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Abstract 

An increasing number of companies are using Supplier Codes of Conduct to ensure socially 

responsible behavior in their supply chains. Previous research on SCCs have focused on powerful 

brand owning multinational corporations and have concluded that a cooperative approach, the 

cooperation model, has yielded better results than a more traditional approach based on 

monitoring and sanctions, the compliance model. This study will investigate how organizations 

with low bargaining power use these two approaches to SCCs to get suppliers to comply with 

their SCCs, and how this is influenced by the organizations purchasing strategy towards that 

supplier. Semi structured interviews were conducted with 9 diverse Swedish organizations that 

use SCCs. The results of the study reveal that the buying organizations focus their efforts on 

certain suppliers that are selected using different criteria. The results do not conflict with previous 

findings, however, no strong support for the previous findings is observed either. The results of 

the study suggest that strong bargaining power is well suited with the compliance model. 
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1. Introduction 
Corporate Social Responsibility (CSR), Social Responsibility (SR) and Ethical Business Practice 

(EBP) are a few of the terms that indicate the increased occurrence of organizations that 

recognize the need to take responsibility for their actions, not only towards their owners, but also 

towards other stakeholders. Today’s organizations are not only expected to provide profit for 

their owners, but also to minimize their negative influence on the environment and on society. 

Failure to do so may result in harsh criticism from NGO’s and the media, and may according to 

Carrigan and Attalla (2001) result in boycotts by the consumers. This might result in a negative 

impact on the bottom line. 

One of the tools that organizations use to ensure ethical behavior from their employees is 

(Ethical) Codes of Conduct (Erwin 2010). The codes are a way of regulating how employees 

should act and guide employees in making difficult decisions. Much research has been done on 

how employee behavior is influenced by the codes. Different aspects of the codes, such as 

development, content and implementation, have been investigated in order to determine their 

influence on output behavior (Singh 2011; Kaptein & Schwartz 2008). 

However, organizations are not only expected to take responsibility for their own actions; they 

must also strive to decrease negative influence throughout their supply chain. Many international 

corporations now use Supplier Codes of Conduct (SCCs) to regulate what kind of behavior they 

expect from their suppliers. Only limited research has studied the issue of SCCs and this research 

has mainly focused on brand owning multinational corporations (MNCs) that outsource their 

production to suppliers in developing countries. In attempts to determine how to improve 

suppliers’ compliance with the codes, previous studies have focused on the difference between 

merely monitoring compliance and making investments in suppliers (Jiang, 2007). In case studies 

the buying organizations have mostly been large MNCs that are dominant in their industries, and 

the suppliers have been factories in developing countries with little or no power in the buyer-

supplier relationship (Andersen & Skjoett-Larsen 2009; Locke et al. 2007; Locke et al. 2009; 

Pedersen & Andersen 2006). 
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It is apparent that the previous research has mainly assumed that the buying organization holds 

greater bargaining power over the supplier. This, anyhow, may not always be the case. Few 

studies have addressed the issue of SCCs in an equal power relationship or in a situation where 

the supplier holds more bargaining power. One exception is the study by Ciliberti et al. (2008), 

which investigates Small and Medium-sized Enterprises’ (SMEs’) implementation of social 

responsibility practices in their supply chains. This gap in research is also noted by Pedersen and 

Andersen (2006), who address the need for future research regarding the SMEs’ abilities to 

ensure SCC compliance in case of lacking bargaining power. Furthermore, MNCs that lack 

bargaining power, e.g. when a supplier holds a patent that grants the monopoly of production of a 

certain good, have not been taken into account previously. Shift’s (2013) report concluded that 

almost any company, regardless of size or industry, faces situations in which it either does not 

have, or does not perceive to have, sufficient possibilities of influencing its suppliers. There are 

many instances where the buyer lacks the bargaining power due to different reasons, but the 

expectations on the buyer to take action to ensure its suppliers responsible behavior remains. 

Furthermore, Porter (1980, 28) states that a buyer may influence its bargaining power in a buyer-

supplier relationship through their choice of purchasing strategy. Thus, it is important to 

acknowledge how the choice of purchasing strategy can affect the use of SCCs and if it can 

influence the supplier’s compliance with the buyers SCC. 

The main ways of ensuring compliance with SCCs that have been investigated previously, also 

known as safeguards are: monitoring compliance, assigning sanctions and rewarding incentives, 

and making investments in the supplier (Ciliberti et al. 2008; Pedersen et al. 2006; Jiang 2009b). 

In the case of a buying organization with less bargaining power than the supplier it is not certain 

that these previously investigated safeguards can be employed as efficiently since lack of 

bargaining power may have an adverse impact on the buyer’s opportunities to use sanctions. 

Thus, more research is needed on how the approach to these SCC safeguards influences the 

supplier’s compliance with the SCC in the context of a bargaining power structure that 

disadvantages the buying organization. 

1.2 Purpose of the study and the research question 
The purpose of this study is to investigate how organizations may influence socially responsible 

behavior of suppliers that have greater bargaining power through the use of a supplier code of 



 

    3 

conduct. The study focuses on defining how factors such as the approach to adopting the 

previously identified SCC safeguards, bargaining power and purchasing strategy influence 

supplier’s compliance with SCCs. The study aims to expand the existing knowledge of ensuring 

SCC compliance especially by focusing on a type of buyer-supplier relationship that has 

previously been overlooked.  

The study aims to provide buying organizations with a more thorough understanding of how 

they can influence their supplier’s socially responsible behavior through the use of SCCs. The 

findings may guide buying organizations’ in selecting the appropriate SCC safeguarding 

mechanisms. 

This study serves to answer the research questions: 

1. How does a buying organization ensure the SCC compliance of a supplier that holds greater 

bargaining power? 

2. How do approach to SCC safeguards, low bargaining power and purchasing strategy 

influence supplier compliance with SCCs? 

1.3 Disposition of the paper 
Chapter 2 outlines the relevant existing literature and theories that are then applied in the 

empirical part of the study. First a few key terms of the study are defined. Then, the concept of 

supplier code of conduct is introduced, including a discussion of the prior identified ways of 

governing SCC compliance. Finally, an overview of bargaining power and purchasing strategy in 

a buyer-supplier relationship is provided and a little light is shed on what role purchase strategy 

has in the topic of interest. The chapter concludes by determining grading criteria for the two 

SCC-models, compliance model and cooperation model, identified in previous research and 

linking the presented theories to each other. 

Chapter 3 presents the method that was chosen and motivates the methodological choices of 

the study. The chapter starts with an introduction of the qualitative research design and 

presentation of the chosen research strategy; qualitative survey. Then, an operationalization of the 

analysis model follows. After that the information about the actual data collection process of 
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conducting semi-structured interviews with nine sample companies is provided. A discussion of 

the scope and limitations of the study concludes the chapter.  

Chapter 4 presents the empirical part of the study and by first presenting a summary of the 

informants and the general findings of the collected data. Next follows a presentation of the 

specific results in the context of each interviewed organization. The presentation of the results is 

structured to be informant specific, as the problems experienced by the informants need to be 

seen in the context of each organization. 

In chapter 5 the data is analyzed using the models identified in chapter 2. The analysis consists 

of three parts. First, each organization is evaluated on their use of the different SCC safeguarding 

mechanisms in order to determine to what extent the informants rely on the compliance and 

cooperation models. Then, the analysis takes a look at how bargaining power relates to the SCC-

model of the informant, and how this influences supplier compliance. Last but not least, the 

analysis relates the nature of the purchase strategy to the SCC model to draw conclusions on the 

purchasing strategy’s influence on supplier compliance. 

The discussion in chapter 6 will elaborate on new findings of the study and possible 

alternative explanations of the results. 

Chapter 7 concludes the paper by presenting the main findings and contributions of the study 

and provides suggestions for future research. 
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2. Theory 
Connor’s (2009) statement “You can outsource production but you can’t outsource 

responsibility” indicates that when previously internal operations are outsourced, liability still 

remains with the outsourcing company. The Global Compact states that members are asked “to 

embrace, support and enact, within their sphere of influence, a set of core values in the areas of 

human rights, labor standards, the environment and anti-corruption” (United Nations 2014), and 

according to the ISO 26 000 standard on social responsibility (ISO 2010, 73), companies are 

responsible for the actions of actors over which they have a sufficient power to control them. 

These are just a few examples of the pressures on buying organizations to take responsibility for 

the behavior of their suppliers. The examples also illustrate the prevalent assumption that buyers 

have control over their suppliers. 

2.1 Terms 
At the very beginning it is important to make a distinction between a Code of Conduct (CoC) and 

a Supplier Code of Conduct (SCC). CoC refers to the internal codes used by organizations, 

directed at the employees to induce and guide ethical behavior. SCC refers to the codes used by 

buying organizations to influence the behavior of their suppliers. There are some unclear 

boundaries though, as many buying organizations implicitly or clearly state that they are in 

compliance with the standards of their SCC (IKEA Supply AG 2008). Furthermore, some 

organizations state that their suppliers are expected to comply with their internal CoCs. In case of 

ambiguity this paper will consider the intended use of the code. 

The term safeguard, as presented by Pedersen and Andersen (2006, 231), is adopted to present 

the ways, techniques, or methods of influencing the supplier and ensuring SCC compliance. 

When discussing the issue of power, this study employs the term bargaining power to refer to 

the buyer’s and supplier’s sufficient ability to influence each other. This definition derives from 

the works of Dahl (1957), Porter (1980), and Thompson et al. (2012), as presented more detailed 

in Chapter 2.4. 
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2.2 Supplier Codes of Conduct 
Supplier codes of conduct originated in the late 1990s (Waddock et al. 2002, 132). A brief 

observation of SCCs reveals that they have many common characteristics and are very often built 

on the principles of UN Global Compact, the eight fundamental ILO conventions, the UN 

declaration of human rights or the industries own guiding principles. Still, according to Locke et 

al. (2009, 322), a common critique of codes of conduct is that they merely serve to protect the 

global brands from legal liability and reputational damage, rather than to genuinely improve labor 

rights and working conditions. Also, Egels-Zandén (2014, 62) observes that previous literature 

has found that buyer’s demands often clash with their SCC standards (e.g. short lead times vs. 

limited overtime). Thus, a conclusion can be drawn that implementing SCCs includes challenges 

for the practitioners. 

Two approaches to improving suppliers’ socially responsible behavior are prevalent in the 

literature on ethical supply chain management. The first one is based on monitoring SCC 

compliance through safeguarding procedures like audits and surveys, resulting in sanctions if 

non-compliance is noted. This has been labeled as the traditional compliance model (Locke et al. 

