pre SSC Social....................... 63
Table 23 Descriptive statistics, mean and skewness — Post SSC Social ..................... 64
Table 24 Pre vs Post shared service testing...........uuieeiiiiiiiiiiiiiiie e 66
Table 25 Crobach's alpha (Pre-Shared SErVIiCe) ............uuuuuuiuiiimiiiiiiiiiiiiiiiiiiiiiiiiiiiiinenes 67
Table 26 Cronbach’s alpha (Post-Shared ServiCe) ...........ccccccurrmmimmiimiiiiiiiiiiiiiniinnnennns 67
Table 27 Paired SamPpPles TESE ... .ccoiiiiiiiee e e e e e e eaeees 69
Table 28 Pre - Post shared SErviCe MeEaN............ouuuviiiii e e e eeaeeeaeees 69
Table 29 Paired Samples T-test (Grouped) .........couuueiiiiiiiiieie e 71
viii

© 2014 University of Pretoria. All rights reserved. The copyright in this work vests in the University of Pretoria.



CHAPTER 1: INTRODUCTION

1.1 Introduction

According to Deloitte’s (2013) shared service survey, organisations are actively
implementing shared service centres (SSC) to maximise value and cost savings. The
survey also mentioned that businesses are considering opportunities to expand and
add value throughout all departments by means of a SSC. Many of the major
multinational companies and government organisations worldwide have adopted the
shared service model. And yet there has been little academic attention given to shared
service research, thereby making this research applicable and relevant (Murray,
Rentell, & Geere, 2008). According to Janssen (2006) the promises of the SSC are
often not realistic and therefore there is a requirement for further research into the SSC
concept. The shared service is an untapped reservoir because there has not been a
significant amount of literature or research on procurement through the means of a

SSC or shared service in general (Murray et al., 2008).

Shared service is a form of partnerships management which is seen as a core
competency that is able to lead organisations into a knowledge-based competitive
advantage. Therefore partnerships, between firms and their suppliers can be
considered a critical manifestation to build this capability (Johnston, McCutcheon,
Stuart, & Kerwood, 2004). According to Kelly & Scott (2012), value creation in a
relational context can be characterized as a process dependent upon interaction and

dialogue between buyers and sellers that build and sustain mutual commitment.

1.2 Research Problem

According to Lui, Li and Zhang (2010), when a quality relationship exists both parties
reflect the relationship strength in the degree to which both partners’ needs and desires
are satisfied, as well as the depth and atmosphere of the relationship. When business
loses these relationships and the associated loyalty it is usually due to insufficient
attention that has been given to these relationships (De Burca, Fynes, & Roche, 2004).
Companies have been encouraged to develop close relationships with suppliers and
adopt relationship quality management tools to be successful (B. Fynes, Voss, & de
Bdrca, 2005).
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Only one body in the shared service design has full responsibility for managing supplier
relationships, known as the single service recipient. Irrespective of the diversity of the
business units (BU) the relationships are handled by a single service recipient, and this

therefore raises the question, “Can this arrangement facilitate a quality relationship?”

According to Ulaga and Eggert (2006) relationship quality as seen in almost all the
literature must display all of the following elements: trust, commitment and satisfaction.
These three elements must be present to establish a quality relationship; satisfaction
will only turn into commitment if there is trust in the relationship. Once these three
elements are present in a relationship you reap the relational benefits. Relationship
benefits, such as psychological benefits, include trust which assists in addressing
perceptions of reliability, empathy, support and understanding, and social benefits of
sharing, affinity and friendship. By acknowledging these psychological and social
benefits, it leads to a wider range of profits that extend beyond functional or economic
benefits (J. C. Sweeney & Webb, 2007).

Turle (2010) conferred that shared service designs make no mention of the
psychological and social relationship while focusing mainly on functional or economic
benefits. The shared service centre (SSC) is being pushed as the best idea for larger
organisations so that they are able to capitalise on optimisation and extensive
economies. The shared service speaks greatly about consolidation and economies of
scale and very little about psychological and social relationship benefits that used to

exist between the suppliers and the BU procurement personnel.

The intention of this study is to determine whether these relationship aspects have
been ignored and if so, how to assist the SSC to service the individual business units
while maintaining relationship benefits (Ulbrich, 2006). When the SSC design calls for
the consolidating of service providers, the SSC takes the organisation’s best interests
to heart rather than that of the individual business units. The challenge is determining
whether the SSC considers the BUs individual needs when establishing contracts and

purchasing agreements as a collective.

According to Turle (2010), a line of communication could be created between the BU
and the suppliers; this may however erode the benefits of the SSC which is meant to
reduce the duplication of work and costs. Turle (2010) also suggested that the obvious
answer is to provide a means of communication for the end-users to contact the
suppliers directly; however this inhibits a great deal of the reason behind creating the

shared service design. The intention of this study is primarily to determine whether the

2
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SSC has resulted in the deterioration in relationship quality and the loss of the

associated benefits due to the implementation of the SSC.

Developing a relationship and interacting with suppliers often results in strong
partnerships forming, which in turn results in suppliers playing a much more proactive
role in the design and new product development process. However for this partnership
to form it requires that the suppliers become involved in the relationship early on as
well as routinely in the design and development process. This involvement assists in
the quality of the design as well as the process that culminates in the product (B. Fynes
et al., 2005) (B. Fynes, de Blrca, & Mangan, 2008).

However Herbert (2010) stated that there is a problem in that there is no one actively
engaged in the SSC who actually knows the end-users in the BU or how the business
processes work. Therefore, the following question is posed: “How is the SSC able to
assist in new product development and design processes when it is not even familiar
with the BU it is serving?” The motive for developing relationships is to achieve
mutually satisfying rewards (B. Fynes et al., 2008). According to De Burca et al (2004)
cooperative behaviour maintains a relationship that is mutually beneficial. In a shared
service, the goal is to achieve functional benefits for the buyers but not necessarily for
the suppliers; this is therefore not mutually beneficial. The large concern from only
analysing costs and cost reduction is that often the supplier loses out in these

relationships (Kalwani & Narayandas, 1995).

