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EXECUTIVE SUMMARY

Considering the circumstances of Turkey, OSP is a relatively successful subcontracting company. The company not only has managed to retain its steady exportation figures for years; but it also managed to build successful subcontracting relationships with its foreign partners and more importantly succeeded in carrying them out to this day. However, unless taken to a more advanced level, the relationship they have is bound to be broken in the close future due to lack of improvement.

Outsourcing is a technique that is mostly practiced by developed countries and it gets more and more common as the economy grows which naturally moves subcontracting to a more advanced and competitive level. Outsourcing companies usually look for small and medium sized companies in less developed countries than theirs, to build subcontracting relationships. Most commonly known subcontracting countries are India and China. Turkey has made its way into this group as well and currently it preserves its competitive advantage by providing cheaper products with better quality, than other countries. However this is not a permanent situation; all this may change very soon due to the improvements in the sector (technologic…etc.).

OSP is one these subcontracting companies which has been successfully maintaining their place and relationships in the sector. However in order to maintain this success and more over to take it further, OSP needs to move its subcontracting relationships

to a more advanced and efficient level. To accomplish this, some changes has to be made within OSP. The company has to monitor the developments and improvements in the sector very closely, and try to adopt them (i.e. more sophisticated subcontracting models). Moving to a more advanced subcontracting relationship would require more cooperation and collaboration which can be interpreted as having better communication skills. Cultural differences reveal themselves in group of interactions, so in order to have an efficient subcontracting relationship, we need to build and efficient communication network which would obliged the subcontracting company to be well aware of the cultural differences of its foreign partner.
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A. INTRODUCTION
Purpose statement:

This report, we will review the current subcontracting model and relationships of OSP; and as a result we will provide OSP with the necessary recommendations to carry their subcontracting relationships to a more sophisticated and efficient level.
The scope of the report:

This paper will assess the current subcontracting model of OSP; the problems caused by the inadequacy of the current subcontracting model and recommend possible solutions to improve the model and the relationships with its foreign partners. 
Problem Statement:

To what extent are the practices in OSP prone to fostering a shift to a high level of subcontracting with foreign partners?
The sources of report:

The information that was used in this report was collected from both primary and secondary 

sources. The primary source was completed by interviewing the authorized people in OSP, mostly face to face and on the phone. We used internet as a secondary source in order to get more information about cultural(national and organisational), communicational and subcontracting matters. Also most of the information about the principle company was obtained through secondary sources. “Bibliography” could be referred to   for more detailed information about the sources. 
The Report Organization:

This report consists of six different parts. The report starts with a brief introduction that which is composed of purpose statement, problem statement, the scope of the report etc. 
In the second part of the report, we evaluate the subcontracting relationships in a general sense by explaining the characteristics of subcontracting relationships in the sector and also by evaluating the characteristics of subcontracting relationship of OSP with its Italian partner in terms of communication and culture.

In the third part, we discuss different subcontracting models and analyze them in terms of culture and communication; and also we explain how and why the adoption of the chosen model would require more collaboration and cooperation. 

The fourth part includes propositions on the changes needed to be done in order to implement the model by using OSP’s core competencies.

After providing the necessary information and reviewing the problems, we finish the report with the conclusion and recommendations. 
Background Information:
OSP (Ostim Spare Parts Inc.)

is a part of an investment group called Ostim Investment and it is a small medium sized company which proceeds as a subcontractor. It was founded by twenty two manufacturer companies of qualified and reliable replacement parts(non OEM) for earthmoving machines. Italy is the principle customer of the company. Even though OSP was affected by the recent global recession as everyone else, it is still one of the most powerful companies in the sector.
Limitations:
The Turkish company was very collaborative, we did not have any   problems with reaching the information we needed. However, it was very difficult for us to collect the necessary data conerning the foreign company; since we could not contact the foreign company even though we tried everything( phone, e-mail…etc.).


B. GENERAL VİEW TO THE SUBCONTRACTING RELATIONSHİPS

1. Characteristics of Subcontracting relationships in the sector:

Small and medium sized companies are generally subcontractors to larger companies and therefore highly dependent on them. Their competitive advantage is low price. The challenges for the SMEs have increased during the years. The challenges come from the increasing globalization, and the increasing customer demands. 

Small subcontractors are economically independent companies. They have limited number of employees. They are far away from complex structures, and generally do not have long-term plans. Their relationships are generally in a very basic level. 

The key strengths of subcontractors in their business relationships are flexibility, balance 

of quality and price, and sensitivity to market demand. Beside, undeveloped technology, being unprofessional the other disadvantages that result from their small size are the weaknesses of such companies.

Some of the main characteristics of the subcontracting offer and of the large purchaser-small supplier relationship are: 

• Almost all the firms have a long-term relationship with the large purchasers. However, an habitual long-term relationship does not correspond to contracts, and thus to formalized agreements, over a long period. The stipulation of a contract, in most cases, is preceded by a supplier-selection process which is generally based on criteria of pure economical convenience.

• The industrial market regarding the large enterprises is the most important commercial outlet. The commercial orientation of the small units has a strictly local character.

• The firms are strongly dependent on a few purchasers. 

• Quality and delivery reliability are the main requirements imposed by the contractors on almost all the sampled firms. Price is subordinate to conformity to required standards and to the ability to ensure a regular and prompt supply flow. In the opinion of the purchasers, the quality and delivery reliability provided by the small subcontractors is inadequate.

2. Characteristics of Subcontracting Relationships of OSP with its Italian partner:

As it is understood, OSP fits the features which were mentioned in the previous part that nearly all subcontracting firms have. It has not so many employees, and therefore it

has a simple organizational structure. There is not a definite separation of duties and responsabilities. When it is necessary everyone has a potential to do someone else’s work. Their relationships are so basic both within and outside of the company. 

Explanation of the subcontracting relationship between OSP and CGR according the the special characteristics above:

OSP and CGR have not working for many years, so for now we cannot say that OSP and CGR have a long-term relationship. Lack of technology, low quality, not being innovative may cause on the relationship of OSP and its Italian partner.
Like almost all of the other subcontractors, OSP and its sub-subcontractors, the producers, are both located in the same place in Ankara which called Ostim Industrial Area. 

OSP is lucky in comparison to the other subcontracting firms. They are doing business with many countries and many companies including CGR. It provides them a large scale of customer portfolio. That does not mean OSP will work them forever. It is a competitive world and there is always a possibility to lose customer. When another company serve better service, better product at better price, it is inevitable to lose the customer. That is why, in order to attract the customers, it is important to offer new choices such as; developed technology, more qualified products to the customers to make the subcontracting relationships better.

Quality is a subject that has to be focused on. And unfortunately OSP does not have any quality control system. The company takes the feedback

on quality when the product comes back from the customer. This process cause to time losing and the time means money in business. Therefore it has a negative impact on the relationship of OSP nad CGR.

a. Communication Techniques that OSP Uses:

  We need to mention about working process in OSP to understand communication tools easily.

There are four sales person, two warehousemen and one storehouse supervisor in OSP. Each salesperson is concerned with different companies. One of the sales person concern with domestic markets. He does research some producers who do quality goods with low cost. For each order, that research is done again by salesperson to find low cost and high quality. After decision making, he informs other salespersons who connect with other foreign companies and take orders.

