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A Capalbility-based Approach to Client-IT Supplier Relationship

Abstract

This paper aims at contributing for the understagdif the relationship between companies
and their suppliers of information technology (IBased on the IMP conceptual background,
the research adopted a capability-based approaehvasy of analyzing if that relationship
worked as a mechanism to access and acquire ITincesoand capabilities by both parts. The
research revealed that (1) consultant projectcareal to the strengthening of actor bonds
among teams from both sides which lead to buildalpl and stable relationships, (2) during
consultant projects, IT capabilities are accessadl acquired from both sides, and (3) the
success of an IT project depends very much on whethe consultant has a full
understanding of the client's processes and indlissettings which demands a deep
involvement of the consultant in every stage oflthenplementation project.

Keywords: interaction, relationships, information technoksgicapabilities.

Introduction

IT is usually regarded as a source of competittheaatage. This means that companies can
use IT capabilities to differentiate their offerm¢Clemons 1986; Clemons and Rows 1991;
Mata, Fuerst et al. 1995; Bharadwaj 2000). Hengapamies must develop mechanisms to
access to IT capabilities in order to benefit fritvat competitive advantage. Loasby (1998a;
1998b), Langlois (1998) and Foss (1999) suggestitiber-firm cooperation is an important
mechanism for coordinating companies’ capabilitieésithermore, Hakansson and Snehota
(1995) and Ford et al (2003) point out that relahips are ways to access and acquire
resources and “if properly used supplier relatigmsitan dramatically enhance the resources
and capabilities that a company can use” (Fordidéat al. 2003, p. 97). From this point of
view we argue that companies establish relatiossiph IT suppliers, not only to buy their
products and services, but also to access theabdéfes.

If companies establish relationships with IT suggdito access their capabilities, it is
important to know what the features of this patacuelationship are. We suggest that this
access or/and acquisition of IT capabilities candegeloped throughout the interactions
between the involved parties. Consequently, the INtBraction Model (Hakansson 1982)
was adopted to support the investigation, singeasents a way of assessing the richness of
relationships through a four element approachtlf&)interacting parties, (2) the interaction
process, (3) the interaction atmosphere, and 4inteeaction environment.

Based on a master research project, this papertaigmntribute for the understanding of the
relationship between companies and their IT suppli€herefore, it presents the conclusions
of a study developed with two major objectives: understand the client-IT supplier
relationship according to the Interaction Modell &m explore a bi-dimensional analysis of IT
capabilities access as an element of the interaptiocess.

The paper is divided in six sections. The firsttisecpresents a literature review focused on
the relationship between clients and IT supplied @he capabilities approach as the



theoretical framework of the investigation undeeiakThe second section presents a model of
Client-IT Supplier Relationship designed as a testithe literature review and an extended
approach of IT capabilities as a type of exchamy®lved in the interaction process. The
third section presents the research methodolodggwel by case analysis in section four. The
fifth section comprises the major conclusions amime theoretical and managerial
contributions of the study and the last sectiomdsiin the limitations and suggestions for
future research.

Conceptual Background

The study was conducted on the basis of two streasimesearch. Firstly, we looked at
literature on interaction between IT suppliers déneir respective clients. This provided an
initial background on which the future model wasltbsecondly, we adopted a capability-
based approach taking into account the supplyindTasolution is not only a matter of
supplying a simple facility but, especially, a neatbf competences.

Client — IT Supplier Relationship

The client - IT supplier relationship reveals somgecific features as a result of its
organizational form — the consultancy projects (Micand Valla 1996). Each project is
unique and complex which demands a specific resoemeployment, involving people from
both firms in mixed teams. These teams, in the mptishment of its activities within the
project establish, simultaneously, internal networfpetween elements of IT teams,
operational teams and projects leaders) and exteataorks (between actors from internal
networks and third parties such as external coamsigtand other suppliers necessary to the
project advance). Ahola (2005) refers these netsvak "project networks", that is to say,
complementary networks of organizations with resesirand abilities, that participate and
influence a specific project, where the interpeedotrust and experiences exchange
represents decisive factors for the "organizatisoavival' in project network context (p.10).
These factors along with learning costs reductimh @anging costs have been pointed as the
main reasons that motivate a customer to requessatvices of a supplier with whom was
involved in the past (Eccles 1981). In fact, inedwork context, there is a trend for companies
to become involved in projects with suppliers withich they had experiences in previous
projects (Hakansson, Havila et al. 1999).

A second feature of this type of relationship ie #xistence of a considerable degree of
discontinuity, as a consequence of the time brgekerally observed between projects. To
fight this discontinuity trend, the parties musbptisome procedures in order to keep the
relationship active (Hollow, Ghauri et al. 2002)¢hk as: establishing social episodes between
projects (participation in colloquiums, invitatiofts sales and marketing events, presentation
of technological developments, among others); gaimgr commercial contacts (proposals of
complementary services, software update, maintenakmmowledge renew, studies of new
solutions development); developing a key accoupta@grh, that is, create specific processes
of customer relationship management for the mopbiant clients.