According to Fynes, de Bdrca, and Mangan (B. Fynes, de Burca, & Mangan, 2008), by
leveraging buyer seller relationships, relationship partners are able to utilise the
relationship to acquire resources outside of the organisation. These relationships lead
to the appropriation of these resources. With the knowledge available to the SSC and
an embedded culture of command and control in the SSC, the amount of BU specific
collaboration that actually takes place needs to be measured (Herbert & Seal, 2012). A
major benefit of relationship quality is that it increases customer retention and provides
competitive advantage, and because it is an intangible asset it is difficult to duplicate
(Hyun, 2010). Relationship specific communication and coordination results in valuable
routines being set up, which enhances the generation of specific knowledge regarding
the capabilities of the relationship partner (Krause, Handfield, & Tyler, 2007). Alliances
that add value to both parties in a partner relationship require collaboration as this
creates joint value rather than a fundamentally nominal return on investment
(Narasimhan & Nair, 2005).
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Therefore when it comes to the execution of any task, there is an ease in assigning
exactly which supplier is most capable to assist. Through this communication there is
also a common language that develops so technical and design conversations become

easier.

1.3 Research Objectives

The shared service model is an organisational design utilised to improve the
organisation’s effectiveness and overall efficiency. The intention of this study is to
determine the impact of the shared service model on the relationship benefits between
the suppliers of the various goods and services and the end user in the business unit.
The study also attempts to provide recommendations on how to repair that relationship,
if it is found that the relationship has deteriorated due to the additional link. This
additional link in the purchasing chain is the shared service centre (SSC) or office
being added into the traditional decentralised organisational structure. The aim of the
research is to assist the business units in maintaining critical supplier relationships
despite the shared service centre. The purpose is to understand the impact of
relationship benefits and to make suggestions on how organisations can successfully
apply the shared service model.
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CHAPTER 2: LITERATURE REVIEW

2.1 Introduction

The literature on shared service presents the many definitions, views and justifications
for the implementation of a shared service design. Most of the motives and
justifications for the implementation of a shared service design have been discussed
with many of these motives being related to how a shared service design affects
economic benefits. However, not much is mentioned regarding how this design affects
the relationship benefits.

The literature review comprises of seven sections. First, a complete discussion of
relationship quality management is made. Second, the intention and nature of shared
service is explained as the motive for completing this research. Third, a comparison is
drawn between what defines a quality relationship and the intention of a shared service
model. Fourth, these aspects are harnessed to form a relationship called quality
management in a shared service environment. In the ensuing sections of the literature
review, the formation or relationship quality management is defined, namely through
social capital, information exchange and frequency of contact as well as the drivers of
relationship quality management, trust, satisfaction and commitment. Finally, the
relationship benefits are defined by analysing functional, social and psychological

benefits.

2.2 Relationship Quality Management

Relationship quality management (RQM) has varying definitions but a distinct construct
is required in order to understand how a connection can be classified as a quality

relationship.

According to Huntley (2006) relationship quality is the degree to which buyers are
satisfied with the overall relationship which is determined by the product and service
quality. Furthermore, it is influenced by the price paid for the value received and the
degree to which the relationship functions as a partnership. Relationship quality
requires that the relationship’s participants have a good understanding of the
production system and product quality of each other (Song, Su, Liu, & Wang, 2012). A

“quality relationship between buyers and sellers bind members to each other in such a
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way that they are able to reap benefits beyond the mere exchange of goods” (De Burca
et al., 2004 p62).

Relationship quality is the meaningful measure of the positive relationship and strength
that exists. The understanding of the strength of the relationship assists in being a
significant predictor of what can be expected from that relationship based on how
healthy it is (Choo, Jung, & Chung, 2009) (Crosby, Evans, & Cowles, 1990).

Lovblad, Hyder and Lonnstedt, (2012) suggested that in any relationship there is a
psychological contract; the expectations of what is required from the other party in the
relationship. Based on the psychological contract established between buyer and
seller, there is a manner in which all relational aspects are perceived between buyers
and seller. These psychological contracts are built based on that established
relationship. As these psychological bonds mature, the more important the relationship
becomes (Choo et al., 2009). The shared service centre is the custodian of the
relationships with the suppliers, not the business units (M. Janssen, Joha, &
Weerakkody, 2007). This begs the question, “If the relationship is being built between
the SSC and supplier, what is the effect on the psychological contract established with

the supplier and the business unit?”

According to Song (2012) there are two distinct levels of value between buyer-supplier
relationships. The first level is the economical function; in other words, quality and
price. The second level is the relationship value; these are the benefits due to the
relationship that has been established. Therefore if a relationship partner wishes to
extract the full value of a relationship, the relationship should see economic, technical,
service and social benefits for the price it pays for the offering (Anderson, Narus, &
Narayandas, 1999).

The benefits that occur from a relationship go beyond any technical, service or
economic benefits that form part of the supplier’s offering; there are other benefits that
can be achieved through long-term supplier relationships (Song et al., 2012). The
benefit of RQM is that it results in close relationships that conclude in improved quality,
service delivery and reduced cost. It also leads to sustainable improvements in the
quality of the product or service. The result of this is innovation, enhanced
competitiveness, product development, technology deployment and problem solving
and increased market share (Kannan & Tan, 2006). The benefits of maintaining the
relationship is that the exchanges that take place in the relationship become more

predictable and reliable since both parties understand each one’s business operations.

6
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The other benefit is the degree to which adaption takes place so that the relationship
partner assists in attaining new markets and new product/service solutions (Song et al.,

2012). According to Sean (2004) there are three characteristics of relationship quality:

1) Social dimension — if there is no trust there can be no relationship.
Understanding the relationship needs is central to building a high quality
buyer/seller relationship.

2) Technical dimension — this is the provision of the timely and relevant
information, the professionalism of the technical support service and the
knowledge and expertise of the technical support.

3) Economic Dimension — this is the fulfilment of the promises made during the

negotiation or before the deal comes to its conclusion.

