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The Big Picture - Summary

A Risks i Deep pockets i How do suppliers respond to pressures
from large international buyers? Do suppliers consider the network
effect on their decision? Is there a closed loop?

A Hold up problem with strategic suppliers T must develop
relationship - How buyers deal with misfit and hold-up costs?

A Performance measurement System (PMS) i Purpose - Do
suppliers consider how customers make decisions?
(Communication strategy)

PMS - Total cost of ownership (TCO) 1T consider strategic and
Inventory factors - relationship

PMS - Communication of PMS to supplier

Monitoring T How do suppliers deal with the buyers approach to
management? (eg. Monitoring, selection).
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Forecasts T product roadmap - relationship

Doing Business with China and Chinese suppliers | 3



Research Question

A Problem:How does bargaining power differential
Influence the forms of management accounting used?
A Findings , o N
A.dzeSNRa GAUK YIFEN]JSU RZYAYIl YO
(concentrated control) use MACS across suppliers with different

~ design dependence
A MACS & Cost pressure from buyers without concentrated

control depends more on design dependence

A Conclusion
A Understand the source of bargaining power mqrso as to
better theorize the use of MACS
A Relationship between bargaining power balance and the nature
and usage of management accounting controls. Dynamic not

static.



Concept of power A the Cooper and Slagmulder
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Buyer Market Dominance and Management
Accounting Practices

Sources of resource dependency
and bargainingpower of supplier

Buyer has Buyer has
Low High
design dependence design dependence
on supplier on supplier

Managing new product Managing new product

roadmap risk roadmap risk
and reputation risk and reputation risk
A MACM A MACM

Less management
Managing cost accounting& cost controls
used




Strategy & Control of Inter-organizational regulations
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Cultural characteristics

Operations Research Literature (2010)

H et al (1998)

Innovation:

Resource:
-interdependence
-concentration
-availability uncertainty
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S et al (2003)

(2010)

C et al (2009)

Jetal (2010)

-innovation performanc
-innovation orientation
-innovation capacity
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Uncertainty:
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-technology
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Integration:

-customer integration
-supplier integration

J et al (2010)
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Dependence:
-supply importance
-availability of alternative

F et al (2006)
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-performance measuremerjt
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Control Archetypes

Focus on definite mixes of different control mechanisets (
Vander Meer-Kooistraand Vosselman2000;Speklé (2001),
| I ¢ 1 I shd &r@ ¢2004))

Management Controls

Focus on the specific control mechanisms, such
astrust (eg Coletti, Sedatole andowry 2005),
incentives, performance monitoring,
rewarding (eg Dekker, 2004).

Cost & Accounting Controls
_Focus on cost and accounting information 5 )
SEOKIFyYy3dSa la LRZuSyuAlt OKIyySta T2NJ
control

(eg Wouterset al., 2007; Dekker, 2003;
Mouritsenet al., 2001jttner et al., 1999).
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. Fragmented Many small studies
that are not replicated and do not
connect

. Lack interaction Focus on either

contracting or management processes
without understanding their interaction

. No real contextconsideration

Driven by theory without understanding
the real context Few industry specific
studies

. Survey based and/or small

sample studies how to assess the
reliability, generalizability and

significance? .



Interdependence i

Asymmetry 1

Comparative level of SC h I Oetzer(2012)
dependence b/w partners Distributor has

(Kim and Hsieh, 2003) Low Dependence 10% Sales-1% Sales

(range 10% to 99% = not negative) i ie
no case of more power to distributor

High MCS
— Integration
Distributor @as
high depeglence
on Manujfacturer
~
Low MCS
integration
Supplier Buyer

Equal Bargaining power
more power more power




Concept of power A the

presence of an alternative Van d en Ab beel e1 ROO d h Oft

negotiation partner

negotaton p and Warlop (2009)

1. Power is treated as
exogenous and separate from Buyer able to use h
possession of TCO TCO info to
information A opp to C&S iImprove their
(2004) who show that th 0 performance )
are related.

2. Power can motigate a failure
to share/usedPCO information
I but in Args length situation
TCO infgfmation is not so
necess@ry. And if low power
(b/c alfernatives are low) then
how A0 use TCO information?

Buyer unable to
use TCO info to
improve their

performance

——————_-?

Supplier

Buyer
more power more power

Equal Bargaining power




Concept of power A the Cooper and Slagmulder

presence of an alternative
negotiation partner (2004)
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Recent Literature Summary

A Understanding the source of bargaining power

A Out of context

A Van den Abbeele (2009). dz& SNXa | f 4 &b | G A
dependence on supplier (equal powe¥) more use of TCO.

A Simple context

A Schloetzer (2012high sales percentage rat® more
dependenceéd less integration.

A Resource dependence

A Cooper and Slagmulder (2004 First to understand the
source of powe” design dependence

A Market dominanced h Q/ 2y y2NJ S | f X H

A Industry concentration
A Legitimacy & Symbolic Capital
A Technological superiority




4 Motivation to yield to buyer\
dictates and share MACS
information:
A Economic dependence

A Symbolic capital
J

Supplier
more power

This paper!

