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Supply Chain Management, One of the most important tasks of supply chain management is to ensure that members
Supply Chain Coordination, cooperate properly. It is necessary to integrate value-adding processes, as this is the only way
Contracts to maintain a high level of customer service. This is the way to create the value that the final

customer will pay for and have his needs fully met. However, the question arises: do all
companies really want to cooperate with each other at a high level? Alternatively, the
question can be looked at from another angle: do all the links in the chain need to cooperate
at a high level? The aim of this study is to examine to what extent corporate attitudes
influence the form and extent of cooperation. To this end, the paper examines the use of
contracting, one of the most popular instruments in the supply chain management literature.
Using a case study, the result of the study is a composition matrix that shows the relationship
between the preferred form of collaboration of companies and the contracts that best support
this. To do this, it is first necessary to identify the possible forms of cooperation and their
characteristics, after which the contracts and their conditions and characteristics of
application must be understood. By putting the two pieces of information together, a matrix

Correspondence: can be created, which can be used to recommend the most appropriate contract for the

tamas.faludi@uni-miskolc.hu relationship that best matches the company's attitudes to improve cooperation and
coordination between the members.

Received 21 May 2024; Received in revised form 28 July 2024; Accepted 16 August 2024

How to cite this article:

Faludi, T. (2024). Supporting cooperation between supply chain members through a combination of soft and hard
coordination  tools. European Journal of Studies in Management and Business, 31, 1-17.
https://doi.org/10.32038/mbrg.2024.31.01



https://doi.org/10.32038/mbrq.2024.31.01
https://eurokd.com/journal/jd/16
https://eurokd.com/journal/jd/16
https://eurokd.com/
https://doi.org/10.32038/mbrq.2024.31.01
https://doi.org/10.32038/mbrq.2024.31.01
https://doi.org/10.32038/mbrq.2024.31.01
https://doi.org/10.32038/mbrq.2024.31.01
https://orcid.org/0000-0001-6102-8152

European Journal of Studies in Management and Business, Vol 31 2

The Need for Supply Chain Coordination
Supply chains have evolved a lot in recent times. Since the 1990s, the number of supply chain

members has been steadily increasing. This results from the decline of mass production, which
has been replaced by demand-driven production (Sindi & Roe, 2017). This requires a better
understanding of customer needs, which have become increasingly fast and dynamic with the
emergence of a consumer society. This was partly due to globalisation, i.e. companies entered the
international arena, boosted international trade and made products available that were not
available before globalisation, and still are today. Another reason is that more and more
companies have outsourced certain processes. This has led to the development of a whole service
industry, with the emergence of various financial, financing and logistics service companies
(Langley et al., 2016). These organisations are all embedded in supply chains. From the turn of
the millennium onwards, supply chains became more and more numerous, and supply chains
became more and more diversified. Foreign suppliers, customers, and subsidiaries built according
to economic criteria could be located on other continents. And as IT evolves, companies have a
growing set of tools at their disposal to ensure virtual connectivity (Frazzon et al., 2019; Khan et
al., 2022; Samper et al., 2022).

It can be seen that coordinating the processes of the members in supply chains with such a
large number of members has become a difficult task. The literature no longer even defines these
supply chains as chains; many researchers refer to supply chains as supply networks. The efficient
and effective functioning of such a network is very difficult to ensure and maintain. There are
many factors that hinder proper collaboration, ranging from different organisational structures and
cultures to different organisational goals, to differences in lead times, delivery times, ordering and
production schedules, and ordering and production quantities (Arshinder et al., 2005; Corallo et
al.,, 2020; Yin, 2021). These processes, in turn, contribute greatly to achieving customer
satisfaction and raising service levels.

For these reasons, the issue of supply chain coordination, i.e. the harmonisation of the
processes of supply chain actors, has been raised. Supply chain coordination aims to support the
cooperation of its members. This should cover all processes that directly or indirectly create value
for the customer. In order to align processes, supply chain coordination offers tools to reduce
information asymmetries and conflicts of interest between members and can also help to align
objectives (De Giovanni, 2021; Huang et al., 2020; Um & Kim, 2019; Xue et al., 2022). Without
coordination, uncertainty within the chain will increase, which will provide the basis for poor
decisions. For example, if this uncertainty relates to demand, which means that there is
insufficient quantity and quality of information available to decision makers, then, due to the
rational behaviour of chain members, they will try to compensate for demand uncertainty by
accumulating stocks. This is due to the focus on the next chain, and only based on the needs of the
immediate chain members will the organisation make decisions. It will, therefore, hold enough
stock to ensure that it can meet demand. This uncertainty can spill over into the entire chain or
network (Ponte et al., 2020; Wang & Disney, 2016). This may increase costs, reduce capacity
utilisation and, therefore, reduce the efficiency and effectiveness of the operation, which may
affect the whole network.



