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Session 1: 	Horizontal collaboration

Horizontal collaboration: More and more companies argue that the limits of performance improvement in the supply chain have been reached, and are searching collaboration with competitors, often on the edge of what is commercially viable or allowed under anti-trust rules. Many theoretical results, such as results from cooperative game theory are putting to the practical test. Where are the limits and what can be the contributions from our field?
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Main points from the discussions:

· What is the definition of horizontal collaboration and are there already horizontal collaborations without us knowing it? For instance, does the subcontracting of logistics processes by different shippers to a logistics service provider in order to get scale and share facilities fall under the definition of horizontal collaboration?
· Can we achieve the same benefits of horizontal collaboration without horizontal collaboration?
· What are the benefits of horizontal collaboration? This raises many cost allocation issues and rules.
· What is the role of government (e.g. a city, airport authority) in enforced collaborations? There are examples in city distribution in Munich Germany, where transport companies are forced to work together and trucks entering Munich are running fully.
· In general, a relevant distinction seems to be whether it concerns products or services that are commodities versus core products or services that are competing on design quality. With commodities, horizontal collaboration might be possible, but with the latter, no horizontal collaboration seems possible to cooperate on those talents.
· In some industries, horizontal collaboration is disencouraged by legislation, for instance European legislation on safety disencourages horizontal collaboration in the chemical industry.
· Also antitrust legislation prevents horizontal collaboration. Legislation such as the Waste Electrical and Electronic Equipment Directive (WEEE Directive) also prevents it.
· In other industries the rules are well defined for horizontal collaboration in order to share facilities, for instance the airline industry (airport facilities).
· There must be some sort of balance between sharing information and sharing benefits
· There seem to be 3 ways to reach horizontal collaboration:
1. Forced collaboration
2. Incentives to use collaboration: if you come, you can use common facilities
3. One powerful company such as Wal-Mart that seeks horizontal collaboration in order to gain benefits, for instance in clustering (activities) together
· Key in successful horizontal collaboration is price discrimination. Differentiating services in order to get price discrimination.
· Key are shippers and manufacturers who do not want to subcontract, but apply supply chain management to logistics service providers to reap the benefits of subcontracting in order to get economies of scale.
· The long term power of a third party is key issue when outsourcing processes. Outsourcing on a long term means power to the subcontractor for a long term. Subcontracting horizontal collaboration on a long term could lead to a shift in power and new competitors. An example is San Disk which designs and sells memory cards for the Apple iPod and also designs and manufacturers its own “iPod” (what are the risks for Apple of revealing its designs early?).





· Decisions to collaborate on a boardroom level might not work on an operational level. The risks in operations and the perception of risks (e.g. practical decisions in sharing information, allocating capacity and priorities) by operational personnel in decision making could lead to behavior that would avoid collaboration. What happens in cases when there is insufficient capacity or information: collaboration in areas / times of conflicts of interests? Again, is the collaboration core of commodity?
· Are there ways of pre-scribing cost allocation mechanisms? For instance, with the production of motor engines in the shared plant of Mitsubishi, Honda and Chrysler. How are the cost allocated / distributed?
· It would be interesting to bring together the examples of horizontal collaboration, to examine in what areas horizontal collaboration takes place (core or not core?) and what works and what doesn’t. 
· Under what circumstances, does what structure of horizontal collaboration work: joint venture, forced collaboration etc?
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