Principal company gives the orders directly to salesperson who is concerned with that company. Actually, the companies have also a proform invoice which includes colors, prices and number of pieces. (The list can be updated if it is necessary.) All spare parts have a different numbers. Orders are called with these numbers and are asked to him. After decision making, he is responsible to make the agreements about quantity of goods, payment, delivery time and transportation.

After dealing with principal company, he connect with sales department which research the domestic market.   After deciding a sub-subcontractor who produce the orders, produces process starts.   When the orders are ready, he contacts a cargo company which works with OSP. 

As

you understand, communication structure is not complicated. It means, for all contacts telephone, messenger, fax and e-mail are used. The ways are simple for both company, because OSP takes order many times a day. In addition to that, all firms can call sales department to get prices whenever they want. 

According to our research, OSP does not give importance to communication technologies, but telephone, messenger, e-mail are not enough such a kind of company. However, it can be possible to make direct contact with these communication tools, there are also disadvantages of them. i.e. losing customer, missing information etc. 

And also, OSP has not an efficient web site. It is also an absence in terms of communication. Web site is an initial way to get information from a company and an easy way to contact. Nevertheless, it is updated a long time ago. 

On the other hand, in OSP and their principle companies, there is no contract. Everything depends on trust. For two side it is a necessary to work together for a long time. It means, principle companies do not want to depend on one company and OSP also does not want to their customers.   Up to the present, there is no problem about this issue. But, they follows some way to strengthen communication. For example, after delivering, salesperson call them for feedback about goods, not all goods, because it is not obligatory and formal thing in this way and also they are not such a bureaucratic company. It is only for close relationship between them. It makes Principle Company happy in terms of trust

and close relationship. Another way is participation to trade fairs. It is important to find new customers and to follow closely the latest development of other big companies in the market. Face to face communication always gives positive results so OSP also uses this way to build trust with principal companies. The reason why, OSP visits invites or calls them at least twice a year. When they come together, they do not talk business all time. The aim is to spend time together to strengthen relationship. There are some similarities with some companies in terms of culture such as Saudi Arabia, Iraq, Iran etc. Thus, OSP give importance relationships with them because it makes them happy. 

Another example is that, salesperson is one of the most important people for OSP and OSB because they are real customer services assistants and every company knows them very well. As OSP and OSB, some customers do business with their salesperson so salespeople have to be regular personnel in a company. If these people change the company, their customers can go with them to other company. It can cause customer loss. It shows us, communication and customer communication are very important for OSP.   

b. Organisational Culture which OSP has:

Organizational Structure 

It is important to begin with the organizational structure of OSP and CGR in order to perceive their organizational cultures. 

OSP is a part of an investment group called Ostim Investment and it is an SME which proceeds as a subcontractor company.   In other words, OSP is working as a branch

of OSB (OSTİM YATIRIM). OSP is controlled and managed by Ostim Investment. They are linked each other for both income and expense. It was founded by eleven manufacturer companies of qualified and reliable replacement parts for Volvo, Komatsu, and Caterpillar.



Figure 1: Organizational Structure of OSP

As is can be seen from the figure above, OSP has three departments. These are sales (it consists of three part in itself), purchase, and warehouse departments which connect to OSB. OSP’s organizational structure is horizontal within the company. There is not a real hierarchical structure, strict lines among departments and a “boss” term in the company. The number of employees is seven including managers. This situation makes easy to reach one another. However, since the number of employees is limited, people sometimes need to do the other’s work that means there is not a really work distribution. The relationship between the employees and the managers is nice. They have the opportunity to discuss their feelings even if good or bad. The relationship and the communication among the employees is also friendly. Some of them meet out of office and visit each other as a family. Except these the employees also participate in diner organizations that arranged by OSTIM in Ramadan.

As we mentioned before, OSP is a part of OSB, the main decisions are in the control of OSB. However, the ones who are working in the sales department decide the prices that will be given to the customers. They discuss the amount of prices between each other. Each salesman

decide the price for his product group. For example, the one who is responsible for construction equipment decides the suitable price by him; likewise the one who is responsible for spare parts. On the other hand, eventually, if the volume of order is high; the salesman needs to discuss the price with an authorized person from OSB. The wage system for sales department workers is salary plus perquisite. Except the salary, they additionally receive premium over the sales they made. Low salary is paid in such systems. Alike the price, salesmen have initiative to decide the discount rate. 

When it is considered from OSP’s point of view, CGR Ghinassi is the principle company. It is one of the most important customers of OSP in Italy. CGR Ghinassi is the group (GB Group) company that can proudly point to the longest history of operations on the world-wide parts market. CGR Ghinassi specialises in the supply of parts for earthmoving machinery in the Caterpillar line. The production chain provides full cover for all the customer's needs, from the foundry through to the finished product. Cylinder heads receive special attention. Quality is the company's strong point, reflected in the exceptional reliability and absolute precision of its no genuine parts. CGR Ghinassi's strong export-orientation is its key feature, and will be further developed in the future. Present in Europe, the United States, South America and the Middle and Far East, CGR Ghinassi is reinforcing its market shares all over the world, with ever-fuller penetration. The company joined

GB Group in 2000, generating an impressive increase in the group's export figures.


Figure 2: Estimated Organizational Structure of CGR
In comparison with OSP, CGR is a bigger, more developed, more Professional, and better institutionalized company. It has a vertical organizational structure. They are more experienced and professional in the sector. CGR has précised rules and standards. These are some of the reasons about having the main power and the control in the relationship of OSP nad CGR. 
What is Organizational Culture?
Organizational culture is the mysterious word that characterizes a work environment. When we look at the dictionary definition of organizational culture, it is: ‘the specific collective attitudes, values, norms, beliefs, common experiences that are shared by people and groups in an organization and that control the way they interact with each other and with stakeholders outside the organization. In order to make easy to understand it, the simplest definition of organizational culture is ‘the way things get done around here’ as Deal and Kennedy defined. It is the personality, identity of organization. 
The paradigm, control systems, organizational structures, symbols, rituals and routines, gestures, stories and myths are the elements of culture. An organization’s culture is unique and made up of the values, beliefs, strengths, weaknesses, education, upbringing, underlying assumptions, attitudes, and behaviors shared by a group of people. Culture is the behavior that results when a group arrives at a set of, generally

unspoken and unwritten, rules for working together.
Every one has values, beliefs, experiences, habits, interests, and attitudes. All these build up a person’s behavior. An organization’s culture is made up of all of the life experiences that each employee brings to the organization. Thus, these personalities, behaviours and experiences of all employees create the culture of an organization. Executive leaders play a large role in defining organizational culture with their actions. Each leader leaves its mark on the culture. Culture is especially influenced by the organization’s founder, executives, and other managerial staff because of their role in decision making and strategic direction. However, it should not be forgotten that, while executive leaders play a large role in defining organizational culture by their actions and leadership, all employees contribute to the organizational culture.
In order to understand the organizational culture, we want to make clear the elements of culture that we mentioned above:
➢ The Paradigm: What the organization is about; what it does; its mission; its values. 
➢ Control Systems: The processes in place to monitor what is going on. Role cultures would have vast rulebooks. There would be more reliance on individualism in a power culture. 
➢ Organizational Structures: Reporting lines, hierarchies, and the way that work flows through the business. 
➢ Symbols: These include organizational logos and designs, but also extend to symbols of power such as parking spaces and executive washrooms. 
➢ Rituals 

and Routines: Management meetings, board reports and so on may become more habitual than necessary. 
➢ Gestures: Movements of parts of the body used to express meanings
➢ Stories and Myths: build up about people and events, and convey a message about what is valued within the organization. 
Organizational Culture Theories
There are several theories and types of organizational cultures. In this report, we will refer to two of them.
Deal and Kennedy, define organizational culture as the way things get done around here. Deal and Kennedy's model of culture is based on characterizing different four types of organization, based on how quickly they receive feedback and reward after they have done something and the level of risks that they take. In other words, they measured organizations in terms of: 

 Feedback speed and Reward: quick feedback means an instant response. This could be in monetary terms, but could also be seen in other ways, such as the impact of a great save in a soccer match.
A major driver of people in companies and hence their culture is the general feedback and specific rewards that tell them they are doing a good or bad job. If this feedback is immediate or shorter-term, it will quickly correct any ineffective behavior and hence lead to a consistent culture
If the feedback takes longer to arrive, then can leave mistakes uncorrected, but it also lets people look further out into the future.