3 Tamds Faludi

It can, therefore, be seen that supply chain coordination is an area with complex tasks. Early
research has identified coordination as the sharing of resources (Narus & Anderson, 1996). Over
time, coordination has been approached from a different perspective, focusing on coordinated
planning, development and information sharing (Larsen, 2000). The 2000s brought a further
broadening of perspectives on the subject — now shared decision-making mechanisms and the
sharing of profits are also included in the coordination issue (Hill & Omar, 2006). The market
environment changes of the 2010s, with dynamically changing customer demands and changing
consumer behaviour, have brought new challenges for coordination. The primary objective has
become to manage and resolve conflicts of interest between firms, which facilitates effective
collaboration between firms, supporting organisations and their supply chains to respond
effectively and quickly to rapidly changing market environments and customer needs
(Balakrishnan & Geunes, 2009; Holweg & Pil, 2008). This has become one of the major
challenges of supply chain coordination: how to align the processes of non-cooperative actors,
encourage cooperation, and reduce conflicts of interest to better meet the ever-changing market
needs (Singh, 2011). Without coordination, the members would be lost in the chain, and the right
information would not get through, which also affects the flow of material. For example, logistical
principles may be compromised, i.e., the customer will be dissatisfied if the wrong material is
received, or not in the right quantity or quality. If the needs are not known precisely by the
members, it is easy for organisations to build up stocks or to have insufficient material to meet
customer needs. In both cases, there can be a serious increase in costs and more serious
consequences, such as loss of partners, which can lead to a reduction in profits. The key objective
of supply chain coordination is to avoid these consequences, supported by advances in
technology, as more and more tools are available to collaborate and coordinate processes
effectively (Khan et al., 2022; Mastos et al., 2021; Witkowski, 2017).

Overall, supply chain coordination is a concept with the ultimate goal of improving the
performance of the entire supply chain. To achieve this, it requires effective coordination of
cooperation between members, integration of processes to achieve common goals and alignment
of planning processes to achieve these goals.

The literature gives different interpretations of the tools that can be used in supply chain
coordination. This paper follows the concept that there are soft and hard factors at the disposal of
coordination mechanisms. Soft factors are interpreted from a behavioural perspective, i.e., factors
that include the organization's characteristics, its attitude towards cooperation, the existence and
extent of trust and related factors. So soft factors are, in fact, those factors that show the extent to
which the company wants to cooperate. Hard factors are the financial framework of cooperation
and the conditions that will provide the framework for the partnership (Hertz & Alfredsson, 2003;
Singh & Benyoucef, 2013).

The article assumes that coordination between the two groups is necessary to achieve the right
level of coordination. In the next chapter, the paper will look at the forms of cooperation between
firms within the soft factors and then examine the possibility of coordination through contracts
within the hard factors.
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Forms of Cooperation Between Companies
Supply chains are characterised by the need for their members to work together to meet the final

consumer needs. However, competition dictates the opposite since a company can only gain a
competitive advantage if it is better at something or has some extra information that can give it an
edge over the others. For this reason, the concept has evolved, and the members of the chain are
forced to work together even in such a competitive situation. This is called coopetition (Bengtsson
& Kock, 2014; Manzhynksi & Biedenbach, 2023). In the 21st century, it is not members but
supply chains that compete with each other, and cooperation within chains has become more
important.

