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Investments in Production Systems at Suppliers

SHIMIZU Nobumasa
KATO Yutaka
SAKAGUCHI Jyunya
KAWAI Takaharu

Recent researches in inter-organizational management accounting ad-
vocate that buyers influence over their suppliers’ management decision in
many ways. For example they often request cost reduction, improving
production process, quality control and etc. Through these influences
from buyers, suppliers should adapt their strategy to their buyers’ strat-
egy.

However, prior researches have mainly discussed capital investment for
production systems without considering the affect of buyer-supplier
partnerships. In other word, capital investment models like payback pe-
riod, net present value and internal rate of return are based only on the
economic value of the capital usage inside the firm.

Using interview data on two suppliers (One supplier belongs to ma-
chinery industry, another belongs to electrical/electronics industry) in
Japan, we investigate the influence of buyers’ decision making process
for investments in production systems at supplier. Although buyers’ in-
fluence like requesting specific production machineries and/or
equipments to their suppliers was not mentioned, we observed the prac-
tices of monitoring suppliers’ production processes by suppliers. This
monitoring practice aims to point out the problem of their suppliers’ pro-
duction process and to claim for improving them. Therefore, suppliers
must refine their product line under their buyers’ appeal. Additionally,

we explore that suppliers tend to gather information about their buyers
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and adopt their investment plan by themselves.