 Degree of Risk: represents the degree of uncertainty in the organization’s activities.   
Uncertainty and risk are something that 

some people hate and some people thrive on. In either case, it is another motivating force that leads people to focus on managing it.
Where the risk is low, people may be willing to take risks up to their acceptable limit. Where they are high, the risks need to be managed or accepted.


Figure 3: Organizational Culture Types of Deal and Kennedy
Using these parameters, they were able to suggest four classifications of organizational culture:
• The Tough-Guy Macho Culture Feedback is quick and the rewards are high. This often applies to fast moving financial activities such as brokerage, but could also apply to a police force, or athletes competing in team sports. This can be a very stressful culture in which to operate.
This has rapid feedback/reward and high risk, leading to:
o Stress coming from high risk and potential loss/gain of reward. 
o Focus on the present rather than the longer-term future. 
o Eg. Police, surgeons, sports. 

• The Work Hard/Play Hard Culture is characterized by few risks being taken, all with rapid feedback. This is typical in large organizations, which strive for high quality customer service. It is often characterized by team meetings, jargon and buzzwords.
This has rapid feedback/reward and low risk, leading to:
o Stress coming from quantity of work rather than uncertainty. 
o High-speed action leading to high-speed recreation. 
o Eg. Restaurants, software companies.

• The Bet your Company Culture, where big stakes decisions are taken, but it may be years before the results are known. Typically, these

might involve development or exploration projects, which take years to come to fruition, such as oil prospecting or military aviation.
This has slow feedback/reward and high risk, leading to:
o Stress coming from high risk and delay before knowing if actions have paid off. 
o The long view is taken, but then much work is put into making sure things happen as planned. 
o Eg. aircraft manufacturers, oil companies. 

• The Process Culture occurs in organizations where there is little or no feedback. People become bogged down with how things are done not with what is to be achieved. This is often associated with bureaucracies. While it is easy to criticize these cultures for being overly cautious or bogged down in red tape, they do produce consistent results, which are ideal in, for example, public services. 
This has slow feedback/reward and low risk, leading to:
o Low stress, plodding work, comfort and security. Stress may come from internal politics and stupidity of the system. 
o Development of bureaucracies and other ways of maintaining the status quo. 
o Focus on security of the past and of the future. 
o Eg. banks, insurance companies. 
Edgar H. Schein, defines organizational culture as: "A pattern of shared basic assumptions that the group learned as it solved its problems of external adaptation and internal integration, that has worked well enough to be considered valid and, therefore, to be taught to new members as the correct way you perceive, think, and feel in relation to those problems".
Schein divides organizational culture

into three levels: 
 Artifacts: these "artifacts" are at the surface, those aspects (such as dress) which can be easily discerned, yet are hard to understand; 
 Espoused Values: beneath artifacts are "espoused values" which are conscious strategies, goals and philosophies
 Basic Assumptions and Values: the core, or essence, of culture is represented by the basic underlying assumptions and values, which are difficult to discern because they exist at a largely unconscious level. Yet they provide the key to understanding why things happen the way they do. These basic assumptions form around deeper dimensions of human existence such as the nature of humans, human relationships and activity, reality and truth. 

Figure 4: Schein’s Three Levels of Culture
The first level is artifacts. . It is the outer, the most visible layer with its organizational structures and processes and group behaviors such as dress codes, interpersonal practices, means of communicating etc. It is the visible tip of the iceberg. All may be visible indicators of culture, but difficult to interpret. It is hard to decipher their meaning without understanding the underlying assumptions.
The next level of culture is espoused values. Values underlie and to a large extent determine behavior, but they are not directly observable, as behaviors are. This is the middle layer with its strategies, mission statements, corporate values, goals, philosophies. These are the espoused justifications for the artifacts.
The third and the deepest level is basic underlying assumptions.

It is the hidden, heart layer with its unconscious, taken-for-granted beliefs, perceptions, thoughts and feelings. Contains lots of potential emotional energy and is the ultimate source of values and action.
  
Figure 5&6: Levels of Organizational Culture (Schein)
It is possible to simulate these levels of organizational culture in business to the layers of an onion, or may be an apple. Both have layers serving distinct purposes. For example to get to the core of the apple, you must first eat the outside, and likewise, to get the core of a culture, you must recognize the artifacts and symbols, which make up the outermost layer. 
Analysis of OSP and CGR In Terms of Organizational Culture 
When the organizational cultures of two companies are analyzed according to Deal and Kennedy’s theory, it is understood that organizational culture of OSP is Process Culture that has low risk and slow feedback. Actually, the risk factor which is at issue is exist for the OSP members. Since the employees of OSP take most of the decisions by themselves, they are usually faced with risk. In a sense, they are risk takers as part of their jobs. However, important decisions are being taken by the control of OSB. That is why, it is not a high level risk for employees and the taken risks are not in a large scale to cope with. In addition, unfortunately feedback within the company is slow in OSP. We could not find anything to show us employees are rewarded for good jobs. Therefore, it will not be wrong to say employees are not rewarded or may be it takes some time to

be rewarded. 
On the contrary, organizational culture of CGR is Work Hard/Play Hard Culture that has low risk and rapid feedback. Since the duties and responsibilities are separated from each other with definite lines, and the decision making is subject to the manager staff; the employees do not have to take risk. Their responsibilities are limited. In contrast with OSP, CGR is more active about rewarding its employees. Rewards are not always monetary; they can be small and special presents, organizing social activities for workers, or public acknowledgement, certificate of appreciation which honorees and motivate the employees.
We thought that in order to make clear, analyzing the organizational cultures of both companies’ according to Edgar H. Schein’s theory, besides Deal and Kennedy’s, will be more informative and explicative. 
1- The first level: Artifacts
As it is indicated previous parts of report, OSP has a horizontal organizational structure within the company. There is not a formal dress code, and employees may even wear jeans. It is not a family business, it has a junior staff, and this makes OSP dynamic. All of the employees graduated from university, even the depot worker. OSP has official work hours but they work according to the workload. For example Saturday is officially halftime but if it is necessary the employees work full time; on in the weekdays they continue to work out of working hours. When the company is not too busy and has not lots of work to do, they can leave early. Actually, it can be seen that this type of working