Concept of power
A multifaceted

Equal Bargaining power

-
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Motivation to use MACS

A Protect economic &
reputational risk

Buyer
more power




Casual linkage from setting to
management accounting practice

Management

e.g. information
asymmetry

Opportunistic
behavior

Accounting
Practice




Table 1: Buyer Market Dominance and
Case Selection Criteria

Buyer

Bargaining
Power

High

Medium

Low

Industry
concentration

Global
Leader

Global
Follower

Regional
Follower

Legitimacy &
Symbolic
Capital

High

Medium

Low

Technological
superiority

Innovative
products,
proprietary
platform

Mature
products, Open
market platform

Mature
products, Open
market platform

High
Network/Produ
ct Complexity

MOBD
MOBE
MOBF

MP3A, INTB

USBC



Appendix A: Data Coding i Sources of
Bargaining Power i Market Dominance

Consideration when making supplier selection decisions
(Ranking - 1-most important/5-least important)

Buyer Firm A1 MP3 Firm B - INT Firm C - USB Firm D- PH Firm E- PH Firm Fi PH
Technology 3 N/A 1 (40%) 1 1 1
Quiality 1 2 2 (30% 1 2 2
Response
Service (CAR) 5 3 N/A N/A 4 5
Delivery 4 2 N/A 2 2 4
Cost 2 1 2 (30%) 3 3 3
Other Financial Financial Long term Capacity You Capacity  Certification
viability viability — partnership invest first Financial  program in
Certification Certification Ggqq Ii:fro_ductlon2 ) I_V|ab|I|ty place
rogram in rogram in - efficienc ong term
g P reputatiog Financ)llaﬂ commitment

place place Fina
situation (3)

Supplier selection practices varies (A) Vvisits,
documentation, management system

Not all suppliers are the same, especially if have critical
tech (every component is critical) (A)



Figurel. Buyer Market Dominance
and Management Control Practices

Sources of resource dependency

and bargaining power

Low Market High Market

Dominance Dominance

Managing cost Managing new product
roadmap risk
and reputation risk

Cost, Delivery & Quality Technology, Quality, Cost &
Depends on routine or critica Delivery
component suppliers Across both types of supplier
Aids order allocation decisions Aids order allocation and
supplier development decisior

Practice depends on routine ¢  Practice similar across both
critical component suppliers types of suppliers



1. Basic Performance Measurement System (E)
Supplier purchase order decision criteria

Consideration when making renew order decisions (Ranking - 1-most important/5-
least important)

Buyer Firm A1 MP3 Firm B - INT Firm C - USB Firm D- PH Firm E- PH Firm Fi PH
Technology 4 N/A 5 1 (50%) 4 (8%) 4
Quality 3 2 1 (50%) 2 (20%) 1 (35%) 2
Response
Service, 5 4 4 4 5 (7%) 5
(CAR)

Delivery 2 3 2 (30%) 2 (30%) 3 (20%) 1

Cost 1 1 20%) 3 2 (30%) 3




Figurel. Buyer Market Dominance
and Cost Management Practices

Sources of resource dependency

and bargaining power

LowMarket HighMarket
Dominance Dominance

Not observed Observedor both strategic anc
routine suppliers

Observed for routine suppliersOPserved for both strategic ar
routine suppliers

Purchasinglepartment has
more power- Observed for
routine suppliers

Power of purchasing is share

among supplier managemen
team

Across both types of supplier




2. Monitoring and Cost Management

Audits close location of engineering managers (FAE)
Specialist purchasing managers cost down

Cost leadership measure

Many Suppliers A Benchmarking

Buyer power and information sharing (A)

moow>»

B. Cost leadership measure (L)

L - supplier to B has four sub categories of cost
control that they use to evaluate their own suppliers:
Ability to meet target prices set by L

Cost improvement

Cash payment incentives (discounts for early payment
by the buyer.

Cost leadership step taken by supplier to validate the
price to the buyer (truthful reporting of the information)




Research findings

A A key implication of this study is that the use of such practices
varies according to the different sources of bargaining power.
For researchers, our theorizing should help clarify the role of
bargaining power and its influence over the controls used in
Inter-organizational relationships.

A For managers, knowing who has power and when it is likely to
be used should aid in negotiations as well as help build realist
expectations about the potential benefits of particular cost
management and monitoring interventions.

A However, this paper also has significant implications for the
assumed role of accounting as a tool of information asymmetr



Buyer Market Dominance and Management
Accounting Practices

Sources of resource dependency
and bargainingpower of supplier

Buyer has Buyer has
Low High
design dependence design dependence
on supplier on supplier

Managing new product Managing new product

roadmap risk roadmap risk
and reputation risk and reputation risk
A MACM A MACM

Less management
Managing cost accounting& cost controls
used




~

Electronic

Components | { @

25 Trade EXPOS ¥ ¢
10751 hour interviews

< Z .
| '
-~
i. A -
e - iy 3 Y .
‘. R Rl 8 <
y
£ PN g )

3 ‘
EE s | ==