As the relationship matures and the quality of relationships with suppliers increases,
the more the buyers build deeper trust relationships and mutual commitment. This then
facilitates the behaviour of sharing knowledge and common networks (Choo et al.,
2009) (Singh & Jayant, 2012). As this relationship progresses and matures, the
functional benefits such as price, quality and design diminish in importance. Supplier
and buyer expectations converge when this occurs and the expectations such as trust;

reliability and integrity replace these concerns (Choo et al., 2009).

As the relationships converge to display satisfaction and trust, suppliers voluntarily
commence scouting actions by passing on technical, exchange, or market related
information. Therefore, simply by maintaining these relationships, suppliers are more
likely to pass on information about the environment and the markets so the buyers can
manoeuvre successfully. This information transfer regularly results in innovation
development; and can be in the form of innovative ideas, supplying innovative
components and productions facilities or even collaboration on development projects
(Walter, Miller, Helfert, & Ritter, 2003b). Relationship quality leads to better operational
performance and the building of success in the market (B. Fynes et al., 2008)
(Rauyruen & Miller, 2007).

In any outsourced partnership or relationship there needs to be a common, clear vision
and a goal to ensure the partnership’s quality. Shared service acts as the partner
between the BU and the supplier, and the social exchange between the two

participants are activities to exchange valuable resources (Lee, 2001).
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2.3 Shared Service

The term shared service was established in the early 1990s to transform the traditional
means of completing the day-to-day administrative services that were scattered
throughout the different business units. The idea was to consolidate these services into
one centralised unit, generally named a shared service centre or shared service office
(Marshall, 2010). According to Murray (2008) a shared service model is “a collaborative
strategy or transitional process between a parent corporation and a business
unit...created specifically to provide service to all or part of the parent corporation”
(p.543). Ulbrich (2010) stated that “The essential principles behind the shared-services
idea were to make better use of internal resources. This was done by elimination of
costly duplication of staff functions in decentralised organisations and concentrating
subsets of existing business function into one or a small number of new, semi-

autonomous business units — the shared service centres” (p.251).

Murray (2008) posited that a shared service can provide aggregated buying. For
example, the purchasing activities are broken down into categories to optimise
corporate resources where purchasing activities are classified according to these
categories (Ulbrich, 2006). A case in point is where one has consumables, civil,
mechanical or process material categories. These categories were created by taking
the procurement people from the decentralised organisation and placing them in the
SSC and making them specialised in a specific category of procurement (Ulbrich,
2010).

The SSC is meant to be a strategic means to source or to be utilised as a sourcing
arrangement that is focused on the long term. It allows for a number of business units
to be consolidated into one semi-autonomous business unit with a management
structure aimed at achieving efficiencies that results in cost savings, increased value
and improved service (M. Janssen & Joha, 2006). The SS (shared service) model was
an attempt to grasp the best of both worlds—the centralised and decentralised models.
The assumption was that SS would gain the economies of scale similar to that of a
centralised model as well as the relationships, flexibility and speed of service of the
decentralised model. The belief was that, with relative ease, the service provided to
one supplier could simply be duplicated and thereby the company could service many
suppliers with relatively limited efforts (M. Janssen & Joha, 2006). However, there were
some challenges in accepting that the benefits of both models could be achieved by

utilising the SSC. The cost reductions and service improvements of the centralisation
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were not really achieved. The closer relationships of the decentralised model were also
not found. What was noticed was that there was less experimentation and there was a

noticeable reduction in innovation (M. Janssen & Joha, 2006).

Some companies also categorise shared services into two distinct categories, namely
transactional shared service and strategic shared services. This segregation is broadly
based mainly on value and scarcity. The reason for this categorising is that there is the
belief that not all relationships should be closely managed as a partnership. Rather, the
type of relationship built should be based on the circumstances (Harland, 1996).
Harland (1996) also explained that competitive advantage is gained by effectively
harnessing the potential of the networks that are gained through relationships. There
are many variations to this model but generally speaking, if a product is very valuable
and scarce in terms of the number of suppliers, it is classified as a strategic item.
Scarcity includes core technologies, system integration, rare commodities, as well as
the intention to focus on added-value activities (Handfield, Ragatz, Peterson, &
Monczka, 1999).

If, however, the product is commonly found and modestly priced it is classified as a
transactional item. In the case where there are products that are extremely critical to an
individual business there is a category of products know as BU retained products.
However from a BU perspective there is not much difference in terms of treatment
received from SSC to the end users, regardless of whether it is a transactional or a
strategic good or service. There will, however be a difference in how the SSC manages
these contracts internally. The adoption of a shared service requires a higher level of
interdependence amongst the business units and organisational boundaries (M.
Janssen, Joha, & Zuurmond, 2009).

Janssen (2009) stated that a shared service arrangement is a system where a semi-
autonomous unit provides a set of pre-defined services to the business units within the
organisation entity. Shared service is defined as “the concentration of dispersed
service provisioning activities in a single organised entity” (p.16). Relationship
management issues have to be managed to be able to gain the benefits of the shared
service centres. To adequately manage relationships personnel require specific skills

and competencies (Carr & Kaynak, 2007).
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2.3.1 Supplier Relationship Management

Supplier relationship management performance is very dependent on the amount of
information sharing that takes place; it is considered one of the crucial determiners of
effective supply chain performance (Voigt & Inderfurth, 2012) (Johnston et al., 2004).
However, in the SSC design the shared service practitioner is responsible for the
relationship management therefore it moves from the BU to the SSC to manage the

customers (M. Janssen et al., 2007).

Voigt (2012) stated that if there is information sharing and shared planning in the
supply chain there would be a higher level of trust between the suppliers and the
buyers. To succinctly add value through the strategic purchasing contribution through
the SSC, it is argued that there needs to be a build-up of trust (Murray et al., 2008).
Herbert (2010) stated that there is a problem in that there are no individuals who sit in
the SSC who actually know the end-users in the BU or how the business processes
work. Therefore it is difficult to discern early warning signs that something has gone
wrong and requires urgent action. Johnston (2004) stated that the advantage of
collaboration between buyer and seller is the provision of strategic information about
any planned changes, either in capacity or future product changes. This collaboration
makes for joint responsibility in problem solving and shared planning as well as
flexibility in the relationship that deals with unanticipated business changes. The goal of
these buyer-seller relationships is to achieve higher value for both parties that could not
have been achieved by any one of them on their own (Wagner & Lindemann, 2008).
When buyers and suppliers combined resources, the suppliers became a source of
competitive advantage, but this is only when there were mutually beneficial outcomes
(Jap, 1999).

