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Abstract— This paper presents a review of the
literature of supplier relations in the automotive
industry towards triad and how this has an impact on
the supplier selection for buyers. This paper focuses on
the automotive sector specifically. The paper suggest
that triads reflect the supplier relations attributes in
previous literature yet stress on the need for further
emphasis on the supplier-supplier relationship.
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1. Introduction

The supplier relations between the buyer and the
supplier have been identified as buyer-supplier
relationship in the literature. Buyer-supplier
relationships have focused on the dyad relationships
between the buyer and the supplier. However,
research has also shown that there is now a triad: The
buyer-supplier-supplier relationship. Some research
suggest that buyers not only need to focus on
managing its relationships with its buyers, but also
need to manage the relationship between the
suppliers' themselves. [1] have presented five
archetypes of supplier-supplier relationships and
extend their study later focusing on the supplier-
supplier relationship in the triad and the role of the
buyer in these relationships and how supplier
performance is affected [2]. This suggest a need to
extend the authors' research into the automotive
industry especially looking at the supplier/vendor
and how they cooperate / compete with each other
as they work together to meet the requirements of
the buyer. The significance of this output is that an
archetype of supplier triad of the automotive
industry could help both buyer and supplier
understand the dynamics and help increase the
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performance of suppliers of various tiers and in the
end, increase the performance of the buyer.

A buyer might not realize that his supplier A, for
example, are having issues with supplier B and thus
supplier A could not improve its performance. Thus,
by researching the triad supply dynamic, and
extending it with regard to developing countries,
some with a protected automotive sector, buyers
could understand the supplier-supplier-buyer
relationship and ensure that the systems in place are
working with this dynamic rather than against. This
paper presents a review of the literature of supplier
relations in the automotive industry towards the triad
and how this has an impact on the supplier selection
for buyers, particularly for developing countries.

2. Supplier  relation in  the
Automotive Industry

The operational performance of the firm is
dependent on their suppliers, thus the buying firm
needs to analyse its supply chain management and
ensure that the right or strategic sourcing is in place.
Strategic sourcing is defined as “...managing the
supplier base in an effective manner through
identifying and selecting suppliers” [3].

The automotive industry is a complex sector in
which a car has 10,000 parts [4], thus the
management of the supply chain is essential. When
organisations outsource their activities to suppliers,
the management of the supply chain has been the
focus of researchers as an efficient supply chain
leads to a substantial lead of competitive advantage
over other competitors [5].

[6] have investigated the supply base and supply
networks and the relationship of Japanese
automotive companies and their suppliers in the US
[7]. The buyer-supplier relationship, particularly in
the automotive industry, has been shown to be either
collaborative [7] or adversarial [8] or close but
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adversarial [9]. Collaborative relationship has been
suggested by researchers to improve suppliers’
performance through direct investment by the buyer
to develop the suppliers through programs such as
supplier development program [10]. Thus, this
suggest that to improve suppliers’ performance,
researchers suggest that buyers take an active
interest in the development of their suppliers and
build a relationship with their suppliers, either in a
collaborative manner or close and adversarial.

3. Strategic sourcing and supplier
selection

Building a relationship with suppliers especially for
the long-term suggest selecting the ‘right supplier’
thus supplier selection is essential. The literature on
supplier selection emphasises the importance of
selecting the right suppliers [3, 11-15].

Some studies emphasised on how suppliers could be
categorized into two categories based on know-how
and capacity [16]. Know-how groups are suppliers
with specialised knowledge that buyers depend
upon. Capacity groups are when buyers use these
suppliers more for capacity purposes and these
suppliers are deemed less critical [16]. This suggests
that suppliers’ importance to the buyer is dependent
on the capabilities of the supplier and what the
supplier brings to the buyer-supplier relationship.
[11] focused on the supplier selection criteria, while
[12] extended the research through segmenting
suppliers based on the needs of the buyers. [15]
identified four types of relationship that buyers
might have with their suppliers based on the supplier
segments.