2009), buyer-to-supplier governance (Jiang 2009b) and compliance with requirements (Ciliberti 

et al. 2008). In this study, this approach will be referred to as the compliance model. The second 

approach is based on a closer relationship between buyer and supplier based on mutual adaptation 

and helping suppliers make improvements. This has been labeled as the commitment approach 

(Locke et al. 2009), peer-to-peer governance (Jiang 2009b) and capacity building (Ciliberti et al. 

2008). The terms may differ slightly in their description of the approach, but in this study the 

approach is labeled the cooperation model in order to emphasize the cooperation between the 

buyer and the supplier. The two perspectives are overlapping; since the compliance model 

predates the cooperation model, the latter may include elements of the former, meaning that 

written SCCs and audits are common also in the cooperation model. Next follows a review of the 

main features of these models. 

2.2.1 The compliance model 
Monitoring procedures such as audits and self-evaluation surveys are common tools in ensuring 

supplier compliance with SCCs. Previous literature also confirms the frequent use of audits and 

other monitoring procedures. According to Locke et al. (2007) audit is the most frequently used 
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tool to improve working conditions at supplier sites. Ciliberti et al. (2008) found that each of the 

five SMEs investigated in their study conducts audits of its suppliers. According to Jiang (2009a) 

auditing and governing are necessary to verify suppliers’ claims of compliance. However, some 

previous research has ruled audits to be ineffective in ensuring supplier compliance with SCCs 

(Locke et al. 2007; Jiang 2009b). Lund-Thomsen (2008) does not only question the effect of 

audits, but also the insights that audits can provide in supplier practice. The author states that 

only western brands benefit from SCCs by selling certified products. However, monitoring is a 

prerequisite for implementing sanctions and demanding improvements, and may therefore be 

necessary.  

Apart from being deemed as an insufficient tool for instigating change in suppliers, audits are 

also costly. Referencing Brunsson (1990), Power (1994, 302–303) states that audits “have less to 

do with control in a traditional sense and more to do with the allocation of responsibility”. By 

conducting audits on suppliers the internal control systems of the supplier are subjected to 

scrutiny. If the systems are approved, the responsibility to act accordingly is transferred to the 

supplier in question. According to Egels-Zandén (2014, 61–63), this use of SCCs to obtain 

legitimacy rather than improving standards can result in decoupling of the SCC and the 

organization’s actual practices. The suppliers make elaborate attempts to deceive auditors, for 

example through double bookkeeping, falsifying documents, or instructing employees before 

audits. The author concludes that the decoupling of code of conduct policies and the actual 

organizational practices can be seen as a norm. 

Discovering non-compliance with an SCC through an audit may result in imposing sanctions 

on the supplier. Sanctions for violating the terms of the SCC could include fines, shifting of 

orders, or termination of a contract. While Locke et al (2007, 22) suggest cooperation rather than 

sanctions in order to instigate change, they also state that if suppliers refuse to cooperate, the 

buyer could shift their orders to other suppliers. In addition to financial sanction, shifting orders 

may indicate to other companies that the supplier is an unreliable partner, which may harm the 

supplier’s reputation. A majority of the SCCs state that code violation can result in termination of 

the contract. Still it is a common view today that buying organizations should not simply 

terminate the contract with non-compliant suppliers, but should rather give suppliers time to 

overcome their problems. For example, Lund-Thomsen (2008, 1015) reminds the readers that 
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terminating contracts with suppliers in developing countries may leave the workers in worse 

conditions. Pedersen and Andersen (2006, 232) note that although it is the fastest and the most 

ultimate sanction, terminating the contract is an applicable safeguard only when it is a credible 

threat. This is largely affected by the bargaining power in the buyer-supplier relationship. 

Furthermore, when a contract is terminated, the buyer loses influence over the supplier and will 

no longer be able to improve the behavior of the supplier.  

In addition to sanctions in the case of non-compliance, Pedersen and Andersen (2006, 232) 

suggest that successful implementation of supplier codes of conduct also requires motivation. In 

case of compliance different kinds of incentives can be granted, for example in terms of prices, 

order volumes, number of orders, or exclusive rights (Pedersen et al. 2006, 234; Shift 2013, 14). 

Shift (2013, 14) presents incentives as a very good way of increasing suppliers’ motivation to 

meet the given standards and requirements, but also stresses that in order to be sufficient, the 

incentives must be appropriate for the case in question. 

To summarize, the compliance model is based on the use of monitoring through audits and 

surveys, and the use of incentives such as fines, shifting of orders and ultimately termination of 

contract, but may also include incentives such as more beneficial price, order volumes and 

exclusive rights. 

2.2.2 The cooperation model 
Previous literature has deemed cooperation as the most powerful way to influence suppliers 

(Jiang 2009b). According to Jiang (2009a; 2009b), the essence of this approach are idiosyncratic 

investments in the other party in order to establish a mutually dependent relationship. According 

to Ciliberti et al. (2008) the perspective includes communication activities, training initiatives 

and inviting suppliers to the buyer’s production facilities. This approach may include written 

codes and monitoring procedures – but it is not necessary. In the study of Ciliberti et al. (2008, 

1585), one of the five SMEs investigated did not have written requirements. Locke et al. (2007) 

suggest that monitoring practices should be complemented by assisting suppliers in overcoming 

the causes of poor working conditions. For instance, a supplier demanding excessive overtime 

from workers may be related to how the buyer places its orders. The buyer may then adapt their 

ordering procedure in ways that makes it easier for suppliers to comply with the standards of the 

SCC. 
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Considering the different institutional environments of buyers and suppliers in different 

countries (traditionally buyers in developed and suppliers in developing countries), this may 

result in problems as well. The institutional environment is comprised by hard regulations (laws), 

soft regulations (voluntary self-regulation) and norms (Furusten 2013). Together, these form 

institutional pressures on the actors present in that environment. Supplier codes of conduct would 

qualify as soft regulations, since they are “voluntary” to the suppliers. However, if the SCC has 

been developed in a different institutional environment it may be inconsistent with the 

institutional environment of the supplier. The supplier code of conduct may be in conflict with 

local laws, but this is often addressed in the code. It may be in conflict with other soft regulations, 

such as other codes of conduct. This is addressed in codes sometimes. Finally, the SCC may be in 

conflict with local norms, resulting in cultural clash. In the context of cooperation between buyer 

and supplier, cultural differences may present a problem when cooperating with suppliers in 

different countries. The companies investigated in Ciliberti et al.’s (2008, 1586) article use Italian 

law as a frame of reference. The authors find that cultural differences present a major problem, 

especially with the capacity building approach. 

In summary, the cooperation model is based on idiosyncratic investments for the purpose of 

obtaining mutual dependency between buyer and supplier, communication and training activities 

and assisting suppliers in overcoming the causes of the problems. 

2.2.3 Alternative ways of inducing compliance 
In addition to the compliance and cooperative models of influencing suppliers, Shift (2013, 15–

16) reports on additional ways of exercising influence over suppliers; collaboration together with 

business partners and competitors, through bilateral engagement with a few other actors, or 

through collective cooperation with several actors. Engagement with business partners, who may 

be facing the same problems, and establishment of common requirements for the suppliers allow 

a consistent message for the suppliers of what is required from them. Stronger bargaining 

position for cooperating buyers, as well as a possibility for sharing knowledge and lessons 

learned, while together identifying new solutions also help to establish consistency. Naturally, 

cooperation with competitors may be sensitive in some industries but may offer an important way 

of influencing supplier code of conduct compliance when the buyer lacks bargaining power over 

the supplier. In addition, collaboration with other actors, most importantly NGOs, industry 
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organizations or local governments, provides the buyer with opportunity of strengthening the 

influence on the supplier not only by creating a consistent message, but also by notably 

increasing the credibility of the SCC requirements and monitoring (Pedersen et al. 2006, 235; 

Shift 2013, 15–16).  There are several organizations such as BSCI Business Social Compliance 

Initiative (2014), Sedex (2014), Fairtrade International (2014), and Fair Wear Foundation (2014) 

that are all based on the concept of collaboration with other actors. 

Pedersen and Andersen (2006, 234–235) present the legal system in a country as an important 

safeguard ensuring SCC compliance, but as reminded by the authors, it has certain limitations. 

Most often SCCs include issues beyond laws, and thus non-compliance with a code does not 

necessarily mean non-compliance with the laws. This is especially relevant in cases of global 

supply chains, where suppliers are located in developing countries with weak institutional 

structure. After all, the legal system will only impose sanctions when the law is broken. Thus, it 

is important to consider the previously named third parties as additional ways of ensuring SCC 

compliance. 

As mentioned earlier, an important factor when discussing codes of conduct is reputation. 

Pedersen and Andersen (2006, 237) point out that reputation is one of the main reasons for 

companies to adopt codes of conduct, as well as to set SCCs for their suppliers. Locke et al. 

(2009, 322) refer to reputation as the weakness of global organizations, as they due to their 

perceived power often get targeted by NGOs and media. Using reputation as a tool to improve 

compliance does not only mean harming the reputation of misbehaving suppliers; a supplier can 

also benefit as a buying organization’s good reputation may be transferred to well behaving 

suppliers. Thus as Pedersen and Andersen (2006, 237) conclude, reputation can work as a highly 

relevant safeguard of SCC compliance when the supplier benefits from the cooperation with the 

buyer in terms of good reputation. As well as when the buyer uses communicating non-

compliance to other business partners as a sanction. 

In summary, the alternative ways of influencing supplier compliance with an SCC are focused 

on different ways of collaborating with other stakeholders of the supplier. 
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2.3 Buyer-supplier relationship 

2.3.1 Bargaining power 
Dahl (1957) has provided the widely used definition of power, where power is defined as the 

ability of an actor, whether an individual, a group, or an organization, to get another actor to do 

something that it otherwise would not have done. This broad definition highlights the relational 

nature of power; it is residing in the relationships between the actors, instead of in the actors 

themselves. (Hatch 2006, 254) A common perspective on the concept of power in business 

literature is that included in Porter’s (1980, 1) five fundamental forces of competition in an 

industry. The forces of competition are rivalry among competitors, competition due to potential 

new entrants, competition from the substitute product or service providers, and the bargaining 

power of buyers and suppliers of the industry. Thompson et al. (2012, 112–115) present that the 

ability to exert strong competitive pressures on industry members depends on the extent to which 

either the buyer or supplier in question, has sufficient bargaining power to influence the 

conditions of the relationship. Thus bargaining power can be explained as the buyer’s and 

supplier’s sufficient ability to influence each other. 

Porter (1980, 24–27) explains that the buyer’s bargaining power is greater when it holds a 

large percentage of supplier’s total sales, and even more so when the supplier’s industry involves 

high fixed costs. When the purchased products and services are standard and undifferentiated, the 

buyer is able to play a supplier against another, as alternative suppliers can always be found. 