It is important to highlight that in consultancyopects context, client firms are seeking for
human capital in the form of new skills and knovgedand structural capital in the form of



knowledge bases and best practices, due to therteepeonsultancy firms can offer

(Willcocks, Hindle et al. 2004). The literature olient-consultant relationships is rather
scarce (Gattiker and Larwood 1991). Neverthelessettisting literature suggests that firms
tend to demand consultancy services in situatiegarding IT implementation, operations
management, human resources management and compogitategies implementation

(FEACO 2003), generally moved by reasons attacbedrgent need to manage changing
processes, knowledge acquisition, internal problgoiving, and even to transmit the

impression of modernity and to show that "best fizas" are being applied within the firm

(Kipping and Amorim 1999).

Another distinctive feature of client — IT SupplEynsultant relationships is the interaction
between the parties. As Gummesson (1996) pointed iouthe consulting market “the
customer becomes a temporary member of the présideganization” (p. 38) because the
interaction between them turns to be frequentlge&lantense and long term. The literature on
interactions and relationships in the managememsutancy context presents several
features of client-consultant relationships, naméhg information asymmetry (Karantinou
and Hogg 2001), the conflicts of interests andedéhces in perceptions and expectations
between clients and consultants (Fullerton and \W/886). In turn, the success of this kind of
relationship depends largely on the problem solagability of consultants (Covin and
Fisher 1991), as well as the client ability to bbsh a partnership relationship with the
consultant and to assume a significant level oblvement, critical judgment and project
dedication.

Given the main attributes pointed to client-IT shgprelationships, the IMP Interaction
Model may provide an important starting point taerstand such a relationship. This model
presents a way of outlining the richness of retatiops in a four element analytical approach:
the interaction process, the interacting parties,interaction atmosphere and the environment
within which interaction takes place (Hakansson 2)98The interaction process can be
examined in two perspectives: as episodes (shoe perspective) and relationships (long
term perspective), which involve different typeseathanges, namely, products and services,
information, social and financial exchange. Suchchexge episodes may become
institutionalized over time leading to expectatidosfurther exchanges and to long-term
relationships. The interaction process also dependthe idiosyncrasies of the participants,
organizations or individuals and on the environnmaard atmosphere within which interaction
takes place.

The IT Capabilities Approach

IT capability literature is rooted in the ResouBased View and generally argues that various
IT-related resources combine to form an IT capghbihat is valuable, rare, non-imitable and
non-substitutable (Mata, Fuerst et al. 1995). AarBtiwaj (2000) puts it, IT capability can be
defined “as the ability to mobilize and deploy I&ded resources in combination or co-
presence with other resources and capabilities”1{{d.). As IT is generally regarded as a
source of competitive advantage (Clemons 1986; yreed Ives 1990; Clemons and Rows
1991; Grant 1991; Keen 1991; Mata, Fuerst et #518icKenney 1995; Ross, Beath et al.
1996; Bharadwaj 2000) and recognized as organizatioompetences (Bharadwaj 2000;
Ritter and Walter 2006), companies may use theircépabilities to differentiate their
offerings from their competitors (Clemons 1986; il@tes 1991; Mata, Fuerst et al. 1995;
Bharadwaj 2000).



During the last two decades, researchers have tgkeeveral issues on what type of IT or IT
features should be considered as sources of saBtainompetitive advantage. To define IT
global competence, Sambamurthy, Bharadwaj et &§J19uggested that “IT competence is
the organizational base of IT resources and capabiand describes a firm’s capacity for IT-
based innovation by virtue of the available IT rgses and the ability to convert IT assets
and services into strategic applications” (p. 24dxhis definition the authors included as IT
competence elements, the level of IT investmeiitsnfrastructure quality, IT human capital

(technical and business skills), and partnershgb&den IT units and business units.

Keen (1991) and Mckeeney (1991) describe a firnr'snifra-structure as major business

resource and a key source for attaining long-teompetitive advantage, since “it is the IT

platform that determines the business degreesetim a firm enjoys in its business plans”
(Keen 1991, p.184). In this sense, IT infrastruetcomprises computer and communication
technologies and shareable technical platformsdatdbases, which in turn are essential to
systems integration and to develop cost-effectiveapplications (Ross, Beath et al. 1996;

Weill and Broadbent 1998; Bharadwaj 2000).

Mata, Fuerst et al (1996), in turn, argues thaty3tems can be easily copied or purchased by
competitors. From this author’'s point of view, ortlye IT managerial skills of human
resources, namely, the management of IS functtbes;oordination and interaction with user
community, project management, leadership skille bkely to serve as sources of
competitive advantage given that they are raren fapecific and “often heterogeneously
distributed across firms” (p. 500). Other authdke Ross, Beath et al (1996) and Bhradwaj
(2000) broaden the human resources IT capabilitigbe technical IT skills, for instance,
programming, systems analysis and design, compegeimcemerging technologies.

