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ABSTRACT 

Suppliers are known to provide technical knowledge to buying firms’ product development. 

Involving an external company in the innovation process is one way to integrate new 

technology into the firm’s products. However, before a supplier can be integrated the firm 

must first find the most suitable supplier and then manage to collaborate within the project. 

Evaluating potential suppliers before deciding with which supplier to collaborate can require 

some effort from the buying firm. Selecting a supplier is a part of the precontractual problem 

while once a supplier has been found and contracted, the relationship between the firms face 

postcontractual problems. In total, six projects were studied and 44 interviews were 

conducted. Individuals that worked on the projects or were involved in the decisions of the 

project were interviewed, such as project manager, technical experts, engineers, purchasers 

and sales managers. The data was structured and organised according to the two phases 

described in this paper; precontractual and postcontractual phase. Difficulties with selecting 

a supplier and verifying that the supplier have the knowledge that they claim is investigated. 

The paper also discusses knowledge asymmetries that are present in the development projects 

and how firms tackle these asymmetries.  

Key words: product development, collaborative R&D, supplier selection, knowledge 

asymmetries, agency theory, case studies 

1. INTRODUCTION 

Firms are increasingly incorporating external technology into their products. Open innovation 

(Chesbrough 2003) has focused on how firms can manage external knowledge in the 

innovation process. One source for firms to gain access to external knowledge is through 

supplier collaboration. There has been extensive research into supplier involvement in new 

product development (NPD), for a recent overview from a time perspective see Johnsen 

(2009). Finding suitable suppliers to involve in NPD can be problematic. In order to find the 

most appropriate supplier firms can use a range of different selection criteria. Competence of 

the supplier is highlighted as an important selection criteria, competence in the technology 

and competence in providing a new point of view (Wagner and Hoegl 2006). Once a firm has 

decided to start a NPD which requires a supplier’s technical expertise the firm needs to find a 

supplier that has the required technical knowledge and skills to contribute to the development 

of the product.  

The firms in this study used several different approaches to find suitable suppliers. There was 

no clear preferred method when it came to selecting suppliers for NPD. In addition, the firms 

found it problematic to evaluate potential suppliers. Issues they struggled with after an 

evaluation of a supplier’s technical knowledge where how the firm could be sure that the 

supplier actually has the knowledge and skills it claims to have. This could be particularly 

difficult in R&D since the product has not yet been developed and the supplier may not know 

which modifications and developments that are needed for their technology to be incorporated 

into the buying firm’s product. Hence, the buying firm may find it difficult to evaluate a 
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supplier and its new technology and if the supplier can develop the new product with the firm. 

In this study, the participating firms struggled with the presented questions before selecting a 

supplier for the NPD projects. In the projects, a wide range of criteria were used to evaluate 

the suppliers and their technology. However, in all cases there were a limited number of 

available suppliers which limited the buying firms’ choices. Potential suppliers ranged from 

being only one to eight possible suppliers of the requested technology.   

During a development project there is the possibility that the supplier does not prioritize the 

project as much as the buying firm is expecting. Such problems were present in some of the 

projects studied. The firms in the study struggled with issues of having a shared goal for the 

project and a shared vision of how the development was to proceed. This included issues of 

set-up, design, technology roadmaps and the suspicion of the supplier’s possible hidden 

agenda. Hence, the buying firms struggled with challenges during the project. In particular, 

the question that was discussed was how the firms’ goals and development efforts could 

become aligned. In addition to this question, the firms also struggled with the question of how 

to manage the situation where the supplier has more knowledge than the buying firm. Also the 

reverse situation was discussed, how firms can manage a situation where the supplier has not 

sufficient and possibly less knowledge than the buying firm.  

The empirical issues presented above will be investigated in this paper where the NPD 

projects will be divided into two phases: before the supplier is selected and after the supplier 

is selected. The research question belonging to the first phase is how do firms select suppliers 

and make sure that they have the knowledge they claim to have? The second research 

question in this paper is related to the second phase. It concerns which knowledge 

asymmetries are present in NPD projects and how firms handle them? This study is based on 

six NPD projects, three projects each at two high-tech firms. In total, 44 interviews and two 

workshops were conducted. In all projects different external suppliers contributed with new 

technology.  

The disposition of the paper is as follows. First the theoretical framework is provided, which 

includes supplier involvement and agency theory. Following is the research design and 

methodology. Thereafter the six cases are briefly presented. An analysis with case evidence is 

provided. Finally conclusions are discussed.  

2. THEORETICAL FRAMEWORK 

2.1 SUPPLIER INVOLVEMENT 

Suppliers can be involved at different stages of the NPD project. Possible entry points are 

discussed by Petersen et al. (2005) to be during the idea generation, assessment, concept 

development, engineering and design or testing and ramp-up. By incorporating suppliers in 

the early phases of the development project, the supplier has the possibility to comment on 

design issues or create the design together with the firm. To involve suppliers early in the 

development project is strategically the right thing to do (Wagner and Hoegl 2006). By 

involving suppliers early, it is possible for buying firms to receive comments on their design 

in an early phase when it is easier to make modifications. Further advantages of involving 

suppliers early in the project are possibilities to receive their opinions on the product’s design 

and on the implementation of technology. Hence, it is advantageous for firms to integrate key 

suppliers early in the definition stages of the NPD project (Bozdogan et al. 1998; Wagner 

2012).  

Traditionally, it is argued that firms can gain benefits such as higher flexibility and lower 

costs by delegating manufacturing to suppliers (Baldwin and Clark 2003). These factors are 
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also important for supplier involvement in NPD. Additionally, there are factors that reduce the 

impact on technology risk. These factors are identified as: the supplier’s experience, that the 

technology risk is taken by the supplier, that the buying firm can influence the supplier’s 

R&D activities and that the supplier shares information (Handfield et al. 1999). Access to 

technology knowledge is the most important criteria for firms when selecting a collaboration 

partner in NPD (Rundquist and Halila 2010). In the same study, another important factor was 

personal relationship between key persons, which highlight the importance of prior 

relationships.  

Evaluating potential suppliers before deciding with which supplier to collaborate can require 

some effort from the buying firm. If there are new suppliers, with whom the buying firm has 

no prior relationship with; collecting information about these suppliers becomes important. 

The buying firm needs to find information about the suppliers’ innovation and technical 

competences, training and ramp-up possibilities (Handfield et al. 1999; Petersen et al. 2003). 

Additional criterion that the buying firm can use to evaluate suppliers is their ability to adapt 

(Croom 2001). Another approach would be to involve several suppliers in the initial phase of 

the development and evaluate them during the collaboration and thereafter select one supplier 

(Zsidisin and Smith 2005). By interacting with the suppliers in the early development the 

buying firm can try to find out the suppliers’ technological capabilities, production 

capabilities and desired goals. Hence, interaction becomes critical in collaborative NPD.  

When evaluating suppliers for collaborative NPD it is important to consider the supplier’s 

strategic focus on innovation, which is considered to have an impact on the supplier’s product 

development activity (Wynstra et al. 2010). After reviewing the suppliers’ philosophies, 

capabilities, experience and goals, the firm could then select the most appropriate supplier. 