Thus, when the buyer’s switching costs are low, its bargaining power increases. The buyer’s 

ability to pose a credible threat of backward integration, meaning the ability of self-

manufacturing, further increases its bargaining power. Last, but not least, the more information 

the buyer has about the demand, market prices and supplier’s costs, the greater the buyer’s ability 

for bargaining the most favorable prices. 

Porter (1980, 27–28) elaborates further that the circumstances under which suppliers hold 

greater bargaining power tend to mirror those favoring buyers. When the supplier’s industry is 

more concentrated and dominated by only a few suppliers in comparison to the number of buyers, 

or just by one supplier in case of monopoly (for example when the supplier holds a patent), the 

supplier holds greater bargaining power. When a supplier has many buyers and one buyer does 

not account for an important share of the supplier’s sales, the supplier holds strong bargaining 
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power against this buyer. Similarly, the more important input the supplier’s product or service 

has for the buyer’s business, the more powerful the supplier is.  Also, a supplier is powerful when 

no competing substitutes are available in the industry, and especially when the supplier’s 

products are differentiated and the buyer faces high switching costs, resulting in no chance of 

playing the supplier against another one. Based on Porters ideas, the bargaining power of the 

buyer is summarized in Table 1.  

 

 

 

In previous studies on SCCs, bargaining power has usually benefitted the buying organization. 

Most of the previous literature has focused on MNCs and their suppliers in developing countries, 

like Andersen and Skjoett-Larsen’s (2009) case study, for which IKEA was selected due to its 

dominant position in relation to its suppliers, or Egels-Zandén’s (2014) study, in which the 

selected three Swedish retailers are not only one of the biggest retailers in the market, but also 

had extensive experience in working with codes of conduct. Lepoutre and Heene (2006) conclude 

that it is harder for small businesses to engage in acting socially responsibly than it is for their 

larger counterparts. Also Ciliberti et al. (2008, 1580) state that a company’s smaller size often 

correlates positively with lower bargaining power when trying to influence suppliers to act 

ethically. Thus, it becomes easy to comprehend what Locke et al. (2009) state; asymmetric power 

between global buyers and their suppliers is a dominant assumption in the previous literature, and 

brand owners are assumed to be able to force their suppliers to comply with SCCs. 

Gereffi et al. (2005, 82) list several factors that influence the buyer-supplier relationships in 

the global economy, for example history and institutional environments. Thus, it is crucial to 

understand that the conditions that determine the buyer’s and supplier’s bargaining powers are 
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subject to change over time. Porter (1980, 26–28) states that although these changes are mainly 

uncontrollable by the individual buyers and suppliers, a buyer is able to influence its situation in a 

buyer-supplier relationship through the choice of purchasing strategy. 

2.3.2 Purchasing strategy 
As stated above, it is difficult for a buyer to influence the bargaining power structure in its 

relationship to its suppliers. However, some aspects may be influenced by the buyer’s choice of 

purchasing strategy. Thus, it is important to consider how the choice of purchasing strategy can 

affect the use of SCCs and especially a supplier’s compliance. In this paper, purchasing strategy 

is simplified into the opposing terms close and distant. A close purchasing strategy includes a 

focused approach, and the distant strategy includes a diversified approach. These strategies will 

be explained more thoroughly below. First, these will be considered in relation to the concept of 

bargaining power. 

Bargaining power is considered high when the buyer has a large percentage of the supplier’s 

total sales, and focusing the purchases with a single supplier can increase the percentage of total 

sales. Buyer bargaining power is greater when the buyer has more knowledge of the suppliers 

cost structure, so bargaining power may increase when the buyer and supplier have a closer 

relationship. However, if the supplier’s product is standardized, bargaining power is high because 

the buyer can play suppliers against each other to decrease costs. In this case focusing purchases 

with a single supplier may decrease the buyer’s bargaining power. If the supplier’s product is 

differentiated, the buyer may be unable to maintain multiple suppliers for the same product, and 

is forced to rely on a focused purchasing strategy. A close relationship requires more time and 

commitment to develop and for this reason it will increase the buyer’s switching cost, thereby 

decreasing its bargaining power. The number of available suppliers, the buyer’s ability to 

integrate backwards and the availability of substitutes are not likely to be directly affected by the 

actions of a buying organization.  Table 2 illustrates the situations where a buyer’s choice of 

purchasing strategy is likely to affect its bargaining power. 
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Svahn and Westerlund (2009, 176) developed a framework describing six different purchasing 

strategies, where the appropriate strategy is primarily dependent on whether the buyer aims for 

gaining cost effectiveness or more value from its purchases. The strategy is further affected by 

the buyer’s choice of transaction; either a single transaction with a supplier (transactional 

exchange), series of transactions with a single supplier (relational partnerships) or through series 

of transactions with multiple suppliers (collaborative network), which involves high level of 

commitment, such as common R&D. Each of the three transaction situations result in two 

different purchasing strategies depending on the aim, and in other words, a buyer can employ 

different strategies depending on the nature of the input product in their operations.  

In their thorough review of the supply chain management literature, Chen and Paulraj (2004) 

favor a close, long-term relationship to suppliers. The traditional practice of multiple sourcing 

was relying on multiple suppliers for a specific input. This was based on ideas of spreading risk, 

not becoming dependent on a specific supplier and that competition between suppliers would 

decrease costs. This type of supply management is giving way for new strategies based on a 

reduction of the supplier base. Closer, longer-term relationships to suppliers, characterized by 

effective communication will lead to decreased costs according to the authors. The authors 

conclude that the costs associated with maintaining arms-length relationships outweigh the 

savings associated to lower product cost. (Chen et al. 2004). 
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This study will use the terms close and distant to illustrate different purchasing strategies. 

Chen and Paulraj (2004) associate close and long-term relationships to reduced supplier base, 

high levels of communication and cooperation on product development. Distant, arms-length 

relationships are associated to shorter relationships, multiple sourcing in order to decrease risk 

and competition to decrease costs. Figure 1 describes the integration of the theories of the six 

different purchasing strategies and the close and distant nature of the purchasing strategies, based 

on works of Svahn and Westerlund and Chen and Paulraj. The strategies 1 and 2 that involve 

series of transactions and collaboration with multiple suppliers, as well as the strategy 3 focusing 

on gaining value from several transactions with one supplier are classified to have a close nature. 

The strategy consisting of several transactions with one supplier based on gaining cost efficiency, 

as well as the strategies 5 and 6 that consist of single transactions alone, are determined to have a 

distant nature. 

 

 

 

Previous literature on SCCs has promoted a close, cooperative relationship between buyer and 

supplier as the most efficient tool for improving supplier ethical behavior. This proposition has 

been made by Jiang (2009a, 78; Jiang 2009b, 269), Martela (2005, 81), Locke et al. (2007, 13,21) 

and Nair et al. (2011, 114). This is consistent with the recommendations found in the literature on 

purchasing strategy.  However, the close relationship may harm the buyer’s bargaining power in 
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some aspects as shown above. This will be taken into consideration in the analysis. It becomes 

obvious that different governance types are required depending on whether the buyers purchase 

strategy supports building a close long-term relationship with the supplier, or merely builds short 

term arms-length relationships while hunting for cost benefits. 

2.4 Models for analysis 
The research questions of this paper are “How can approach to SCC safeguards, low bargaining 

power and purchasing strategy influence supplier compliance with SCCs?” and “How does a 

buying organization ensure the SCC compliance of a supplier that holds greater bargaining 

power?”. The review of the literature on supplier codes of conduct reveals two different 

approaches to SCC safeguards: the compliance model and the cooperation model, where the latter 

has been determined as the more successful one in previous research. For the purpose of the 

analysis, buying organizations will be graded on a scale of 1-4 on each of these models. The 

grading criteria are based on the literature and are shown in Tables 3 and 4 below. Grade 1 means 

that no safeguarding mechanisms of that model are used and grade 4 means that most of the noted 

mechanisms are used. Grade 2 and 3 are intermediate levels. The two grades will then be 

combined in order to illustrate which one the models the buying organization is relying on the 

most. This combination will be referred to as their selected SCC-model and is illustrated in 

Figure 2. The combination of the two models will result in a score ranging from -3 to +3. A high 

absolute score indicates frequent use of one model and rare use of the other model, while a score 

close to 0 indicates a similar level of dedication to both models. An organization that receives a 

grade of -3 or -2 is considered to rely on the compliance model, an organization that receives a 

grade of -1, zero or +1 is considered to use a combination of the two models and an organization 

that receives a grade of +2 or +3 is considered to rely on the cooperation model. The model will 

also be used to illustrate how the two models relate to supplier compliance. This will determine if 

the previous research that favors the cooperation model holds true for the organizations of this 

study. It is important to note that this numeric assessment of the use of the two models is only a 

simplified illustration of qualitative data. 



 

    17 

 

 

 

 

In addition to the safeguarding mechanisms of the compliance and the cooperation model 

there are alternative ways to ensure the compliance of the supplier. These will be reported but not 

graded. 

Bargaining power is related to a specific relationship and has been determined to rely on 6 

aspects. For this reason, the bargaining power in the relationship between the informant and one 

problematic supplier will be evaluated. Since theory does not specify the relative importance of 
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the 6 aspects, the evaluation will focus on the informants’ perceived importance of these aspects 

in the specific relationship. The estimated bargaining power will be evaluated in relation to the 

use of compliancr and cooperation models, and the compliance of the supplier as illustrated in 

Figure 3. Purchasing strategy will be briefly evaluated in order to determine if there seems to be 

any relation between the purchasing strategy and the selected safeguarding models. The analysis 

will be presented using coordinate systems illustrated in Figure 4. The relation between 

purchasing strategy and bargaining power will be discussed.  
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3. Method 

3.1 Research design  
A qualitative research methodology was deemed appropriate for studying the research questions 

of this study. Saunders et al. (2012, 161–163;171) state that qualitative research is interpretive 

while a phenomenon is studied by explaining and interpreting the subjective and socially 

constructed meanings related to it. As the study aims to gain insights to safeguarding SCC 

compliance in a context where the supplier holds the bargaining power over the buyer, this choice 

of methodology serves to study the phenomenon in the best way. By distinguishing between 

numeric and non-numeric data, qualitative research allows the in-depth understanding of the 

studied subject within the natural setting of a research context. 

3.2 Research strategy 
The chosen method for this study is qualitative survey with semi-structured interviews as the data 

collection technique. The available literature allows formulation of relevant questions, but the 

complexity of the studied issue creates a requirement for informants to express themselves freely.  