Ross, Beath et al (1995) extend this positionrggatnat along with a strong IT staff (human
asset), a reusable technology base (technology)eamse a partnership between IT and
business management (relationship asset) are ablgemerate sustainable competitive
advantages. The relationship assets approach #tated and business units must share the
risk and responsibility for the IT application ihet firm, which implies trust and mutual
respect among all units, between the firm and i&ékeholders, and a top management
leadership in establishing IT priorities (Ross, BBest al. 1996). Therefore, IT personnel must
develop strong, on-going partnerships with managersrder to promote the necessary
communication and to ensure that boilsiness and technology capabilities are integrated
into effective solutions for each level of the mesis (Rockart, Earl et al. 1996).

Extending the traditional notion of organizatiorg@pabilities to a firm’s IT function and
Grant’s (1998) classification of tangible, intarigiand personnel-based resources, Bhradwaj
(1991) suggests a scheme to classify IT resouregmbte of creating organizational
capabilities: the IT physical infrastructure, thentan IT resources comprising managerial and
technical skills and the intangible IT resourcegmely knowledge assets, customer
orientation and synergies. According to Bharad800, p. 175), “a key aspect of a firm’s
intangible resources is its intellectual capitaknowledge assets”. IT systems embedded with
employees knowledge (processes, policies, expa®remables knowledge formalization and
consolidation of previous knowledge, which levesagbe firm’s ability to respond to
environmental changes (Sabherwal and King 1997rd&iveaj 2000). On the other hand, IT’s
are an indispensable ingredient to achieve higbl$eof customer orientation, which enables
firms to track and predict shifts in customer clesicto forecast of product demand and to



improve customer service. At last, IT also promdteswledge and information sharing
across all business units, which enables firmsetaniore flexible and to respond faster to
market needs. Therefore, competitive advantagesciassd with synergies are difficult to
imitate because they are achieved under a uniguef secumstances based on firm-specific
resources (Bharadwaj, Varadajan et al. 1993; l@wvenpaa et al. 1993; Bharadwaj 2000).

In the specific context of IT competences develogédtin consultancy projects, literature is
rather scarce. Nevertheless, the contribution afaC&hauri et al (2000) seems pertinent and
coherent with client — IT supplier relationshipsieTauthors suggest the existence of a project
competence shaped by intangible resources. Thetmngihle resources, specifically
knowledge-based, can arise from intra and inteammational relationships as a result of
experiential learning and accumulation inside potgje The former refers to the set of
intangible resources developed through the expegignthin the organization and represent a
groups’ knowledge that exceeds the sum of indivgluanowledge. The latter is the outcome
of the link between firm and environment or theeradbrganizational relationships.

In short, the literature presents several propwsstio analyze IT Capabilities. Combining the
different offers, and focusing specially on Bhara@svwork (2000), we suggest a bipartite
scheme of IT capabilities taxonomy as presentédabiie 1.

Table 1
Taxonomy of IT Capabilities
IT Capabilities Key References
Tangible IT Physical McKenney (1991)
Infrastructure Keen (1991)

Ross et al (1996)
Weill and Broadbent (1996)
Bharadwaj (2000)

Human IT Resources Mata et al (1995)
Ross et al (1996)
Bharadwaj (2000)
Tangible Sambamurthy, Bharadwaj et al (2000

N—r

Customer Orientation Bharadwaj (2003)

Bharadwaj,Varajan et al (1993)
Synergies Ives, Jarvenpaa et al (1993)
Bharadwaj (2000)

Knowledge Assets ot Sabherwal and King (2000)
Intellectual Capital Bharadwaj (1997)
Inter and intra Cova, Ghauri et al (2000)
organizational
knowledge




The Model

To understand the Client — IT Supplier relationslg@pnodel was developed on the basis of
the IMP Interaction Model and IT Capabilities Apaoh presented in last section (Figure 1).
The model was designed with two major concernst,fio represent the overall interaction
process between the parties and second, to be asex clear guideline to conduct the
empirical investigation.

Inspired on IMP Interaction Model (2002) it embalithe dyadic relationship between a
client and an IT suppliers. This relationship iplexed in three different dimensions:

1. The interaction process.

2. The IT capabilities access.

3. The supplier’s role on the implementation of iiewt CRM strategy supported by IT

Figure 1
The Client — IT Supplier Relationship Model
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Firstly, the model reflects the interaction processlf embedded by its specific atmosphere
and explored in terms of short-term and long-temmalysis (1): episodes or consultancy
projects and relationship evolution. Each episatolves different types of exchanges,
namely, products and services, social and finaretahange and information. In addition,

these exchange types are a result of the contactsegotiations developed between the
parties, as well as the investments and adaptatiwshgh can include adaptations of the
software specification, working processes, plannidglivery procedures, stockholding,

administrative procedures or financial proceduk@sally, the atmosphere affecting and being
affected by the interaction is described in terrhsamperation or conflict positions, power-

dependence relationships, distance and closendsaatnal expectations.