For the supply chain to function effectively, it is essential to establish some degree of
partnership between its members. The extent of the relationship is a function of the trust between
the members (Capaldo & Giannoccaro, 2015; Fu et al., 2022; Paluri & Mishal, 2020). These can
be used to typify the forms of the partnerships between the members. If this trust is low, or if the
type of transaction does not require a deeper relationship, even of a strategic nature, we can speak
of a casual market relationship. This relationship may occur with a member buying or selling a
product with whom the partner has only occasional contact, is not typical for a high-value
commodity or is not typical for a partner supplying a commodity of strategic importance. We
speak of a cooperative relationship when there is already minimal information sharing, a short-
term relationship. It should be used with a partner supplying materials who is a recurring partner,
not a high-value commodity and not a strategically important material. Strategic alliances are
collaborations that require a higher level of integration, where a common goal is shared between
the collaborating parties with the resources needed to achieve that goal. This relationship should
be with a partner who supplies materials that are absolutely necessary for the operation, even if a
daily supply of the material is required so that it does not deal with a very important and relatively
high-value commaodity. This relationship should be with a partner who supplies materials that are
absolutely necessary for the operation; even a daily supply of the material is required so that you
are not dealing with a very important and relatively high-value commodity. Thus, trust and
information sharing, and risk-taking are at a high level between the parties opting for such
cooperation. Higher levels of cooperation are joint ventures and mergers, which are another form
of cooperation, as a new entity with legal personality is created, or in the latter case, one company
merges with another (Besanko et al., 2004; Kraljic, 1983).

Figure 1 shows a summary of the forms of cooperation, with a description of their degree of
integration. The latter two cases are very extreme for the purposes of this research and will not be
examined further in this paper.

It is clear that trust is one of the foundations on which the degree of partnership between the
parties involved is based. Since the emergence of strategic alliances in the 1990s, there has been
an increasing trend in research on the concept of trust (Michalski et al., 2019; Sahay, 2003; Tejpal
et al., 2013; Uca et al., 2017). This trust will also influence the quality of information flows,
believing that higher trust means a higher willingness to share information.
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Figure 1
Forms of Cooperation Based on the Need for Integration (own construction)

LENGHT OF RELATIONSHIP

short-term long-term
CASUAL COOPERATIVE STRATEGIC JOINT
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low high ]
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As chains are nowadays networked, it is very important that the choice of partner and the form
of cooperation is not unconceived. This is, of course, influenced by basic partner selection factors,
such as price, payment terms, delivery conditions, and now the trust factor. However, it is also
necessary to consider the type of material the supplier supplies or the type of material we supply
to our customers, as these can determine the type and depth of the relationship required, thus
avoiding the pitfalls of partner selection. According to the Krajlic matrix, one should also take
into account the ease of obtaining the material, the size of the market, and the value of the
material to the company (Kraljic, 1983). In my opinion, this factor should not be overlooked
either, as it is worthwhile to have a long-term contract with a partner that supplies material of
strategic importance to the company. Moreover, if a form of cooperation is not chosen that is in
line with the company's attitude, the relationship will not work effectively, so the soft factors of
partner selection must also be taken into account. It is, therefore, worth examining what
expectations and needs the organisation has of the prospective partner and what time horizon and
depth of cooperation is preferred. If these attitudes and characteristics are known, the choice
between contracts can be facilitated.

Contracts within the Supply Chain
There is a large literature on contracts that can be used for supply chain coordination. In principle,

it is worth clarifying how contracts that can be used within supply chains are to be interpreted
(Table 1).

Table 1
A Summary of the Interpretation of Contracts in Literature

AUTHOR(S) RESULTS

Cachon (2003) Contracts must be profitable, fair, flexible and workable for both parties

There is no clear definition; it should be identified by its coordination

Tilson (2008) capacity and the benefit it provides

Coltman et al. (2009) Sharing the partners' risks, costs and revenues is at the heart of contracts

Wang et al. (2013) Contracts aim to improve the performance of supply chains

Contracts define the obligations of the parties and the allocation of risks

Stamatiou etal. (2019) and costs between them
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Table 1 summarises the findings of relevant researchers on the interpretation of contracts.
Many common points can be found in the approaches and definitions. From the 2020s onwards,
there has not really been any new approach to the subject. Overall, it can be concluded that
contracts provide a framework for cooperation, with the universal aim of improving the
performance of organisations and the supply chain as a whole. Contracts thus set out the
proportions of risk, cost, and revenue sharing, which should also result in members being able to
cooperate under controlled conditions.

A Dbrief description of the most common contracts in the literature follows. These contracts are
wholesale pricing, take-or-pay, quantity discount, quantity flexible pricing, buy-back contracts,
and revenue-sharing contracts.