3.2.1 Theoretical framework 
The literature used in this study is drawn from two main areas; supplier codes of conduct and 

power in a buyer-supplier relationship. These literature areas provide the study with the main 

concepts that relate to the studied subject: the ways of ensuring SCC compliance in a context 

where supplier holds higher bargaining power over the buyer. Some theory on purchasing 

strategy is included due to the possible influences on bargaining power and the different 

safeguarding mechanisms of SCCs. 

3.2.2 The interview guide  
As Saunders et al. (2012, 284) suggest, in order to achieve a high level of validity, the interview 

questions were carefully considered and probed to provide the ability to explore responses and 

themes of the interview from a variety of angles. The interview guide was constructed with the 

aim to obtain data to sufficiently answer the research questions by basing the questions on the 

theoretical framework of the study. For the complete interview guide and the interview questions, 

see Appendix A. 
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The interview is structured to start by some general questions regarding the informant and the 

organizations. The rest of the interview follows a structure that first discusses the purchasing 

strategy and SCC on general level, and later moves to inquire on a specific supplier that the 

organization has experienced to be difficult to influence. This way the order of the questions of 

the interview guide is logical, and the guide allows to explore and develop the research themes 

when conducting the interview (Saunders et al. 2012, 386). 

A general understanding of the purchasing strategy and the buyer-supplier relationships is 

gained through questions 3-4, asking for example “Tell us how purchasing works in your 

company”. To determine the organizations’ focus on the two SCC-models, compliance model and 

cooperation models, the informants are inquired on how they ensure compliance with the SCC. 

This is done in question 6: “How do you follow up on compliance with the code?” and question 

7: “What happens in case of violation of the code”. 

After gaining a general understanding of the organization, the interview moves on to focus on 

a supplier that the informant perceives as problematic in questions 9-11. These questions strive to 

understand why the supplier is difficult to influence, how the informant has tried to influence the 

supplier to comply with the code and whether or not the supplier is in compliance with the code. 

For example question 11: “Is this supplier in compliance with your supplier code of conduct?” 

including follow-up questions on why the supplier is in compliance or not with the informant’s 

SCC. 

3.2.3 Data collection 
The population of the study are companies that operate in the Swedish market, have a SCC and 

have some supplier that they perceive as difficult to influence. The sample was made to achieve 

great variability within this population, selecting organizations of different sizes and industries in 

both private and public sector. The sample of this study was based on their diversity and includes 

nine companies with different characteristics; different sizes, service and manufacturing 

industries, and both public and private sectors. The industries of the companies include recycling 

services, energy, medical supplies and foodstuff. In order to preserve the identity of the 

companies, they will not be connected with their industries. 
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The interviewees were asked before the interview to consider a specific supplier that they had 

experienced as difficult to influence. Five of the nine interviews were conducted in person at the 

companies’ offices in Stockholm, and four were conducted by phone. Both authors participated in 

all interviews. The duration of the interviews varied between approximately 40-60 minutes. In 

addition to audio-recording the interviews, complementary notes were made by the authors. The 

interviewees were from differing positions within their organizations, including purchase 

managers, sustainability managers, and CEO. After the interview, a summary of the interviews 

was sent to the informant to avoid misunderstandings. Some complementary questions were also 

asked in writing. In addition to the interviews, some complementary data and background 

information was gathered from the organizations websites and annual reports. 

3.3 Scope and limitations 
The reliability of qualitative research is often argued to be weak due to the research nature, which 

aims to reflect the studied phenomena at the time of research in a situation, which is subject to 

change (Saunders et al. 2012, 382), as the case is in this study. Anyhow, the value of using semi-

structured interviews is vital to capture the phenomena around SCCs. Thus, the empirical 

investigation is not necessarily meant to be repeatable in this manner. To strengthen the reliability 

of the study the choices of research design, strategy and methods are presented in detail, in order 

to provide the reader with a thorough understanding of the specific research environment. 

One limitation of this study is that all the investigated companies are located in the same 

institutional environment, namely Sweden. Thus, a certain cultural bias can be present as 

company culture and management practices are rooted in the national culture and history as 

stated by Hofstede (1993, 88–89). To deal with this limitation the aim was to find as diverse 

organizations as possible by their other characteristics. This resulted in a wide variety of 

empirical results, which is consistent with the purpose of the study. Despite of the fact that no 

general conclusions can be drawn from the results, the study provides a great variability in 

results. This provides greater opportunities to gain new knowledge that will contribute to current 

research and a greater number of possible solutions for other organizations faced with similar 

problems. 

As the data collection was made by conducting semi-structured interviews the possible 

presence of interviewer and interviewee biases must be addressed. Furthermore, the interviews 
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were conducted in Swedish, which may have resulted in some nuances getting lost in translation 

between the interviews and the paper. However, the selected language facilitated communication 

and the original quotes are provided as footnotes in the following. The preferred method was 

face-to-face interview as communication is facilitated in that context compared to phone 

interviews. The phone interviews were however necessary in order to gain a diversity of 

informants. 

One major risk when conducting interviews on a sensitive subject is that the respondent may 

want to beautify the truth. This risk could be considered especially relevant in the case of 

studying the phenomenon of CSR and SCCs, as the CSR initiatives have an important marketing 

value (Luo & Bhattacharya 2006) This risk was minimized by anonymizing the organizations in 

the paper and informing the informants about this in advance and during the interviews.  
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4. Results 
Since this study serves to shed light on how different elements of organizations interact, this 

section will be structured into ten subsections where the first subsection will briefly explain some 

general results. In the following nine subsections, each organization will be treated as a mini-case 

where the experiences of each organization will be reported in its context in order to support the 

readers understanding of each organization’s individual conditions. 

4.1 The respondents 
In Table 5 the respondents of the study are presented briefly. As seen in the table, the 

organizations have been divided into different size categories according to the definitions of the 

European commission (2014), where micro includes less than 10 employees and less than 2 

million Euros in turnover, small and medium sized companies have from 10 to 249 employees 

and from less than 10 million Euros to less than 50 million Euros in turnover. In order to further 

differentiate between the interviewed organizations, a further distinction has been made among 

the larger organizations. An organization is defined as very large if it has more than 5 billion 

Euros in turnover and more than 25000 employees. The companies that fall between medium and 

very large are defined as large. 

 

The general findings of the study are that all organizations in the study use some kind of 

selection criteria to determine which suppliers will be subjected to the code or monitored. 
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Selection criteria include strategically important suppliers, large suppliers, risk countries, risk 

products and suppliers that are closely linked to the informant’s own brand. All informants use 

self-assessment and audits at some point of the monitoring process, expect Epsilon which only 

uses self-assessments. Four informants have terminated contracts with suppliers due to violation 

of the code, but this is generally seen as a last resort. The first step in case of violation is typically 

(in six organizations) that the supplier has to create an action plan to make corrections. The 

purchasing organizations report that they conduct dialogues with the suppliers. This 

communication tends to focus on explaining the violation to the supplier and explain how to 

overcome it. The communication may be of an educational nature, but only two of the informants 

have conducted actual courses for suppliers. Two of the informants have modified their codes due 

to supplier considerations, Alpha did this as part of the code development and Zeta made a minor 

adjustment to the code since the supplier thought that the previous phrasing did not apply to their 

business. An overview of the SCC safeguards is presented in Appendix B. 

4.1.1 Compliance with the code 
Different levels of compliance with the SCC were noted in the interviews. One informant, 

Epsilon, stated that they did not have any problematic supplier. Four informants, Beta, Delta, 

Zeta and Theta reported that their problematic supplier had improved their standards and are in 

compliance with the code now. Eta and Iota’s suppliers are still working on improvements. Alpha 

reported on a problematic industry where they had not yet conducted audits on social 

responsibility, so supplier compliance was undetermined. Gamma did not report on a problematic 

supplier since the informant did not have full knowledge on the purchasing department’s 

interactions with the suppliers. Supplier compliance is illustrated in Table 6, where the different 

levels of compliance are color coded; green for compliance, red for non-compliance and black for 

undetermined. These colors will be used again in the analysis. 

Beta, Zeta and Theta had problems related to getting the suppliers to sign the code or to 

perform audits on the suppliers. Beta’s supplier did not want them to conduct an audit and Zeta’s 

and Theta’s suppliers did not want to sign the code. Alpha anticipates that lack of transparency of 

the industry will present problems to monitor the suppliers. Delta, Eta and Iota had problems 

regarding the standards of the SCC. Also Beta experienced these problems when they were 

allowed to make audits. 
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4.2 Alpha 
Alpha is not a single organization, but rather the coordinated commitment of multiple public 

sector organizations to a common supplier code of conduct. Since Alpha is in the public sector, 

they need to conduct purchases through public procurement, and contracts must be renewed 

regularly and all existing and prospective suppliers shall have equal opportunities. When 

cooperating, the organizations within Alpha save resources by being able to share results from 

audits. Furthermore, the cooperation makes the organizations more transparent and clearer 

towards the suppliers. Also, it increases the purchasing power compared to that of each individual 

member of Alpha. Total purchases amount to 120 billion SEK annually, and the total number of 

suppliers is estimated to be 50-100 000. 

Development of the code began in 2008 after a report had revealed poor working conditions in 

their suppliers’ production facilities. Seven areas of production have been identified as high risk, 

and Alpha focuses on some of the areas each year. Suppliers are selected for audits based on their 

answers in the self-assessment, or as a random sample. The informant stresses the importance of 

evaluating the suppliers’ compliance with the code, as opposed to only demanding compliance: 

“It is important to make demands, but it is even more important to follow up on them, because a 

code of conduct, that is not what makes the difference.”1 In case of non-compliance, Alpha may 

request corrective actions, fines, or may terminate the contract. One contract has been terminated 

for this reason. Alpha also provides training for its suppliers; several suppliers that are being 

evaluated this year have been invited to webinars on the code. Alpha is merely making 

investments in allocating time for the education of the suppliers. 

                                                
1 “Det är viktigt att man ställer krav, men ännu viktigare är att man följer upp dom, för att, som sagt, en 

uppförandekod liksom, det är inte det som gör skillnad.” 
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Several suppliers are mentioned throughout the interview. The one that was selected as a 

problematic supplier was not an individual supplier, but a problematic industry. The general 

problems in the sector are lack of transparency and environmental pollution at production 

facilities. International laws govern the industry, but not the environmental aspects of the 

production. In the international marketplace, Alpha is still a small customer. The reasons for the 

difficulties in influencing the supplier stated by Alpha are that the suppliers have no tradition of 

being transparent. The industry is characterized by complex production and different components 

may be produced in different locations. Since these suppliers are to be monitored this year, no 

information on the compliance of the suppliers is available.  

