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ABSTRACT

Vendor Development Programmes (VDPs) are increasingly recognised as strategic
mechanisms for strengthening buyer and supplier relationships, improving supply
chain efficiency, and driving innovation. This study explores the benefits of VDPs
within the oil and gas sector, an industry characterised by complex supply chains,
stringent quality requirements, and high operational risks. The findings suggest that
VDPs provide notable advantages to buyers, including enhanced cost control, assured
supply reliability, and preferential treatment from suppliers. For suppliers, VDPs
create opportunities for bilateral knowledge sharing, capability enhancement,
reputational growth, and sustained business expansion. By fostering collaboration and
long-term partnerships, VDPs demonstrate their potential to transform procurement
practices into value driven and innovation focused processes, ultimately contributing
to a more resilient and competitive oil and gas supply chain.
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1. INTRODUCTION

Vendor Development Programmes (VDPs) are strategic initiatives designed to
strengthen the supplier base, with the overarching aim of improving competitiveness
(Lano et al., 2025), enhancing product and service quality (Mullaivendan & Morais,
2022), reducing procurement costs (Pero et al., 2021) and fostering innovation across
the supply chain (Anderson et al., 2023). VDPs are widely utilised in industries such
as healthcare (Mbwasi et al., 2022), automotive manufacturing (Modungwa et al.,
2021), and telecommunications (Mutegi & Charles, 2023), where rapid technological
advancements and evolving market demands necessitate close collaboration and
capability development between buyers and suppliers.
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Despite the growing application of VDPs in many industries, research on VDP
implementation in the oil and gas industry remains limited. Existing studies in this
field have primarily focused on specific aspects of supplier development, such as
buyer supplier relationships (Alhammadi et al., 2024; Alhammadi et al., 2023),
sustainability practices (Atstaja & Mukem, 2024; Saghiri & Mirzabeiki, 2021), or
supplier performance (Oke et al., 2024), rather than examining VDPs from a
comprehensive supply chain perspective. Consequently, there is still limited
understanding of how VDPs generate broader and interconnected benefits for both
buyers and suppliers within the oil and gas supply chain. Addressing this gap is
important because the industry operates in a complex and high-risk environment that
relies heavily on capable and reliable suppliers.

As the oil and gas industry market dynamics shift towards cost efficiency,
operational agility, and sustainability, the importance of implementing structured
VDPs is increasingly being recognised within this sector. To address this research
gap, the present study seeks to explore the direct impacts and overall benefits of VDPs
for both buyers and suppliers in the oil and gas industry. By adopting an integrative
approach, this study aims to provide a comprehensive understanding of how these
programmes influence overall supply chain performance. The findings are anticipated
to highlight practices and benefits observed in other sectors, which can, in turn,
contribute to enhanced competitiveness and long-term value creation within the oil
and gas industry.

2. LITERATURE REVIEW

VDPs deliver a range of strategic benefits that extend beyond traditional procurement
objectives. These initiatives enhance supplier capabilities, strengthen reliability, and
improve overall supply chain performance, thereby contributing to the organisation’s
competitiveness. Furthermore, VDPs are increasingly aligned with broader
organisational priorities such as sustainability, operational resilience, and risk
mitigation, making them particularly valuable in sectors with high operational
demands and regulatory pressures. Seminal contributions by Leenders (1989) and
more recent studies by Dvorsky et al. (2021), Saghiri and Mirzabeiki (2021), and
Onofrei et al. (2020) provide empirical support for these outcomes. Most of existing
insights are derived from research conducted in manufacturing and service industries,
which may not adequately capture the distinct operational characteristics of the oil
and gas industry. Oil and gas industry is highly capital intensive, operates under
stringent regulatory and safety requirements, and relies heavily on specialised
suppliers, all of which demand more structured and collaborative approaches to
vendor development. Consequently, current literature offers limited understanding of
how VDPs operate within the oil and gas supply chain and how they contribute to
strategic value creation in such a complex environment (Atstaja & Mukem, 2024).
These limitations highlight the need for more industry focused research that examines
VDP from a broader supply chain perspective within the oil and gas industry.