When using contracts, it must be specified whether the chain is centralised or decentralised.
These two arrangements, in fact, represent the degree of cooperation. In a centralised
arrangement, vertical integration of the partners is achieved, i.e. the different value-creating
processes are interconnected. The members seek to cooperate, and by putting conflicts of interest
to one side, the parties tend to define and achieve a common goal. In a decentralised case,
however, the members behave in the opposite way. They put cooperation on the backburner in
pursuit of their own interests and profit-maximising goals, thus creating a less cooperative or in
some cases, non-cooperative relationship (Cai et al., 2020; Giannoccaro, 2018).

In the case of wholesale pricing, the seller unilaterally determines the unit price that can be
applied between members, and the buyer orders the quantity that suits him. This mechanism is
typical in decentralised arrangements, while in centralised arrangements, prices are set to suit both
parties so that lower prices can be expected. In this centralised case, the members cooperate at a
high level, define common objectives, and achieve vertical integration. In the decentralised case,
however, members only have their own interests in mind, so the level of cooperation is low or
even non-existent (Giannoccaro, 2018; Tantiwattanakul & Dumrongsiri, 2019; Vipin & Amit,
2021).

A take-or-pay contract is applicable in a monopoly market. It is a type where the seller
unilaterally determines the prices that can be applied between members and the quantities that can
be sold. If the buyer accepts these conditions, he receives the goods. Since there are either very
few alternatives or none at all, if the buyer does not accept the terms, the buyer is unlikely to get
the goods or services. It does not promote cooperation but only formalises the transactions of
monopolistic market players (Johnston et al., 2008).

A quantity discount is a type of sales incentive, where the more the customer buys, the lower
the price he can get. There is an inverse proportionality between the quantity sold and the prices
between the parties. Prices and discount rates will often be unilaterally set by the seller and,
therefore, not necessarily conducive to cooperation. However, repeated re-purchases can already
trigger an increase in the trust factor, which can later have a beneficial effect on the cooperation
of the members (Huang et al., 2020; Ponte et al., 2020).

With a quantity flexibility contract, order lot sizes can be adjusted according to fluctuations in
demand. This requires the definition of a lower and an upper order limit, which can be developed
on the basis of a longer-term demand forecast. This type of price fixing already supports
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cooperation and the development of longer-term cooperation on this basis. In some cases, there is
a positive situation in which the longer the contract term, the more flexibility in the quantity that
can be ordered and the associated concessions (Heydari et al., 2020; Li et al., 2016; Li et al.,
2021).

Under a buy-back contract, the seller guarantees to buy the buyer's remaining unsold stock at a
predetermined price. This makes it an option for parties with a high-risk appetite, as this new type
of price represents a high risk for the parties. The main problem is the determination of the buy-
back price. This requires a higher level of cooperation between the parties, as joint decision-
making processes are inevitable (Vipin & Amit, 2021).

Under a revenue-sharing contract, the revenue of the member closest to the final consumer is
distributed to the other members of the chain in a predetermined proportion. This gives the last
member an incentive to sell as much as possible, as this is how he or she will get a higher share of
the revenue. However, the additional revenue may keep the prices applicable between the parties
in the chain low. A problem may arise in the determination of the sales ratios, which should
reflect the roles in the chain; otherwise, the allocation will not be fair. The application of this
contract requires a very high level of cooperation (Huang et al., 2020; Li et al., 2022; Yao et al.,
2022).

Figure 2
The Possibility of Grouping Types of Contracts According to Their Degree of Support for Cooperation

REVENUE- SHARING
CONTRACT

WHOLESALE PRICING
(c)

BUY-BACK CONTRACT

QUANTITY FLEXIBILITY
CONTRACT

QUANTITY
DISCOUNT

WHOLESALE
PRICING (DC)

THE LEVEL OFSUPPORT FOR COORDINATION

TAKE-OR-PAY

CONTRACTS

Figure 2 summarises the contracts examined. It can be seen that some contracts are less
conducive to higher levels of integration — these contracts are used to coordinate short-term
relationships and less complex cooperation. While some contracts require a high level of
integration and, thus, cooperation between partners.

Case Study
I would like to illustrate the applicability of the model with a practical study. Since theoretical

studies and results often remain theoretical and have few or only strong limitations in practical
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application, I consider it important to illustrate the research results with a practical, case study
example.

Research Structure and Sample

For a practical approach, | conducted empirical research in Hungary. Since the range of contracts
that can be effectively used in certain circumstances is already known, my purpose is to
investigate how partner selection factors appear in practice and how strongly they can influence
the organisation in a partner selection situation. The goal of my research is to be able to typify
corporate attitudes based on partner selection factors and to match the preferred form of
cooperation with the most appropriate contract. The expected result is the creation of a proposal
system.