These buyer and seller partnerships result in new products and service development.
These partnerships can also result in both reduced cost and risk to acquire product
market entry, due to the synergy in resources (Johnston et al.,, 2004; Wagner &
Lindemann, 2008)(Johnston et al., 2004). The benefit of the SSC is that it allows for the
suppliers to interact with one service recipient—that being the specific person in the
supplier's business handling the contract (Turle, 2010). The concern with the shared
service type of arrangement is that there is a lack of direct control of the relationship
with the suppliers from the BU perspective (Turle, 2010). For the benefits of the

supplier relationship there needs to be trust and trust occurs from frequent face-to-face
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contact and sharing or critical information (Johnston et al., 2004) (Kumra, Agndal, &
Nilsson, 2012).

The shared service design assists to free up resources so that the organisational
business units have the capacity to concentrate on their core activities (M. Janssen et
al., 2009). As much as the SSC frees up the BU to concentrate on core activity,
competitive advantage is gained when supplier relationships assist in delivering value
beyond core service alone (Dagger & O'Brien, 2010). The whole design of supplier
relationship management is to be customised to the unique BU requirements and a
core activity of the BU has to be coordination with the suppliers. These supplier
relationships largely affect the BU’s perception of quality, without them the perception

may change (Dagger, David, & Ng, 2011).

Business units are expected to relinquish much of the authority and relationship to the
SSC (M. Janssen et al., 2009). The distinguishing factor between the archaic arm’s
length relationship and the collaborative relationships is the degree to which buyer and
seller coordinate (Johnston et al., 2004) (Kumra et al., 2012) (Jap, 1999). The control
of the collaboration in the shared service design is passed over from the BU to the
SSC. The problem with this is the SSC has an embedded culture of command and
control which does not necessarily consider individual requirements within the BU and

rather focuses on the activity (Herbert & Seal, 2012).

Sheth and Sharma, (1997) suggested that businesses are starting to realise that
integrating business and suppliers is critical because the suppliers create much of the
value. This value creation is evident in areas that include access to technology, access
to markets as well as access to information. Developing these relationships with
suppliers is critical for the successful functioning of firms. These relationships reduce
transaction costs and uncertainty and therefore increase the efficiency of transactions
(Sheth & Sharma, 1997). Effective integration of significant suppliers into the supply
chain is what will assist manufactures in receiving the supply improvements that are
necessary for a company to be successful and remain competitive (Handfield et al.,
1999).

According to Handfield et al., (1999) managing supplier relationships and involving
them in new products, processes and service generation has the potential to reap
company altering results. Involvement of suppliers during the design phase of new
products results in shorter design cycles and faster introduction, which in turn

increases the sales revenue (Handfield et al., 1999; Stanley & Wisner, 2001).
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Businesses often desire supplier investment in technology to improve the level of
service for their customers. If businesses have a relationship with suppliers, they would
be more willing to invest in that asset or technology (Sheth & Sharma, 1997). Harland
(1996) explained vertical disintegration—a process where businesses start working
together to form relationships with suppliers. When barriers to communication are
broken down, it is easier to ensure that business has the latest information and
technology via these B2B relationships to remain competitive. Businesses are therefore
able to fit into changing market conditions. By disintegrating barriers companies can

improve service quality (Harland, 1996).

2.3.2 Service Quality

In order to provide service quality, it is important that organisations are aware of what it
is that the customer wants, as well as the criteria it uses to evaluate the service offering
(Johnn-Yee Choy, Siew-Yong Lam, & Thean-Chye Lee, 2012). If there is a detachment
between what the BU wants and what the supplier is offering and the SSC does not
communicate this well, it directly affects the profitability of the service provider
(Rahman, Khan, & Haque, 2012) (Stanley & Wisner, 2001) (Caceres & Paparoidamis,
2007). If the service quality is compromised, it affects the repurchase intention due to
unsatisfied customers (Johnn-Yee Choy et al., 2012). Often, the problem with the SSC
is that there is no one in the SSC who knows the end-users in the BU or how the
business processes work, so it is difficult to know what the customer considers to be

service quality (Herbert & Seal, 2012).

According to Hu, Kandampully, and Juwaheer (2009), service quality is centred on the
customers and their pursuit of perceived superior customer service. This is very similar
to the supplier relationship management mentioned earlier where collaboration
uncovers this perceived superior service. Service quality is positively associated with
the willingness to pay more for the service if it means it will be of a higher quality (Hu et
al., 2009). However, cost reduction is often the primary reason why organisations adopt
the SSC,; it is about economies of scale and the provision of the optimal solution at the
lowest possible cost (Ulbrich, 2006). Service quality can result in a more competitive
organisation and higher levels of customer satisfaction, but that means the suppliers
must be fully aware of the actions and function within the business units so they
understand the service quality of the BU (Chen, Huang, Shu, & Wang, 2013). One of
the significant dimensions of service quality is understanding and knowing the
customer (Awan & Mahmood, 2013).
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Caceres and Paparoidamis, (2007) stated that companies that provide better service
quality are generally those that succeed; it is considered an essential strategy in the
current competitive environment. Service quality assists companies in achieving higher
than normal growth and therefore captures more market share. It is important to note
the customer is not only examining the nature of the service (technical aspects) but
also the functional quality of the service. These two aspects result in the perceived
service which is what the customer will measure the expected service on (Caceres &

Paparoidamis, 2007).

2.4 Relationship Quality Management in a Shared Service

Environment

Implementing a shared service is a major decision as it has a long-term and strategic
impact. The intended benefits of the SSC often remain unmet. The reason for this is
because the success is dependent on the relationship that is established between the
Bus, the suppliers and the SSC. Because the BUs all have different needs, resources
and capabilities and more importantly vastly different goals and interests, it is difficult
for a SSC to manage all these complex and difficult relationships (M. Janssen et al.,
2007).