However, two more cases were mentioned that may improve the understanding of Alpha’s 

situation: One supplier was found to violate the code. After thorough dialogue the contract was 

terminated. Alpha was a large customer and the product was easy to replace. Another supplier 

was found to violate the code in its production facilities abroad. Other actors noted this as well. 

When Alpha contacted the supplier to inquire on the subject they received a swift response and 

conditions were improved. 

4.3 Beta 
Beta is a micro company that has had a SCC since the company was started up in 2007. They 

have about 20 suppliers, and 4-5 of these are big suppliers that they visit every year. The 

informant states that it is difficult to make demands on suppliers to whom they are not an 

important customer. “As soon as you become a few percent of the revenue you’re worth 

something, you can put it like that. If you are less than one percent, then you’re not interesting.”2 

Still Beta strives to have multiple suppliers for important products as a risk minimizing strategy, 

as one of the greatest risks to their business is that a competitor would purchase their supplier and 

cut them off. Beta also gains leverage from having a large customer in the public sector that 

makes demands on its suppliers. Beta can refer to this customer’s demands in negotiations with 

their suppliers, to explain why they cannot compromise with the code.  

                                                
2 “Så fort man börjar bli några procent av omsättningen, då är man värd något, så kan man nog säga. Är man liksom 

mindre än en procent, då är man ointressant.” 
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All non-European suppliers have to sign and approve Beta’s SCC. Suppliers are selected for 

audits based on a risk analysis of their country, industry and Beta’s purchasing volume. Suppliers 

are requested to respond to a questionnaire before or during the audit. When a supplier is found 

not to be in compliance with the code, a correction is required. In some cases, Beta has selected 

not to start working with potential suppliers because they did not trust the supplier. The informant 

states that “you don’t change suppliers unless you have to”3 so they are careful with getting 

involved with new suppliers. In some cases contracts have been terminated because of violation 

of the SCC. Beta also tries to ease the situation for their suppliers by not pressing prices too hard, 

and by attempting to get their customers to place their orders in time. However, this can 

sometimes be difficult due to the public procurement process that sometimes ends only weeks 

before they have to start supplying to their customer. This may result in suppliers being forced to 

violate the code standards by working overtime in order to manufacture the goods in time for the 

delivery. 

The problematic supplier was a good supplier with an understanding of Beta’s needs. Problems 

arose when Beta wanted to make their first audit at this supplier’s production facility. The 

supplier had not been audited before and was upset that Beta did not trust them and they worried 

that information on their practices would leak to their competitors. According to Beta, the reason 

that the supplier did not want to permit the audit was that it did not understand it and that the 

supplier was busy and did not feel it had time for it. Beta had to explain that this is part of their 

company’s procedures and based on demands from their customers so they do not have a choice 

themselves but to make these demands. Beta and the supplier have adapted to each other as the 

supplier produces branded goods according to the specifications from Beta. 

4.4 Gamma 
Gamma is a large company that has approximately 120 suppliers. Until now, the code of conduct 

has focused on the strategically important suppliers. These suppliers are important because they 

produce Gamma’s own design and they have tight cooperation with these suppliers. In some 

cases Gamma also plans the production of their own products at the supplier’s site. Gamma states 

that they are highly dependent on the strategic suppliers as it would take them a year and a half to 

establish high enough quality with a new supplier. For this reason they strive to have a second 

                                                
3 ”Man byter inte leverantör om man inte måste” 
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source to reduce the risk if a supplier is unable to deliver for some reason. To some of the 

strategic suppliers Gamma is a significant customer, and it can be difficult to get the suppliers to 

abide by the code when they are not in compliance. 

Suppliers have to perform a self-evaluation when they sign Gamma’s SCC. Last year Gamma 

performed 4 audits. If a supplier is found to violate the code, Gamma has a dialogue with the 

supplier, where the supplier can make suggestions and explain how it solves the problems itself. 

They want the suppliers to trust them to discuss their problems and state that it would be very 

difficult for them to terminate the contract with a strategic supplier. In some cases, Gamma has 

paid for protective gear for the supplier’s employees. The informant at Gamma was unable to 

give detailed responses regarding a specific problematic supplier since the informant was not 

working in the purchasing department and did not have thorough knowledge on suppliers that 

may be difficult to influence. 

Since Gamma was unable to provide detailed information of a problematic supplier, they did 

not meet the requirements for the sample of the study. However, the obtained results were 

interesting and for this purpose the results are included in the study and will be covered in the 

analysis where applicable. 

4.5 Delta 
Delta is a large company with operations in several different countries, mostly in northern 

Europe. Delta has about 20-30 000 suppliers, and about 3000 of these are strategic suppliers that 

make up about 90% of total purchases. When Delta started implementing their code, these were 

the primary target; a risk assessment based on the suppliers’ country, product and the strategic 

importance may lead to the supplier being requested to fill in a self-assessment. Since 2013 all 

suppliers from which Delta makes purchases of more than 1 MSEK annually shall conduct self-

assessments. On average 10 suppliers are audited on social responsibility every year. The reason 

for starting to work with an SCC was a report that revealed poor working conditions in a 

supplier’s production, but a general trend in society also lead into the decision. 

If a supplier is found to be in violation of the code the first move is to agree that there in fact is 

a breach of code and the next step is to implement an action plan. Delta helps the supplier find 

solutions to their problems in dialogue. One contract has been terminated; the reason for this was 
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that Delta was not permitted to make an audit of the supplier. Another supplier would not let 

Delta make an audit but when the audit was finally conducted after a year of delays there were no 

major violations of the code. Delta has also experienced problems with suppliers that will not 

sign their code or permit them to make audits. They state that American and German companies 

refuse to sign documents that they did not write themselves. In these cases Delta tries to find 

alternative ways for the supplier to prove its compliance, for example by showing previous third 

party audits that have been conducted. In general, Delta has a positive attitude towards 

cooperating with the other customers of their suppliers in order to share the results of audits. 

They are already participating in networks concerning some known problematic products since 

they are not big enough to make an impact on the suppliers on their own. 

The problematic supplier is a supplier in Asia that was in violation of several of the 

requirements of Delta’s SCC. The supplier was a long-term supplier with whom they had a high 

level of trust. It would be difficult for Delta to change the supplier, but not impossible. After a 

long process improvements have finally been made and the major violations have been corrected. 

Delta perceives that the reason this supplier was difficult to influence was that they were dealing 

through an agent in another northern European country. This agent had a long, personal 

relationship with the supplier and trusted the supplier’s assurances. The supplier made excuses to 

justify the violations and Delta had to understand the problems that were the reasons for the 

violations, and then help the supplier to find solutions to the problems. 

4.6 Epsilon 
Epsilon is a large company with operations only in Sweden. Epsilon has about 1500 Swedish 

suppliers, of which around 300-350 are big and important. They have lately decreased the 

number of their suppliers significantly, reasoning that it is impossible to have a close and good 

relationship with too many suppliers. Still, Epsilon does not wish to be too dependent on the 

smaller number of suppliers and prefers still having several agreements on cooperation in each 

purchasing category to be able to choose the best supplier. Epsilon is developing a SCC, but 

already demands that suppliers comply with their internal CoC and monitors the suppliers’ 

compliance through multiple reviews. 

Yearly 20-40 suppliers are chosen to be monitored on their social responsibility. These 

suppliers tend to be big companies supplying big volumes, as Epsilon considers that the smaller 
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suppliers have not come so far with sustainability questions. Sometimes also smaller companies 

are monitored, which has revealed that they still need help. The sustainability monitoring is 

conducted in cooperation with a third party in form of a self-assessment including the topics of 

environment, working conditions, health and safety. If a supplier gains unsatisfactory results from 

the self-assessment, a dialogue follows to determine the reasons and to explain what actions are 

expected, in order to help the supplier. If no improvement seems to happen then termination of 

contract is possible, but a dialogue and finding the ways to improvement are the first option. 

”Large companies that work a lot with these issues are more expensive. It’s as simple as that. And if you 

take a small company that has 5-6 people they don’t have any routines. If there is an inspection they don’t 

work on it. That’s why we avoid inspecting smaller companies, only if we have to do it, then we inspect 

them. We prefer to inspect the large companies to see differences.”4 

Epsilon considers that they have good possibilities of influencing also the big suppliers; 

cooperation is the key. When asked for a supplier that had been difficult to influence Epsilon 

replies: “No, none that we couldn’t influence, I don’t think that… If you are placing the orders 

you can influence a lot I think. If we notice that we can’t influence we will terminate the 

contract.”5 

Since Epsilon was found not to have a problematic supplier, they did not meet the 

requirements for the sample of the study. However, the obtained results were interesting and for 

this purpose the results are included in the study and will be covered in the analysis where 

applicable. 

4.7 Zeta 
Zeta is a large company in the service sector. The organization is decentralized and has in the 

past years implemented more centralized functions, such as the strategic purchasing department 

                                                
4 ”Stora bolag som jobbar väldigt mycket med dom här frågorna dom är dyrare. Så enkelt är det. Och tar du ett litet 

bolag som är 5-6 personer då finns inga rutiner. Blir det en granskning då har dom inte nåt arbete. Därför undviker vi 

att granska mindre bolag, bara om det är så att vi måste göra det, då granskar vi dom. Vi vill helst granska dom stora 

bolagen och se skillnader.” 

5 ”Nej, inte som vi inte kunde påverka, jag tror inte att… sitter man på beställningssidan då kan man påverka väldigt 

mycket tror jag. Märker vi att vi inte kan påverka då säger vi upp avtalet.” 
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that is responsible for monitoring supplier compliance with the code. Zeta has approximately 

1000 suppliers. They prefer to have few, close relationships to suppliers, rather than having many 

distant ones. This is especially true for the 10% of strategically important suppliers, which 

include suppliers of products that are difficult to find suppliers for, and suppliers that interact 

with Zeta’s customers. 

Zeta has had a supplier code of conduct since 2009. They did not perceive any external 

pressures to implement a code before that, but many customers now demand it. On the company 

website they inform existing and potential suppliers of the code requirements. The organization 

strives to be transparent towards existing and potential suppliers in regards to what is expected 

from suppliers of social responsibility and other issues. All suppliers must sign the SCC and 

allow Zeta do perform audits. Suppliers fill in a self-assessment the frequency of assessments 

depends on how important the supplier is to Zeta. Audits are conducted 2-3 times in a year, which 

is achievable due to the small size of the purchasing organization. If a supplier is in violation of 

the code Zeta will have a dialogue with the supplier to find out what has happened and why. Zeta 

needs to know if the violation is caused by their actions and if they can do anything to improve 

the supplier’s performance. The supplier develops an action plan, which is followed up and if the 

violation is repeated they will develop a plan for ending the relationship with the supplier. If a 

supplier is in violation of the law, the contract will be terminated immediately. Zeta has not yet 

terminated a contract with a supplier due to violations of the SCC or the law, nor assigned any 

significant sanctions. Anyhow, Zeta has chosen not to approve new suppliers because they have 

not accepted Zeta’s code. Zeta does not conduct any education for its suppliers concerning the 

code. The SCC is part of the supplier evaluation; Zeta also evaluates suppliers on other grounds 

such as quality and economy. 