The empirical research was carried out within the framework of the preparation of my doctoral
thesis. The research was conducted online, anonymously, in strict compliance with GDPR
principles.

| was given a sample of nearly 98 respondents, mainly small and medium-sized enterprises in
Hungary. Most of these companies work in the manufacturing sector and are also involved in
international trade. The respondents were mainly located on the manufacturing side of the supply
chain. Five scale questions were used to assess the extent to which respondents considered the
defined partner selection factors to be important influencing factors (Figure 3).

Figure 3
The Partner Selection Factors
CONDITIONS, CONDITIONS,
QUALITY OF DEADLINES OF DEADLINES OF
DELIVERY DELIVERY PAYMENT ORDER LIMITS

PRICES

/ FIXED QUANTITIES

COMMON

COMMON

INVENTORY INFLUENCING FACTORS OF PARTNER-CHOOSING DECISION-MAKING
MANAGEMENT PROCESS
/ \WILLINGNES OF
USING OF RISK-TAKING
INTEGRATED DEMAND- WILLINGNES OF
ERP SYSTEM  MANAGEMENT INFORMATION-
COLLABORATIVE SHARING

PLANNING OF SALES

The results were analysed by cluster analysis. My aim is to explore whether clustering is
possible based on the strength of the influence of partner choice factors. If the value of factors that
support cooperation is higher, then the respondent organization will likely prefer a higher level of
partnering.
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Results
The results of the cluster analysis show that there is a differentiation between the companies in the

sample based on the strength of the partner selection factors, but there are common points across
the groups.

In all groups, price is a very important partner selection factor, and delivery and payment terms
and deadlines are also highly relevant, but there are differences between the groups. This was an
expected result, as it is primarily the information that is important to the organisations, with price
being the most important filter.

So, the first result of the research is that price is always an important factor in partner
selection, regardless of the level of cooperation.

The cluster analysis distinguished three broad groups. For the partner selection factors, |
considered factors 4 and 5 as having a high power of influence, 3 as having a medium power of
influence and 2 and 1 as weak.

Group 1 is a group of respondents who attach great importance to the use of an integrated ERP
system, preferring common decision making processes, including common sales planning,
demand management, and inventory management. The members of the group should have a high-
risk appetite, but this is shared between the members. Group 1 respondents are also characterised
by a high level of information sharing, which they expect from themselves and from the potential
partner. Setting and respecting order limits is also important for the group. This group has and
expects a high trust factor from their partner. This group may be made up of companies that work
with partners that supply higher-value, strategically important material. The nature of the
relationship required is thus medium to long term with a high level of integration. Of the
partnerships defined, the most appropriate form for the group is a strategic alliance or a higher
level of integration (for example, a joint venture).

For group 2, integration is less important, but the desire to cooperate still appears in the
answers. Joint decision making, joint sales planning, joint demand management and inventory
management are of medium importance, and thus the operation of an ERP system that integrates
the companies is also not expected. The willingness to take risks and share information is also a
medium. Delivery conditions are a less important factor, as is the setting of order limits. This is
presumably due to the lower level of cooperation, which makes it less relevant to set order limits.
The nature of the relationship required is thus medium to short term with low levels of integration.
The use of common resources can be assumed, but their share and extent is severely limited.
Respondents present a picture of a partnership that acquires large volumes of goods from a market
where there are, in turn, many other similar partners. Thus, of the partnerships defined, the one
that best fits the group is the cooperative relationship.

Group 3 shows a downward trend in the need for integration. The value of joint decision
making, joint demand and inventory management and joint sales planning is particularly weak,
which means that the members do not require them of the group. Accordingly, the willingness to
share information and take risks is low. However, integrated ERP is still considered relatively
important. It is interesting to note that for this group, price scored an average of 4, which is still
considered an important factor, but payment and delivery terms and tied order quantities scored
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medium or below. As they are assumed to have no influence in shaping these factors, they may
not be an important partner selection factor. This may be the case for partners who, due to the
nature of the goods, have only occasional and infrequent contact with the organisation. Therefore,
Group 3 does not seek to establish a long-term relationship. It may be a partnership between
companies supplying products that are routine, low value, high variety suppliers. Thus, price will
be the main consideration if they do not plan for the long term. The time required for the required
relationship is short-term or occasional. Of the partnerships defined, the form that best fits the
group is the casual market relationship. The characteristics of the identified groups are
summarised in Table 2.