This confirms the discussion where it is stressed that for buyers it is important to be familiar 

with the supplier and that the supplier demonstrates adaptability (Croom 2001). Another 

approach is shown in the model developed by Langner and Seidel (2009), where suppliers 

compete against each other and develop a concept model for the component.  

2.2 AGENCY THEORY 

In this paper the buyer-supplier relationship in NPD is investigated by applying agency theory. 

It is useful since development projects represents situations where contracting is difficult. In 

addition, the buyer-supplier relationship can present a situation where the firms’ goals are not 

aligned. Finally, in development projects there is uncertainty present. In situations such as this, 

buyer-supplier relationships in NPD, agency theory is a relevant theory to use (Eisenhardt 

1989b).  

Agency theory handles principal-agent relationships within or between organisations where 

the principal delegates work to the agent. In this paper, the principal represents the buying 

firm while the agent is the supplier. Agency theory differentiates between two types of 

problems, precontractual problems and postcontractual problems (Bergen et al. 1992). The 

first type involves problems that occur before an agreement has been made between the 

principal and its agent. The second type concerns problems that arise when there is a 

relationship between the principal and its agent. The analysis will be from the buying firms’ 

perspective. 

Goal incongruence or goal conflict comes from the assumption that the agent has interests that 

are not in accordance with the principal’s interest. A cause for goal incongruence in buyer-

supplier relationships can be contractual inflexibility (Rossetti and Choi 2008). Goal 

congruence, on the other hand, can work as an assurance against opportunism in a buyer-

supplier relationship (Jap 1999), especially in relationships with higher levels of opportunism 
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(Jap and Anderson 2003). Hence, establishing goal congruence in principal-agent 

relationships can facilitate the building of trust. Moreover, firms in a relationship with goal 

congruence tend to see a longer time horizon for their collaboration than other firms (Jap and 

Anderson 2003). By developing goal congruence in buyer-supplier relationships, the firms 

can achieve compatible objectives even though supplier may have preferences that are not 

aligned with the buying firm’s original preferences. Generally, buyers might prefer quality 

and lower prices while suppliers could prefer profit and requested volumes.  

Agency theory is not limited to relationships outside the firm, relationships within the firm 

can also be investigated by using agency theory. Conflicts within a firm can consist of 

departments having different goals or goals that are not aligned with the corporate aim. For 

instance, a firm (principal) and its purchasing department (agent) showed that the agent had 

both self-interest and an interest for the goal of the principal (Lonsdale and Watson 2005).  

Eisenhardt (1989b) argues that agency theory basically discusses two problems; risk sharing 

and the agency problem. Risk sharing concerns the issue of different attitude towards risk, 

which is that the principal and agent do not have a similar attitude towards risk. The two 

aspects of the agency problem are moral hazard and adverse selection (Eisenhardt 1989b). 

The former is the problem of a lack of effort from the agent while the latter is the problem of 

a misrepresentation of the agent’s ability. These issues are related to the difficulty and/or 

costly situation of verifying what the agent actually is doing and its actual abilities to perform 

certain tasks. Cultural distance can help explain the agency problem, this is shown in a study 

of a headquarter and its foreign subsidiary relationships (Roth and O'Donnell 1996). 

When there is a misrepresentation of the agent’s ability, adverse selection, the problem lies in 

that the principal cannot verify the skills and abilities of the agent. If the principal had access 

to accurate information about the agent and its characteristics there misrepresentation would 

easily be discovered. Hence, it is suggested that principals can gather additional information 

about the agent for the purpose to learn about the agent’s nature and actions (Holmström 

1979). Thus, agency theory concerns the issue of collecting information about potential 

suppliers in order to make an evaluation before selecting a supplier. However, despite the 

buying firm’s efforts to evaluate potential suppliers, it is possible that suppliers provide an 

inaccurate view of their level of knowledge about the specific technology or product 

requested.  

Moral hazard on the other hand, the lack of effort from the agent, is a situation where the 

agent can do things that the principal cannot observe. In situations when it is difficult to 

evaluate an agent’s performance it is suggested that the principal better can control the agent 

through compensation than through monitoring (Anderson 1985). However, Holmström (1979) 

suggests that additional information about the agent can be gathered and used in judgement of 

the agent’s performance.  

The final aspect of agency theory used in this paper, information asymmetry, occurs when the 

agent has information that is not available to the principal. These situations tend to be more 

likely in short-term relationships where the principal does not have access or insight into the 

agent’s domain. To deal with this issue, one could assume that monitoring of the agent could 

help to resolve the information asymmetry. However, Jacobides and Croson (2001) show that 

more monitoring is not always better. Examples of information asymmetry within a firm in 

development projects has been investigated from an agency point of view and demonstrated 

that project members provided managers with misleading information, they exaggerating 

progress to please managers, understates time spent on project and secretly work on weekends 

to catch-up (Mahaney and Lederer 2003). Another study apply agency theory to global 

service firms and local clients and extend agency theory by showing that the principal can be 
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more knowledgeable than the agent (Dou et al. 2009). Hence, traditional agency theory 

assumes that the agent has more information than the principal, but this is not always the case.  

3. METHODOLOGY 

The relationship between principals and agents has been studied in the context of NPD in the 

high-tech industry. Two large international firms that have many R&D collaborations were 

selected to represent the principals in this study. These two firms, here called Powcom and 

Telcom were selected because they are used to incorporate external technology and 

knowledge into their products by collaborating with external suppliers. They also have a long 

history of developing systems where external technology and external knowledge are 

provided by suppliers. Both firms are large global high-tech firms with a market leading 

position and have more than 100 000 employees. At each firm three NPD projects were 

selected to study. The six projects had different suppliers (agents) that contributed with 

external technology to the buying firms. The NPD projects were selected in discussion with 

top management at the firms, where projects that involved new technology, external suppliers 

and had different buyer-supplier relationships were presented and discussed. Each selected 

project was rich in information (Patton 2002), which was an additional selection criterion.   

In total, six projects were studied and 44 interviews were made. Individuals that worked on 

the projects or were involved in the decisions of the project were interviewed, such as project 

manager, technical experts, engineers, purchasers and sales managers. The respondents were 

thus knowledgeable of the subject (Eisenhardt and Graebner 2007) and could provide detailed 

information. Supplier representatives were interviewed in four of the six cases. Two suppliers 

were not included because it was not possible to gain access to them. However, it is believed 

that comprehensive views of these projects have been gained. At Powcom and its suppliers 22 

interviews were made while at Telcom and its suppliers an additional 22 interviews were 

conducted. An overview of the interviews can be seen in table 1. A semi-structured interview 

guide was used where the respondents provided information mainly about the project, 

technology, uncertainty and relationship with the collaborating firm.  