From an innovation perspective, VDPs serve as catalysts for technological
advancement and process improvement. By encouraging suppliers to integrate digital
tools, adopt enhanced quality control systems, and pursue continuous improvement,
these programmes enable organisations to remain competitive in rapidly evolving
industrial landscapes. The positive relationship between VDP engagement and
innovation has been documented in recent research, including Atstaja and Mukem
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(2024), Du et al. (2023), and Wang et al. (2020). However, much of the existing
evidence is drawn from studies conducted across general industrial settings and
therefore may not adequately reflect the specific operational conditions of the oil and
gas industry. Oil and gas industry functions within highly complex environments
characterised by stringent safety standards, substantial capital investments, and heavy
reliance on specialised suppliers, all of which can affect how innovation initiatives
within VDPs are implemented and maintained. As a result, the current body of
literature offers limited understanding of how VDP driven innovation supports
technological and process advancements within the oil and gas supply chain (Liu, Du,
& Kang, 2026). This gap highlights the need for further research to explore how VDPs
facilitate innovation within the distinctive operational context of the oil and gas
industry.

Equally important is the role of VDPs in relationship building, as these
programmes foster trust-based, long-term partnerships between buyers and suppliers.
Such relationships encourage collaborative problem-solving, joint value creation, and
greater supply chain stability, moving interactions beyond transactional exchanges.
By embedding relational principles into vendor governance frameworks,
organisations can secure mutual growth and reduce dependency-related risks. The
significance of this relational dimension is highlighted in the work of Alhammadi et
al. (2024), Alhammadi et al. (2023), Qian et al. (2023) and Tran et al. (2022).
Although VDPs emphasise trust based and long-term relationships, this relational
approach alone may be insufficient in the oil and gas industry due to the sector’s high
operational risk, strict regulatory requirements, and complex procurement processes.
In such environments, formal governance mechanisms, contractual clarity, and
compliance monitoring are often more critical than relational trust alone to ensure
supplier reliability and safety performance. Additionally, the industry relies on
specialised suppliers and complex project structures, which increases uncertainty and
limits the effectiveness of relationship-based collaboration without strong risk
management and contractual controls (Agu et al., 2024). Therefore, further studies
need to be conducted to gain a deeper understanding of VDP implementation in the
oil and gas industry.

Table 1 presents a summary of the relationship between VDPs and their
contributions across three key dimensions: strategic advantages, innovation, and
relationship development. While the literature reviewed encompasses findings from a
variety of industrial contexts, the insights derived provide a valuable reference point
for guiding the effective design and implementation of VDPs within the oil and gas
industry.

Table 1: Summary of key themes on Vendor Development Programmes (VDPs).

Theme Key Contributions Industries Extant Literature
Strategic e Enhances supplier capability Cross-industry; evolving Dvorsky et al
Benefits and reliability focus on  resilience, (2021); Saghiri and
e Improves supply chain efﬁciency n procurement Mirzabeiki (2021);
performance and practices Onofrei et al
competitiveness (2020); Leenders
e Addresses sustainability and (1989)

risk mitigation goals
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Theme Key Contributions Industries Extant Literature
Innovation o Stimulates technological Oil & gas, manufacturing, Liu et al. (2026);
advancement and process and engineering sectors Atstdja and Mukem
innovation where efficiency, safety (2024); Du et al.
e Encourages suppliers to and tech adoption are key (2023); Wang et al.
adopt digital tools and (2020)
quality system
e Supports continuous
improvement
Relationship e Fosters long-term, trust Strategic sourcing; vendor Agu et al. (2024);
Building based  buyer  supplier governance models aimed Alhammadi et al.
relationship at mutual growth and (2024); Alhammadi
e Encourages joint value creation dependency reduction et al. (2023); Qian
and collaboration et al. (2023); Tran
e Moves beyond transactional etal. (2022)
engagement

2.1. Benefits of vendor development programme from buyer perspective

VDPs offer a range of benefits to buyers, particularly in optimising overall supply
chain processes. However, many buyers remain unaware of these advantages and are
hesitant to embrace the implementation of such an initiative. The following section
outlines several key benefits of VDPs to buyers as identified in previous scholarly
research.

Firstly, VDPs play a critical role in fostering strategically aligned and
collaborative relationships between buyers and suppliers (Qian et al., 2023). By
engaging in structured initiatives such as joint audits, systematic performance
assessments, and targeted capability-building interventions, both parties cultivate
enhanced trust, transparency, and mutual commitment. This paradigm shifts the
interaction from traditional adversarial negotiations towards a partnership-oriented
model, wherein the focus is placed on long-term strategic objectives and shared value
creation rather than short-term transactional gains. As noted by Anderson et al. (2023),
such collaborative practices significantly enhance supplier responsiveness, ensuring
that supplier competencies and outputs are closely aligned with the broader strategic
imperatives of the purchasing organisation. This alignment not only strengthens
operational efficiency but also enhances the overall resilience and adaptability of the
supply chain.