Zeta’s problematic supplier is a very large Swedish company, with international operations. 

Zeta has weekly interactions with the supplier, as well as common R&D operations. The supplier 

has a strong market position. Zeta was already doing business with the supplier when the supplier 

refused to sign Zeta’s SCC. The supplier provided multiple services to Zeta, and changing 

supplier would have been possible, but it would have taken approximately 1½ year to implement 

the change. This was not an attractive option since the service that the supplier provided was well 

functioning. Zeta had a dialogue with the supplier to determine why they would not sign the 
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code, and found out that it was one sentence of the code that the supplier did not think applied to 

them since they were in a different industry than Zeta. The problem was resolved by allowing the 

supplier to add a line to the code that related to their industry’s standards. Then the supplier 

signed the code. The supplier is now in compliance with the code in their operations in Sweden, 

but has experienced problems in other countries. Zeta says that the foreign operation is not part of 

the service that they purchase from the supplier, and is therefore beyond their responsibility. 

According to Zeta, the reason the supplier is in compliance with the code is that the code does not 

contain anything out of the ordinary to Swedish companies, since many of the aspects are 

regulated in law. 

“I think that the code of conduct we have, it is nothing strange. I think it is in line… That’s why we 

developed it, because we thought it is in line with how business should be done. I think that in Sweden for 

example, Sweden or the Nordic or Europe are in the frontline when it comes to this type of questions, which 

makes this nothing out of the ordinary. It is part of the everyday operations and if you are not in line with it 

you are doing illegal actions.”6 

 

4.8 Eta 
Eta is a family owned large company. They cooperate with their sister companies through a 

common purchasing company that has a common SCC. Eta has mainly three types of suppliers: 

suppliers that produce a line of products under Eta’s own brand, suppliers that have their own line 

of products (production may be outsourced to a third party), and suppliers of unique products that 

are requested from their customers, and only sold to that specific customer. Altogether Eta has 

roughly 1500 suppliers, ranging from small local suppliers to large known brands. 

Geographically, many suppliers have production in Sweden, but there are also suppliers in the 

rest of Europe and across the world. Contact frequency varies depending on the purchasing 

volume and Eta sometimes cooperates with suppliers in developing new products. When a new 

                                                
6 ”Jag tror att den uppförandekoden vi har, den är inge konstig. Utan jag tror att den ligger i linje… Det är ju därför 

vi tog fram den, för att vi tyckte att den låg i linje med hur affärer ska göras. Jag tror att i Sverige till exempel, 

Sverige eller norden eller Europa ligger ändå ganska långt framme när det gäller den här typen av frågor, som gör att 

det här är inte speciellt konstigt. Det är en del av den vardagliga verksamheten och hamnar man utanför det här då 

gör man olagliga handlingar.” 
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product is being developed they may be looking for a new supplier, but if the product is similar to 

an existing one an existing supplier may be preferred; the reason for this is that it takes time to 

form a relationship with new suppliers: “It always takes a lot of time with new suppliers, to build 

a relationship and so on.”7 

Since Eta has customers in the public sector, they are sometimes committed to long-term 

contracts where they have undertaken to supply a specific product for the time of contract 

duration. This means that Eta is unable to terminate a contract with a supplier if they have a 

contract with a customer for that supplier’s products. 

Eta introduced their supplier code of conduct in 2008. Their primary reasons in developing the 

code were demands from customers. The code applies to roughly 200 suppliers that make up 90% 

of purchases or which manufacture Eta’s own branded goods, and suppliers of important goods. 

When the code was introduced self-assessments were sent to suppliers to determine the overall 

status of the supplier base. A brief follow-up is made in the annual evaluation of suppliers, but 

full self-assessments are only performed by those selected for audits. In the past years, Eta has 

performed 6-8 audits a year. The criteria for selection are risk countries related to the standards of 

the code. 

At least one supplier’s contract has been terminated due to violations since the supplier was 

believed to lack the ability to improve their performance. In other cases Eta participates in 

dialogue with the supplier to improve actions, and will attempt to shift orders if the supplier is not 

cooperating. When the code was introduced, Eta arranged training for suppliers that the suppliers 

had to pay a small fee to participate in. 

The supplier that Eta chose to focus on is a large supplier with headquarters in another 

European country. Eta has been working with the supplier for a long time, and their purchases are 

estimated to less than 1% of the supplier’s total sales. Changing the supplier would be possible 

but time consuming. Finding new suppliers for the products would take time, and Eta is 

committed to supplying its customers with products from this specific supplier, which limits their 

opportunity to shift orders to other suppliers in the short term. The primary reason for the 

difficulties in influencing this supplier is perceived by Eta to be “a slow organization”. Other 

                                                
7 ”Det tar alltid mer tid när det är nya leverantörer, att bygga upp relationer och så” 
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factors are internal changes in organizational structure and dependency on decisions made in 

other countries. The primary tool for influencing this supplier is continuous dialogue, along with 

shifting purchases to other suppliers when possible.  

4.9 Theta 
Theta is a very large company with factories and sales in many countries across the world. Their 

products are mostly cheap in price, but produced and sold in great volumes and are thus 

expensive to transport, so it is necessary for Theta to have production close to the markets. Theta 

has about 30-45 000 suppliers, where about 600-800 represent 90% of total purchases. The 

relationship to these suppliers is close, with much communication. In some cases, Theta also 

innovates products with some of these suppliers. Still, Theta strives to not only have one supplier 

for a product in order to minimize risk. Substitutes for products can always be found in the long-

term, but can sometimes be difficult to find in the short-term, for example spare parts for 

machines may only be available from a specific supplier. Theta has R&D operations together 

with a few of the biggest suppliers. 

The code of conduct has previously been used in the central purchasing office since 2005, but 

is introduced to the local purchasing offices during 2014. Signing the supplier code of conduct is 

a prerequisite for becoming a long-term supplier to Theta. When signing a contract with Theta, 

global suppliers must agree to comply with the standards of the code and to make sure that 

conditions are met in its supply chain. 

Approximately 400 strategically important suppliers should respond to an online survey on 

Sedex, which will result in a risk evaluation based on the industry and a comparison to other 

companies. Quality audits are carried out on all large suppliers before starting a long-term 

relationship; about 20% of the questions covered in the audits relate to CSR issues. The result of 

the two evaluations may lead to a third party audit on social responsibility. Last year about 60 

audits were performed. If a supplier is found to not be in compliance with the code they are 

requested to take corrective actions within a reasonable time. Theta strives to improve the 

suppliers’ standards rather than terminating a contract, but would terminate a contract if no 

improvements are made. To this date, violations of the code have been noted but none serious 

enough to terminate the contact. However, several potential suppliers have been rejected because 

they do not meet the requirements of the code.  
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Regarding their problematic supplier, Theta brings two different situations to light: 

”On one hand it can be those that don’t want to sign the code and that can be for reasons of principle. They 

don’t want to commit to following a code that they didn’t write themselves, they have their own codes. 

Perhaps they don’t want to let auditors in because they think they have manufacturing secrets. And this can 

be, yes it is actually quite typical for American companies who are controlled by lawyers and such. It 

doesn’t necessarily mean that they are bad on the contrary among the best because they have read the code 

and they know what is required in it. On the other hand there may be suppliers in countries where local laws 

are not as well implemented as in Sweden, and where they happily have signed the code but where it is not 

followed or that perhaps they have poor knowledge of what it really means. It is a little like two different 

scenarios there.”8 

In the case of the companies that do not want to sign the code, Theta keeps nagging the 

supplier until they sign the code, which they usually do in the end. In the other scenario the 

solution is to conduct audits and make threats of shifting purchasing volumes away from the 

supplier. Some of the suppliers that do not want to sign the code can be very large companies, 

where Theta is not a major customer. However, these suppliers comply with the code, also in 

their factories in risk countries, where they often have a higher standard than local suppliers. 

Theta states that the reason for this is that a company with operations in different countries still 

needs to have similar standards for all employees. 

4.10 Iota 
Iota is a very large government owned company with operations in several countries. Since Iota 

is owned by the Swedish government, they have to conduct public procurement in their 

purchasing activities. Iota’s Nordic operations have about 7500 suppliers. Suppliers that wish to 

make a bid in the public procurement process are required to join a database by responding to 

                                                
8 ”Dels kan det vara såna som inte vill skriva på koden och det kan ju vara av rent principiella skäl. Dom vill inte åta 

sig att följa en kod som dom inte skrivit själva, dom har egna koder. Dom vill kanske inte ens släppa in auditörer 

därför att man tycker att man har tillverkningshemligheter. Och det här kan ju vara, ja det är faktiskt ganska mycket 

typiskt amerikanska företag som styrs mycket av advokater och liknande. Det behöver ju inte innebära att dom är 

dåliga utan kanske tvärt om bland dom bästa för dom har läst koden och vet vad som krävs i den. Å andra sidan så 

finns det då kanske leverantörer i länder där lokal lagstiftning inte är så väl implementerad som i Sverige, och där 

dom då gladeligen har skrivit på koden men där den inte följs eller att dom har kanske låg kännedom egentligen av 

vad det innebär. För det är lite grann två olika scenarier där.” 
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questions regarding the code. The suppliers are charged a fee for joining the database and must be 

in the database before a contract can be signed. Depending on the suppliers company size they 

can join at different levels of the database. They respond to questions regarding Iota’s SCC and if 

they have internal CoCs. Before a contract is signed, the supplier has to prove that they accept the 

code and they have to approve that Iota has the right to conduct audits. Iota always performs 

social responsibility audits of suppliers in countries that qualify as high risk before signing a 

contract; in 2013 5-10 audits were conducted. If a supplier is found to not live up to the 

requirements of Iota’s SCC, they are given time to make corrections. However, if it this is noted 

during an ongoing procurement process, Iota will not wait for the supplier to make corrections, 

but rather advise them on how to improve their standards until next time that product is up for 

public procurement again. 

If a supplier violates the terms of the code the contract may be terminated, but a dialogue and 

improvements are preferred. For example, the supplier may have to fire people that are 

responsible for the violations of the code. To this date no supplier has been subject to sanctions 

during the course of a contract, however, potential suppliers have been rejected for not being in 

compliance with the code. The suppliers that are not in compliance with the code get feedback 

and help to know what improvements to make.  