 

Number of interviews 

Powproj1 Powproj2 Powproj3 Telproj1 Telproj2 Telproj3 

4 7 11 10 6 6 

Table 1 Number of interviews 

The interviews were recorded and transcribed. In addition, information about the technology 

and the firms were collected through internal documents and technical specifications. This 

data held information about NPD processes, technology development and market 

considerations. In order to ensure validity within-case analysis and detailed case write-ups 

were made (Eisenhardt 1989a) which were sent to the firms. Moreover, workshops after the 

data gathering and analysis were performed at Powcom and Telcom to further discuss 

findings and verify results. At Powcom ten individuals from both R&D and supply were 

included while at Telcom seven individuals from management, sourcing and R&D 

participated in the workshop. At the workshops the NPD projects were discussed as well as 

the firms’ strategic ambition with supplier involvement in NPD. Problems that had occurred 

in the projects were identified and discussed from several different viewpoints. Finally, 

challenges for future collaborations with suppliers were presented as well as the firms’ plans 
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of how to manage future supplier collaborations. Hence, the workshops made it possible to 

discuss findings from the projects as well as provide additional information about the cases 

and the firms’ future strategies for NPD where suppliers are involved.  

The data was structured and organised according to the two phases described in this paper; 

precontractual and postcontractual phase. Constructs from the agency theory literature were 

identified for each phase. The precontractual phase had constructs such as adverse selection, 

assessment criteria and prior relationship. In the post contractual phase constructs such as goal 

incongruence, moral hazard, information asymmetry opportunism (Eisenhardt 1989b) and 

cultural distance (Roth and O'Donnell 1996) were used. Coding of the interviews consisted of 

identifying text related to each construct (Strauss and Corbin 1998).   

4. SIX CASES: POWCOM AND TELCOM 

Powcom is a global high-tech firm with more than 100 000 employees. It has a wide range of 

products but specializes in electrical engineering. In several industries it is market leader. The 

firm is a system integrator that has a high R&D intensity and is used to collaborate with high-

tech suppliers. Similarly, Telcom is also a global high-tech firm with more than 100 000 

employees. Telcom specializes in telecommunication products and is market leader in that 

industry. It has a high rate of R&D projects, many of which are in collaboration with suppliers. 

Both Powcom and Telcom are European firms.  

4.1 POWPROJ1 

Powcom had the idea to develop energy storage for one of their systems and thus decided to 

have a collaborative NPD project with a battery supplier. The battery was to be exclusively 

developed for Powcom and not sold to Powcom’s competitors. An already developed battery 

that was used in automotive applications and owned by Powsup1 was selected. Although the 

battery already existed it needed to be further developed to be included in Powcom’s system. 

Moreover, the interface between the energy storage and the battery required development 

efforts. This was a completely new product to the market and thus a radical development with 

large market potential.  

Powsup1 was a smaller European firm that were good at manufacturing batteries. The project 

team’s core at Powcom consisted of about five individuals that were engineers and technical 

experts. The project lasted for nine years where the development was mostly done separately 

at the two firms. However, when larger technical issues occurred, Powcom and Powsup1 tried 

to solve them together.  

4.2 POWPROJ2 

Powcom started a collaborative NPD with Powsup2 to develop a li-ion battery to one of 

Powcom’s new systems. This battery was to be exclusively developed for Powcom and high 

volumes were expected if Powcom managed to sell the system. Powcom is the market leader 

on this market, which is rather conservative. However, a pilot of the system has been sold. 

The li-ion is an existing battery technology, but for Powcom’s application with high voltage, 

this puts higher demands on the battery. A battery for this high voltage has never been made 

previously and thus it is a radical development. The development project was active for three 

years.  

Powsup2 is a large European firm that is among the market leaders for this type of battery 

technology. In the project team mostly engineers were involved, but also purchasing and 

individuals from sales. At Powcom the core team consisted of about ten people and at 

Powsup2 about five individuals. The development tasks were mostly done separately at each 
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firm, but progress was reported between the firms on a regular basis. Integrating the battery 

and system has been a joined R&D effort. In addition, part of the marketing of the product has 

been made in collaboration with Powsup2.  

4.3 POWPROJ3 

This NPD project between Powcom and Powsup3 started when Powcom decided to design 

their own motor for traction applications and decided to develop several components in 

collaboration with suppliers. The bearing was a critical component in the motor and thus 

Powcom decided to start a project in collaboration with a supplier. The technology in the 

project is not new per se, but it has not been used in this industry or at Powcom previously. 

Powsup3 has patents on this technology and Powcom encourages Powsup3 to sell the 

developed component to more customers. Hence, there is no exclusivity on this component 

for Powcom. Powsup3 is a large European firm that is market leader on this component.  

The project went on for about one year where Powcom and Powsup3 had project teams that 

worked together to design and develop the component. The core team at Powcom consisted of 

about five people and at Powsup3 about five to ten people were heavily involved in the 

project. Functions that were involved were mainly engineers, but also a purchaser and 

marketing people. The market is forecasted to start with a few large projects and then an 

increase in market share is expected. One project with about 1 200 pieces was sold in the 

beginning of the NPD project.  

4.4 TELPROJ1 

A radical new product was developed in collaboration between Telcom and Telsup1. The idea 

for the project originated from the supplier but Telcom owns the developed system and thus 

has exclusivity on the developed product. The system integrates an antenna with a radio and 

thus creating a completely new product. The market volume is forecasted to be large but since 

it is a new product only a pilot has been sold so far. Telsup1 is a European firm that is the 

market leader on antennas and is much smaller than Telcom.  

The development project went on for two years where Telcom and Telsup1 regularly had 

joined workshops for several days to discuss the product. In the beginning there were 

meetings several times a month and in the end phase they met about once a month. 

Information was shared between the firms in the form of person-to-person, but also via 

telephone, email or shared documents. The core team from Telcom consisted of 10-15 

engineers. In addition, the purchaser responsible to Telsup1’s regular business with Telcom 

was involved.   

4.5 TELPROJ2 

In this project, the fifth generation of an AD-converter has been developed. The design of the 

component is made by Telcom and then developed by its suppliers: the two market leaders. 

These are Telsup2a and Telsup2b, which share the expected volume that is between two to 

three million pieces. Telcom patents its design and the suppliers give Telcom exclusivity on 

the developed component. The technology development is incremental where Telcom is 

pushing the development forward by asking for more from the component for each generation. 

The two suppliers are two large North American firms.  

The project went on for about two years where the core team consisted of about five to ten 

people from Telcom. Team members were technical experts and a purchaser that was 

responsible for the negotiations with the suppliers. Difficult technical problems were solved in 

workshop forms where Telcom would collaborate with each supplier to solve the problem. 
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However, mostly the suppliers would develop the component based on the specification 

provided by Telcom.  

4.6 TELPROJ3 

This project was the development of the fourth generation of computers at Telcom. For this 

computer, a processor was developed in a collaborative NPD project between Telcom and 

Telsup3. The technology development for each generation is incremental. Telcom’s 

computers are developed to be used within Telcom and are thus not sold directly to external 

customers but are included in systems that external customers buy from Telcom. The volumes 

for this product is considered by Telcom to be relatively small, about 50 000 pieces per year. 