Secondly, the IT capabilities access is introduaged specific type of exchange (2) enabled
by the parties in interaction. Adopting a Capaledit approach, we agree that inter-firm
relationships are an important capabilities coatiom mechanism. Therefore and in one
hand, the IT outsourcing is taking place by therdlwho intends to access to IT competences
possessed by the supplier, but in other hand ther lamay also access to new competences
that arise from the consultancy projects developil the client. At this point, tangible and
intangible IT capabilities are considered to beigee during succeeding episodes by both
parts.

Finally, the model also addresses the supplier imléhe implementation of IT strategies
performed by its client. This dimension is explothtbughout a particular project, which is a
CRM (Customer Relationship Management) Implememtatroject. For this reason, the
model also seeks to reveal and to elucidate thepliguis influence or impact on the
relationship between the client and its customess aa consequence of CRM IT
implementation (3).

Research Questions and Methodology

Drawing on the aims, content and context of theegtigation, a case study research was
identified as the most appropriate methodology 6208s pointed out, the main purpose of

this study is to describe and understand the oglship between a client and an IT supplier.

In particular, the study was developed to answerethkey research questions:

1. What are the features of the interaction processdan clients and their IT suppliers?

2. How can inter-firm relationships function as a wayaccess capabilities?

3. What is the role of the IT supplier on the implertation of strategies supported by IT
performed by that supplier’s clients?

There were mainly two reasons that drove the metlogetal choices. First, the exploratory
and descriptive nature of the research questioggired a methodological approach which
supports the development of in-depth informationcontextual factors and their association
with the phenomena in study (Brito 1996). AdditibpaYin (Bonoma 1985) considers

appropriate using case study methodology to answhat” and “why” questions. And

secondly, the adoption of case study approach skep@opriate as, and according to Yin's
words, it is “an empirical inquiry that investigata contemporary phenomena within its real



life context, especially when the boundaries betwgleenomena and context are not clearly
evident” (1994).

The inter-firm relationship was the unit of anasysh relationship between a client and one of
its IT suppliers was selected in order to inveséges features. The companies involved in the
selected focal relationship were CIN (Corporacatustrial do Norte), a paint manufacturer,
and IBS Portugal, an IT consultant company fullyned by the Swedish group International
Business Systems AB. The research was based onst@ctured interviews conducted in
both focal companies. To obtain a greater depthralysis, the relationship features in a
particular episode of the focal relationship thaiswselected for the purpose, were also
examined: the implementation of a CRM strategy &, Gupported by IT supplied by its IT
supplier - IBS.

Case Analysis

As mentioned above the conceptual model of thidystuas designed, not only to reflect the
overall interaction process between the parties,also to be a useful tool as guideline to
conduct the field work. In this sense, the empiriogestigation was developed according to
the elements of the model and sub-divided in thmegor dimensions — (i) the interaction
process; (i) the access to IT capabilities; ang {ne supplier's role — each comprising
several sub-dimensions, and which led to a cadgsamframework as follows:

1. The Interaction Process
1.1 Key Actors

The companies involved in the focal relationshipeMgIN (Corporacédo Industrial do Norte),
a paint manufacturer, and IBS Iberia, an IT comsultompany fully owned by the Swedish
group International Business Systems AB.

CIN was established in 1926. It is the largest paompany in Portugal and the only
Portuguese paint company quoted on the stock egehamth an annual turnover of about
178 million euros. With products divided into deative, industrial, car repainting,
anticorrosive and accessories segments, the CINigGhas around 800 employees and
currently consists of several companies, with 1ye@ll stores and factories in Portugal, Spain,
Angola, Mozambique and Cape Verde. It also exgorSermany, France and China. Among
paint and varnish manufacturers, CIN is ranked i®6tBurope and 46th in the worldwide. In
the Iberian scenario, the company is the leadénarpaint and varnish market, holding more
than 30 percent of the Portuguese market shard 2mpercent of the Spanish. In Portugal, it
was the first paint brand to offer a computeriseztpess for mixing 5,000 colors, the so-called
Colormix System.

IBS was founded in 1978 and is a leading providespecialised business with presence on
the Stockholm Stock Exchange. The company’s offectude business applications and
professional services. The solutions extend to ra¢vareas, namely sales and marketing
support, customer relationship management, ordedlimg, procurement, supply chain
management, manufacturing and distribution, fin@natontrol and flexible business



performance measurement. The professional sergmes the entire range of business needs
for IT solutions, including business process angjyanalysis of improvement potential; IT
strategy, infrastructure needs analysis and desitgtallation of solutions and services;
customer training and ongoing support; developn@ntustomized and complementary
systems; project follow-up and results analysissteay operation and maintenance and
Project management. Portugal is the headquarterthéolberian competences center and a
founder of the Southern Area of IBS Group, alonghwspain, Italy, France, Brazil and
Colombia.

1.2 Relationship Background

The relationship between CIN and IBS started in [dte 80’s, not as a standard client-
supplier relationship but as a partnership. At tinee, CIN was totally autonomous and
responsible for the development and implementatibm-house information technologies,
having an R&D team that supported all the companysneeds. Through personal
relationships between top managers, CIN and IBSdddcto jointly develop a financial

system, suitable for the requirements of the pagnimdustry.