Previous study emphasised the different roles that
suppliers play in supplying the needs of buyers [12].
Suppliers are divided into groups based on their
importance to the buyer, either strategic, bottleneck,
leverage or non-critical items. [12] also suggested
the purchasing strategies related with these groups
(supply versus sourcing, local versus global), as well
as the length of contract (short-term versus long-
term) as a way of understanding / categorising the
role of suppliers. [15] extended this portfolio into the
relationship between buyer and its suppliers, by
suggesting four types of relationship: family,
business partner, friendly and transactional. [15]
used the supplier’s commitment and the importance
of the supplier to the buyer to build the relationship
matrix. [15] proposes that various models of supplier

segmentation arise due to the marketplace
environment and relationship criteria based on the
buyer-supplier relationship (p.14).

[15] explains that the ‘friendly’ category supplier is
dependent on the buyer with the buyer investing in
the relationship heavily even though the supplier is
less innovative. In contrast, [15] describes the
‘transactional’ category supplier as a relationship
with less commitment from both parties, with many
alternative suppliers and cost being a main
differentiator.

When sourcing suppliers from overseas, including
from emerging countries, criteria suggested include:
innovative thinking, design-to-cost criteria and
synchronizing of process between buyers and
suppliers [17], quality and cost [18] and supplier
selection criteria, quality assurance, as well as
environmental and political issues surrounding
developing countries [14]. [19] from the perspective
of a developing country exporting overseas, found
that technology, quality, cost, delivery and
manufacturing flexibility were important criteria. In
addition, in a study focusing on selecting suppliers
from China, [20] suggest that developing suppliers
from emerging countries needed significant
investments from both buyer and supplier. [21] in
their research found that for international buyers,
whose suppliers are from China, issues such as
formal and social control were found to be
complements to each other. Similarly, for [22],
control of local China suppliers by foreign buyers
were enabled through detailed contracts, centralised
control and relational governance. To summarise,
when sourcing for suppliers, the buyer needs to
understand the supplier segment relationship as well
as supplier selection criteria and possible
relationship investment when sourcing such
suppliers from overseas.

4. Customized versus standardized
product

The modular components that has emerged in the
automotive sectors as well as other sectors have also
brought changes to the buyer-supplier dynamic.
Previously, researchers, such as [23] looked at the
effects of information technology in manufacturing
on supplier relationships among Japanese
manufacturers. They found that when there exists
two types of interface — namely, standardised (or
modular architecture) and customised (integral
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architecture) — five out of ten respondents would
purchase customised products from a small group of
suppliers. Thus for the latter types of product, the
supplier relationship would be strengthened, but the
reverse would occur for standardised products. As
noted by Morita and Nakahara, Japanese
manufacturers’ cooperative relationships with their
suppliers are well-known due to their long-term
relationships, customised investments by suppliers
and financial and personal ties. The Japanese
manufacturers could purchase products from a wider
group of suppliers at a more competitive price, thus
reducing the need to purchase from their own small
group of suppliers. Yet [23] point out that if products
are customised rather than standardised, Japanese
manufacturers would still procure goods from a
select group of suppliers However, as noted in the
literature by [24], the Japanese automotive sector
has changed due to the modular components in the
industry. The automotive sector had gone through
changes due to the scandal of collusion and price
fixing among suppliers [25], [24] and thus supply
chain management changes such as modularization,
where the same parts could be used from different
suppliers, ease the prospect of shifting among
suppliers if necessary [26], [24].

5. Triad

A triad consists of a relationship between a buyer
and two suppliers (buyer-supplier-supplier) where
the buyer works with two suppliers at the same time
[27]. Researchers have looked into the building of
the types of the triad [1], [28] as well as the impact
of the suppliers' relationship when both are suppliers
to the same buyer. Triads are considered as “the
smallest unit of a network” [29]. In supply network
research, the triad could consist of buyer-supplier-
supplier  relationships and  archetypes, or
relationships between these actors, as well as who
the actors are in a triad (buyer-supplier-supplier or
buyer-buyer-supplier) as well as the supplier’s role
within the supply chain itself [30].