Telsup3 is a large North American firm that is the market leader on this technology. The 

project’s length was two years where Telcom involved about ten people in the project. Mostly 

engineers worked on the project, but also a purchasing function was involved. Telcom has no 

exclusivity on the developed processors. Rather, Telcom get early access to Telsup3’s latest 

design standard and get to test and evaluate the component before other firms. Hence, it is 

Telsup3’s design and Telcom has limited possibilities to influence it. Collaboration takes the 

form of group solving when there are larger technical issues. In such cases, workshops are 

arranged where Telcom and Telsup3 work together to solve the problems. Minor problems are 

solved by Telcom alone or by phone assistance from Telsup3.  

5. ANALYSIS 

5.1 PRE-CONTRACTUAL 

A precontractual problem refers to the situation before the buying firm has decided to offer an 

agent a contract. Additionally. it concerns whether the supplier has the appropriate 

characteristics that the buying firm is searching for and how the buying firm can assess the 

supplier properly (Bergen et al. 1992). Evidence from the cases can be found in table 2. 
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Analytical dimension Powproj1 Powproj2 Powproj3 Telproj1 Telproj2 Telproj3 

Assessing the agent:  

criteria used for 

assessment, 

evaluation – how was 

the supplier selected? 

There was a pre-study 

where a number of 

suppliers were 

discussed. […] There 

was a (technical) 

assessment and 

Powsup1’s battery 

looked most 

promising and then 

we moved forward 

with this. 

[…]Powsup1 

provided us with very 

nice numbers on how 

the cost would sink 

once the production 

grew. (Powcom 

Manager AI) 

In this project we 

were in a hurry and I 

had personal contacts 

at Powsup2 from 

previously. Powsup2 

is a large company, 

they are competent 

and willing to 

cooperate […] They 

could deliver our 

requested volumes. 

Also, we wanted a 

supplier with a good 

reputation and that 

was well known. 

(Powcom Manager 

AF) 

We looked at all 

possible suppliers to 

see where they stood 

regarding this 

technology. Some had 

started with it but 

were considerably 

behind Powsup3 – 

who was the only 

supplier that could 

provide sufficient 

knowledge to make an 

efficient project. I 

think that if the other 

suppliers had been at 

the same technical 

level as Powsup3 

project we would have 

selected one of them – 

Powsup3’s 

competitors were 

more interested from 

the beginning. 

(Powcom Manager 

AM) 

[…] we have looked 

at almost all possible 

alternatives. But 

Telsup1 was in a 

collaboration that 

wasn’t working and 

they made an informal 

contact and said “we 

have collaboration 

that…”Moreover, 

Telcom is a large 

buyer of Telsup1’s off 

the shelf products. 

[…]they asked us 

[…]”would you be 

interested in doing 

something together” 

(Telcom Manager BC) 

We started with eight 

suppliers, we worked 

down to four (the 

industry leaders). We 

caught the four but we 

used two. What 

differentiated those 

top two was, the 

technology was just as 

good as the other 

guys, but those top 

two guys were giving 

us better support in 

supply. They were 

giving us better 

support in cost. 

[…]Those 2 suppliers 

have consistently been 

there for us. (Telcom 

Manager BM) 

From the beginning 

we had supplier x as 

supplier 

(generation1). Then 

there were some 

decisions on a higher 

strategic level and we 

changed to Telsup3 

(generation 2-4). 

[…]Required by duty 

we asked supplier x 

but we knew that we 

would use Telsup3. 

It’s difficult when you 

are locked-in. 

Sourcing hasn’t had 

much to say about this 

selection.(Telcom 

Manager BT) 

 

Adverse selection: 

misrepresentation of 

ability by the agent 

(claim to have certain 

skills or abilities when 

hired) Information 

about the agent’s 

desired characteristics 

Powsup 1 did not 

have the knowledge; 

we had to design the 

battery. We helped 

them. They made a 

battery for us to 

approve […] When 

we tested there was a 

burnout and the 

battery started to 

No evidence found We were in a project 

with a customer that 

wanted about 1000 

motors. We contacted 

Powsup3 for bearings 

for these motors. After 

a while they gave us 

the prices… then I felt 

tricked. Very high 

prices. That was not 

No evidence found 
We can’t replace one 

(of the developed 

components) with the 

other (supplier’s 

component). We need 

to have two different 

variants of electronics 

(in stock) – so we are 

locked into the 

technology. Telsup2a 

and Telsup2b demand 

No evidence found 
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burn. […] After this 

Powsup1 said that 

they wouldn’t manage 

to build the battery. 

That was one point, 

the other was that the 

prices of the batteries 

kept on rising, from 

the beginning they 

had told us that the 

price would sink – 

instead it shot up. 

(Powcom Manager 

AI) 

the impression I had 

gotten from our 

previous meetings. I 

got angry. (Powcom 

Manager AK) 

different electronics 

around their 

component because 

they behave 

differently. (Telcom 

Manager BP) 

Prior history with 

agent: relationships 

before the studied 

project 

Powsup1 is a 

company that has 

patents to make 

batteries for cars. (No 

prior history with 

Powcom) (Powcom 

Manager AC) 

For Ni-Cd Powsup2 

and Powcom had a 

project, […] which is 

still, at the moment, 

the biggest battery in 

the world. And 

besides that, there 

was a much smaller 

battery, but with new 

technology Li-Ion and 

that was collaboration 

between Powcom, 

Powsup2 and the 

customer. (Powsup 

Manager AJ) 

We have had a long 

relationship, about 

100 years I would say. 

(Powcom Manager 

AL) 

We had been together 

for a long time. It was 

in the starting of the 

mobile 

communication in the 

80-ties. Thus, there 

was a lot of 

involvement of Telcom 

in our product 

portfolio. (Telsup 

Manager BI) 

Same (suppliers since 

platform 1). But we 

bring new guys in just 

to see what they are 

doing. To see if there 

is something 

innovating out there 

on the market. If we 

are missing something 

perhaps? So we still 

talk to a lot of 

suppliers, but we only 

use pretty much two. 

(Telcom Manager 

BM) 

The boys in the 

Stockholm office, I’m 

familiar with several 

of them for years now, 

some for 25 years. We 

all know who we are. 

(Telcom Manager 

BQ) 

Table 2 Precontractual evidence 
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In the projects studied there was a wide variation in how the suppliers were assessed and 

selected. In accordance with previous studies important characteristics were suppliers’ 

capabilities (Wynstra et al. 2003) such as technology capabilities (Birou and Fawcett 1994; 

Handfield et al. 1999; Petersen et al. 2005; Wagner and Hoegl 2006; Zirpoli and Caputo 2002; 

Zsidisin and Smith 2005). Another aspect that was considered in the cases was the cost of the 

technology (Zirpoli and Caputo 2002; Zsidisin and Smith 2005), and finally considerations for 

the finalization of the products included the suppliers’ production capacity (Handfield et al. 