In the early 2000’s, with the witnessed fast grayiprocess, CIN faced the need of
standardizing procedures and adopting a corpofatespphy that could be extended to all
companies in the group. The main purpose was tudatdize working procedures and to
define a new business model universally used bytbep. The new strategy brought with it
a need to modernize the company’s IT solutionsgfobal planning. The supplier selection
process ended with the choice of IBS ERP (EnteggdResource Planning) software, not only
because of the solution itself, but also due tortHationship of trust that already existed
between the two companies for more than 10 years.

The ERP covered the financial, commercial and ifigtion areas. Other departments, such as
R&D, human resources and distribution, had spesifitware adapted to their requirements,
which led to a key point of the implementation patj the frequent need to create interfaces
between all the different systems. Including sofeydardware, assistance and training, CIN
invested a total of about 3.5 million euros in preject. Currently, CIN maintains frequent
contact with IBS, but mainly in terms of support.

1.3 Perspectives of Analysis

In a short-term perspective, episodes were unfologdtonsultancy projects and became
intense from the moment CIN decided to invest iI$'88ERP solution. The ERP project

turned out to be the most conspicuous project efaverall relationship and was considered
the real point of departure for all subsequentquts. The following projects consisted of an
e-mail solution, several programming languages iadepn, physical infrastructure renewal,

CRM solution and several others.

In a long-term perspective, the several episodasttdok place since the initial partnership
established in the late 80's, gave place to a gtesrd solid relationship, seriously dinamyzed
through personal and social relationships amongagoerel from both companies. In fact,
personal and social relationships were identified aacentral characteristic of client-IT
supplier relationships, frequently being mentiobgdhe respondents:
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“It is this relationship between people from bothganizations that help

maintaining a normal relationship. It sometimesadlwed all the other project

that go beyond the ERP and we end up giving IB&iprifor supplying.”
(Buying firm, respondent #1)

U)

[72)

“The relationship between people evolved throughtinme. At the beginning,
there were some difficult moments with some ofethmeople, but these were
moments that led to the creation of credibility aswhfidence that characterized
the relationship from that moment onwards. Thera imutual respect, one that
was difficult to conquer but that ended up bein@pieeed and that was in the
origin of many positive outcomes."

(Supplying firm, respondent #4)

1.4 Exchanges
Exchange Types

Throughout the several episodes that were considerthe analysis, the following exchange
types were identified: products and services (hardw software, and consultancy
professional services), financial exchange (digtments), information exchange (about ways
of implementing information systems, project mamaget, activity sectors, among others),
and social exchange. Social exchange had on one &ad during the projects, a daily,
intense and informal nature, contributing to theallepment of personal bonding between the
members from both organizations. On the other hamd] in the discontinuity periods
between projects, social exchange played the fadecommunication bridge, which explains
how the relationship could carry on, healthy amablgt, for twenty years even witnessing
several and extensive hiatus between projects.

Exchange Forms

The exchanges that took place assumed several .f@pesific negotiations took place for
each project and were formalized via contractsrdleere also intense and frequent formal
and informal contacts. These contacts were madedwiarse channels, namely project
meetings, support documentation, daily encountersail, phone and fax. Finally and what
was more obvious was that both organizations cdedustirong adaptations and investments.
Both carried out high time and human resource imvests so that the project’s success
would not be jeopardized. In terms of adaptatioves highlight the client adaptations to new
working processes and the uncountable suppliertatiaps to the standard software in order
to be able to reply to the client’'s demands. Thés wvident in some statements given by the
respondents, such as:

“A significant number of specific programs were éleyed... and despite the
huge investment in services of additional prograngrthat it involved, we were
the ones that had to adapt to CIN’s processes.”

(Supplying firm, respondent #3)

-11 -



1.5 Interaction Atmosphere
Power/Dependence

The client seems to hold a greater control over ridationship, consequence of being a
strategic reference in the client portfolio of thapplier as well as a considerable source of
profit. The supplier expects the client, being tlierian leader in sales volume and

innovation, to play a key role as opinion maketha diffusion of the positive experience of

the relationship. This evidence can be refutedhgyamount of adaptations to the standard
software that were developed by the supplier. Poiser position held by the client became

clear by the fact that all the solicitations anduieements demanded by CIN were always
approved and satisfied by IBS.

This control position played by the client is clgasisible in the following statement:

... We are giving up on our role and becoming samdbat does everything that
the client wants us to and by doing this we areuogty our value, renouncing
our own experience (...). This was a lesson | ledrwith this project: sometimes
it is necessary to be able to say no to the client.

(Supplying firm, respondent #4)

Despite that apparent control, the client seemmédmtain a dependency position towards the
supplier, as a consequence of frequently havingidesl of expanding the exploration of the
applications, eliminating program errors and prdaeg to modifications of the standard
programmes.