Iota’s problematic supplier is a potential supplier in Asia that participated in a public 

procurement where they did not meet the demands of the code. For the past year and a half, Iota 

has advised them on how to overcome the problems discovered in the audit, but with poor results. 

Iota wants the supplier to improve their standards since they would be competitive. If the supplier 

won the contract Iota would be a major customer. Iota perceives cultural differences as the major 

reason why the supplier is not in compliance with the code. The supplier is eager to enter the 

European market but their lack of international experience result in a poor understanding of the 

demands that Iota makes; as the informant puts in: “I think that they just don’t really understand 

the importance of what we are saying, or the demands that we make”9 The supplier repeatedly 

states that they will deal with the problems, but is unable to show improvements upon re-audits. 

  

                                                
9 “Jag tror helt enkelt inte riktigt att dom förstår vikten av det vi säger, eller det vi ställer som krav” 
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5. Analysis and discussion 
The following analysis will first provide a brief comment on the observed general practices in 

relation to the previous literature. Then each organization will be evaluated on the basis of their 

use of compliance and cooperation models, and this result will be related to the compliance of the 

suppliers. The evaluation of the use of safeguarding models will be concluded by a short note on 

observed alternative ways of ensuring supplier compliance with the SCC. In the next section, the 

bargaining power of the organizations will be evaluated. Next, this will be related to the use of 

compliance and cooperation models, and compliance determined in the previous section. This 

will be followed by an analysis of purchasing strategy in relation to the use of the safeguarding 

methods and supplier compliance with the SCC. 

5.1 The use of SCCs in the organizations 
One finding of this study that has not been thoroughly addressed in previous research is that 

only some suppliers are subjected to the SCC and the safeguarding mechanisms. Some of the 

informants use selection criteria to determine which suppliers are subject to the code. Others state 

that all suppliers must sign the code, but use selection criteria to determine which suppliers have 

to conduct self-assessments or should be audited. As mentioned in the results section, the 

identified selection criteria are strategically important suppliers, large suppliers, risk countries, 

risk products and suppliers that are closely linked to the informant’s own brand. 

5.1.1 The compliance model and the cooperation model 
This section will evaluate the informants’ reliance on the two models. This analysis is based on 

the grading criteria determined in Tables 3 and 4 in section 2.4 and the result is summarized in an 

illustration based on Figure 2. The results are presented in Figure 5. 

Alpha scores 3 on the compliance model since they perform audits on suppliers and have 

terminated one contract with a non-compliant supplier after attempting communicating. Since 

Alpha conducts education webinars for their suppliers, they receive a grade of 3 on the 

cooperation model. 

Beta performs audits on suppliers and has terminated a contract because of the code and is for 

this reason graded 3 on the compliance model. On the cooperation model they achieve a grade of 
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2 for communicating with the suppliers and not pressing prices in ways that may force the 

suppliers to actions that are not in compliance with the code. 

Gamma performs audits but has not used any sanctions on their suppliers so they receive a 

grade of 2 on the compliance model. Despite minor investments in protective gear, Gamma is 

awarded a grade of 2 on the cooperation model. 

Delta uses self-assessments and audits of suppliers and has terminated one contract with a 

supplier because the supplier refused to let them perform an audit. Because of this, Delta receives 

a grade of 3 on the compliance model. Delta has a high level of communication and assists 

suppliers in finding alternative ways to deal with the problems that cause the violation of the 

code. Delta receives a grade of 2 on the cooperation model.  

Epsilon uses self-assessments but was the only informant not to use audits. For this reason 

they receive a grade of 1 on the compliance model, despite the use of self-assessments. On the 

cooperation model, Epsilon receives a grade of 2 for conducting dialogues with the suppliers. 

Zeta uses self-assessments and audits of suppliers, but has not enforced any sanctions yet. Zeta 

receives a grade of 2 on the compliance model. When a supplier is in violation of the code they 

have a dialogue with the supplier and strive to find out the reason for non-compliance. They do 

not finance training of suppliers or make other investments, but are flexible to adjust their own 

actions to get a better performance from the supplier. For this reason they receive a grade of 3 on 

the cooperation model. 

Eta has terminated contracts with non-compliant suppliers and has shifted some orders away 

from a non-compliant supplier. On the compliance model they achieve a grade of 3. They 

maintain a communication with suppliers that strives to make improvements, and offered training 

for suppliers, of which the suppliers had to pay a small amount to participate in. On the 

cooperation model they receive a grade of 2. 

Theta surveys their suppliers and performed 60 audits last year. However, they have not yet 

enforced any sanctions, so despite frequent use of monitoring, they only receive a grade of 2 on 

the compliance model. Theta gives suppliers time to take corrective actions, but it is the 

suppliers’ responsibility to improve their standards. Communication takes place, and if excessive 
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overtime is caused by Theta they may change their actions; however, this is not a strategy that 

Theta puts a lot of emphasis on. No training is offered to suppliers. This amounts to a grade of 2 

on the cooperation model. In summary, they receive a score of 0 on the SCC-model. 

Iota performs self-assessments and audits and has rejected suppliers that do not comply with 

the code, but has not enforced any sanctions. For this reason they receive a grade of 2 on the 

compliance model. On the cooperation model they achieve a score of 2 due to communication but 

no investments. This results in a total grade of 0 on the SCC-model. 

 

 

All of the informants received moderate scores on the two models, so it is difficult to identify 

any clear trend in the results. The purpose of this analysis is to determine how the buying 

organizations approach to SCC safeguards influences supplier compliance with SCC. As stated in 

the theory section, previous research on organizations with high bargaining power found that the 

cooperation model resulted in more socially responsible performance of the suppliers. For this 

reason, it would have been expected that the organizations that had high grades on the 

cooperation model would have had more compliant suppliers. However, the results of this study 

only provide limited support for previous research. It is true that both Eta and Iota, who had been 

unable to influence their suppliers to improve their standards, had low grades on the cooperation 

model. But also Beta, Delta and Theta achieved the same grade, and still managed to get their 

suppliers to comply with the code. 
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One interesting finding is that the results show no indication that the realistic threat of 

sanctions should improve supplier compliance. This study stated that a threat is realistic if it has 

been realized at some point. This was the defining criterion between level 2 and 3 of the 

compliance model, but as can be seen in Figure 5, the two levels result in the same number of 

compliant, non-compliant and undetermined suppliers. It could also be argued that since it is 

expensive to conduct audits, the compliance model would have been preferred by the larger 

organizations that have more resources at hand, but this was not the case. Despite the costly 

nature of audits, the smallest company, Beta, scores higher on the compliance model than two of 

the three largest companies: Theta and Iota. 

An alternative way of analyzing the results is to view the total grade of the two models, 

assuming that more safeguards of any kind would result in higher levels of compliance. By 

simply adding the grades on the cooperation model and compliance model Alpha receives the 

highest total grade, but supplier compliance is undetermined. Beta, Delta, Zeta and Eta receive 

the second highest total grade; three of these organizations have managed to get their supplier to 

comply with the code and one has not. Gamma, Theta and Iota are next, and one of them falls in 

each category of compliance. Epsilon receives the lowest total grade and its supplier’s 

compliance is undetermined. This comparison indicates that using more SCC safeguards of any 

model may lead to higher levels of supplier compliance. 

5.1.2 Alternative safeguarding mechanisms 
Some alternative safeguarding mechanisms were observed. Cooperation with other customers of 

the suppliers is the most frequently observed alternative safeguarding mechanisms. In some cases 

it is used to gain leverage (Alpha and Eta) and in some cases to save resources (Alpha and Delta). 

Beta’s largest customer is a very large organization with a supplier code of conduct; Beta benefits 

from this customer’s reputation and gains bargaining power towards their suppliers. 

5.2 Bargaining power and code compliance 
This section will evaluate the bargaining power in the relationship between the informant and its 

problematic supplier. The results of the analysis are presented in Figures 6a and 6b. 

Alpha did not report on a specific supplier, but since they have to conduct public procurements 

they are deemed to have low switching costs. Alpha is a small customer of the problematic 
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industry and they are very dependent on the products, and in some cases the product is highly 

specialized and no adequate substitutes are available. Despite the low switching costs, Alpha is 

deemed to have low bargaining power in this situation. 

Beta states that they have an influence despite being a small actor since they do have full 

percentages of some suppliers’ total sales. For this reason, Beta is deemed to have medium 

bargaining power. 

Gamma did not report on a specific supplier, but monitoring has been directed at strategically 

important suppliers that they describe in general terms. It is apparent that Gamma has a certain 

level of influence over the suppliers, but also that they have high switching costs. Based on this, 

Gamma is concluded to have fairly low bargaining power over their suppliers. 

Delta believes that they are an important customer to the problematic supplier; Delta also 

states that they can switch the problematic supplier but that it would be difficult for them. For this 

reason they are deemed to have medium bargaining power in relationship to the supplier. 

Epsilon did not mention a problematic supplier, but generally perceive that they have high 

influence over their suppliers, stating that they will not do business with a supplier that they 

cannot influence. Since Epsilon did not perceive to have a problematic supplier, they will not be 

graded on bargaining power towards a problematic supplier. 

Zeta’s problematic supplier is a very large company and changing supplier for the services 

would be costly and time consuming. For these reasons Zeta is deemed to have very low 

bargaining power in relation to the supplier.  

Eta has a small proportion of their problematic supplier’s business and is committed to them 

through contracts with their own customers. In a long-term perspective it would be possible to 

replace the supplier with another one, but this would be time consuming. For this reason Eta is 

estimated to have fairly low bargaining power. 

Theta is a very large company, but has even larger suppliers. Despite large purchasing 

volumes they are not a large customer of these problematic suppliers. Due to the large purchasing 

volumes, changing suppliers would be challenging and time consuming, if even possible. For this 

reason, Theta has low bargaining power over their suppliers. 
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Iota states that they would become one of the largest customers of their problematic supplier if 

they won the contract. Iota also has low switching cost since they have to conduct public 

procurement, and since they are not currently a customer of the supplier they do have available 

substitutes. For these reasons, Iota is estimated to have high bargaining power over their supplier. 

5.2.1 Bargaining power and SCC safeguards 
The purpose of this section is to determine how low bargaining power influence supplier 

compliance with SCCs. Figures 6a and 6b illustrate how bargaining power relates to the 

compliance and cooperation models of the informant and supplier compliance with the SCC. It is 

important to remember that the SCC-model refers to the general safeguarding mechanisms of the 

organization, while bargaining power relates to the problematic supplier. 