The SSC has two roles; one is to deal with operations and the other role is the
management of the relationships with the users. The SSC is responsible for
maintaining and coordinating all the relationships from the customers (BUs) to the
external suppliers. The shared service centre is the custodian of the relationships with
the suppliers and not the business units (M. Janssen et al., 2007). Janssen depicted
the relationship between the Bus, the suppliers and the SSC as having no connection
between the BU and suppliers. The benefits from the buyer/seller dependence to some
degree are lost, and this interdependence has an important implication for the

collaboration and interaction between the relationship partners (B. Fynes et al., 2005).

According to M. Janssen and Joha, (2004) managing these relationships centrally save
a great deal of the operating budgets of companies adopting shared service. By
providing service from only one local department takes less effort. The SSC is seen as
an individual business unit. The SSC centralises relationships so it is able to save a
great deal of money. However the communication in RQM is the formal and informal
sharing of information between the suppliers and buyers that assists in collaborations

and the passing of critical knowledge. This collaboration and sharing assists buyers

13

© 2014 University of Pretoria. All rights reserved. The copyright in this work vests in the University of Pretoria.



and sellers in engaging in joint planning and the setting of goals (B. Fynes et al., 2005).
Formal and informal sharing would be the flow of information between buyers and
sellers; the SSC acting as the BU seems to have absorbed the direct link between

buyer and seller.

The value in these supplier and buyer relationships lies in the exchange of knowledge
and resources and developing further activities. Therefore it is critical that buyers have
a close relationship with their suppliers to stay ahead of the competition (Chang,
Cheng, & Wu, 2012). Based on the need for close buyer/supplier relationships, the
SSC that acts as the relationship custodian seems to contradict that premise.

Chang et al., (2012) confirmed that quality relationships are generated through a stable
and healthy working relationship; these relationships act as a conduit where
information and resources flow and this all aids in innovation. Power is the ability of one
of the relationship partners to control or affect the other party’s’ activities. Therefore if a
supplier complies due to force or power, that has a negative impact on the relationships
(Mysen, Svensson, & Hdgevold, 2012).

Buyers and sellers often have divergent interests; buyers tend to analyse the technical
aspects of this relationship where sellers are more concerned with the social dimension
(De Burca et al., 2004). These divergent interests are similar to Porter’'s Five Forces
Model where suppliers and buyers compete for power. Suppliers want to obtain the
highest reasonable price and the buyers generally want the cheapest price from the
supplier, so these relationships are vulnerable to conflict (Gullett et al., 2009). If one of
the relationship partners attempts to take advantage of the dependence of one of the
other actors in that relationship, it is unlikely that there will be a quality relationship
(Mysen et al., 2012) (Krause et al., 2007).

It might appear that the SSC is being advocated as the best idea for larger
organisations so that they able to capitalise on optimisation and extensive economies
(Ulbrich, 2006). These are all based on economics to embrace economies of scale to
leverage the purchasing power of the buyers, and it does not seem to consider the
factor of the relationship. To be able to build a relationship between these two parties it
requires trust, control and risk as they both want to pursue their distinct but syncretic
agendas (Gullett et al., 2009). The stratification design through a shared service is
there to consolidate suppliers to a reduced number of suppliers to enable closer
relationships with these suppliers, which then enables relationship quality (Dorsch,

Swanson, & Kelley, 1998). In the SSC there is limited BU specific knowledge, and yet it
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is the SSC’s responsibility to maintain cooperative relationships with these suppliers to
the BU. To assist relationship quality the buyers must be involved in assessing and
recognising important supplier characteristics to best service the BU (Song et al.,
2012).

2.5 The Formation of Relationship Quality

By offering personalised service, goods and other benefits, the BU assists in fostering
the drivers of trust, commitment and satisfaction (Kim, Lee, & Yoo, 2006).
Relationships over time form bonds which in turn create social and financial switching
barriers which, to a degree, protect the firms from competitor actions and facilitate
relationship building (Hyun, 2010). The figures below are examples of actions from

suppliers that assist in fostering those bonds.
Figure 1: Adapted Conceptual Framework

Formation of
Relationship Quality

(Social Capital)

Information

Exchange

Frequency of
contact

Chang et al, 2012

Social capital, information exchange and frequency of contact were found in all the
literature in some form or another. Of the elements identified as critical for the fostering
of RQ it was social capital, information exchange and frequency of contact that

encompassed most of the elements.

2.5.1 Social Capital

According to Lawson, Tyler, and Cousins, (2008) social capital is seen as the glue that
underlies effective supply chains and can result in an enduring source of competitive
advantage. Social capital is an asset that becomes available due to access to
resources through social relationships. Social capital facilitates the acquisition of

knowledge and becomes a means of exploiting that knowledge to create value (Yli-
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Renko, Autio, & Sapienza, 2001). Social capital between buyers and suppliers has
been found to drive down costs and assist with problem solving and overall improved
supply chain performance. As social capital increases between the buyers and sellers
so does the goodwill and the knowledge on the social values and norms of the other

party (Cousins, Handfield, Lawson, & Petersen, 2006).

Lawson (2008) expounded that there are three dimensions of social capital, namely
cognitive, structural and relational. Cognitive relates to the resources and shared
interpretations and systems of meaning, while the structural dimension denotes the
roles of the networks and the structure of the relationship. Lastly, the relational
dimension explains the personal relationships fostered over the period of the
relationship due to interactions which leads to trust, obligations and reciprocity (Lawson
et al., 2008). By investing in social capital the buyers and sellers build up a repository
of benefits and goodwill which are able to turn into hard benefits. These benefits come
in the form of overall reduction in supply chain costs and greater flexibility and reduced

product development time (Cousins et al., 2006) (Lawson et al., 2008).

According to Krause et al., (2007) tacit knowledge is shared with relationship partners,
so that a shared understanding is developed where goals are communicated that
results in a clear understanding of what constitutes improvement and how it is
accomplished. Johnston (2004) stated that when there is knowledge shared, such as
joint planning and activity with suppliers, there are benefits for the buyer. These
benefits include joint responsibility for problem solving, more flexibility in dealing with
unexpected situations and shared planning. Furthermore, these benefits result in
improvements in product and service development due to synergy in resources, as well
as reduced costs because there is a reduction in transactions costs as well as reduced

time-to-market for new developments (Johnston et al., 2004).