environment make employees to feel relaxed and free. As we mentioned before, there is not a strict line among departments and work distribution. Since the number of employees is limited, people sometimes need to do the other’s work. For example, in the past the ones in the sales department weared coveralls and work in the depot, they help to loading the trucks. In the contrary to what was said to us, employees and the managers are distant. The very first indicator of this situation is working in different building. How can be expected that the people who work such away from each other to be close? Most of the time they do not even see each other. The information flow is very slow. In addition, warehouse department and the employees’ offices are too small. 
On the other hand, CGR has a vertical organizational structure within the company. There is a formal dress code, specific working hours, and definite work distribution. Everyone does his/her own job. This certainty provides them to know what they exactly do for the business, and what they add to the company. Their responsibilities are more limited and for most of the decisions it is obligatory to take the manager’s decision. They are working with the managers in the same place. Thus, they are always in contact with each other. These make the information flow speedy for CGR. 
2- The second level: Espoused Values
The first goal of OSP is to make profit. Even if they care about the customer satisfaction, quality, maintaining the relationships, etc the most important purpose of the company is

to make sales and profit. The company ignores many things in this way. For instance quality control. OSP have not a quality control system. While they avoid the cost of it, they ignore the impact of this system on developing the quality, customer satisfaction, maintaining the relationships, and profit. It is a chain and actually very simple to understand. 
• If you have a qulity control system: you have the opprtunity to test your production, early defect correction and by this means you are be able to develop the level of quality you have.
• If your customers buy more qualified goods from you: they will be satisfied to working with you and your products. By this way, customer satisfaction, trust, and long-term relationships will be provided.
• If you provide more qualified goods: you have the opportunity to put higher prices on them, so it brings you to make more profit.
OSP uses the brands on website. They received a warning from Caterpillar via telephone about not to use their brand. Even if they said that they modet it away, they still have it on website. When we remind OSP about it, the given answer shocked us. It is said to us that in the worst case it will be put ‘K’ in stead of ‘C’ to solve the problem. It is clear that their way of problem solving is not ethical.
On the other hand, CGR pays more attention to the quality they offer to their customer. Like CGR, OSP also cares about its place in the sector and does not want to lose it. However, CGR’s effort for it is more visible than OSP. CGR declares this mission and importance definitely.


3- Basic Underlying Assumptions: 
The third level of Schein’s theory is basic views and it includes both the first and second levels. It consists of the whole written or unwritten rules of the company. When we examine OSP in terms of organizational culture, we see that it is weak. Because although contact between the workers is easy, the information flow is not being done in a systematic way. There is not coherence because the responsibilities of people are not clear and definite. There is not a strict lines and work distribution. Everyone has a potential to do someone else’s work. 
On the other hand, CGR’s organizational culture is strong. Information flow is faster than OSP and it is being done in a systematic way. Everyone in the company knows what he/she has to do exactly. Since, they are aware of the company’s mission and aims, they are working according to these mission and aims. 
This analysis shows us OSP and CGR are very different from each other in terms of organizational structure and organizational culture. All these differences make hard to cooperate and pose an obstacle. Most organization scholars and observers recognize that organizational culture has a powerful effect on the performance and long-term effectiveness of organizations. At this point it is necessary to say, for OSP creating a strong organizational culture within the company is very important to be successful in business. 
Quality control, R&D, developing technology issues are extra cost for OSP. When they avoid this extra cost the point they ignore is its return

in long-term. While there is a way to benefit from its advantages in time, they chose to ignore it and to continue the system they fixed. They have a business system and for many years they carry it in the same way, do not have any effort or project to change it. They pay attention to quality, trust; wants to develop, be innovative, to carry on long-term business with customers etc. but it is seem to us they are all so-called. They want but they do not do anything to achieve them. On the other side, CGR is an innovative company. It creates product differentiation, cares about improving itself as a company, using developed technology. They seriously consider the quality and the customer satisfaction. Briefly, organizational culture of OSP is distant to its principal.
c. National culture differences between OSP and its Italian partner (CGR):

What is National Culture?

Culture can be explained in many ways; however I would rather use the definitions of the two theorists’ who have mastered the subject matter; Fons Trompeenars and Geert Hofstede. According to Trompenaars: “Culture is the way in which a group of people solves problems.” And if we refer to Hofstede: “Culture is the collective programming of the mind which distinguishes the members of one human group from another.”

When we look at these two definitions, we come to the conclusion that every culture has its own codes of manners and norms of behaviour which makes it extremely difficult for an outsider to understand and conform to those differences; because mostly culture is transmitted

socially and comes to people very naturally. 

Acknowledging cultural differences is very crucial when building business relationships. In order to have an efficient collaboration with a foreign company, we need to be well aware of all the differences that may cause an inconvenience while doing business. 

There are certain factors that affect the way a society, hence an organisation behaves and operates; such as attitudes towards individualism, gender, relationships, perception of time…etc. 

To build a collaborative business relationship, a company should fully understand these dissimilarities between both cultures and act accordingly.

Comparison of both cultures:

In order to have an efficient and effective collaboration, we need to see the compatibility of both cultures; thus to achieve that we are going to use 3 methods, which were put forth by different theorists(Edward Hall, Geert Hosfstede, Richard Gesteland), to see the differences and similarities of both cultures.

Geert Hofstede: has developed the Five Dimensions of Culture method. The method examines how values in the workplace are influenced by culture based on the cultural data he has collected from 40 different countries.

Power Distance Index(PDI):   measures the degree of inequality that exists in a society.

Uncertainty Avoidance Index(UAI): measures the extent to which a society feels threatened by uncertain or ambiguous situations.

Individualism(IDV) vs. Collectivism: measures the extent to which a society is individualistic. Individualism refers

to a loosely knit social framework in a society in which people are supposed to take care of themselves and their immediate families only. The other end of the spectrum would be collectivism that occurs when there is a tight social framework in which people distinguish between in-groups and out-groups; they expect their in-groups (relatives, clans, organizations) to look after them in exchange for absolute loyalty.

Masculinity(MAS) vs. Femininity: measures the extent to which the dominant values are assertiveness, money and things (achievement), not caring for others. The other end of the spectrum would be femininity (relationship) where being modest and caring would be the dominant values. The assertive pole has been called 'masculine' and the modest, caring pole 'feminine'.

Long-Term(LTO) vs. Short-Term Orientation: Values associated with Long Term Orientation are thrift and perseverance; values associated with Short Term Orientation are respect for tradition, fulfilling social obligations, and protecting one's 'face'.

Hosfstede scored most countries based on these dimensions to measure the level of cultural differences. 

The scores of Turkey and Italy are given in the table below:

Country PDI IDV MAS UAI
Turkey 66 37 45 85
Italy 50 76 70 75

Power Distance Index
1-20 21-40 41-60 61-80 81-100 101-120 

This is one of the methods that allows us to see some significant differences between the two countries that may cause a problem in a work environment at a glimpse. 

Based on the scorings, when we look at PDI, we can 

say that Italy is more of an egalitarian country than Turkey is. Even tough the scoring is not so different, it is in a higher zone than Italy which shows us that Turkey is more hierarchical. 

There is a sharp distinction between the two countries’ scorings of IDV and MAS. This shows us that Turkey is more of a collectivist country which means they value loyalty, strong group cohesions and interpersonal connections. This is one of the reasons why the MAS is lower as well. Individualist countries like Italy, care less about personal relationships, so they are expected to be more aggressive, assertive and competitive.

The UAI scores of both countries are high and not that different from each other; however the score of Turkey puts it in a higher scored range than Italy which means both countries enjoy the rules and orders, and they do not appreciate change and differences much.