Conflict/Cooperation

The relationship atmosphere was not dominated Iflich even though there were some
conflict situations, mainly resulting from the higlumber of software adaptations that took
place and following delays in the accomplishmenpia-defined implementation deadlines.
However, both parties agreed that there was agtcoonperation between them in order to
resolve the conflicts. In fact, the majority oethespondents emphasized the importance of
cooperation between project leaders of the tworoegdions as an important basis for a good
relationship:

“The project is above all about empathy, relatioipshand about transmitting an
attitude of partnership and cooperation. Being pars is... it is very important
and it means that we are able to sometimes behavelld’'s employees and the
other way around. We interact and change positiamh the aim of solving

problems that arise now and then.”

(Supplying firm, respondent #2)

“At the beginning, we both went through some diffies, but as far as we can
see, it all got sorted out quite pacifically... theveren’t any conflicts, just the
normal problems associated to the ERP implememtatinod that got solve

through the privileged contact that exists betw€dN and IBS top managers.
This privileged contact allows balancing a relatshiip that is considered much
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closer than any other by which some other supplieuld come in to th
company, implement the solution and then forgetialid
(Buying firm, respondent # 8)

This cooperation included the implementation of sueas by the project direction team,
mostly at the level of the reinforcement of thealwement of the CIN users in the prompt
identification of non-conformities and consequeaed to change standard programmes, as
well as at the level of postponement of deadlimesrhplementation.

Closeness/Distance

Although the projects were formalized by contraantsl transactions were always formalized
in writing, once again the decisive role of perdaral social bonds for increasing proximity
between parties is highlighted. On the relationshigistance in its several dimensions
(cultural, social, technological, temporal and gepgic), the conclusion was that only the
temporal distance might have some relevant meagiuan the project length.

Mutual Expectations

The companies show commonality on the perceptiand expectations on relationship
continuity, as well as on the costs and benefés@ated to the relationship.

2. IT Capabilities Access
2.1 IT Tangible Capabilities

The CIN - IBS relationship allowed the former tocess IT tangible capabilities, which

previously it did not possess, in the form of phgsiinfrastructures. From the physic
infrastructure that was developed for the ERP (mfition systems, interfaces between
systems, hardware) and common for all the compaafethe group, CIN, the buying

company had access to a universal platform of mé&tion sharing and distribution. From this
project onwards, it was possible to implement unifavorking processes, allowing the client
company to take advantage from the synergy betvgsseral units. The acquisition of

software for application development, an IT physiasource, also granted CIN a greater
autonomy to develop new applications and to prodeechodifications of already installed

programmes.

2.2 IT Intangible Capabilities

The several episodes of the relationship, maing/ ERP implementation project, strongly
contributed to the client company’s access to gitale IT competencies in the form of
knowledge assets. From this project onwards, thmpemy's intellectual capital had a
considerable increase, which can be explained gfrahe pattern of personal and social
bonds observed between CIN users and IBS conssitaihe informal relationships that
turned to be a major feature of this case, brooghtthe conditions to build new knowledge
on several areas: about the company’s processest abtivities chaining between sectors
and also about the IT that supported the developmwiethose processes and activities as a
whole, and not as atomistic processes and ac8visapported by independent ITs.
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Additionally, the daily, intense and informal natwf those relationships seems to be the key
point to elucidate the process by which CIN abstth®wledge on programming techniques
and systems administration, through observation iafmmal sessions. By its turn, IBS
acquired greater competencies in the use of itssnftvare by being able to provide training
to its placement consultants during the implemématrojects.

An intra-organizational knowledge - a group knowjedhat exceeds the knowledge held by
individuals and companies — was also generated fheniERP episode, with the promotion of
a structure of database feeding with informatioaudtelients, products, process, and others,
that came from all the companies and that was tm#d in central repositories, to afterwards
be spread throughout the whole group. There wexe sttme synergies resulting from that
knowledge they promoted, and consequently a greatgiomer orientation in the sense of
providing a better service.

“One of the major aims of the project was the cr@atof a ‘corporate’ mode
that would guarantee that when a new customer tegisn took place in on
company of the group, this registration would bdéfuded by all remainin
companies so that all could know the customer énsime way (...) This notion|is
today implemented throughout the four main areéinancial, sales and logistics,
manufacturing and research & development — anduphmut every company of
the group, either Portuguese or Spanish.”

(Supplying firm, respondent #2)

“Now I'm able to know exactly which products areirae supplied to eac
customer, and this allows me putting into actiorcfic campaigns for products
with inferior rotativity and | can adjust my offéor each customer in a specific
way.”

