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Management of multiple relationships across the supply chain is, increasingly, being
referred to as supply chain management. In the UK construction industry, supply
chain management has replaced partnering as a latest buzz word. The concept has
been raised to deal with the arms length adversarial relationships ingrained in the
construction industry with a belief that working in collaborative environment would
increase industry productivity and profitability. Partnering/partnerships and relational
contracting are the means to achieve these aims. The paper argues that replacing these
approaches, to obtain collaborative environment among trading partners, with the
terminology of supply chain management is not an appropriate strategy as supply
chain management differs from the management of relationships, currently practiced
in the industry, in two distinct ways. Firstly it considers management of relationship
as one of its components that is required as a medium to drive supply chain
management and secondly it does not focus only on the immediate trading partners
but takes into account all trading members comprising a supply chain from one end of
it to the other. The concept of the supply chain management has already been
overloaded with a profusion of confusing terminologies for over a decade. It is
important to prevent it from getting into further confusions that may hinder the
establishment of its problem domain and recognition as one of the management
paradigms.
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chain management.

INTRODUCTION
The term ‘Supply Chain Management’ conjures up different meanings to different
people. It is the most debated concept of today in almost all the industries
(manufacturing, construction, aerospace, agriculture, meat, service etc). As such
supply chain management is a most widely used and abused term in the literature
these days (Tan, 2001). Variations in the definition of supply chain management can
be attributed to its multidisciplinary origin and the sense of holism that it is expected
to possess and deliver (Croom et al., 2000). In other words, it is precisely the broad
perspective and coverage of supply chain management that makes the concept so
difficult to study and visualize it (Ellram, 1991). This fact has long hindered its
establishment as a well formed discipline that has a certain problem domain to
address.
The concept of ‘supply chain’ is well established in the literature and is generally
referred to as a global network used to deliver products and services from raw
materials to end customers through an engineered flow of information, physical
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distribution, and cash (Walker and Alber, 1999). The first supply chain model was
provided by Forrester in 1961. Supply chain management started to make its presence
in mid 80’s after Houlihan (1984) introduced supply chain management theory in the
field of logistics (Lamming, 1996). For over a decade and half, with in the supply
chain management literature, there is a confusing profusion of overlapping
terminologies and meanings (New, 1997; Saunders, 1995). For this reason one can
find many labels referring to supply chain and to practice supply chain management.
Integrated purchasing strategy, supplier integration, supply base management, buyersupplier partnership, supplier alliances, supply chain synchronisation, network supply
chain, value added chain, logistic integration, lean chain approach, supply network,
value stream, etc. (Dyer et al., 1998; Burt, 1984; New and Ramsay, 1995; Lee and
Billington, 1992; Nassimbeni, 1998; Tan et al., 1998; Ellinger, 2000; Nishiguchi,
1994; Lamming, 1993). While each term addresses elements of a phenomenon,
typically focussing on immediate suppliers of an organization, supply chain
management is the most widely used (but abused) term to describe this philosophy
(Tan, 2001).
Good relationships and partnerships have been considered important in the business
world for a long time (Hallen et al., 1991; Arndt, 1983). Such relationships are
necessary for industry profitability (Shaw and Gibbs, 1995). Management of
relationships has become an important management tool, therefore. In supply chain
management good relations between the trading partners are critically important to its
smooth and effective working. For this reason relationship management in the context
of supply chain management becomes an extremely important component of it.
Recently, Lambert and Cooper (2000) have indicated that the management of multiple
relationships across the supply chain is, increasingly, being referred to as supply chain
management. In the UK construction industry, especially, supply chain management
has replaced partnering as the latest buzz word (Pearson, 1999). It is, therefore, the
intention of this paper to make it clear that relationship management is an important
part of supply chain management not supply chain management in itself and what
might be the structure of relationship management in the context of supply chain
management. The paper also intends to address the concerns of those who feel
confused about whether or not supply chain management is a new contracting process
and a recent addition in the list of partnerships, partnering, joint ventures, strategic
alliances etc.