Hofstede’s method provides us lot information; however understanding one’s culture requires more information; so we are also going to get assistance from Edward Hall’s method to see the dissimilarities better.

Edward   Hall: He was an anthropologist and cross-cultural researcher who developed the concept of "High and Low Context Culture" to show the differences between cultures.

High Context: High context refers to societies or groups where people have close connections over a long period of time. Many aspects of cultural behavior are not made explicit because most members know what to do and what to think from years of interaction with each other.

Characteristics

of high contextual societies:

• Less verbally explicit communication, less written/formal information
• More internalized understandings of what is communicated
• Multiple cross-cutting ties and intersections with others
• Long term relationships
• Strong boundaries- who is accepted as belonging vs who is considered an "outsider"
• Knowledge is situational, relational.
• Decisions and activities focus around personal face-to-face relationships, often around a central person who has authority.

Low Context: Low context refers to societies where people tend to have many connections but of shorter duration or for some specific reason. In these societies, cultural behavior and beliefs may need to be spelled out explicitly so that those coming into the cultural environment know how to behave.

Characteristics of low contextual societies:

• Rule oriented, people play by external rules
• More knowledge is codified, public, external, and accessible.
• Sequencing, separation--of time, of space, of activities, of relationships
• More interpersonal connections of shorter duration
• Knowledge is more often transferable
• Task-centered. Decisions and activities focus around what needs to be done, division of responsibilities.

Time:

Monochronic time:
M-Time, as he called it, means doing one thing at a time. It assumes careful planning and scheduling and is a familiar Western approach that appears in disciplines such as 'time management'.
Monochronic people tend also to be low context.

Polychronic time
In Polychronic cultures,

human interaction is valued over time and material things, leading to a lesser concern for “getting things done” - they do get done, but more in their own time.

When we compare these definitions with the actions of both countries, we realize that both countries are high contextual and polychromic countries(i.e. more relationship oriented than task oriented, less concerned about punctuality, flexible in their relationships). We can also support this assumption with Richard Gesteland’s (a globalisation consultant and the founder of the “Toolbox” which involves 5 key variables that causes most problems while doing business across cultures) research which claims Italy to be a polychronic and expressive country. Turkey shows the same characteristics as Italy. Gesteland also claims that Italy is a hierarchical country which is also same as Turkey. 

These methods help us to understand and see the differences and similarities of two different cultures more easily. 

In a subcontracting relationship differences are more important than similarities; because the differences are the problem causing factor. For instance; a high PDI vs low PDI like Italy and Turkey could cause many inconveniences when a subcontracting agreement that would require a relationship more like a partnership.

C. SUBCONTRACTING MODELS BASED ON COLLABORATION AND COOPERATION

Collaboration is not only something where people discuss and work on something. Its definition is not simple anymore. So, what is collaboration in modern business? First of all, it is about providing

people a safe platform in which they can retrieve their working documents, look for resources that have expertise in certain areas, use it as the breeding ground for new ideas and workplace/business process improvements. And also, it can also be conducted outside of your organisation in two distinct areas – customers and suppliers/vendors.

For customers, an organisation can engage them to gain customer loyalty and also gain their insight feedback and collaboratively build products and services that customers would want. This not only provide insights of current clients in great depth but it can be used the same platform to reach out to non-customers to ask them why they are not using the company’s products or services. 

For suppliers and vendors, a collaborative platform would allow them to work with the company as one entity. This can streamline communication with vendors / suppliers to gain a better and clearer understanding of the progress of work. With a better quality of data available, better decisions can be made for day to day operations, thus potentially avoiding bigger mistakes down the track. 

In other words, a strong collaboration between the companies provides a competitive advantage to these companies. It is hard to apply and organize the collaboration. The companies should give importance to this subject. To have a strong collaboration, both firms should share their responsibilities and limits, and also should manage the relationship between each other. If this collaboration ends to success and fulfils the objective of this

business, these companies can get the opportunity to exercise greater market power. 

Outsourcing is one of those interfirm relationships which requires a strong collaboration and cooperation. It dates back to 18th century to England and has been used in many sectors since especially it received an impact in the latter half of 1980s and 1990s in the emerging sectors. Outsourcing is defined as a form of relationships between firms mostly depending upon complete or partial production of goods and services. (Erol Taymaz; 2000; Subcontracting, a model for industrial development?)

If we look at the motives of outsourcing, we can see that, to focus resources on core activities, cost reduction, to convert fixed costs to variable, to benefit from a supplier’s investment and innovation, and to improve time to market. (Chris Londsdale, Andrew Cox,; 2000; The historical development of outsourcing: the latest fad?) So, we can say that, the managers of big companies prefer outsourcing mostly for 2 reasons which are to provide cost-savings and to focus on core activities like Research and Development, distribution, sales, marketing and advertising. 

Today, in the world, there are so many outsourcing contracts between firms. According to researches, the growth of outsourcing between 1997 ($ 90 billion) and 2002 ( $120 billion) ia 16.3 %. And there is no doubt that, this ratio is greater today. (Chris Londsdale, Andrew Cox,; 2000; The historical development of outsourcing: the latest fad?)

Especially, the SMEs (Small and Medium Size Enterprises) are

the providers / subcontractors of parent firms / principles. Today, mostly in manufacturing industry like automobile and construction, the SMEs do business as subcontractors of their clients. In these sectors, subcontracting is a preferred way, because to spare parts and to deliver them to the countries is much more costly than to outsource those activities to the subcontractors which mostly are defined SMEs. 

1. Different Subcontracting Models which are used in business:

There are 4 models of outsourcing which are;
- Staff Augmentation,
- Out-tasking, 
- Project Based Outsourcing and 
- Managed Services.

In some articles, BOT (Built- Operate- Transfer) is defined as the 5th model, but in many articles, BOT is considered as a part of Project-based outsourcing.

The principles should decide which of these suit their companies’ needs. For that, the companies should consider the portfolio of the activities to be sourced, the capability of the firms and the models; should decide how much process or strategies they are willing to control and what type of principle- subcontractor relationship are they comfortable with. 

a. Staff Augmentation:

The first model is Staff Augmentation. Staff Augmentation is the basic level of all outsourcing models.   The principle adds subcontractors to increase its output as demanded. The principle controls all the resources and all the process and it has the least risk among the models. There is a short term relationship between both parties. Companies used this model when they have just begun their sourcing

maturity and when the provider- client relationship is relatively new.

We can not say that, there is a good collaboration and cooperation between firms. There is only o long distance relationship without co-planning or coworking.

Model in action: iBeam Solutions used staff augmentation as a solution to their client Inoveris by providing the space and personnel requirement for business requirements. Instead of hiring new people and expanding space, Innoveris used outsourcing as an opportunity to cut down costs, which allowed them to save US$ 10,000 per month and focus on their core competencies.

b. Out- Tasking:

This model provides further responsibility to the vendor where certain aspects of projects that you usually do in-house is outsourced. Out tasking model is the outsourcing of identified tasks, not the whole project. The parent firm breaks the project into tasks and outsources the tasks to the subcontractors. Out- tasking is suitable for short term needs where clients have some identified skill gaps in their sourcing requirements. It is also not an exact partnership as the principle takes on limited risks and is not an efficient long term approach to reach a more sophisticated level of outsourcing. 
In Out- tasking model, it can be said that, the collaboration and cooperation system is better than that in Staff augmentation model, but it is still simple and has low level of relationship. 