[1] have presented five archetypes of supplier-
supplier relationships. These archetypes are:
conflicting, contracting, dog fighting, networking
and transacting. These archetypes suggest various
level of ranging from collaborating supplier
relations to the other spectrum of adverse supplier
relations. The authors identify these as cooperative
and competitive relationships between the suppliers
[1]. In a triad where two suppliers have co-opetition

(both competition and cooperation) between each
other as they supply to the same buyer, [27] suggest
that buyers need to take into consideration that the
relationship between the two suppliers are positive
as this situation might have impact on the buyers’
performance. Though the study was conducted in the
aerospace industry, the study suggest similar
situation in the automotive industry with similar
manufacturing emphasis.

An issue for the buyer could be in managing the
control on both suppliers, whether to have negative
or positive feedback. Based on their study, the
authors suggest on positive impact on feedback, thus
managing the control on suppliers, not too little that
there is little flexibility, but with enough balance that
suppliers could be more predictable [27]. This
suggest that some elements of supplier development
programs could be implemented thus improving
supplier performance and indirectly buyer
performance [31-33].

Managing control on buyers for example through
buyer control could lead to the buyer being
dominant. Buyers could have either formal control
or formal and social control with their suppliers [34].
Yet, in research related to triads, this situation is not
necessarily so. [35] found that in a case study in a
military-civil industry, a buyer and two suppliers,
the dominance of one supplier could be above that
of the other two players. Yet due to a long-term
relationship, the buyer is willing for the dominant
supplier to play the role due to mutual
interdependence and harmonious relations between
all players [35].

The automotive sector had gone through changes
due to the scandal of collusion and price fixing
among suppliers [25], [24] and thus supply chain
management changes such as modularization, where
the same parts could be used from different
suppliers, ease the prospect of shifting among
suppliers if necessary [26].

Long-term relationships [36] in the literature on
supply chain is one of the characteristics of Japanese
style collaborative relations, however researchers
have come to doubt on its usefulness when modular
components are involved as these components could
be substituted [37], [38]. [24] noted that in a white
paper by Japan’s METI (Ministry of Trade,
Economy and Industry) in 2011 that Japanese supply
chain in the manufacturing sector had acquired a
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‘diamond structure’ where there is ‘a concentration
of supply links on certain key original producers of
parts and materials’ [24]. The impact of this action,
as stated by the authors, was that if such suppliers
faced disasters impacting their production, these
temporary shocks could be felt throughout the
network. The authors suggest that Japanese
automakers could bypass intermediaries, for
example, keiretsu networks and have direct contacts
with suppliers, thus leading to diversification of
supply networks. However, the authors caution that
the new impact on this change would be quality
control and safety assurance as these procedures
may become more challenging especially for
Japanese automakers with limited procurement
departments. Yet, as noted by [39], there needs to be
further research on the ‘why’ explanation —through
looking at the buyers’ and suppliers’ relationship
motives and history. The authors note that there is
still a lack of understanding on the superiority in the
parallel supplier sourcing in Toyota compared to
other companies.

6. Conclusion and discussion

This paper has presented a discussion on the
literature encompassing supplier relations primarily
in the automotive industry towards the triad
structure. The related areas of strategic sourcing and
supplier selection were discussed as well as the areas
of customized and modularized products also have
some impact on the supplier relations. As the
literature suggests, a triad structure focus more on
defining in more depth the relationship between a
supplier and a buyer, or in the case of a triad, two
suppliers or alternatively, one supplier and two
buyers. As the literature has become more focused
on triad, elements of supplier relations also have an
impact on the triad. Concepts of control, buyer
feedback as well as supplier selection play a role in
the triad architecture. The literature also accounts on
the changes in the automotive or manufacturing
sector as in some places such as Japan where
keiretsu exists, a more direct relationship between
buyer and supplier is taking place. Though the
positive aspect is a more diversified supplier base,
however, for cost could be to implement quality and
safety control on the diversified supply base.
Overall, the triad architecture suggest that the basics
of the supplier relations as in the literature are
relevant, yet more research seem to suggest to
analyse the relationship between the two supplier
actors with respect to the single buyer in a triad,

focusing on the reasons for explaining motives for
relationship between suppliers and buyers.
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