NATURE OF RELATIONSHIPS IN THE CONSTRUCTION
INDUSTRY
In the construction industry, transactional exchange is a dominant form of business
(Dubois and Gadde, 2000; Thompson et al., 1998; Gann, 1996). Firms traditionally
place very little attention to the relational elements of business transactions
(Thompson et al., 1998). The underlying reason is the heavy reliance on tendering
procedures. Suppliers competition in each transaction is assumed to be the most
appropriate means of securing efficiency in operations. Due to this reason, actor
constellations change all the time, making it difficult to utilize the experience gained
in previous projects (Dubois and Gadde, 2000). Cox and Thompson (1997) add that
this creates inefficiencies for the client as the supplier climbs a new learning curve
each time. The prevailing tendering procedure represents considerable sunk costs
owing to the huge number of hours spent on design, planning and calculations that are
never used (Dubois and Gadde, 2000). Ofroi (2000) further adds that the traditional
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approach to business has several discernible elements: win-lose arrangements; a focus
on negative issues; uncertainty; a minimal exchange of information, the buying of
supplies of each item from many companies to maintain price competition, and an
atmosphere of fear, dishonesty and frustration.
Bontekoe (1989 cited in Kornelius and Wamelink, 1998) consider bilateral contraction
as the most important cause of all these types of problems. Bilateral contracting and
subcontracting lead to complex network of relationships, of which no one has an
integrated overview (Voordijk, 1994 cited in Kornelius and Wamelink, 1998). The
parties are selected independent of each other and do not have knowledge of
agreements made with others. Actors can only be held responsible for their specific
contribution (Kornelius and Wamelink, 1998).
Thompson et al. (1998) mention that most standard forms of contracts actively
encourage non-collaborative behaviour. The contract is used as a wedge to drive
distances between them instead of bringing them together. Standard forms of contracts
are nothing more than instruments used by the parties to seek strict liability and attach
blame to events as they occur (Cox and Thompson, 1997).
Search for Collaborative Relationships in Construction Industry: Relationship
Management
Dale et al. (1994) indicated that to deal with the above mentioned problems, the
construction company must make the strategic decision of considering its suppliers
and subcontractors as its long term partners with which it is working towards a
common aim and aspirations, in replacement of traditional win-lose relationship of
business partners with different objectives. Partnering has been suggested as one of
the means to achieve collaborative relationships. Carlisle and Parker (1989) emphasise
the advantages of partnering with suppliers in the construction industry. Reaping
partnering benefits requires a shift in atmosphere and behaviour from traditional arm’s
length relationships by replacing short-term focus on efficiency in the individual
transaction with longer-term-oriented relational exchanges based on close buyer-seller
relationships (Dubois and Gadde, 2000).
A lot of efforts are going on for the search of other collaborative relationships and
this search has become a contemporary theme in the construction industry (Cox and
Thompson, 1997). So far, there is a clear lack of understanding regarding their
application as the most appropriate contracting method. Under certain conditions they
may be appropriate but certainly not under all conditions. Most of these emerging
concepts fail to determine how collaboration can be achieved or maintained. It is to be
recognized that there is no single optimum buyer-supplier relationship. Long-term
collaborative arrangements that are always emphasized, where buyer and supplier are
working towards common goals and mutual benefits, are just one type of relationship
within a broad spectrum.
Types of Relationships
There is a continuum of buyer-supplier contractual relations between the poles of arms
length contractual relations (ACR) and obligational contractual relations (OCR)
(Sako, 1992). ACR is characterized by specific discrete transactions where there is no
commitment between parties, absence of good-will trust and are often short term.
Such bilateral contracting practices exist in the construction industry today. OCR is
characterised by high degrees of interdependence, good will trust and reciprocity, as
the relations develop over the long term a high degree of collaboration is induced to
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the point where no contract is necessary. Okun has (1981) termed such relations as
‘invisible handshake’. In the event of default parties are quick to make amends and
avoid dispute and a spirit of trust prevails.
Cox and Thompson (1997) argue that Sako’s ACR-OCR framework describes two
extremes between which she recognizes there is a continuum of contractual relations.
However, she fails to describe interim relations or how one might interpolate between
the two extremes. A broad spectrum of relationships is important because customers
can make use of different skills and capabilities of their suppliers (Dubois and Gadde,
2000). All suppliers should not be treated equally. Suppliers should be segmented and
‘one size fits all’ strategy for procurement should be avoided (Spekman et al., 1999;
Dyer et al., 1998).
Trust and commitment are central to all such collaborative relationships. Different
relationships may demand different level of trust and commitment. The opposite of
trust is considered as ‘opportunism’. Ellram (1991) identifies ‘opportunism’ as
another biggest potential downfall of the outsourcing approach. Cox and Thompson
(1997) recognize that while developing contractual relations between two extreme
ends as suggested by Sako (1992), it is necessary to determine to what extent
collaboration and/or trust can be established and opportunism be curbed. It is evident
that in arms length leveraged contractual relationships there is little or no trust leaving
the parties vulnerable to the risk of opportunisms.
Supply Chain Management as a Management Discipline
In the last decade, organizations have recognized that by working in collaborative
atmosphere with other trading partners might generate competitive advantage and
better potential for pay offs. As a result, they started to carry out some proportions of
either purchasing or logistics tasks in association with their ‘immediate’ trading
partners and referred to these efforts as practicing ‘supply chain management’ and
while practicing so, they were able to have growth in their revenues (Quinn, 1999;
Nolan 1999). They did not develop any particular framework and the practice was
different from company to company. This aspect grasped the attention of the
researchers and they strived to give these efforts a standard shape. As these
researchers had multidisciplinary origins, they defined supply chain management with
different perspectives. In the literature, two major perspectives can be found. One
perspective refers to supply chain management as an evolutionary form of purchasing
and procurement function and advocates strong links with the suppliers for
purchasing/procurement activities, other considers supply chain management as an
evolutionary form of logistics/physical distribution and hence advocates strong links
with the trading partners for logistics related activities.
Croom et al., (2000) and Tan (2001) have carried out an extensive literature review of
supply chain related terminologies and have suggested that supply chain management
is an evolved form of both purchasing and logistics related activities. The notion of
holism that is grounded in the philosophy of supply chain management is not
achievable unless both evolved forms of purchasing/procurement and
logistics/transportation are combined together (Maqsood et al., 2002). This
explanation has recently contributed towards the recognition of supply chain
management as a ‘management discipline’ that has a certain problem domain. It has
also addressed a concern of New (1997) who noticed, earlier, a problem with the
definitions of supply chain management domain that some definitions were too strict
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and closed the productive avenues of development and some were too loose to allow
the label to collapse into an amorphous study of everything.
Structure of Supply Chain Management
Maqsood et al. (2002) conceptualise the framework to develop supply chain
management model by identifying the following five components:


Outsourcing: Identification of supply chains or network structure (trading partners
selection) and recognition of key or all trading partners.



Supply Management: Identification of key or all business processes (both
purchasing and logistics related) that are to be integrated with trading partners’
business processes.



Chain Management: Identifying a mechanism to transfer the effect of supply
management activities, taking place between any two immediate trading partners,
up stream or downstream and seamlessly integrate all the trading partners to
achieve synchronization.



Relationship Management: Identification of nature of relationships among trading
partners for driving supply chain management.



Power Management: Identification of trading partner holding a vantage point.
Chain Management

Chain Management

CP

CP
CP

D

CR
CR

Chain Management

CP
C

CL
CL

CP: Co-operation; CR: Co-ordination; CL: Collaboration
Relationship Management

CR
CL

CP
B

CR

A

CL

Outsourcing

Figure 1: Conceptualization of Generic Integrated Supply Chain Management Model
Supply management and chain management form the basis for supply chain
management and may be termed as ‘essential components’ Outsourcing, relationship
management and power management are needed to facilitate implementation of
supply chain management and may be termed as ‘driving components’ Figure 1
graphically illustrates the components of supply chain management. The outsourcing
process is responsible for the formation of supply chains. In a supply chain, immediate
trading partners (buyer-supplier) may select one of three interaction levels (CP: Cooperation, CR: Co-ordination and CL: Collaboration) to work together in harmonious
atmosphere to execute the supply management activities (comprising of purchasing
and logistics related activities).The effect of supply management activities between
any two immediate trading partners is transferred upstream and downstream by chain
management aspect of supply chain management to achieve synchronization. (For
example any delay in a certain purchasing activity between ‘B and C’ should
immediately be reflected into supply management activities between ‘B and A’ and ‘C
and D’). The party holding a vantage point in the supply chain should execute the
chain management aspect of the supply chain management so that positive integration
of business processes in a supply chain may take place and objectives of waste
elimination, improved productivity and end user satisfaction are met.
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RELATIONSHIP MANAGEMENT IN THE CONTEXT OF
SUPPLY CHAIN MANAGEMENT
Outsourcing decisions and strategies by an organization result in the formation of
networks termed as ‘supply chains’. Each link in the chain referred to as ‘trading
partner’ may have its own vision, objectives and profit generating tactics which may
be in mismatch with the objectives of other trading partners. These contradictions
produce too much friction and cause the waste of valuable resources (Lambert and
Cooper, 2000). Integrating trading partners together, help streamlining the objectives
of all trading partners to achieve the common goal of improving productivity and
waste minimization. Supply chain management refers to this sort of integration.
More clearly, this type of integrations may be referred to as ‘inter organization cross
functional integration’. To achieve such integration, the business processes of various
trading partners need to be integrated which is not possible in a traditional set up
where arms length adversarial relationships exist between trading partners. The
interaction occurs through spot rate basis and the trading partners are decided by the
lowest price criteria. In such a set up, an organization is never sure about their trading
partners as they change constantly over time. Integrating the business processes
requires efforts and resource both in terms of cost and time from both organizations to
set up a system to work together. There would be no advantage if such a set up does
not work for a long time. For this reason, long term commitment between trading
partners is emphasised to reap the benefits of successful integration. Therefore
traditional arm length bilateral short term contracting is not an option at all, if
employing supply chain management is an objective. This makes the relational
exchange or contracting a key to drive supply chain management successfully. It is
for this reason that supply chain management is said to have built on the foundation of
trust and commitment (Lee and Billington, 1992).
Our purpose here is to define the relationships that are suitable for driving supply
chain management across the supply chain. We believe that collaborative relationships
have the ability to overcome the prevailing problems in the construction industry and