Model in Action: Rutgers, an educational institution in New Jersey, wanted to streamline its operations by acting like a Fortune 500

company while maintaining the depth of its academic and research programs. They employed Verizon to provide a cost-effective structure for a flexible web application for their 60,000-plus student registration. With added tasking needed only for periods of enrollment, out-tasking perfectly fits for making this institution more business-like. This enabled Rutgers to keep up with demand for information access and enable it to attract top-level faculty and students.

c. Project- based outsourcing:

Project- Based Outsourcing is that the subcontractor takes control over an outsourced project and responsibility of risks. The principle does not get involved in daily operations, mostly focuses on final results of the project.   Unlike Out- tasking, the contractor- principle partnership is the basis of this model. Both the outsourcer and the subcontractor should share their responsibilities, so trust and good communication is important for this model.

There is a good collaboration and cooperation in this model. Because, it is necessary to share responsibilities and have a strong cooperation between two parties. Without a good collaboration, the companies may have problems to make better decisions about the operations, project and business, and also it prevents the big mistakes which companies may potentially do.

Model in Action: Orbys acted as the consultant for Allied Irish Bank when it went into Poland by buying two Polish banks, merging them and deploying a new branch banking system. Projects included information gathering, creating a framework,

drafting work packages, building a detailed commercial model, and leading negotiations over 9 weeks. Working with this model provided a smooth transition for the bank upon entering a new country while focusing on post-rollout strategies. As such, they were not bogged down by policy matters, which are considered to be a non-core competency of the bank.

d. Managed Services:

Managed Services models include long-term engagement between two parties. In this model, projects are considered as part of a system where a competency of the outsourcers’ business is managed. It is called as High Outsourcing Maturity. This model is based upon mutual trust of the client and vendor. There needs to be trust, efficient governance and a strong communication mechanism and high transparency between the firms. It is a true partnership, because the parties share the risks and rewards. The preference of this model is increasing, because it provides a long term partnership and collaboration. 

We can say that, in this model, there is a perfect collaboration and cooperation. Two companies trust each other and with a good communication, they work together as they share all the risks and rewards of the business. Besides, since there is a true partnership in this model, they make the decisions about the business they do together.

Model in Action: Clifford Chance, one of the largest law firms in the world, asked Integreon to support its administrative functions. Here, the whole process is implemented by the vendor and is done over multiple cycles. For the two years

that these two companies worked together, quality assurance of the administrative work, where physical and data security is of importance, has been met. This outsourcing model has cut costs (US$18 million annual savings) for Clifford Chance while retaining the same high standards. Moreover, Integreon acts not only as a consultant but also as a strategic business partner.

Now let’s see a brief overview of these models’ advantages and disadvantages: (Manish Subramanian, Rohini Williams; 2007; Outsourcing Models: Aligning Sourcing Strategy to Business Objectives)



Generally, especially in developed countries, the international big companies prefer Staff Augmentation model in the automotive sector as it has limited risk and it is easier for them. However, for the SMEs in the sector, it is not a good model. The uncertainty in the business is a threat for them and they can not see their future properly. Besides, this model may also cause a problem for the outsourcer, because, there is a risk of subcontractor quality.   As you see above, the preference of this model is decreasing and the project based outsourcing and managed services model is starting to be preferred by the companies which think that the long term engagement is more beneficial and efficient for their business.

We think that, the Project- Based Outsourcing or Managed Services Model can be better for two parties. Because, long term engagement and shared risks provide competitive advantage for the firms. Although Managed Service model has a higher sourcing maturity and a more

sophisticated level of outsourcing, we didn’t choose it; because, there need to be a very strong financial structure, a perfect transparency, trust and communication mechanism and infrastructure for this model. However, neither OSP nor its outsourcer is not ready for this kind of engagement. So, a partnership based on a project could be a good start for both parties to know, trust and communicate each other. Besides, out-tasking model may be also preferred, but as you see, it has not a high sourcing maturity and it is also a short term partnership. If we agree that, a long term partnership is more efficient and beneficial for both firms, we should not choose this model, too. 

2. Analysis of Project Based Outsourcing Model:

In a project based outsourcing model, the subcontractor takes control over an outsourced project and the responsibility of all the tasks of the project. The outsourcer does not interested in day to day operational matters, only focuses on the final result of the project. It is a very helpful model to access subcontractor capabilities. Because, in this model, the outsourcer can reach high quality delivery from low cost locations.

The partnership between the principle and the subcontractor is very important in this model. While the subcontractor runs the entire project, the principle benchmarks and monitors the outcomes. And also, the principle retains the business risks of the activities of the project. 

The benefits of the models can be listed as;
- It increased the avenues of subcontractors while they do their best

practices.
- The subcontractor is only accountant from the final results.
- Both parties share not only the rewards but also the risks.

In other words, it provides the principle to relinquish from daily operation of a project; it requires a better understanding and appreciation of the model and creates an almost perfect collaboration between two parties and also enables a competitive advantage to have a market power. 

If our aim is to be stronger, forward- looking, innovative confident about the future, it is necessary to constitute a strong collaboration with its clients and to keep it for a long time. Thus, they can do investment without any fear, do their best practices with a great confidence and get the market power with an important competitive advantage. We think that, project based outsourcing model is the best way to reach these aims. It provides collaboration and cooperation, it enables trust and long- term engagement and it has a high level of sourcing maturity. 

And, OSP has a potential and power to apply this model, and with some changes and implementation, there is no doubt that OSP can convince its Italian partner and make them trust OSP and its business. Therefore, the success will come after these. 

a. Analysis of Project based model in terms of Communication;

Project-based’ is required a serious and good planning and designing part, because it is an long term relationship. The process will be strong with Computer Aided Design System. (CAD System) 

CAD System is the most efficient communication technology model

for   project based model.   CAD is the use of computer technolgy for the design of object, virtual and real. Because, at that process, the companies tell each other whatever they want easily. Especially, in subcontracting sector CAD is an effective way to define to products demanded. Companies can draw shape of products as 3 dimensions with feature of CAD. 

Thanks to CAD, fast and clear communication process is possible. In addition to that, CAD is an essential way to strenghen collaboration and cooperation.

The CAD software helps subcontractor in visualizing the final product that is to be made, it subassemblies and the constituent parts. The product can also be given animation and see how the actual product will work, thus helping the subcontractor to immediately make the modifications if required. CAD software helps designer in analyzing, and documenting the design. All these factors help to increase in the productivity of the subcontractor.

When we look at the communication technolgies, there are lots of ways to have effective communication. For example, Information Technology (IT) is the use of computer and software to manage information. With the help of information technology, communication has also become cheaper, quicker, and more efficient. We can now communicate with anyone around the globe by simply text messaging them or sending them an email for an almost instantaneous response. The internet has also opened up face to face direct communication from different parts of the world thanks to the helps of video conferencing. And

also, IT has made it possible for businesses to be open 24 x7 all over the globe. This means that a business can be open anytime anywhere, making purchases from different countries easier and more convenient. It also means that you can have your goods delivered right to your doorstep with having to move a single muscle.

In some companies, this is referred to as Management Information System (MIS) or simply as Information Services (IS). MIS combines technology with business to get people the information they need to do their jobs better, faster and smarter. MIS professionals work as system analysis, project managers, system administrators, etc. communicating directly with staff and management across the organisation.   