1999). Additionally, technical knowledge was mentioned in several of the projects. As an 

example of its importance, in Powproj3 the supplier was selected because of technical 

knowledge despite that other suppliers showed more interest in the NPD project. By selecting 

a technically competent supplier design difficulties can be avoided. This may be particularly 

important in cases when the supplier is more accustomed to production (Wognum et al. 2002).  

Although the buying firms in this study are technically advanced system integrators that are 

used to collaborate with a wide range of suppliers in developing new products there seemed to 

be no well-defined structure of how to assess and select suppliers. Interesting is the fact that in 

two projects, Powproj2 and Telproj1 the suppliers were selected through an informal process, 

either through an individual’s personal contacts from previous collaborations before he started 

to work at the buying firm or by the supplier inviting the buying firm to participate in the 

NPD project. One project were in contrast to the other projects, in Telproj3 the supplier was 

not selected on project level, instead it was a higher strategic decision to change supplier, 

which the project team were not aware of and ad no possibility to influence.  

Indication of adverse selection was present in three of the six cases. The issue of 

misrepresentation of the supplier’s abilities was most prominent in the first case. In Powproj1 

the supplier had agreed to develop a battery for Powcom. However, in the end the supplier did 

not have sufficient technical knowledge and thus could not develop the battery. In situations 

where there is technological uncertainties, a supplier’s cooperative competencies can 

complement its technological competencies (Tyler 2001). In this case the supplier claimed to 

have technical skills and knowledge at the beginning of the project. As the project proceeded 

it became evident that the supplier could not develop the product. However, since the supplier 

was to develop a new product with product demands that differed from their standard 

products it was difficult for the supplier to know what was needed to actually develop the 

product. This NPD project was aimed to develop a completely new product and therefore had 

technical uncertainties. The supplier thought they had certain development abilities and 

believed they were knowledgeable in this technology. However, as the project continued 

knowledge and efforts that they did not possess was needed. Hence, they learned that they did 

not have sufficient technical knowledge. From the buying firm’s perspective it becomes 

difficult to know if the supplier has the knowledge they claim to have. Since the buying firm 

is not knowledgeable in the required and thus collaborates with a supplier. But if the supplier 

believes that one set of knowledge is needed for the project when actually another set is also 

necessary, then the misrepresentation from the supplier is not intended. Indeed, the supplier 

did not know what knowledge was needed. In projects where a completely new product is to 

be developed the knowledge needed can be difficult to anticipate at the beginning of the 

project.   

The concern of misrepresentation of price was present in two of the cases. In the Powproj1 the 

supplier had claimed that the prices would sink with time, instead the prices were rising 

during the project’s progress. Powproj3 was in a similar situation, where the supplier had 

indicated one price and when the actual price was to be decided it was considerably higher 

than expected. These misrepresentations are, similarly to the previously discussed 

misrepresentation, also related to uncertainties. In one project the forecasted price was related 
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to the automotive industry where a high ramp-up in battery production was predicted. When 

the automotive battery production did not grow as much as anticipated the cost for the 

producing the developed battery did not sink as expected. Again, the supplier did not know 

the cost for the developed battery at the beginning of the project but followed branch 

organisations forecasts of battery production. These uncertainties are related to unreliable 

estimations of market growth and the market’s impact. Hence, uncertainty caused the 

misrepresentation in this case. In the other case the product had been discussed with the 

supplier several times without an actual price being given. However, an impression of price 

for the product had been gained by the buying firm. When the price finally was presented it 

was much higher than expected.  

In Telproj2 there was a problem of the possibility to interchange the component from the two 

suppliers. The specifications for the suppliers were made to make the components 

interchangeable in the production. However, due to accessories and electronics around the 

components they are in fact not interchangeable. Hence, the suppliers agreed to develop items 

that could be interchangeable but when they were finally developed the items are not 

interchangeable and need to be treated as to separate items although they had the same design 

and specification from the buying firm.  

The firms in this study were aware of the possibilities of suppliers’ misrepresentation of their 

characteristics and skills. An attempt to manage that situation and be more knowledgeable of 

the suppliers’ abilities was to choose suppliers that had been involved in previous NPD 

projects or otherwise collaborated with the firm. In fact, previous studies show that firms tend 

to select partners with whom they have a former relationship (Rundquist 2008). Past project 

experience with a supplier can facilitate decisions on whether to involve that supplier in a 

future project (Hoegl and Wagner 2005). In the cases studied five of the six suppliers had 

previous relations with the buying firms. In two of the cases, Telproj2 and Telproj3 the 

suppliers had been working in previous generations of the developed component. Thus 

Telcom had good insight into the capabilities of collaborating in NPD projects with these 

suppliers. Similarly, in Powproj2, the supplier and buying firm had collaborated in a previous 

project concerning batteries, but this was not a previous generation of the studied project. 

However, the previous collaboration provided Powcom with knowledge about how a joined 

project with Powsup2 could be. Use of a supplier previously can help to predict intentions to 

use that particular supplier for future projects (McCutcheon et al. 1997).   

Longer collaboration had taken place between Powcom and Powsup3, for about 100 years and 

between Telcom and Telsup1 for about 30 years. This provided a long-term insight into these 

suppliers. However, previous collaborations is no guarantee that the supplier will be 

cooperative in the next project (McCutcheon et al. 1997) but it can facilitate for the buying 

firm to assess whether the supplier has the abilities it claims to have.  

As shown, adverse selection is not limited to suppliers that are new to the buying firm. 

However, it is argued that by selecting a supplier that has been involved in previous 

collaboration with the buying firm, it is possible to decrease the risk of adverse selection. In 

particular this is relevant for a misrepresentation of technical skills. By participating in similar 

NPD projects the buying firm has the possibility to access the suppliers skill in that particular 

technology.  

5.2 POST-CONTRACTUAL 

Postcontractual problems arise after the principal and agent have formed a relationship. See 

table 3 for evidence from the cases.  
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Analytical dimension Powproj1 Powproj2 Powproj3 Telproj1 Telproj2 Telproj3 

Goal incongruence 

 

Powcom did what it 

could to save the 

situation. I think 

Powsup1’s owner 

realized that the 

structure and strategy 

that was decided from 

the beginning didn’t 

work. Powcom did not 

fit their strategy. 

[…]Powcom was too 

big. They wanted to 

sell smaller batteries 

to car manufacturers. 

(Powcom Manager 

AI) 

We are relying on the 

fact that the market 

will ask for one 

battery. […] on the 

technical point and 

project development 

we are in stand-by 

mode since […] due 

to the fact that we 

have no end customer 

for the moment, both 

management at 

Powcom and 

Powsup2 have 

decided not to put any 

more resources on the 

project. (Powsup 

Manager AJ) 

Powsup3 wanted to 

design custom made 

bearing to each 

motor. But we wanted 

to standardize 

everything and thus 

said “no” (Powcom 

Manager AK) 

We found out that 

Telsup1 and Telcom 

had a common view 

on strategy and on 

R&D along with our 

technology roadmaps. 