in addition they provide a medium to employ supply chain management successfully
as Cooper and Ellram (1993) noted that applicability of SCM lies somewhere between
fully integrated firms and independent companies operating in the chain. In Figure 2, a
conceptual framework for developing partnership model for driving supply chain
management is proposed. This approach is based on the work of Spekman et al.,
(1998) who has suggested four types of interactions between trading partners; Open
market negotiation, Co-operation, Coordination and Collaboration. We consider that
for facilitating supply chain management, Co-operation (CP), Coordination (CR) and
Collaboration (CL) are important interactions that encompass different levels of trust
and commitment and involve different roles and responsibilities an organization has to
carry out.
According to Spekman et al., (1998) ‘cooperation’ is the threshold level of interaction
where firms exchanges bits of essential information and engage some
suppliers/customers in longer-term contracts. The next level of intensity is
‘coordination’ where by both specified work flow and information are exchanged in a
manner that permits JIT systems, EDI, and other mechanisms that attempt to make
seamless many of the traditional linkages between and among trading parties. The
next stage is ‘collaboration’ where by partners engage in joint planning and processes
beyond levels that reaches in less intense trading relationships. Collaboration requires
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partners and partners share common vision of the future. An organization may decide
to work at any of these three levels of trust and commitment with other trading partner
to facilitate the supply chain management and may modify its selection after
monitoring the interaction for a certain time pertaining to the change in affecting
factors.
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Figure 2: Conceiving relationship management for driving supply chain management
Spekman et al. (1998) has proposed a 2x2 matrix approach to select the interaction
level depending on the intensity (high and low) of the two variables complexity
(financial or commercial) and strategic importance. We feel that the selection of the
level of interaction depends upon on further other factors as shown in Figure 2
(Organization style, transaction cost, position in the chain, nature of the work, nature
of the industry, company vision, etc.). These factors are not exhaustive and research is
being carried out to determine other influencing factors and testing them empirically.
Also, in a certain level of interaction a trading partner needs to agree to carry out
certain roles and responsibilities. The efforts are being put together to develop
extensive interaction activities among trading partners and group them under
cooperation, coordination and collaboration.
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CONCLUSION
The construction industry has long suffered, in terms of productivity loss, from
traditional arms length adversarial relationships among the trading partners that
emerge because of heavy reliance on traditional tendering procedures. Collaborative
relationships and relational exchanges are necessary to improve the industry
productivity by curbing the existing negative attitude and replacing win loss attitudes
with win-win attitudes. Search for such relationships is one of the agendas of
construction research today. Also, supply chain management which, in nutshell,
demands inter organization cross-functional integration cannot be effectively
implemented unless trading members keep a collaborative atmosphere and cordial
relations among themselves. This makes relational exchange or contracting as a key to
drive supply chain management successfully. Because of the utmost importance that
supply chain management places on collaborative relationships, it is being mistakenly
referred to as ‘management of relationships’ and as a new form of relational
contracting similar to partnering. It has been illustrated clearly in this paper that
‘management of relationships or relationship management’ is one of the important
components of supply chain management not supply chain management in itself.
Relationship management in the context of supply chain management may suggest
three levels of relational interaction involving different states of trust and commitment
in the form of cooperation, coordination and collaboration among trading partners and
in each level certain organization agrees to carry out different roles and
responsibilities.
This paper is a step towards keeping the concept of supply chain management intact
and saving it from getting into further confusion at this critical time when it is about to
mature into an established discipline after more than a decade of controversy.
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