Krause et al., (2007) propound that once social capital is built there becomes a non-
competitive stance to learning that culminates in rather leading a level of learning and
relationship that exceeds other forms of alliances. Co-specialisation becomes a real
opportunity in these types of relationships where joint investments in skills are adapted.
Through social capital the information exchange goes beyond that of mere factual
knowledge, such as production schedules from the buyer’s side or available products
and pricing from supplier's side. The sharing moves from being merely factual to the
exchange of tacit knowledge which is the sharing of “sticky” knowledge, ideally the

technology roadmaps and shared values (Krause et al., 2007).
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2.5.2 Information exchange

According to Carr and Kaynak, (2007) for any supply chain to be effective it is critical
that there is a synchronised flow of materials and information between the suppliers
and their customers. This information needs to be detailed enough and frequent
enough and ideally the exchange of the information should not only be through

enabling technologies but through face-to-face interaction as well.

Companies that perform well in the area of information sharing also perform well in
supplier development which in turn results in a more committed relationship on the part
of the supplier. The result of effective information exchange with strategic suppliers is
that it can have a direct effect on the quality of the buyer’s products (Carr & Kaynak,
2007). Effective collaboration and information sharing has become a vital means of
gaining a competitive advantage. This formal and informal information exchange has
been emphasised as being important in many studies, however the key to achieve this

is trust between buyers and suppliers (Narasimhan & Nair, 2005).

Knowledge transfer is enhanced when working with well established relationships that
exhibit relational transparency and maintain multiple connections between relationship
partners. There must not be a competitive approach to knowledge sharing, there

should be goal clarity and this requires frequent interactions (Krause et al., 2007).

The degree to which the suppliers of the organisation initiate behaviours that
proactively discovers the buying organisation’s needs and requirements and assists the
buying organisation to be more competitive is termed initiating. If the buying
organisation volunteers the information, the need for initiating may be less. However
there are often opportunities that the buyers are not even aware of that may assist the
supplier to serve them better. These initiating factors help build the relationship
qualities that facilitate relationship benefits and tailor products and services to improve

the buyer’s competitiveness (Leuthesser, 1997).

The initiating behaviours displayed by supplier’s signals to the buyer display the intent
of the supplying organisation which is to improve the buying organisations’ product
offerings and is known as signalling. Signalling also entails advanced communication
about changes on the supplier’s side such as product design, pricing structure and
billing procedures. The initiating behaviour ensures that the supplier is fully informed on
the buyer’s side where signalling assists in making the buyers aware of any changes

on the supplier's side. This results in there being no surprises on the buyer’s side as
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they are given advanced notice so that they are informed of all impending changes
(Leuthesser, 1997)

Disclosing is the term used to describe the sensitive information that the supplier is
perceived to volunteer about itself, this is information is categorised beyond the normal
exchanges for day-to-day business. Disclosing includes information that might place
the supplier in a negative light or information on the internal workings. However, it is

done with the objective to form a trust relationship with the buyers (Leuthesser, 1997).

Cooperation and information sharing is found to be higher when there is a higher

frequency of contact (Krause et al., 2007).

2.5.3 Frequency of Contact

Interaction frequency is defined as information that is provided over and above the
usual interaction intervals. The intention of interaction frequency is to display
commitment to the relationship and reduce any ambiguity from both sides. This results
in better relationship communication and coordination, which in turn results in the

buyers having more confidence in the suppliers (Leuthesser, 1997).

Richness is the quality of interaction between buyers and sellers, meaning the
proportion of face-to-face time as opposed to telephonic or email transferals. Face-to-
face interaction is always seen as a richer form of communication as it includes not just
the verbal message but the facial expressions as well. The intent is to ensure, once
again, that any ambiguity is minimised and that there is an accurate understanding of

the buyer’s needs and expectations (Leuthesser, 1997).

According to Handfield et al, (1999) the more frequent the inter-company
communication, building of trust as well as working in partnerships, the higher the
likelihood of success. Sometimes this requires employing a product or collaboration
champion to ensure that there is frequent communication. Stanley (2001) stated the
more regular the communication and visits with suppliers, the larger the reduction in
delivery and quality problems. The more regular contact also resulted in lower levels of
inventory and fewer disruptions in productions’ schedules. Partnerships and visits to
suppliers are critical to external supplier performance (Stanley & Wisner, 2001). Trust
arises from frequent face-to-face contact sharing of information—which is often

proprietary information—all in an attempt to develop quality relationships (Johnston et
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al., 2004). For improved supplier cycle time and completeness of orders, buying firms

need to invest time and resources in suppliers (Carr & Kaynak, 2007).

2.6 The Drivers of Relationship Quality

Total value to the buyer is a combination of economic, technical, service and social
benefits. Therefore value is the antecedent of the drivers of relationship quality trust,
satisfaction and commitment which can be seen in Figure 2 (Ulaga & Eggert, 2006)
(Auh & Shih, 2005).

Value is the trade-off between the benefits that the buyer can receive and the costs.
Value has to be comparative with another supplier as the first priority before

relationship benefits are considered (Mysen et al., 2012).

According to Wong and Sohal, (2002) relationships are a series of transactions
between relationship partners, namely the drivers of the relationship trust, commitment
and satisfaction. When these drivers of trust, satisfaction and commitment are present
there are higher levels of retention and that ultimately results in organisational
profitability and hopefully the accompanied relationship benefits. Relationship quality
describes business relationships generally and this is typically conceptualised as a
higher construct by some combination of trust, satisfaction and commitment (Ulaga &
Eggert, 2006) (Rauyruen & Miller, 2007). There have been many studies on RQM but
the only area of convergence is trust, commitment, and satisfaction (Athanasopoulou,
2009).