Secondly, suppliers participating in VDPs frequently extend preferential treatment
to buyers who actively invest in their growth and capability enhancement (Schiele,
2022). Such preferential practices may manifest through expedited delivery
schedules, tailored product configurations, or priority access to emerging
technologies. In addition, suppliers tend to offer more competitive pricing structures
and greater contractual flexibility to buyers who exhibit a sustained commitment to
fostering long-term collaboration. According to Mullaivendan and Morais (2022),
buyers who strategically support suppliers through these development initiatives often
secure a competitive edge, particularly during periods of heightened market demand
or resource constraints.

Thirdly, VDPs contribute significantly to ensuring the steady and reliable
provision of materials and services, by enhancing supplier capabilities and reinforcing
supply chain continuity (Najafi et al., 2022). VDPs are able to minimise supply chain
risk. The structured and cooperative nature of VDPs not only enhances operational
reliability but also aligns both buyers and suppliers towards shared goals of efficiency
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and long-term stability. VDPs can agree stock holding, calloff, or capacity reservation
arrangements in which suppliers position materials, equipment, or services in line with
the buyer’s technical specifications and project timeline (Baki, 2021). Buyers outside
such programmes typically lack this preferential access and may have to compete in
the open market for limited inventory or service slots. This differentiation is especially
critical in industries such as oil and gas, where supply interruptions can trigger costly
delays, lost production, and wider operational risks. Mature VDPs commonly
incorporate supplier capacity building, contingency planning, and structured
performance monitoring, all of which strengthen suppliers’ ability to respond reliably
to fluctuating demand conditions.

Fourthly, VDPs enable buyers to secure stable and predictable pricing structures
through long-term contractual agreements. By committing to extended partnerships,
buyers can reduce the uncertainty faced by suppliers, which in turn mitigates the
adverse effects of market price volatility (Svoboda et al., 2021). Even in fluctuating
market conditions, such as currency fluctuations or raw material price surges, buyers
are often able to maintain agreed pricing levels, thereby safeguarding cost stability.
Furthermore, these programmes facilitate collaborative cost reduction initiatives,
where buyers and suppliers work together to identify process efficiencies and value
engineering opportunities. As noted by Pero et al. (2021), the resulting cost
advantages frequently translate into shared value creation, strengthening both parties’
competitiveness and supporting a sustainable long-term advantage (Saghiri &
Mirzabeiki, 2021).

Finally, by fostering closer and more strategic partnerships with suppliers, buyers
can stimulate innovation in areas such as equipment engineering, maintenance
practices, and the deployment of digital solutions, including automation and
predictive analytics (Du et al., 2023; Wang et al., 2020). Such advancements have the
capacity to minimise operational downtime, enhance safety measures, and improve
overall supply chain efficiency. In addition, structured VDP initiatives can strengthen
risk management by ensuring that vendors are well prepared to comply with changing
regulatory standards and are capable of adapting to market fluctuations. In the oil and
gas industry, where cost competitiveness, operational reliability, and efficiency are
crucial, a carefully executed VDP can serve as a powerful strategic mechanism for
both operational improvements and the creation of long-term value.

2.2. Benefits of vendor development programme from supplier perspective
VDPs offer substantial benefits not only to buyers but also to suppliers. However,
many suppliers remain unaware of the valuable advantages these programmes
provide, leading to hesitancy or reluctance to participate. This section highlights and
discusses several key benefits of VDPs to suppliers, drawing on insights and evidence
from previous scholarly research.

Firstly, suppliers can derive numerous benefits from participating in VDPs
through structured knowledge sharing initiatives (Butt et al., 2023). VDPs facilitate
the transfer of critical insights from buyers, such as quality expectations, regulatory
compliance requirements, advanced forecasting techniques, and digital reporting
standards. By leveraging this shared expertise, suppliers can enhance their technical
capabilities, adopt industry best practices, and streamline operational processes. This
collaborative learning not only reduces inefficiencies and costly trial and error efforts
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but also strengthens the supplier’s ability to innovate and remain competitive in the
market (Sikombe & Phiri, 2021).