Effective management information systems are needed by all business organization because of the increased complexity and rate of change of today’s business environment. For Example, Marketing manager need information about sales performance and trends, financial manger returns, production managers needs information analyzing resources requirement and worker productivity and personnel manager require information concerning employee compensation and professional development. Thus, effective management information systems must be developed to provide modern managers with the specific marketing, financial, production and personnel information products they required to support their decision making responsibilities. 

Computer Aided Design System CAD) is the use of computer technology for the design of objects, real and virtual.

CAD often involves more than just shapes (three dimensionals objects). As in the manual drafting of technical and engineering drawing, the output of CAD often must convey also symbolic information such as materials, processes, dimension and tolerances, according to application-specific conventions.

At that time, if it is necessary to mention OSP working process, it does not have high technology.

OSP has not a strong communication network. Although there are lots communication technologies, it has not adopted any of them yet. Whereas, it helps them lots of areas such as, fast product distribution, finding new firm and markets, effective customer service and communication with their partners. They do not apply IT in entirely and professionally. According to their working process, we can say that their communication techniques are close to IT methods out of communication technologies. They still use phone, internet, messenger and e-mail. Thus, it is not possible to expect effective communication with their internal and especially external partners. Not only OSP, but also other similar companies do not give importance communication technologies. As subcontractor sector, companies do not need to benefit from high level technology.

b. Analysis of Project based model in terms of Organizational Culture;

Collaboration and cooperation is necessary for a more advanced subcontracting relationships. 

A strong collaboration between the companies provides them a competitive advantage. However, inadequate subcontracting management has frequently resulted

in an adversarial relationship between main contractors and their subcontractors. In our case, project-based outsourcing model is the most proper one.

In project-based outsourcing model, the main company gives away day-to-day operational control of a specific project to a service partner provider. It means the main company will not be focusing on the daily operations. It deals with the final result, desired outcomes. Here the vendor acts as its partner, and necessary competencies in completing a project are handled by the vendor. In this model, the intervention of the principal is limited. This charges responsibility to subcontractor besides giving relaxed working opportunity. Thus, subcontractor needs to be in a strong financial position and to use effective communication skills both inside and outside the company. Exchanging information, speed of information flow becomes more important at this point. It requires multiple reporting lines and an effective teamwork. The project is carried on by the whole company and everyone is responsible for the project. That makes efficient teamwork and rapid feedback extremely important. This model brings the vendor to a strong position, more likely to an equal position. Moreover, it helps to build long-term business relationships.

Whereas organizational structure is easy to describe and draw, organizational culture is less tengible. One person cannot create a culture alone. Organizational culture is something can change, even it is difficult, and culture change is a process of give and take by all

members of an organization. Every member of the organization needs to adopt business ethics and trust. Who wants to work with an unreliable company? So, trust is the very first element of the organizational culture that a company has to consider. It is easy to lose, but difficult to build.

Quality and innovation are other crucial points in this case. In such business relationships unqualified good may end the company’s existence in the sector. Bad reputation follows you in everywhere. You, as a company, are the combination of people’s thoughts about you. Thus, caring about the quality and seeking the ways to develop it is vital for a company who want to improve. Indisputable, open-minded companies are one step ahead in business world. That is why it is essential to follow the innovations, and developing technology, to apply them as much as possible, to make investments, and to focus on R&D. All these are important for an advanced subcontracting relationship, and provide competitive advantages to the company.

Change of culture in the organizations is very important and inevitable. Cultural innovation is bound to be more difficult than cultural maintenance. It is very important to keep in mind that change in organizations starts with the leader. Organizations are mostly influenced by the organization’s founder, executives, and other managerial staff because of their role in decision making and strategic direction. It means members especially leaders, are need to be aware of the impact of their behavior on the organization's culture. People

often resist changes hence it is the duty of the management to convince people that likely gain will outweigh the losses.

c. Analysis of Project based model in terms of National Culture;

This particular model would require a long term relationship (which means cultural differences would reveal themselves more often), a partnership built on trust and hence; more responsibility and risk. 

When we examine this model in terms of national culture; based on the requirements of the model we can say that this type of an agreement would necessitate an egalitarian relationship; since a partnership is implied in the contract. To have more of an egalitarian relationship, both parties’ MAS and PDI should be at a balance. Because otherwise it would more of a boss-employee relationship rather than a partnership. IDV becomes important at this point; because collectivism is important in a partnership ( a partnership would require more collaboration and cooperation, so low IDV is important). UAI becomes very important as well, especially for the subcontracting company; since the principle company does not get involved in daily operations and only focuses on the end result, this means when they place an order they do not get involved with the production; so when they need something new or innovative they would not show them how to do it, they just require it. This means the subcontracting has to be open to new ideas and be prepared to provide the principle company what they need. Depending on the country this type of an agreement could have required a low 

context relationship; however in our case, both parties being high context countries, it is in best interest of both the principle and the subcontracting company to have high contextual relationship.

C. IMPLEMENTATION OF PROJECT BASED OUTSOURCING MODEL

In order to implement and adopt a business model, a company should change some business and functional points and focus on its core competencies.

1. Core competencies which can be used for implementation:

For the application of Project- based outsourcing model, it is necessary to determine the resources and abilities of the company and to focus on the core competencies of OSP. 

Core competency is a specific factor that a business sees as being central to the way it. It provides consumer benefits, it should be difficult to imitate and it can be leveraged widely to many products and markets.

Determining core competencies for a company is very important for implementation a business model; because, if a company can be aware of its strengths and key abilities and also it weaknesses, it can be easier to do business, to do investment or to adopt a new business model. Besides, it is important to have a strong collaboration with other companies they work with and its clients. Being aware of core competencies makes that company focus on these competencies and resources.

A company can have some resources and abilities. However, it does not mean that, these all resources and abilities are core competencies of the company. The resources and the abilities are used only for functional and business

strategy of a company, but the core competencies are used for forming the company strategy and the mission statement of the company. 

In order to implement Project- based outsourcing model, OSP should list its resources and abilities at first and then focus on its core competencies. 

We think that, some of resources and abilities of OSP are physical location, physical resources (warehouses, equipments), strong financial structure, sensitivity to the demands of the market, supplier and client loyalty, flexibility, product diversity, company reputation, balance of quality and price and its warranties. 

However, what is the core competency of OSP? It can be seen that, OSP has not determine its core competency or is not aware of its core competencies and it creates a very important problem. As we said before, it is very crucial to determine core competencies to implement Project- based model; because in the process of this collaboration, even for deciding and planning the project of the business, it is necessary to be aware of the core competencies, and to focus on them. 

We think that, flexibility may be a core competency of OSP. They are flexible to determine their strategies according to the market to the demands of the clients. If there is a trend about a product or a delivery system or a payment system, OSP can correspond to it easily. And also if there is a different demand of a client, they can easily respond to this demand. It shows that they are sensitive to the demand and it is very important characteristic for a subcontracting

company.

In addition, the prices and the quality of their products may be a good core competency. Because, OSP products are well known as being cheap like Chinese products and having quality like European products. The balance between price and quality is settled well and it creates a good competitive advantage for them. So, we can say that, OSP should focus on this resource of itself and try to highlights it.

Besides, having a strong financial structure is very important because OSP’s Italian partners give importance to that. Being financially strong makes its partners trust OSP and comfortable about doing business with OSP. It is necessary to focus on this ability. 