According to all the literature reviewed (See Appendix 1: Drivers of Relationship Quality
Table) the most prominent elements driving relationship quality (RQ) are trust,
satisfaction and commitment followed by adaption, communication, cooperation and
dependence. All the drivers of RQ are listed in Appendix 1, however according to most
of the research trust, satisfaction and commitment are the three crucial elements to RQ
(Athanasopoulou, 2009; Auh & Shih, 2005; Caceres & Paparoidamis, 2007; Lin & Ding,
2005; Macintosh, 2007; Rauyruen & Miller, 2007; D. Skarmeas & Robson, 2008; Ulaga
& Eggert, 2006; Walter, Muller, Helfert, & Ritter, 2003).

Table 1: Drivers of Relationship Benefit Definitions

Organisational measure Definition Reference
of Relationship Quality
Trust Trust is defined by relationship partners having (Choo et al., 2009)
confidence in each other’s reliability and integrity
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Satisfaction Satisfaction is the social and economic exchanges (D. Skarmeas, Katsikeas,

within the relationship; Spyropoulou, & Salehi-
Sangari, 2008)
Commitment Commitment is the psychological attachment and the (De Burca et al., 2004)

loyalty resulting in a concern for the welfare of the
relationship partner

Adaption Adaptation is when the supplier adapts to the specific (B. Fynes et al., 2005)
important customers and adapt to the capabilities of
the specific supplies

Communication The formal as well as informal sharing of meaningful (De Burca et al., 2004)
and timely information between firms.
Cooperation Activities undertaken jointly (or in collaboration with (Song et al., 2012).

others) that are directed towards common interests or
achieving rewards.

Dependence A Firms need to maintain an exchange relationship to (B. Fynes et al., 2005)
achieve desired goals.

Figure 2 Drivers of Relationship Quality

Drivers of Relationship
Quality

e )
==

2.6.1 Trust

Trust assists in creating closer buyer/seller relationships by reducing the desire of the
relationship participants to take advantage of each other (De Burca et al., 2004). Trust
is defined by relationship partners having confidence in each other’s reliability and
integrity (Choo et al., 2009) (Lin & Ding, 2005) (Chang et al., 2012). Buyers and sellers
that have a relationship with trust generally display a willingness to rely on the
exchange partner in which it has confidence (Ulaga & Eggert, 2006) (D. Skarmeas et
al., 2008). Trust is the belief that suppliers only take actions that will benefit the
organisation, and will not take actions that result in negative outcomes (B. Fynes et al.,
2005) (B. Fynes et al., 2008) (Maboudi, Hoseinpour, & Rastar, 2011) (Walter, Muller,
Helfert, & Ritter, 2003b).

In the context of buyer/seller relationships, trust is seen as the main construct in

developing successful relationships in B2B markets and for the final achievement of
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loyal relationships. Trust is seen as a prerequisite to loyalty, so if a shared service is to
work there needs to be a trusting relationship between the SSC and the suppliers
(Rauyruen & Miller, 2007).

According to Gullett et al., (2009) trust is the propensity or willingness to take a chance
or risk based on the social contract that has been established between buyer and
seller. The opposite is therefore having a distrust relationship where there is a fear that
the other party will act contrary to what is in the best interest of the other party. This
behaviour results in the withholding of trust as there is a fear that the other party will
violate their ethical obligation. A relationship without this trust will not facilitate
knowledge sharing, innovation and loyalty. Trust is enhanced when both parties share
information and work together to pursue aligned objectives (Gullett et al., 2009). And
due to innovation requiring knowledge sharing, it concludes that trust aids innovation
(Chang et al., 2012).

Wong and Sohal, (2002) stated trust is such an important construct in relational
exchange because where trust has been established there is a strong desire from
participants to commit to that relationship as they hold trust in such high regard. Trust
is the cornerstone of any strategic partnership, and mistrust breeds mistrust, which in
turn has a negative effect on commitment in the relationship (Morgan & Shelby D.
Hunt, 1994).

2.6.2 Commitment

Commitment has been seen to increase productivity, effectiveness and efficiency in the
relational exchange (Lovblad et al., 2012). Lovblad (2012) stated there are three types
of commitment, namely cognitive, normative and affective commitment. Cognitive
commitment is based on the need to be committed as opposed to the desire to be
committed. Normative commitment is based on the belief that the relationship ought to
be maintained, maybe due to cultural reasons. The last form of commitment is affective
commitment which is commitment which is maintained because there is a real desire to

maintain the relationship.

According to Lovblad et al., (2012) affective commitment is vital for good performance
in business to business (B2B) relationships; affective commitment is the best form of
commitment to achieve loyalty in a relationship. It is crucial for B2B relationships to
flourish and remain connected; these concepts are achieved by creating and

maintaining affective commitment. Commitment is the psychological attachment and
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the loyalty resulting in a concern for the welfare of the relationship partner; identification
and pride are also associated with the relationship partner’s organisation. Commitment
is the most advanced stage of relationship quality (De Burca et al., 2004). Commitment
at such an advanced stage is viewed as either an implicit or explicit pledge to ensure

relational continuity between buyer and seller relationships (Rauyruen & Miller, 2007).

Commitment is defined “as an enduring desire to maintain a valued relationship” (Ulaga
& Eggert, 2006 p315). It has been established that the upfront benefits of a SSC are
predominantly functional in nature, so the kind of commitment established solely for
economic and extrinsic needs is a calculative contract. However, it is still questioned
how the BU still maintains an affective commitment when the relationship is cost driven
(Lovblad et al., 2012). Commitment is present when a relationship is valued and when
a relationship is valued there is a higher level of obligations to make that relationship
succeed and be mutually beneficial (Wong & Sohal, 2002). Commitment means the
exchange partner believes that the on-going relationship is so important that it
deserves maximum effort to maintain it; the relationship is worth working on so it
endures indefinitely (Morgan & Shelby D. Hunt, 1994).

2.6.3 Satisfaction

Choo et al., (2009) stated that satisfaction is classified as an affective state as opposed
to more rational outcomes. Relationship satisfaction is the accumulation of the
impression made over time compared to mere satisfaction which is usually based on a
specific transaction. Relationship satisfaction is not the only reason for a loyal

relationship but it is an indispensable prerequisite.