Secondly, as part of VDP initiatives, suppliers may be required to realign
production schedules, optimize resource allocation, and undertake targeted
restructuring of internal processes to meet the buyer’s performance benchmarks
(Toufighi et al., 2024). Such restructuring can include streamlining workflows,
adopting standardised documentation practices, and strengthening quality control
systems to improve operational consistency. In addition, suppliers may need to
establish or refine dedicated roles such as key account managers or compliance leads
to maintain alignment with VDP objectives over time (Sikombe & Phiri, 2021).
Process standardisation helps eliminate redundant and non-value adding activities
while creating a structured platform for continuous improvement and operational
excellence.

Thirdly, participation in a VDP also often serves as a mark of credibility,
operational excellence, and strategic dependability within the wider marketplace.
Such association with a structured and reputable development initiative in VDP
enhances the supplier’s reputation (Hudnurkar et al., 2025), signalling to potential
customers and industry stakeholders that the supplier meets rigorous quality,
performance, and governance standards (Fan et al., 2021). This reputational advantage
can provide a competitive edge during tender processes, facilitate access to high value
clients, and strengthen the supplier’s market position. When combined with
measurable performance improvements, this enhanced standing can justify premium
pricing and reinforce supplier long-term business growth.

Fourthly, a well-executed VDP fosters sustained business opportunities by
strengthening buyer confidence in the supplier’s capabilities. When a supplier
demonstrates reliability and consistent performance through the VDP framework,
buyers are more inclined to engage in repeated transactions and award future projects
(Toufighi et al., 2024). Furthermore, VDP participation can open avenues for
additional opportunities, such as collaborations with subsidiaries, joint ventures, or
partner ecosystems, which may result in spill over contracts. The establishment of
long-term, trust-based relationships also helps to mitigate the adverse effects of
cyclical market downturns, enhancing revenue stability and reducing reliance on
opportunistic, short-term business deals (Tran et al., 2022).

Fifthly, VDPs often serve as catalysts for multi-dimensional capability
enhancement, enabling suppliers to simultaneously strengthen their technical,
operational and strategic competencies (Qiao et al., 2022; Lorenzen et al., 2020).
Participation in VDPs frequently drives suppliers to adopt higher grade materials,
enforce stricter engineering tolerances, improve calibration practices, and enhance
product traceability. Moreover, engagement in VDPs provides suppliers with greater
exposure to buyer roadmaps and performance expectations, prompting the
development of structured improvement pipelines that combine incremental process
enhancements with periodic breakthrough innovations tailored to upcoming project
requirements. Collectively, these advancements facilitate the shift from a purely
transactional supply relationship to a performance driven partnership, thereby
positioning suppliers for greater competitiveness in highly demanding markets (Qiao
et al., 2024).

Finally, VDPs are primarily aimed at enhancing the quality of products and
services provided by suppliers (Gunawan et al., 2024). Through ongoing
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collaboration, performance monitoring, and consistent business interactions, suppliers
gain clearer insights into the buyer’s requirements and are encouraged to continuously
maintain or exceed expected quality levels. This forward-looking approach helps
reduce the occurrence of quality issues such as nonconformance reports (NCRs),
rework, and product defects, which in turn lowers operational and corrective costs for
buyers. Additionally, the provision of high-quality inputs strengthens the overall
reliability and performance of the buyer’s final outputs, leading to enhanced customer
satisfaction, increased trust, and a stronger brand reputation (Du et al., 2023).

It is clear that VDPs provide substantial advantages to suppliers in the oil and gas
sector. By fostering close alignment with the strategic priorities of buyers, suppliers
are better equipped to respond to evolving industry standards and regulatory demands.
This alignment not only enhances their operational resilience but also supports
sustainable growth and improved competitiveness in an increasingly challenging
market environment.

Table 2 outlines the benefits summary of VDPs from the perspective of both
buyers and suppliers. These benefits can arise in one or multiple areas. VDPs has
consistently proven effective across a wide range of industries, underscoring its
practical relevance in diverse operational settings

Table 2: Summary of benefits on Vendor Development Programmes (VDPs).