(Buying firm, respondent #3)

The development of new knowledge that resulted ftbhe inter-organizational knowledge
was also visible. From the several projects, thppber was able to increment its own
competencies in the best practices for the pactbseFurthermore, both companies acquired
new knowledge about the project management practiceeh was considered by the supply
company as one element of added value of the EBjEqgbr

=

"Today, we both acquired capabilities that allow gsing in to any anothe
project of the same dimension (...). | didn’t gebse capabilities with projec
management courses; | got them with CIN in a remaialk experience for all that
took part of the project. "

—

(Supplying firm, respondent #2)

In fact, the frequent (but expected) conflictinfuations that emerged from the high number
of software adaptations and implementation deldgagawith CIN’s power position, can
explain this evidence. Both events pressured tppl®un to develop and deepen new skills in
project management in order to fulfil CIN’s expdicias.
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The client also acquired intangible capabilitieshe form of relationship assets. Although
there was a cultural gap during the projects betw&schies” and “users”, it was overcome
through dialogue, which led to a cooperation situain the pursuit of common aims.

3. Supplier’s role on client's CRM strategy
3.1 Supplier Selection

The reasons that were identified for the suppledion are focused, without any doubt, in
the trust the client has on the formers’ compee=eis well as in the satisfactory and stable
relationship background. . Therefore, the patterremsodes and the relationship features
described formerly expound the reasons for suppétaction.

3.2 CRM Episodes

Within the CRM strategy, several episodes tookelager the last 7 years:

* In 1999-2000, there was the development of workftmlutions that would allow the
flux between departments of the company’'s commiepeacesses. IBS involvement
was quite intensive in the sense that it demantedekhaustive identification of
needs so that specific software could be developed.

In 2003, the second CRM project took place, invavihe implementation of the
front-office solution — CRMSuite. IBS’s involvememtas limited to the following
main tasks: software’s installation and paramed¢ion support the inputting back
office data and training key users. CIN’s IT depemt took responsibility for
disseminating throughout the entire organizatiom pioject’'s aims, as well as for
managing the training of the commercial team camogrthe use of the new tool.

A new project initiated in 2004, with the aim okiifying the users’ real needs for
information and to filter the inputting of data acding to that need’s identification in
order to avoid having an over-dimensioned database.

Given the lack of interest identified among the pamy’s collaborators (and key
users) in using the developed IT, in 2005 a neweptdakes place with the aim of
stimulating the CRM strategy. This project that wasried on with IBS’s intensive
involvement, aimed at detecting and changing thsaes that justified the low levels
of IT use, as well as proceeding to continuousigesf clarification of end-users.
These sessions were dedicated to show the advantégesing the IT in customer
relationship management.

In 2006, the planning of thé"sstage of the CRM strategy was in course, aiming at
providing commercial teams with CRM IT’s in PDA’8) order to overcome the
natural disadvantages of having to carry arouraptop.

3.3 CRM project atmosphere
The CRM episodes were featured by the presencehrek tplayers that held different

objectives (CIN’'s commercial team, CIN’s IT teanddBS’ CRM team) and which seem to
have created the conditions for conflict situatiomsake place.
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Although situations of this nature occurred, profdeassociated to the modification of the
standard software and internal conflicts betweeN'€tepartments were solved in pacific
terms and in a perfect collaboration between clert supplier.

Similarly to what was mentioned for the analysigpofver and dependence positions, it was
once again possible to observe that the client sdeto benefit from a control position
towards the suppliers, which, in turn, reveals vallythe requests placed by the client for
software modification were satisfied without anytsd manifestation by the supplier.

In what concerns the client's expectations, thel@we points out to a divergent opinion
between the actors from CIN. If on one hand thedEpartment mentioned that “mane
expectations were not fulfilled”, the commerciapdaments was quite pleased with the tools.
Both mentioned that there is still a long way totgdully develop the CRM strategy.

3.4 Supplier's role

Depending on the project, the role played by thmpkers for the implementation of the CRM
strategy of the client varied. In the project om ftont office solution, the supplier played a
limited role that can be explained by the clientifingness to leader the project through its
IT department. Although it was aware about the ibdgges that the project could not
correspond to the client’'s expectations, the seppidopted a passive posture by simple
implementing the IT.

In the 2005 project, the opening to the supplier@lvement was quite extensive. The case
analysis for this specific episode suggests that rivle played by the supplier in the
implementation of IT of CRM projects must be actiaed based on and intensive and
continued relationships between consultants and-useads. This relationship aims at
promoting dialogue, better understanding the chergality, identifying what are the client’s
real needs on CRM activities that should be supgobly IT and also define what functions
must be established for that purposed.

One other conclusion is that in projects of thisure the supplier will be interested in

satisfying the client's requests for modifying tlseftware whenever these bring real
improvements to the processes of work. This wagy thre able to provide the client with

tangible IT capabilities as a product appropriateds reality and at the same time to benefit
from a standard product that reflects the besttimexc of the industry in which the client is

developing its business activity, which in thise#&sthe paint sector.

Conclusions and Contributions

The study led to three main conclusions. Firstli@ntIT supplier relationship develops
throughout several episodes within consultant ptejeThese projects are crucial to the
strengthening of actor bonds among teams from bigdiibs, leading to more solid and stable
relationships. Therefore social exchanges perfoaruaial role (1) to fill in the discontinuity
between IT projects, (2) to encourage cooperationflicts solving and mutual trust within
projects, and (3) to promote knowledge share awndices uncertainty during IT projects.
Another feature of the relationship is about th@siderable amount of adaptations and
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investments undertaken from both sides to developrbjects. Clients are pushed to adapt
their tasks to new working processes, which implyeamormous investment of time, while
suppliers must adapt the software to the levepetHicity of their clients’ activity. However
we found that these software adaptations activibethe client’s processes are more or less
abundant and accepted by the supplier, if the tthelds a steady control position.