However, there are also some core competencies which OSP should have in order to implement Project- based model like being innovative, information techniques, marketing and promotion abilities, being sensitive to the technologic development, design and planning. 

The partners, who OSP wants to work with and to have a strong collaboration with, wait for these competencies from their partners. Because not being innovative about techniques, design and technologies is not acceptable for this kind of collaboration. There is a tough competition in the sector and it seems that other subcontracting companies are as good as OSP. So, it is necessary to be different for them and adopt new competencies in order to have a competitive advantage and to get the market power.

2. Key points to change for implementation:

There are some characteristics and business & functional strategies

to change in order to adopt the Project based outsourcing. Now, let’s analyze these important points in terms communication, organizational culture and national culture.

a. Communication: 

Almost all professional subcontractors (94%) adopt a   Computer Aided Design System (CAD). OSP, as a subcontractor company, need to be use CAD system in order to implement project based model. It is not a new system but it is used most of areas for today. Especially, it is   an indispensible way for designers, engineers, subcontractors, etc.   

For OSP, adapting to CAD System is a long process because and that kind of systems requires a long time to work and also its training takes lots of time.   When viewed from this aspect, OSP do not have too much time and number of employee is not enough to work such kind of a system.

There are some companies which help companies to implement CAD System. CAD specialists have helped hundreds of companies develop CAD standards and custom curriculum. During that time, there are some plans for implementing CAD in the most effective way possible. 

• Conducting an analysis of your existing methodologies and determine your short and long term goals. 
• Submiting   a written proposal, outlining the scope of the project, including timelines, tings, price, and deliverables. 
• (When accepted the proposa)l scheduling a series of meetings where you provide vital, detailed information about your current drawing methodologies. 
• After gathering the necessary information, developing the detailed CAD standards for the

company and also developing a reference manual documenting your drawing standards and procedures. 
• Creating a customized training curriculum, based on your company standards and procedures.

After that process, company adopts CAD System and thanks to this, it has an more effective and faster communication with their partner and also increase their productivity.   

b. Organizational Culture:

OSP needs to have rapid feedback in stead of slow feedback. In the same manner, the speed of information flow is need to be faster in order to correct the mistakes, misunderstandings, and conflicts at the right time. Intranet is a very common and useful tool to make faster exchanging the information.

Since the conflicts and misunderstandings affect the company’s performance end efficiency, it is necessary for OSP to develop the organizational culture. More definite job descriptions and more precised responsabilities are need to be explained to the employees. In this sense, OSP needs a leader like a general manager of the administrative departments who works with the employees to orient them and define the responsability of each person.

The company needs to pay attention to quality subject as well as profit. Their priority needs to concrete on more qualified goods. For this purpose, it is necessary to build a quality control system, and a R&D department. Thanks to this, it will be possible to be aware and follow the innovations in the sector. Innovative approach is necessary to be adopted to every member of the company from the top to the bottom

of the organization. As it is mentioned before, the open-minded companies are one step ahead from the others. In fact, these are parts of investments to the current and the further existence of the company.

Providing and maintaining customer satisfaction is also important as well as quality. Without good communication, providing qualified goods to them is not enough by itself. At this point rewarding the employees is included to the subject. Rewards increase the motivation of the employees so, they work with more ambitious. When the employees are motivated, psychologically they feel themselves better. This will have positive impacts on their communication abilities with the customers. When they are in direct communication with customers, their good manner contributes to convince the customers on a deal or to build more close relationships or to deal with the conflicts.

c. National Culture: 

When we look at the three theorists’ models mentioned before; both countries show many dissimilarities as well as similarities.

In terms of being polychromic, hierarchal and high contextual; both countries are similar which affords an opportunity for OSP. If we expand the meaning of these cultural characteristics:

Being both from expressive cultures would mean that; none of them would have to be concerned about being over expressive (with body language, gestures or by being loud) and offending the other party. Because in some cultures, like Asian, it can be regarded as rude and intimidating.

Both companies have a synchronic culture which means

building personal relationships is important for both of them.

However the similarities are not as important as dissimilarities. In order to build an efficient collaborative business relationship with this model, we would need to focus on overcoming the difficulties that might be caused by the cultural differences we mentioned earlier in the report.

One of the most important differences when we look at Hofstede’s model is PDI. Even though Gesteland’s studies shows that both countries are hierarchal, Turkey takes place in a higher zone than Italy which would cause a problem in a project based model; since it requires a partnership.

To collaborate better with its principle company, Turkey should adopt more of an egalitarian attitude. 

When we look at Hofstede’s scorings, we notice that the IDV and MAS scorings of Turkey are quite low in comparison to Italy. Low MAS would put Turkey in a disadvantageous position in case of a partnership. Because in case of a disagreement, the opposite side would get very aggressive to get what they want and the Turkish company would have no other chance than agreeing to opposite side’s decision. Thus the subcontracting company should become more aggressive and assertive.

Being innovative and open to new ideas would play a crucial role in a contract like this one. However if we refer to Hofstede’s score table once again, we see that Turkey is one of the highest UAI rated countries. Italy’s rating is also high; but it is more significant for the subcontracting company in this case.

Because even though

the “Project Based Model” is more of a partnership, the subcontracting company is the still the manufacturer which means they are expected to produce anything they are ordered. Thus, if the principle company asks the subcontracting company to manufacture a new product that they have never produced before, they should be prepared and willing to do what they are asked for. In order to be able to do that, they should be more open to new ideas, be more resourceful and innovative.

E. CONCLUSION

F. RECOMMENDATION

➢ During the drawing process, product problems can predict with CAD and overcome these problems easily. So, OSP need to be adopting as soon as possible.

➢ Doing for that, OSP should come an agreement with a company to get help implementation of CAD System. ( Synergis Engineering Design Solution is an example of the these kind of companies.)

➢ After doing an agreement, as OSP makes this training obligatory for the related department.

➢ Apart from these, OSP need to design new web site. Necessary information are placed clearly and it is updated frequently.

➢ OSP should formulate a clear strategic vision. This vision provides the intention and direction for the cultural change.

➢ OSP should have a leader, who has necessary abilities to orient and encourage the employees for the necessary changes, and to determine each worker’s responsibility definitely.

➢ OSP should display top management commitment. It is very important to keep in mind that culture change must be managed from the top of the organization. The top 

of the organization should be very much in favor of the change in order to actually implement the change in the rest of the organization.

➢ The behavior of the management should symbolize the kinds of values and behaviors in order to be realized them by the rest of the company.

➢ By using intranet within the company OSP should provide rapid feedback and should accelerate the information flow process in order to correct any of the mistakes, misunderstanding, and to solve the problems on time.

➢ The company should focus on quality, follow the innovations in the sector. For this purpose, it is necessary to build a quality control system and create a R&D department. 

➢ Maximum customer satisfaction, beside quality and best price, should also be provided in terms of communication with the customers.

➢ OSP should reward its employees in order to motivate them, and to maximize their performance. 

➢ It should be made new arrangements on location, and ambiance of the work environments. It reduces the distance between employees and the manager staff. It facilitates to make contact. Moreover, it has positive effects on their performance.

➢ It should be selected new comers. A way to implement a culture is to connect it to organizational membership. New people can be selected in terms of their fit with the new culture. Even if it seems like a fundamental change, this may bring new blood to the company.

➢ OSP should be more egalitarian, assertive and aggressive.

➢ OSP should be more innovative and open minded which would require to be

more resourceful and prepared.

➢ 
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