(Manager Telsup BH) 

Previously, when they 

came to us, they 

said ”Here is a 

component, can you 

use it?” (Telcom 

Manager BK) 

I think that Telsup3 

wants something from 

us. I’m talking about 

knowledge. For them 

to be able to do […] 

themselves is 

probably something 

that is tempting. 

Today they don’t have 

the right type of 

processors to do it. 

(Telcom Manager BT) 

Moral hazard: lack of 

effort from the agent’s 

part 

We had to support 

Powsup1 a lot. We 

helped them with 

things…which made 

the interface an issue. 

This gave us problems 

to reach a commercial 

agreement. (Powcom 

Manager AG) 

It was when we lost 

contact. Activity at 

meetings was high but 

it decreased and 

almost disappeared. 

[…] We were 

standing still, we got 

no answers to our 

questions and no 

answer on emails, we 

called and said that 

we needed help and 

they told us that they 

are busy and didn’t 

have enough 

resources. (Powcom 

Manager AA) 

We were not satisfied 

with the cost. We 

found out what was 

the main factor 

behind the high costs. 

[…] At that point we 

were quite bold and 

told them ”can’t you 

so like this […]” It 

was  a new way of 

thinking for Powsup3. 

(Powcom Manager 

AK)  

 

No evidence found In 2004 Telsup2a was 

the market leader in 

[…] and they pretty 

much led us from 

design to design. We 

weren’t sending any 

requirements out. We 

were sitting there and 

all along Telsup2a 

said “hey, here’s my 

new […]” and some 

guys would start to 

use it. […]So, we 

would just use what 

they had on their 

normal roadmap. 

(Telcom Manager 

Telsup3 provides us 

with some answers. As 

it is now, Telsup3 

provides us with their 

reference design 

which we can test at 

an early stage. It’s 

mostly debugging. 

The collaboration 

isn’t more than that. 

(Telcom Manager 

BU) 
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BM) 

Information 

asymmetry:  

Technical knowledge 

We realized that in 

order to make 

progress to reach an 

end product we had to 

help them. They had a 

reasonable 

production but we 

wanted to develop a 

battery. That’s when 

we noticed that they 

did not possess the 

knowledge and we 

had to help them. 

(Powcom Manager 

AI) 

They (Powsup2) 

manufacture batteries 

for space and air 

transportation 

industry, which has a 

broad field of security 

and processes to 

handle complex 

systems. They asked a 

lot of questions about 

our design that we did 

not understand in the 

beginning. They used 

terms that we were 

not familiar with. 

(Powcom Manager 

AA) 

In this project we 

have patents on our 

bearings but Powcom 

has patents on the 

system around it. 

Some parts are 

possible to patent 

while other parts are 

well known 

technology. (Powsup 

Manager AN) 

As we (Telsup1) never 

can do radios while 

Telcom has the 

understanding (of 

antennas)[…] (Telsup 

Manager BI) 

We are driving it 

(technical 

development). So 

we’re pushing their 

technology and our 

specifications are very 

tough. (Telcom 

Manager BM) 

It (the testing) is 

almost a miracle that 

it works. You can’t 

measure it any longer 

because it is too fast. 

(Telcom Manager 

BQ) 

Information 

asymmetry:  

Product knowledge 

They (Powsup1) built 

the production but 

had no knowledge to 

develop or test the 

cell. They took the 

existing cell design 

[…] but did not 

develop the cell itself. 

(Powcom Manager 

AI) 

We do not have the 

ambition to become 

super-gurus on 

chemistry within the 

battery. But we are 

used to working that 

way at Powcom, we 

are a system 

integrator.  We have 

many components and 

are used to building 

technical knowledge 

in order to be good at 

making specifications. 

(Powcom Manager 

AB) 

We know exactly what 

everything costs. We 

do it all the time – 

break down 

everything into detail. 

Always. We do not 

buy systems. We want 

to know which times 

are behind a piece – 

what work, which 

processes, which 

investments you need 

for this component, do 

you need complicated 

machinery? We want 

to know all this. 

(Powcom Manager 

AL) 

[…]Telcom don´t 

have the ability to 

manufacture 

antennas. We are 

quite big in antennas 

and Telcom on radios. 

(Telsup Manager BI) 

We try to limit what 

we tell them (the 

suppliers). It’s a 

policy we have to 

protect our 

organisation: patent 

and technology. 

(Telcom Manager BN) 

They (Telsup3) have 

full insight into our 

design, but we don’t 

have full insight into 

their component. They 

keep some parts a 

secret.  (Telcom 

Manager BS) 
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Information 

asymmetry:  

Market knowledge 

It’s important to go 

out and see what the 

market needs. We 

have a task force that 

investigates the 

market potential and 

where we should aim. 

[…] If we had waited 

for the market then we 

probably wouldn’t 

have been finished 

today. Now we have 

created our own 

market. (Powcom 

Manager AI) 

This industry is 

different depending on 

the country. It is more 

or less the electrical 

distributor that means 

that these companies 

are like […] in 

Sweden, […] in 

France or some 

Canadian and 

Americans which are 

dealing with 

producing energy, 

transporting and 

distributing energy. 

(Powsup Manager AJ) 

They (Powsup3) want 

to reach the market. 

The only way to do 

that is to put their 

component into our 

product. They know 

that the bearing will 

be replaced […] They 

see that the only way 

for them to succeed is 

if we succeed. 

(Powcom Manager 

AL) 

We had a problem 

with credibility on the 

market. We have tried 

to enter the antenna 

market for several 

years, but we are a 

very small player. We 

did not have the 

credibility, not good 

products […] we 

should make the best 

products and we need 

the credibility on the 

market and that is 

best done through 

teaming with the 

market leader. 

(Telcom Manager BC) 

In 2004 Telsup2a was 

the market leader in 

data converters 

[…]So, back in those 

days (2004), those 

guys led us. (Telcom 

Manager BM) 

We affect Telsup3 by 

being a technically 

advanced and 

problematic customer 

that has good 

knowledge about the 

future […] Telsup3 

deliver to everybody. 

Telsup3 has no 

repressions. […]In 

essence,Telsup3 has 

no competitors in this 

sector. (Telcom 

Manager BQ) 

 

Cultural distance 

(Roth and O'Donnell 

1996) 

Mr […] (Powsup1’s 

owner), I only saw his 

profile when he 

walked past us one 

time… he didn’t want 

to talk to us, not even 

to just drop by and 

say “hello” (Powcom 

Manager AI) 

We didn’t tell them 

straight out that we 

were not going to sign 

the contract. Instead 

there had been a long 

discussion with 

lawyers and Powsup2 

had been very late 

with providing 

feedback so we just let 

the contract lay there. 

Finally Powsup2 

understood that we 

were not going to sign 

it … then they started 

to wonder what we 

were doing. (Powcom 

Manager AB) 

We have similar 

culture. Absolutely. 

This openness, you 

just say what you 

think, you don’t play 

games. It’s much 

more difficult in 

China where we are 

making railway 

business, it’s much 

more difficult. Or in 

Germany, you really 

have to think twice 

what you disclose to 

customer, that it 

doesn’t become your 

disadvantage later on. 