Second, on the link between relationships and actmesapabilities, our study suggests that
during consultant projects, IT capabilities (bo#ndible and intangible) are accessed,
acquired and transferred by both parties. Thistdaidd access can be explained through the
idiosyncrasy of client-consultant relationship tead by daily contacts, informal
communication processes and intense knowledge xqretience share. Our findings showed
that the client got access to tangible IT capaédithrough physical infrastructure, which
promoted a global information share and distributi@tween companies of the client Group.
Intangible IT capabilities were also acquired beg tlient, namely the intellectual capital
created through IT implementation (knowledge a3setise synergies obtained with
centralized information and widespread share fborualts, intra and inter organizational
knowledge and relationship assets. The suppliertum, acquired new knowledge -
imperative to its activity - specifically projectamagement expertise and a new understanding
and perception about the client’s market whichvalioto develop new IT offers accordingly
to the best practices of that market.

Third, the empirical evidence showed that the oflthe IT supplier in the implementation of

a CRM strategy performed by its client is limitetiem the latter holds a control position in

the relationship. Additionally, this limited role even larger if the client’'s IT department is
responsible for the CRM IT spreading and coachorgall users. This can lead to internal
conflicts within the client’'s house. In this contegonsultants must be involved in the global
implementation process, from the first stage ofvgaife installation to the final stage of users
training and “results versus expectations” monitgri The study also suggests that an IT
project success largely depends on whether theuttans has a full understanding of the

client’s processes and activity sector.

Regarding the pointed conclusions we might say ttiiatpaper provides a better perception
of a particular type of industrial relationshipetielient-IT supplier relationship. Firstly, it
confirms the importance and richness of the intesaanodel to study industrial relationships
and enhances the importance of social exchangeetsuccess of a relationship. Secondly,
suggests that throughout IT consultancy projedtgapabilities (both tangible and intangible)
are accessed and acquired and explains how thesscs flourished through the closeness
and informality of relationships between users emasultants. In that sense, this paper offers
new insights to the understanding of relationslhagpsechanisms of capabilities’ coordination
and development. Third, this study provides a bettelerstanding of the role of IT suppliers
in the implementation of its clients’ strategiepgarted by IT. The knowledge produced in
this area may expand and deepen the scarce reskareloped so far on the theme. On one
hand, it may be valuable for managers who comesacnith the manifest need of managing
relationships with IT suppliers (since the oveddlits activities are mostly supported by IT),
and on the other hand, it may be useful for sofwaouses and consultants that wish to
reflect about the role they want to play as IT digop — an active role in delineating and
developing their clients’ strategies acting thisywees a partner, or a passive role acting as
mere IT installer?
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Limitations and Suggestions for Future Research

The first limitation to the conducted study corsiset the impossibility of extrapolating the
conclusions that were found for this particularecatudy to the general client-IT supplier
relationship. By adopting a sole-case study de$igrnthe case analysis, the research aim
consisted of carrying out an in-depth and rich esgibry and explanatory analysis, and not
achieving a conclusion that could be generalizedther relationships of the same nature.
However, this limitation can be interpreted as &eptality for future research, which by
integrating a multiple-case study design, may leadnore universal conclusions that may
then be generalized to all relationships of similature.

One other limitation that can be pointed out ig th&s research draws solely on the analysis
of a dyad, not considering the vast network in \Wwhilcat particular dyad is embedded not
even other dyads that could be used to developatvity analysis. Companies are believed
to be embedded in a network of interconnectedioglslips, connected to other companies
by direct or indirect relationships. Therefore, th@tcomes of a company’s decisions and
actions will always be affected and affect othempanies’ networking activities, reflecting
interdependence between companies’ activities. dlaspects were not considered in this
piece of research. But given its exploratory natame the time restrictions associated to a
Master Thesis, the dyadic analysis seemed to betst appropriate context for the research
strategy. Once again, this limitation may be cosr®id as an opportunity for future research,
by looking at of the client — IT supplier relatitmg in a network research context.

Finally, one last limitation associated with thedkhetical framework that was developed and
adopted throughout the research. Not much reseachbe found within the IMP body of
literature on the client — IT supplier relationslaipd consultancy based relations. Once more,
this can also be regarded as a clue for futurearesgmostly because it is something that has
not been much explored but that is getting increpattention from managers and researchers
due to its strong adherence and relevance to nowadanagerial reality. The same can be
said about considering companies’ ITs and orgaoizak capabilities. There is not much
research available that can guide managers and ¢beipanies to transforming their IT
investments into IT capabilities. Further reseastdhallow a better understanding as well as
a possible classification of IT capabilities.
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