Perspective  Benefit Industry Source
Buyer o Collaboration relationship General Anderson et al. (2023)
e Relationship Textile, food, Qian et al. (2023)
electronics
o Preferential treatment; steady Automotive Baki (2021)

and reliable provision of
materials and services

e Preferential treatment Manufacturing Schiele (2022)
Pharmaceutical Mullaivendan and
Morais (2022)
e Secure stable and predictable General Svoboda et al. (2021);
pricing structures Pero et al. (2021);
Saghiri and Mirzabeiki
(2021)
e Steady and reliable provision of Construction Najafi et al. (2022)
materials and services
¢ Stimulate innovation Manufacturing Wang et al. (2020)
o Stimulate innovation; enhancing Manufacturing Du et al. (2023)
the quality of products and
services
Supplier ¢ Knowledge sharing General Butt et al. (2023)
e Knowledge sharing; Construction Sikombe and Phiri
restructuring (2021)
e Multi-dimensional capability General Gunawan et al. (2024);
enhancement Qiao et al. (2024);
Lorenzen et al. (2020)
e Restructuring; sustained Textile Toufighi et al. (2024)
business opportunities
e Reputation Automotive Hudnurkar et al.
(2025)
General Fan et al. (2021)
e Sustained business opportunities  Agriculture and food Tran et al. (2022)
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3. CONCEPTUAL FRAMEWORK

The framework identifies Vendor Development Programmes (VDPs) as a key
mechanism that influences the strengthening of relationships and the improvement of
supply chain outcomes. These programmes are typically initiated by buying
organisations to assist suppliers through a range of development activities designed to
improve their performance. Through such initiatives, buyers aim to build supplier
capabilities while promoting closer cooperation and coordination among supply chain
partners.

From the buyer perspective, VDPs provide several strategic benefits. These
include improved alignment of goals between buyers and suppliers, increased
reliability in the delivery of goods and services, greater price stability, and enhanced
opportunities to encourage innovation within the supply chain. Such benefits enable
buyers to minimise supply-related risks while supporting more stable and sustainable
supply chain operations.

From the supplier perspective, involvement in VDPs offers multiple advantages.
Through participation, suppliers can obtain valuable insights, technical knowledge,
and operational guidance from buying organisations, which can contribute to
strengthening their internal capabilities and improving organisational practices.
Participation in these programmes may also enhance the supplier’s credibility and
standing within the industry. As a result, suppliers may be better positioned to deliver
higher quality products and services, maintain long-term business sustainability, and
potentially access wider market opportunities.

Vendor Development Programme (VDP)

|
] 3
Supplier Benefits
e Knowledge Sharing
e Capability Enhancement
e Process Improvement
e Reputation Improvement

Buyer Benefits
e Alignment Objectives
e Reliable Supply
e Secured Pricing
e Innovation Stimulation

| |
'

Enhance Supply Chain
o Relationship Building
e Innovation
o  Performance

l

Oil and Gas Industry

Figure 1: Conceptual framework of Vendor Development Programme.

The mutual advantages gained by both buyers and suppliers contribute to stronger
relationship development, particularly through increased trust, collaboration, and
long-term commitment between supply chain partners. Such strengthened
relationships can further encourage innovation, including improvements in
operational processes and technological practices within the supply chain. These
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advancements may ultimately enhance overall supply chain performance in terms of
efficiency, reliability, and competitiveness.

However, this framework should be analysed within the specific context of the
oil and gas industry, which has not been extensively addressed in existing academic
literature. The industry operates in a unique environment characterised by strict safety
and regulatory requirements, substantial capital investment, and significant reliance
on specialised suppliers. Consequently, these industry specific conditions need to be
carefully considered, as they may influence how VDP initiatives are implemented and
how their potential benefits are realised within the supply chain.

4. DISCUSSION AND CONCLUSION

This study contributes to the understanding of VDPs by highlighting their potential
strategic benefits for both buyers and suppliers within the supply chain. However,
while previous studies have widely discussed these benefits in general manufacturing
and other industries, limited attention has been given to the oil and gas industry. The
conceptual framework developed in this study demonstrates how VDPs can create
mutual value through buyer benefits, supplier benefits, relationship building, and
innovation development, which ultimately lead to improved oil and gas supply chain
performance. The framework therefore offers a useful foundation for future empirical
research in this area.

Future research is essential to advance understanding of how different VDP
practices influence supplier capability development, innovation outcomes, and overall
supply chain performance within the unique operational environment of the oil and
gas industry. Given the sector’s high level of operational complexity, strict regulatory
requirements, and reliance on specialised suppliers, future studies could examine the
mechanisms through which VDP initiatives strengthen strategic collaboration
between buyers and suppliers, while also supporting innovation and long-term supply
chain resilience. Such research would make an important contribution to the existing
body of knowledge by extending supplier development literature into a highly
specialised industry that has received limited academic attention. Ultimately, these
efforts could help develop more robust theoretical and practical frameworks for
managing supplier relationships and promoting sustainable innovation within
complex supply chain environments.
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