Table 2
A Summary of the Response of the Identified Groups in Percentage Form [including only the 4 and 5 value]
Group 1. Group 2. Group 3.

Prices 91.18 89.19 77.78
Quality Of Delivery .100 89.19 70.37
Conditions, Deadlines Of Delivery 91.18 78.38 62.96
Conditions, Deadlines Of Payment 91.18 83.78 48.15
Order Limits, Fixed Quantities 76.47 48.65 25.93
Common Decision-Making Process 91.18 37.84 14.81
Common Sales Planning 67.65 13.51 3.7
Common Demand Management 73.53 24.32 22.22
Common Inventory Management 64.71 21.62 3.7
Willingness Of Risk-Taking 82.35 59.46 25.93
Willingness Of Information-Sharing 94.12 48.65 11.11
Using Of Integrated Erp System 82.35 45.95 51.85

Table 2 is a good illustration of how the need for integration is reduced in groups. While
Group 1 explicitly requires integrated activities, this need almost disappears in Group 3. An
interesting result is that the price level was also an important factor in almost 78% of cases. This
result suggests that Group 3 may have been formed by firms in a chain or downstream that do not
have much influence on price developments; they are players in a market where prices are given
and this set of players has less influence. In addition to this result, it can be seen that the influence
of the various joint activities is very low, which leads to the conclusion that the companies in
Group 3 do not require joint processes and, therefore, do not plan to cooperate in the long term.

Setting up the Decision-support Model

The goal of the model is to create a decision support model that alleviates coordination problems,
optimises, and takes into account the conditions for joint cooperation based on needs. The
contracts preferred by the literature can provide a good solution to eliminate coordination
problems, but it is essential to keep in mind the needs of the partners, i.e. the form of cooperation
favoured by them based on organisational characteristics and corporate attitudes. After all,
contracts can only work well if the parties choose and apply the contract that best suits their
expectations, characteristics and attitudes in managing their relationship with the partner.
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The identified partnerships can be assigned contracts based on their characteristics. A contract
may support more than just one partnership, so it is also worth distinguishing the strength of the
support (Table 3).

Table 3
Notations Used by the Model
+ ++ +++
Subscription Less Recommended Recommended Highly Recommended
. limited ability to coordinate the handles coordination minimises the
Meaning . L
partnership problems well coordination problems

It is also worth considering if there is only minimal coordination between partners in a
contract. In the case of a decentralised arrangement, even with a minimum of cooperation, it is
worth using a contract, as this will make the partnership one step more organised — obviously, in
this case, a contract should be chosen which does not aim at perfect integration. A "+" will be
displayed in this case, indicating that the contract is only able to coordinate the given partnership
to a minimum. The optimal case will be indicated by a "++" when the coordination problems can
be sufficiently addressed by the contract. The contract best suited to a given cooperative
relationship will be indicated by a '+++'; in this case, the contract will be able to support
cooperation at a high level, minimising or even eliminating coordination obstacles.

After having studied the contracts and partner relationships and using the practical responses
of the companies in the empirical research sample, the matrix can be developed as follows (Figure
4).

Figure 4
Contract-choosing Matrix
low Level of integration required high
GROUPS Casual market Cooperative i .
& relationship relationship Strategic alliance
ATTITUDES
No cooperative Medium level of Expectionally high
CONTRACTS attitude cooperative attitude | level of cooperation
low
Take-or-pay ++
Wholesale pricing (decentralized) -+
=
-2
g o
g Quantity discount . 4+
8
x:c:’ Quantity flexibility contract —+++ —++
5
=|
5
JQ: Buy-back contract —+4
S
A
Wholesale pricing (centralized) —+++ -+
Revenue-sharing contract ++ 4+
high

The use of contracts can pave the way for a higher level of cooperation and can even help to
increase the trust factor. So, contracts can not only address current problems but should also be
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seen as an opportunity for a higher level of cooperation in the future. This is why it is worth
differentiating between recommending and matching contracts in the decision-support system: if a
relationship starts with a less recommended contract, it can easily switch to a more suitable
contract later on. In this way, progress can be made within a partnership. The two axes of the
matrix show the need for integration in the partnership and the extent to which contracts support
cooperation. The higher the level of integration required from the partners' point of view, the
higher the level of vertical integration supportive contracts should be chosen. The degree of
vertical integration also differentiates the range of contracts that can be chosen.