Especially in China. I 

don’t think this is the 

Telcom is more 

consensus-oriented 

and we (Telsup1) are 

completely the 

opposite. We are a 

small company, not 

that strategically 

thinking as a big 

company. […] So, the 

decision culture is 

completely different. 

(Telsup Manager BI) 

They (Telsup2a, b) 

are bad at demanding 

things from us. They 

don’t do it. […] I 

don’t know if it is 

typically American or 

German or whatever 

it is. I think they ask 

too little from us in 

the form of input. It is 

a bit funny, at the 

moment Telsup2b has 

gotten younger 

engineers that acts 

very differently, he 

asks many questions… 

and is much more 

alert. That has a 

positive effect. 

(Telcom Manager BN) 

At Telsup3 there is no 

need to reach a 

consensus, there can 

be harsh words in 

discussions but you 

must make a decision 

at one point and then 

you can say ”I don’t 

agree with what we 

are doing but I will 

commit and to 

everything I can to 

support the decision” 

[…]Telcom on the 

other hand has much 

consensus, much 

Swedish culture that 

is not as distinct as in 

an American 
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case with Powcom. 

(Powsup Manager 

AR) 

company. (Telsup 

Manager BV) 

 

Table 3 Post-contractual evidence 
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For two firms are to develop a new product by combining their knowledge there need to be 

some agreement on what the product’s characteristics should be. Hence, in the NPD 

collaboration it is important to have goal congruence (Wagner and Hoegl 2006). In the 

projects studied, one project clearly stated that they had alignment of their goals from the 

beginning. However, in other projects the alignments of goals were not present at the start of 

the project and the firms had to work with gaining goal congruence during the projects’ 

progress. In collaborative NPD, it is not uncommon that firms devote time to define the goals 

of the project with the supplier (Bonaccorsi and Lipparini 1994). It can take some time to 

reach agreement and before the firms’ goals are aligned there can be conflicts present that 

need to be resolved. In Powproj 3 there was a dispute in the beginning of how the component 

was to be developed, the supplier wanted a custom made solution while the buying firm 

preferred to develop a standardized solution. Another example was in Telproj3 where the 

buying firm suspected that Telsup3 joined the collaboration in order to gain knowledge about 

Telcom’s products and did not have as a main objective to be a supplier to the firm. Most 

evident however, was the goal incongruence in Powproj1 where the supplier realized during 

the collaboration that Powcom did not fit their strategy and that they could not collaborate 

with Powcom. In this project there were no clear discussions where the firms critically 

reviewed the other firm’s goal with the project.  

Another concern during product development is the possibility that the supplier does not put 

in sufficient efforts into the project. A lack of effort from the suppliers was perceived at 

different levels and of different proportions in the studied projects. As previously discussed, 

the supplier’s knowledge of the requested technology is a key selection criteria in NPD 

(Rundquist and Halila 2010). By investigating the suppliers’ technical knowledge the buying 

firm can better assess the suppliers’ capability of contributing in the development project. 

However, due to the uncertainty in development projects it may be difficult to evaluate 

whether a supplier can manage to develop a certain component, particularly if the buying firm 

is not clear on what technical knowledge that is needed for the development. In Powproj1 the 

supplier did not possess all the requested technical knowledge and thus could not put 

sufficient technical development effort into the project. This resulted in that Powcom had to 

do part of the development of Powsup1’s battery, which in turn led to commercial difficulties 

since Powsup was supposed to be responsible for its own battery.  

A minor issue in the form of the supplier providing little or less effort into the project was 

evident in Powproj2, Powproj3 and Telproj3. In the first case, the supplier had low activity in 

the project and didn’t prioritize the project. By not prioritizing the project a supplier can affect 

the progress of the project and sometimes the lack of prioritization can lead to project delays 

(Primo and Amundson 2002), which can impact the buying firm negatively by being costly 

and delay market introduction. In the studied project, few resources were put on the project 

and the supplier could not provide Powcom with the requested data and answers. Similarly, in 

Telproj3 the supplier put limited efforts into solving problems and instead let Telcom do some 

problem solving by themselves. The issue in Powproj2 was that the supplier put little effort 

into trying to lower the cost of production. Instead it was Powcom that provided ideas and 

suggestions on how the production could be improved to lower the production cost of the 

component.  

The information asymmetry found in regard to technical knowledge where of a nature that the 

buying firm had more knowledge than the suppliers in two of the projects. During the first 

project, Powproj1, it was clear that the supplier didn’t have sufficient knowledge to develop 

the battery and thus Powcom had to help the supplier with developing the battery. As for the 

second project, Telproj2, it was Telcom that was pushing the suppliers to be more innovative. 

At Telcom there were a few experts that were specialists in this technology and they helped 
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the suppliers when they run into difficulties. The technical knowledge asymmetries described 

above resulted in a slower development pace where the buying firm need to put resources into 

the project to help the suppliers with technical issues of the component for which the suppliers 

have responsibility.  

In contrast, in two of the projects the suppliers were considered to have more knowledge than 

the buying firm. By gaining insight into suppliers’ knowledge of new technologies more 

creative products can be developed. In situations where the supplier has more technical 

knowledge they can facilitate to create realistic goals for the development project (Petersen et 

al. 2003). In Powproj2 this is evident from discussion with the supplier where the supplier 

asked about the design by using technical and safety terms that were unknown to Powcom. In 

that situation the supplier could share their expertise in that field. Powcom had to learn about 

safety standards and regulations for this type of battery. In Telproj3 the technology 

development has come so far that it is not possible to measure the inputs and outcomes 

anymore. That the design works is described as a ‘miracle’. In these projects the buying firms 

have raised a concern for the possibility that the suppliers could become a future competitor in 

the buying firms’ industry.  

The technical knowledge asymmetries were handled differently by the buying firms, in the 

situation of having more technical knowledge than the supplier the firm had to take a more 

prominent role in the development. In the opposite situation the buying firm had two 

approaches, either to acquire some basic understanding in order to better communicate with 

the supplier or to be satisfied that the technology functions but the firm does not need to 

possess knowledge of how it functions.  

As previously mentioned, in Powproj1 the supplier didn’t have enough knowledge to develop 

the battery. Instead Powcom’s experts built a test device to test the batteries at Powcom, 

which was not part of the original plan. Hence, the buying firm had more product knowledge 

than the supplier. However, in the other projects it were the suppliers that had more product 

knowledge than the buying firms. In contrast to Powproj1, in Powproj2 Powcom made sure it 

did not become involved in any details of the battery, instead Powcom wanted to work as a 

system integrator and only have sufficient knowledge to make good specifications. Similarly, 

in Telproj1, Telcom had some basic knowledge about antennas, but they do not have the 

knowledge of manufacturing them.  

In Powproj3, Powcom had detailed knowledge about the product’s cost structure. It was 

Powcom’s strategy to know exactly how much it costs for the supplier to manufacture the 

product. However, it does not have the knowledge of the products technical characteristics. 