 

It is clear from the figures that despite the great bargaining power of Iota, their supplier is not 

complying with their SCC. This suggests that bargaining power alone does not suffice to induce 

supplier compliance with an SCC. In Figure 6a bargaining power is combined with the 

compliance model. The two organizations that combine a high level of the compliance model 

with a high bargaining power have managed to get the problematic supplier to comply with their 

SCCs. The same cannot be stated when bargaining power is combined with the cooperation 

model, as seen in Figure 6b. None of the organizations with high bargaining power combined this 

with a high level of the cooperation model, so no results on supplier compliance can be observed 

under these circumstances. This implies that organizations that have high bargaining power over 
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most of their suppliers might be successful with a higher level of the compliance model, however 

it is not possible to say if a higher level of cooperation model would have the same effect. 

Finally, since the aim was to investigate organizations with low bargaining power, the 

organizations with highest bargaining power, Iota, Beta and Delta are excluded and the use of the 

compliance and cooperation models is examined again. When these organizations are removed, 

slightly stronger support for the cooperation model is noted, since two organizations with low 

cooperation model and compliant suppliers were removed from the mix.  

 

5.4 Purchasing strategy 
The purpose of this section is to determine how purchasing strategy influences supplier 

compliance with SCCs. 

Since Alpha is part of the public sector, all purchases exceeding a certain value must be done 

through public purchasing. This practice is focused on efficiency. All potential suppliers must 

have access to the same information so close relationships are avoided. Alpha is deemed to have 

a distant relationship to their suppliers, including the problematic suppliers. 

Beta has close relationships to their suppliers, but also has multiple suppliers so they are 

deemed to have fairly high bargaining power. Gamma has long-term relationships to their 

strategic suppliers and high levels of communication, for this reason they are deemed to have a 
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close purchasing strategy. Delta has a long-term, trusting relationship to their problematic 

supplier, so their purchasing strategy is deemed to be close. 

Epsilon has recently made reductions of their supplier base in order to maintain closer 

relationships to their suppliers. Still, they strive to maintain multiple sourcing, so the purchasing 

strategy is deemed to be only fairly close. Zeta prefers to have few close relationships rather than 

many distant ones. This strategy is employed towards the problematic supplier, so the 

relationship is deemed to be close. Eta has a long-term relationship to the problematic supplier 

and purchases large volumes from that supplier. All in all, Eta has a fairly close purchasing 

strategy towards the problematic supplier.  

Theta has a close relationship to their problematic suppliers, with frequent communication. 

Iota conducts public procurements, so like Alpha they have to maintain a distance from their 

suppliers. 

 

In the theory section, the close purchasing strategy was deemed to have several aspects in 

common with the cooperation approach. For this reason it is reasonable to assume that the 

cooperation model would work well with a close purchasing strategy. However, no clear 

connection between purchasing strategy and either the cooperation or compliance model can be 

identified. If anything, the most significant result is that so many of the informants have close 

purchasing strategies towards their problematic suppliers. This could be because they choose to 

monitor the strategically important suppliers with whom they already have a close relationship. 

Both the decision to have close relationships to them and the decision to monitor them could be 

based on the ambition to minimize risk. This finding indicates that most companies have the 
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appropriate pre-conditions to employ a cooperation model for their strategic suppliers, since it 

would be in line with a close purchasing strategy. However, this result could also reflect that 

organizations develop a close relationship with suppliers that are difficult to influence. 

6. Discussion 
One interesting observation from the interviews is that suppliers are upset to be subjected to 

audits, even when the supplier is in compliance with the code. Two informants made this 

observation in relation to American and German suppliers who also refused to sign the SCCs. 

Both the informants that made this observation stated that these suppliers had a strong culture of 

not signing documents that they did not write themselves. This was related to a strong rule of 

lawyers within the organizations. Another informant had experienced this problem with a Thai 

supplier. In the case of American and German suppliers they complied with the code when they 

finally accepted the terms but the Thai supplier was in violation of the code. This may indicate a 

demand for more supplier driven initiatives, as means for suppliers to show compliance with 

certain standards. ISO 26 000 and SA8000 may be used for this purpose, so one option for buying 

organizations may be to accept compliance with these standards as an equivalent of their code.  

One observed phenomenon is that a majority of the informants applied their SCC on a 

selection of suppliers. This selection was frequently based on strategically important suppliers 

that represented 80-90% of total sales, while only making up a small number of the total 

suppliers. The suppliers that were subjected to the SCCs were therefore often strategically 

important suppliers. This means that in general, the informants had selected to apply their SCC to 

suppliers that may be more likely to hold high bargaining power over them.  

Apart from bargaining power, several reasons for non-compliance were given. The supplier’s 

internal practices include company culture, complex production, a slow organization and 

organizational changes. Another reason was institutional pressures or culture; suppliers that were 

located in similar institutional or cultural environment who were in compliance with the code, 

were believed to be so because they faced the same pressures and had similar laws. Suppliers far 

away who did not comply with the code were believed not to be in compliance because of 

different cultures and lack of experience in doing business with European customers. 
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Since this study focused on difficult suppliers it is possible that the findings do not hold true 

for a majority of suppliers that would not be deemed to be problematic. Perhaps these difficult 

suppliers are too difficult to influence by using the normal safeguards. 

7. Conclusions 
The aim of the study was to investigate how organizations may ensure SCC compliance of 

suppliers that have greater bargaining power, and how the previously identified safeguards of 

SCC compliance appear and are applicable in the context of a bargaining power structure that 

disadvantages the buying organization. The study shows that all investigated companies use 

elements of both the compliance model and the cooperation model to get suppliers to comply 

with their supplier code of conduct. The study noted one safeguard that has not been discussed in 

previous literature, namely educating potential suppliers. 

The analysis does not contradict with the previous research on SCCs that states that higher 

levels of the cooperation model will result in higher levels of socially responsible behavior in 

suppliers. However, only weak support for the previous theory has been noted in this study. The 

results of this study do not support the claims of previous research, which state that sanctions 

must be a realistic threat. The distinction between a realistic and an empty threat was based on 

the previous use of sanctions, but no differences in suppliers’ compliance was noted between the 

group of informants that had used sanctions on some supplier and the group that had not used 

sanctions. This could indicate that the realistic threat of sanctions does not influence the 

suppliers’ compliance with the code, but it could also be that sanctions are perceived as a realistic 

threat even if they have not been realized before. One aspect of the SCC models that did seem to 

have an influence on supplier compliance was the total number of SCC safeguards, meaning that 

more safeguards of both models did seem to result in higher levels of supplier compliance with 

the code. 

Previous research on SCCs has mainly focused on large, brand owning companies that 

outsource production. These organizations were assumed to have power to influence their 

suppliers to comply with their SCCs. The analysis in this paper finds that bargaining power alone 

does not induce supplier compliance with the code. Further it is concluded that high bargaining 

power in combination with high levels of the compliance model has resulted in supplier 
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compliance for the organizations in this study. None of the observed organizations combined 

high bargaining power with high levels of the cooperation model.  

The cooperation model was anticipated to be well suited for a close purchasing strategy, but 

this could not be observed in the results.  

Other factor that the informants thought significantly influenced compliance was culture; both 

the culture of the suppliers’ country and the culture of the suppliers industry. 

Due to the qualitative nature of the study no general conclusions can be drawn. Further research 

could use a quantitative approach based on these findings to determine if the indicated results 

would still hold. When asked why the suppliers did or did not comply with the code, a wide range 

of possible answers were provided, only few of them related to bargaining power. Further 

research should investigate how these possible explanations may influence SCC compliance in 

order to determine if any new safeguarding mechanisms may be identified. 
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9. Appendices 

Appendix A: Interview guide 
 
Introduction: 
Q1: Tell us about yourself. 

Time with the company; position; experience; education 

Q2: Tell us about the company. 

Size; turnover; number of employees; important values/CSR; current issues. 

 

Purchasing strategy: 
Q3: Tell us how purchasing works in your company. What the purchasing organization does? 

Structure of the purchasing organization; supplier base; 

single purchases or long-term contracts; contract duration 

Q4: Tell us about your relationships to your suppliers. (Generally) 

Close or distant (communication; personal contact; collaboration in R&D); different relationships 

to different suppliers; conscious or subconscious strategy; what are the reasons for differences? 

(purchasing volume, timeframe etc.) 

 
Supplier Code of Conduct (general): 
Q5: Could you tell us about the background of your supplier code of conduct? 

When; why (motivation, influences, pressures); how (in-house, consultant, online tool); 

who/what was the driving force; main risk to organization; participation in third partie 

organizations/cooperation with other buying organizations 

Q6: How do you follow up on compliance with the code? 

how (self-reporting, audits, other); who (supplier, buyer or third party); frequency; % of suppliers 

Q7: What happens in case of violation of the code? 

Sanctions; time for corrective actions (self-correction); aid to corrections (training, 

communication); how discovered (audits, self-reported) 

Q8: What do you do to improve conditions at the suppliers? 

Education; idiosyncratic investments; communication; cooperation… 
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Specific Supplier: 
Now we are going to focus on a specific supplier. You were asked beforehand to think of a 

supplier that is difficult for you to influence and that is subject to your code of conduct. We 

would like you to keep this supplier in mind when responding to the following questions. 

 

Q9: How would you describe your interactions with this supplier? 

Transactional/relational; short-term/long-term; close relationship/arms-length… 

Q10a: Why do you think this supplier is difficult to influence? 

Lack of alternatives (few alternative; small proportion of the supplier’s total sales volume; 

differentiated product; monopoly, few substitutes; unable to integrate backwards); lack of 

knowledge of the supplier’s production (industry; costs); high switching cost 

Q10b: How do you try to overcome these difficulties? (Generally) 

Close relationship; trust; commitment; idiosyncratic investments… 

Q11: Is this supplier in compliance with your supplier code of conduct? 

To your knowledge, has the supplier violated the code? 

Q11a: No: How did you find out and what actions were taken? 

Sanctions; training; investments...; result?; what could have been done different? 

Q11b: Yes: Why is the supplier complying with the code if it is difficult to influence?  

Close relationship to the supplier; the supplier is already working on these issues, why?; other? 

Would this work with any supplier that didn’t comply with the code? Elaborate on other similar 

cases if there is time. What if the supplier now violated the code? (already 

prepared/hypothetically speaking?)  

 
Finally 
Q 12: Is there anything you would like to add pertaining to the issues we have discussed 

before? 

Will any of the information given at the start reveal the identity of the company to an outsider? 

Will any other information provided in the interview (supplier) reveal the identity?; necessary to 

remain the anonymity of the company 
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Appendix B: Table of SCC safeguards 

 