As can be seen from the matrix, the highest level of integration is the revenue-sharing contract,
which provides a high level of support for the creation of strategic alliances and an equally high
level of coordination. Companies opting for this form of cooperation basically need a contract that
allows for stronger integration between the members, as there is a high demand for information
sharing, joint activities and joint decision-making mechanisms. Thus, in addition, a cooperative,
centralised arrangement of wholesale pricing, even as an initial contract, which could later be
replaced by a more serious type, could be a good way to improve coordination. Quantity
flexibility contract is also a potential good solution, as the high level of information sharing
allows for accurate demand forecasts and thus a good definition of the limits required for the
contract.

Companies that require lower integration may prefer to choose unilateral contracts such as
take-or-pay, quantity discounts or a traditional wholesale pricing contract. A take-or-pay contract
is well suited to monopoly markets, and this monopoly nature may foreclose cooperation, but it
may help to set the rules of the relationship in the longer term, which, although unilaterally
determined by the seller, may help to facilitate transactions between the members. A quantity
discount may also be a good choice because its repeated application can form the basis of a
partnership. Wholesale pricing is also a type where a high level of integration is not required, but
the rules of the relationship are sufficiently known to both parties.

For medium integration needs, quantity discounts or quantity flexible contract may also be an
option. Wholesale pricing is also highly recommended. Although a quantity flexible contract is
only an option if there is a higher level of trust between the parties due to the medium level of
information sharing, wholesale pricing or quantity discounting could be considered as an initial
contract. The use of these may act as a motivating force for the partners, as repeated use of these
may lead to a relationship of trust between the partners, which may lead to a higher level of
integration being required later. If this is achieved, a revenue-sharing contract can be offered to
the members. With this contract, the parties can easily become strategic allies.

Limitations of the Model

An analysis of partner selection factors and their influence on the responses of Hungarian firms is
limited. Thus, the results obtained in this research only refer to the sample, and it can only be
assumed that similar results can be obtained in general. Future research objectives include
extending the research sample, and international experience in the research would be needed to
obtain more thorough results and thus to put the model developed on a more solid footing. In
addition, in many cases, researchers experiment with combining individual contracts to create
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hybrid types. It is also worthwhile to include the study of these hybrid types in future research in
order to broaden the range of contracts that can be offered. In addition, the research investigates
the coordination of only two members. It would be worth extending this to supply chain stages or
possibly the whole supply chain.

Conclusion
The matrix presented in this study could be a good basis for developing a decision support model

to avoid the choice of a contract that does not fit the preferred cooperation relationship as a tool to
improve coordination. However, the matrix can also be approached as a process of evolution of a
cooperative relationship. Indeed, contracts may have the potential to increase trust and thereby
change the attitudes of firms and thus achieve a higher level of integration. But until this happens,
they are a perfect opportunity to address the current situation. If the preferences, characteristics
and attitudes of the company are known, i.e. the extent to which they wish to establish a
cooperative relationship with each partner, it is easy to offer them a contract that is adapted to the
nature of the relationship and helps them to establish and operate their cooperation. It is,
therefore, very important to know the soft factors within coordination. Each organisation will not
wish to establish the same depth and duration of cooperation with each partner. This will shape
the organisation's partner selection factors and their strength of influence. However, knowing
these will make it easier to match the contract best suited to their preferences. Contracts are
identified in the literature as hard factors, the main purpose of which is to define the framework
for cooperation, exploit financing opportunities, lay down the rules for transactions between the
parties, and define the sharing of risks, revenues and costs (Figure 5).

Figure 5
Combining Soft and Hard Tools to Achieve Ideal Coordination

trust dominance

[integrated processes ]

SOFT TOOL:
CORPORATE ATTITUDES

take-or-pay

quantity buy-back
discount contract

IDEAL [q HARD TOOL:

uantity flexibility
COORDINATION CONTRACTS

contract

wholesale
pricing contract

[revenue-sharing contract J

[ willingness of ]

information-sharing

[joint decision—making]

Thus, it can be concluded that hard and soft factors must be coordinated in all ways for
coordination to be effective. If this is not done, a contract may be selected that is less or not at all
supportive of the relationship required. In this case, the use of contracts will have the opposite
effect: they will not help, but rather will further undermine coordination between members.
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