The knowledge of the product in Telproj3 was greater at the supplier, in this project the 

supplier made sure that Telcom did not get full insight into the component.  

In the project where the supplier had less product knowledge the buying firm chose to handle 

the situation by taking responsibility for part of the development and testing of the component. 

In the opposite situation, where the supplier had more product knowledge than the buying 

firm, the buying firm had several approaches to manage the knowledge asymmetry. In one 

project the buying firm investigated the components cost structure to be sure of how much the 

component should cost. In other projects the buying firms decided to have the role of a system 

integrator and not become involved in any details of the components. However, the buying 

firms stressed the importance of limiting the information about the system because they were 

concerned about the possibilities of knowledge spill-overs. Sharing information during longer 

relationships with the supplier can be viewed as danger to the buying firm since there is a risk 

of loss of know-how to the supplier (Wagner and Hoegl 2006).  
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In the studied projects there was evidence of asymmetries in market knowledge. Mostly, it 

was the buying firm that had more knowledge about the market because it has delivered 

similar products to these customers for several years. In essence, the developed product is an 

incremental product or a new product to the already existing customers. In the three projects 

at Powcom, the firm were targeting its old customers with a new product. In Powproj2 and 

Powproj3 Powcom had a joined marketing with the suppliers and both Powcom and the 

suppliers promoted the product. However, Powcom was the owner of the product and was 

selling it to its customers. In contrast, at Telcom it was the suppliers who had more 

knowledge of the market. Having market knowledge is crucial in product development, even 

if the firms’ project teams are efficient, the project can fail if the project does not have broad, 

deep and specific market knowledge (Luca and Atuahene-Gima 2007). In Telproj2, 

previously it had been the suppliers who knew the market. However, this has changed and 

today Telcom has more market information than its suppliers. In Telproj1 it was a strategic 

decision to collaborate with Telsup1 in order to gain credibility on the market by 

collaborating with the market leader. In contrast to the other projects, in Telproj3 the products 

were provided to internal customers and hence market knowledge may be less relevant. 

However, since Telsup3 has such a dominant position, in a way it controls the market. The 

buying firms in this study made use of the suppliers’ market knowledge and reputation by 

collaborating in marketing the products. A concern that was discussed in some projects was 

the possibility of the supplier gaining a stronger position in the collaboration by dominating 

the market.   

The majority of the companies involved in this study are market leaders and technically 

skilled companies with similar organisation structure. In Powproj3 the firms indicated that 

there were no real cultural differences between the companies. However, in the other projects 

there were some cultural differences identified among them. In development projects where 

suppliers are involved, differences in corporate culture can be problematic (Petersen et al. 

2003). Open dialogue between the firms can help overcome cultural issues. In Telproj1 and 

Telproj3 the suppliers indicated that Telcom was more consensus oriented than the supplies. 

Telsup1 claimed that it could be due to a difference in size of the firms while Telsup3 thought 

that it could be due to the fact that Telcom has a Swedish management culture.  

One clear difference when comparing Swedish and US practises in NPD, is that development 

projects in the US has a greater focus on the individual (Rundquist and Chibba 2004). In the 

same Swedish study there was no difference in acknowledgement of project leaders and 

project members. As one manager from Telcom said about cultural differences “At Telcom 

what the manager says is just another comment in the ongoing debate”. In Telproj2 Telcom 

would have liked the suppliers to question Telcom more and not accept Telcom’s 

specifications as the absolute truth. This could also be linked to a more consensus oriented 

management at Telcom. In Powproj1 there was a cultural difference in that the owner of 

Powsup1 did not acknowledge the presence of Powcom when they visited Powsup1. In 

Powproj2 Powcom tried to avoid a potential conflict by not addressing the contract that they 

were not satisfied with. Instead the supplier worked on the contract and after a time 

understood that Powcom were not interested in a contract. However, Powcom never told the 

supplier this straight out.     

6. CONCLUSION 

In order to develop more innovative products firms incorporate technology from external 

sources (Chesbrough 2003). In this paper, suppliers that have contributed with new 

technology in NPD projects have been studied by using case study method. In total six NPD 

projects have been investigated. To facilitate the analysis two phases in the buyer-supplier 
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relationship can be distinguished, precontractual and postcontractual problems (Bergen et al. 

1992). This paper aims to contribute to our understanding of NPD collaborations.  

In the precontractual phase this paper has shown that even firms with a long history of 

collaborating with external suppliers have no well-defined process on how to assess and select 

suppliers for NPD projects. Instead, the firms used a wide range of different approaches on 

how to select suppliers, ranging from using a set of criteria, performing technical evaluations 

and using previously personal contacts. Moreover, this study has shown that suppliers in NPD 

are not always selected on project level, in one project it was corporate strategic management 

that decided which supplier should be included in the project.  

The aspect of ensuring that the suppliers have the abilities that they claim can be difficult, 

especially in product development where the supplier is developing a completely new product. 

Including new technology could implicate several technical aspects that the supplier may not 

be aware of in the beginning of the project but becomes aware of during the development 

process. Hence, the supplier is learning during the project. However, the firms in this study 

used prior collaborations with the suppliers as a way to better assess the suppliers’ statements 

on technical knowledge. Even though prior history does not guarantee that the buying firm 

can confirm the suppliers’ skills (McCutcheon et al. 1997) it was seen as a possibility to better 

control the suppliers’ development skills.  

In the postcontractual phase knowledge asymmetries related to technical knowledge, product 

knowledge and market knowledge were identified. In the cases where the buying firm had 

more technical knowledge than the suppliers the buying firms in one project had to take the 

responsibility for development and help the supplier by providing technical knowledge. In the 

other case the buying firm used its technical knowledge to push the suppliers to develop more 

innovative components. In the opposite situation the buying firm acquired sufficient 

knowledge to understand what the supplier was doing and why it needed a set of information. 

In another project the buying firm was contented that the development was progressing and 

did not feel it needed to know how the product was developed.   

Regarding product knowledge, in the situation where the supplier did not have sufficient 

knowledge the buying handled the problem by taking responsibility for part of the 

development and testing of the component.  In contrast, when the supplier had more product 

knowledge than the buying firm, the buying firm could take the role as a system integrator 

and not become involved in the components details, development or testing.  

The situation where the supplier had additional market knowledge and a good reputation on 

the markets the buying firms used this by collaborating with the suppliers in marketing of the 

products. In the case of having a dominant supplier on the market, the buying firms expressed 

concerns about the possibility of the supplier gaining a stronger position in the collaboration.  

This study has some limitations. First, it is limited to six cases where in two of the cases the 

suppliers’ views are not included. Secondly, it studies a fraction of the pre-contractual and 

post-contractual problems that might occur in a buyer-supplier collaborative NPD. Thirdly, 

there are limitations in the agency theory that may have affected the results of this study. 

Further studies could investigate similar constructs in other situations to confirm the tentative 

results from this study. Although buyer-supplier relationships has been investigated by several 

scholars, by applying agency theory we might learn more about these relationships.  
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