Satisfaction is the comparison between the perceived performance and that of one or
two other standards. Therefore the client is satisfied when the service expectation is
met or exceeded (Ulaga & Eggert, 2006). As the level of satisfaction with the outcome
of the supplier's work increases, the greater the possibility that the customer will be
retained and that the relationship will deepen (Rauyruen & Miller, 2007). Satisfaction, in
a nutshell, is the customer’s overall experience and evaluation of the firm (Macintosh,
2007). Satisfaction is the social and economic exchanges within the relationship;
however satisfaction as an outcome is unlikely to develop if trust and commitment are
not present in the relationship (D. Skarmeas et al., 2008). Satisfaction is a prerequisite
for RQ because if a customer is not satisfied, the relationship cannot continue (Hyun,
2010).
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The SSC is about economies of scale and standardisation, and it attempts to acquire
fewer people to do more work due to this standardisation. With satisfaction being
intangible it can only be managed if it is constantly monitored for each individual
service encounter; these would be the encounters between the service provider and
service receiver (Lin & Ding, 2005). According to Stanley (2001) many studies suggest
that profit and growth are the results of the loyalty of customers which is due to the
customer being satisfied. This customer satisfaction is derived from loyal employees
being able to provide value in their service and customers were in turn satisfied with
the high quality of service (Stanley & Wisner, 2001). Satisfaction of a supplier is an
accumulation of the experience of a relationship and not an outcome of a specific

transaction in the relationship (Caceres & Paparoidamis, 2007).

2.7 Relationship Benefits

Sweeney (2007) stated that there are three benefits derived from business to business
relationships, namely functional, psychological and social benefits. Many studies have
focused on the functional benefits of inter-firm relationships, these being reduced costs
and contract predictability and purchasing efficiency (J. C. Sweeney & Webb, 2007).
The shared service literature mentions many of the functional benefits of the shared
service design. The SSC leverages economies of scale to drive down the supplier
pricing and therefore the organisation’s costs (Marshall, 2010). A shared service
promises both high-quality service provision and cost reduction and a higher degree of
leverage (Ulbrich, 2010)(Huff-Rousselle, 2012) (Herbert & Seal, 2012). The outcome
from a shared service should be reduced costs in the forms of economies of scale and

fewer personnel combined with more efficient operations (Murray et al., 2008).

When a relationship has been established with a supplier it is not uncommon to receive
preferential treatment or additional service that is provided to non-regular suppliers.
When suppliers have this relationship, it allows for a base of knowledge on tastes and
preferences to be enhanced, allowing for better treatment and improved customer
satisfaction for the supplier (Gwinner, Gremler, & Bitner, 1998). Relationships that are
constructed between buyers and suppliers provide a feeling of security, control, trust
and a sense of reduced risk when dealing with the relationship partner. It is vital that
the relationship benefits both organisations. From the supplier’s side they benefit from
increased loyalty and from the customer who will not easily switch suppliers and
provides positive word-of-mouth referrals, thereby assisting in generating new business
for the supplier (Wang, Lo, Wu, & Lu, 2005).
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2.7.1 Functional Benefits

Functional benefits are the economic gains that are derived through cost savings due
to the increase in business with the relationship partner. These benefits are defined by
economic and strategic advantages (J. C. Sweeney & Webb, 2007). Gwinner (1998)
explained that there are price breaks and discounts endorsed for the customers with
whom suppliers have developed these relationships. There is also a non-monetary
benefit in that there is a time saving, as mentioned in social benefits, when the supplier
is aware of the customer’s tastes and preferences so therefore can provide speedy

service the client when required.

Shared service centres, due to the consolidation of purchasing power, are being
implemented to acquire more power so that they are able to negotiate better terms and
prices (Ulbrich, 2006). Even so, many of the benefits derived from close relationships
with the supplier such as fast cycles times, high quality decision making and improved
competiveness cannot be measured (Jap, 1999). The large concern, when cost and
cost reduction have been analysed, is that often the supplier loses out in these
relationships (Kalwani & Narayandas, 1995). Sweeney (2007) further commented that
too often only the economic benefits are emphasised while there are also psychological

and social benefits to these relationships.

2.7.2 Psychological Benefits

Psychological benefits like trust assists in addressing perceptions of reliability,
empathy, support and understanding. This trust is confidence in the person that is
being dealt with and not necessarily the organisation; this trust relationship is where the
benefits are derived (J. C. Sweeney & Webb, 2002).

Once these relationships are well established there is often a feeling of comfort and a
sense of increased security in the relationship, this in turn results in reduced anxiety for
the customers. Psychological benefits are also referred to as confidence benefits, the
feeling of comfort and security in the relationships with suppliers (Gwinner et al., 1998)
(Qingmin & Mingli, 2009).

2.7.3 Social Benefits

Sweeny (2007) further stated that social benefits are the result of the relationship that

has been developed, and these benefits supersede the benefits that are received as a
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part of the core service. Gwinner (1998) stated that it is a type of fraternisation, as this
process is mutually enjoyable. The social benefits of sharing, affinity and friendship,
and the acknowledgement of these psychological and social benefits lead to a wider
range of benefits beyond merely functional profits. The benefit of these social and
psychological bonds is that it cements the supplier and customer relationship, which
creates a barrier to competition as well as a strategic advantage in the market place (J.
C. Sweeney & Webb, 2007) (J. C. Sweeney & Webb, 2002). The level of these
relationship benefits are related to the amount of commitment that the customers feel
towards the supplier (Dagger et al., 2011).

Relationship benefits are similar to Sweeney’s classification of social benefits, only
using different terms. Ulaga (2001) stated there are product related benefits which
include superior quality and improved performance received in the products from
suppliers; the functional benefits. Strategic benefits are the transfer of know-how and
new product development with suppliers; personal benefits are the benefits from
knowledge of the counterpart increasing the ease of doing business with that
relationship’s partner. These are similar to the psychological and social benefits

mentioned by Sweeney (Ulaga & Eggert, 2001).

2.8 Relationship Benefits and Shared Service

Dagger (2010) stated that experienced customers like the ones in the BUs are often
able to accurately evaluate and find benefits that inexperienced customers may not be
able to. This explains why the SSC not having intimate knowledge of the BUs can miss
these benefits. Industry specific knowledge is important to be able to 